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EXECUTIVE OFFICE OF THE PRESIDENT
CFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C, 2083
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THE DIRECTOR . s

October 29, 1993

MEMORANDUM FOR THE PRES}QIL}ENT

FRGOM: Leon E. Panetta

SUBJECT: Bipartisan Commission on Budget Savings

The purpose of this mamo is to outline the remaining steps necessary to implement dn
executive order creating a2 Bipartisan Commission on Budges Savings. -

Senator Kerry has agreed that a 3/5ths (60%) vote of the Commission members is
appropriate to easure that the recommendations are made with bipartisan support.

Report to National Econonie Council

The executive order would require the Commission to report to the National
Economic Council, which would then advise you of i3 recommendations with respect to the
report. Thig is intended to keep you a siep removed from the Commission report once it is
issued,

Reporting Date

The recommended reporting date is March 1. This would give the Commission
almost four months o work; its recommendations would follow the submission of the
Administration’s FY 1993 budpst in Febnuary and would precede congressional consideration
of a FY 1995 budget resolution.
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Attached is a copy of the proposed executive order with the issues above highlighted.

Al

Congressional Appointment

The following are some likely appointments to the Commission from the
congressional leadership:

Speaker Foley - Budget Committee Chairman Martin Sabo, Chairman Dingell, either
Tim Penny or Charlie Stenholm and possibly a member of the Black Caucus.

Minority I_.ea‘(.i'er Michel - Budget Committee ranking member John Kasich, Dick
Armey and possibly a moderate such as Alex McMillan of North Carolina;

H i‘
Majority Leader Mitchell - Budget Commntee Chairman Sasser, Carol Mosely-Braun,
Bob Kerry, and Diane Feinstein;

Minority Leader Dole - Senator Domenici, John Danforth Phil Gramm, Trent Lott
and Hank Brown., _ D m

Presidential Appointments

REDACTED REDACTED REDACTED
REDACTED REDACTED REDACTED
REDACTED REDACTED REDiC;ED
REDACTED REDACTED REDACTED



REDACTED REDACTED - REDACTED
*ﬁEDACTED REDACTED REDACTED
REDACTED REDACTED REDACTED
REDACTED REDACTED REDACTED
Announcement =

The announcement and signing of the Executive Order creating the Commission
should be made at the joint I&adership meeting next week. Prior to the announcement, you
should call the following:

1. Senators Kerry and Danforth to ask that they serve as charrman and vice-chawrman
of the Commission.

2. House and Senate leadership, particolarly Senator Ddole and Bob Michel and ask
that they submit their names within ong week of the annocuncement,

3. Staff will prepare 4 statement on the importance of establishing the Commission
and why it compiements your efforts on the budget, reinventing government and
health care reform.



EXECUTIVE ORDER

. T R R

BIPARTISAN COMMISSION ON BUDGET SAVINGS

By the authority vested in me as President by the

Constitution and the laws of the United States of America,

.
Ay

including the Federal Advisory Committee Act, as amanded
{S U.6.C. App.)}, and in oxrder t¢ establish a Bipartisan
Commission on Budget Savings, it is hereby ordered as followa:
Section 1. Establlshment. (&) There is established tkém
Bipartisan Commission on Budget Savings ("Commission"). fThe
Commission shall comprise [34] members to be appeinted by the
President. Ten members shall be Senators, five each from the
Democratic and Republican parties. Ten members shall be Members
of the House of Representatives, five each from the Democratic
and Republican parties. Ten members .shall ke individuals, other
than Senaters or Members of the House, whto have experience and
expertise in the areas to be considered by the Commission. [The
remaining four members, whe shall be non-voting ex officio
nesbers, shall be the Speaker of the House, the House Minority
Leader, the Majority Leader of the Senate and the Republican

lewader of the Senate.]



{r} The President shall designate a Chairperson and Vice~
chairperson from among the members of the Commission.

Sec. 2. Pupctions. {(a) The Commission shall recommend
potential long~term budget savings measures involving (1)
revisions to statutory entitlement and other mandatory programs
and (2) alternative tax reform proposals. The Commission shall
report its recommendations respecting potential entitlement ang
other mandatory program savings and tax system revisions to [the
Kational Economic Council] and to the Congressional leadershiyp by
March 1, 19%4. (The National Economic Council shall advise the
Praﬁi&ant‘af its recommendations with respect to the Report of
the Commissaion, ]

(b} The Commission shall decide by a [three-fifths] vote
which recommendations to include in the Report. At the reqguest
of any Commissicon member, the Report will include that Commission
member‘s dissenting views or opinions.

(¢} The Commission may, for the purposes of carrying ocut
its functions, hold such hearings and sit and act at such times
and places, ag the Commission may find advisable.

Sec. 3.

law, the heads of executive departments, agencies, and

{a) To the extent permitted by

independent instrumentalities shall provide the Commission, upon

"“"2"’
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regquest, with such information as it may require for the purposes
of carrying out its functions.

{b} Upon request of the Chairperson of the Commission, the
head of any Federal agency or ingtrumentality shall, to the
extent possible and subiect to the discretion of such head,

{1} make any of the facilities and services of such agency or
instrumentality available to the Commission; and (2) detail anﬁg
of the parsohnel of such agency or instrumentality to the
Commission, to assist the Commission in carrying out its duties.

{c} Menmbers of the Commission shall serve without -
compensation for their work on the Commission. While engaged in
the vork of the Commission, members appointed from among private
citizens of the tnited States may be allowed travel expenses,
including per diem in lieu of subsistence, as authorized by law
for persons sarving intermittently in the Government service
{5 U.8.C, 5701-8707) to the extent funds are availakle for such
purposes,

(d} To the extent permitted by law and subject teo the
availability of appropriations, the {Department of Health and
Human Services] shall provide the Commission with administrative
services, funds, facilities, staff, and other support services
necessary for the performance of the Commission’s functions. The

Y A



Secretary of [Health and Human Services] shall perform the
functions of the President undeyr the Federal Advisory Committee
Act, as amended (5 U.S8.¢. App.) {"Act"), except that of reporting
to the Congress, in accordance with the gﬁidelimaa and procedures
established by the Administrator of General Services.

{e} The Commission shall adhere to the requirements set
forth in the Act. All executive branch cofficials assigned daﬁi@s
by the Act shall comply with its requirements with respect to the
Commission.

Sec. 4. General Provision. The Commission shall terminate
30 days after submitting its Raport.

THE WHITE HOUSE,



EXE(}UTIVE ()F'_FICE OF THE PRESIDENT
" OFFICE OF MANAGEMENT AND BUDGET
? WASHINGTON, D.C. 20503

THE DIRECTOR June 21, 1994

xmammxx FOR CAROL Rasco }

MARCIA L. HALE

FROM: Leon E. Panetta
Director
SUBJECT: Tribal Consultation and the FY 139%8 Budget

uuring the President’s Aprll 29th meeting with

,‘tribal leaders for all the federally recognized tribes,
the President emphasized his comritment to enhancing executive
branch consultation with tribal governments prior to taking
actions that affect the recognized tribes. This commitment
was taken as part of the President’s broader directive
to ensure that the Federal Government operates within 2
govermment~to-government relationship wzth federally.
recognized tribes.

Ag you know, in partial response to tha President’s
instructions, a first ever National American Indian Listening
Conference wasg held in Albuguerque, New Mexico, on May 4-6th,
co-chaired by Attorney General Janet Reno and Secretary of the
Interior Bruce Bapbitt. Though the conference provided
recognized tribes additional opportunity to raise important
izsues, the forum also has raised tribal expectations relative
to further consultation and, partlcularly, a likelihood of
increased funding for tribal programs in FY 1996 and beyond.

. Attached is a summary of.the consultation activities
that OMB.and the agencies have.,éngaged in to date with respect
to the FY 1996 budget process . and a proposed action plan for
next steps (see Attachments A ‘and B}. oOur main objective with
respect to the Bureau of Indian Affairs (BIA) and the Indian
Health Service {IHS), the two agencies that encompass most of
thé ‘funding for tribal activities, is to strengthen the- existing
consultation process, . rathar than. creating a new process. I
. suggest ,we . further. discuss appropriate next steps for
consultation and howiwe night diminish increased
funding axpeutaticns among the tribes.
; T #

. Bhould yca "have qaestian& aancernlng the attached next
ateps:in tribal consultationy please contact Nancy-Ann Min
{x5-5178) ‘or Tﬁ J.’Glauthier (#5-~4561}.,

¥

' Attachwant&

cc: Lorratta,hveﬁf
Dongia Strong
Mike Schmidt :



Attachusent A
6/16/94

i Ll
IMPROVING THE TRIBAL CONSULTATION PROCESS BETWEEN TRIBES AND
HERLTH AND HUMAN BERVICES
AND THE DEPARTMENT OF THE INTERICR

Following up on the President’s meeting with tribal leaders, as
well as the Director’s meeting with tribal leaders, OMB staff
have been working with the Departments of Health and Human
Services (HHS) and the Interlor (DOI) and tribes to improve the
budget consultation process.

Strateqgy: HRather than create a new precess, we seek to improve
the existing Indian Health Service {IHS) and Bureau of Indian
Affairs (BIA} tribal consultatlon process. OHMB staff may attend
some of the tribal meetings as observers, but would not initiate
a separate tribal Federal budget process.

oMB staff would continueéto be accessible to tribal calls and
visits, and continue to work closely with HHS, the Public Health
Service (PHS), and DOI régarding tribal concerns.

Finally, WH Intergovernmental Affairs (Loretta Avent) has
suggested that it may be approprlate and desirable for the
Director to meet once agaln with a group of Tribal leaders,
pessibly in a July time frame. The cbjective of such a

meeting would be to better frame the context of the President’s
April 29 meeting and to lower Tribes’ expectations by explaining
the FY 1596 Budget both in terms of dollar limitations and the
current process, which glves greater authority to Departments

in carrying out Presidential priorities, OMB staff will proceed
with the necessary schedullng cocrdination to set up such a
neeting. !

|
THE BIA BUDGET PROCESS AND OMB INVOLVEMENT IN CONBULTATIONS:
CHRONOLOGY OF COMPLETED EVENTS AND NEXT BTEPS

. Gotober 1993 ~-- BIA provided each tribe with information on
the overall level of Tribal Priority Allocation {TPA)
funding contained in the FY 1955 budget submission to OMB.
With this information, tribes know in advance how much of
the Department’s request would be allocated to their tribe.

» February 1994 -- Shortly after submission of the President’s
FY 199% Budget to Ccngress, Bi2z informed each tribe of the
total amount of funding they would receive on a program by
progran basis. This tribal allocation is ccmpleteﬁ for the
BIA‘s congressionall justification.




February 17 —— Briefing on the budget process given by the
Rational Congress of American Indians (NCAI}. This was
arranged by WH Intergovernmental Affalrs, and attended by
Beard and PAD, Nancy-Ann Min., At this session it was
regquested that tribes and the NCAYI bscome much more involved
in the budget process.

February 18 -~ NCAI meeting with the Director at which
tribes again emphasized the need for increased consultation.

April 26 =~ Tribal Environmental Issues Briefing (attended
by various tribes, EPA, Glauthler, Tuccille). Tribes
presented requests for increased funding for EPA planning
grants and to be given the authority to run EPA programs on
their own.

April 2% -«~ The Director and the Secretaries of HHS and HUD
met with Tribal laader& prior to the President’s meeting.
Session was introduced by the Vice President.

April 29 -~ President’s meeting with the leaders of all
Federally recognized tribee.

May 4-6 -~ National ‘American Indians Listening Conference in
Albugquerque (Beard attended).

May 9 ~~ Health PAD, Nancoy-Ann Min and Bill Dorotinsky met
with HHS and IHS stgff to discuss enhancement of the IHS
consultation process. NRD, Beard, also attended.

May 9=~11 - BIAJTrlbal National Budget Meeting in
Springfield, VA {Jamﬁs and Kodl attended).

May 17 ~~ NRD (Jamas_and Kodl) held follow-up discussion
with Dorotinsky on the BIA consultation process and how BIA
and IHS can better coordinate thelr consultation efforts.
NRD will now facilitate a dialogue between the two agencies
with the geoal of making their approaches more consistent
and/or concurrent ang wore responsive to tribal interests,

May 19 -~ OMB Housing Branch staff and NRD, XKodl, attended
the first interagency meeting on a HUD proposed Native
American Financing Authority. Follow-up meetings during the
weak of May 23xd will he attended by Kodl or Beaxd.

May 20 -~ NRD and xealth Division staff will meet with IHS
to discuss the IHS aaﬁsultation process, improvements they
want to make, and how such improvements may be modeled on
the BIA process. BIA and DOI budget staff will also attend.
At this session, we will stress the 1mportanc& of each
agsncy designating a|¥point person® that will be ressponsible
for informing OMB and the other agency as to upconing
consultation opportunities.




May 23 -- Prepare memo for the Director toc the DPC and WH
Intergovernmental Affairs on past and future OMB
participation in tribal censzultation and what steps to take
to lower trikal axpaatatians about the FY 199%6 BIA and IHS
budgets, ,

May 2325 w=- Iasfrribal Consultations on Health Care Raform
and on the FY 1996 budget process/priorities. NRD staff
will attend sone &assians, Nancy=aAnn Min will address the
gathering on the z3r&,

May 24-26 ~- Tribal &nvixanmental ¥eeting in Cherokee, North
Caroline (NRD Envixan&aaﬁ Branch staff Bob Tuccillo and Zach
Church will &ttﬁﬁﬁ}‘ Concerns and issues solicited from and
provided by Tribkal affinxals and staff throughout Indian
Country will be covered. The meeting is open to all tribes.
EPA, BIA and IHS staff will be in attendance.

Additional activities/OMB involvement to occur prior to
Septenber budget ﬁnbwisaianﬁ.

continue tracking ”éntandﬁd mandates® (authorizations to
fund Indian programs in eénacted legislation affecting
Interior, Justice, Educatiwn, HHS, and BUD programs not
incliuded in the FY 19?5 budget request).,

By June 1, caardinata with DOXI and DOJ on their follow-up to
the May Llstanlng Cnnfer&nce in Albuguergue. Both
Departments have inatitutad Department. level working groups
to organize and syst@m&tiza notes from the conference. It
ig anticipated that some mechanism for Regional meetings
will also be 1n1t1atgd. NRD follow-up will include:

. meeting with regresentativeg from both agencies to go
ovar feadback from the conference and activities that
will be undertaken to act on this feedback. 7This will
‘be coordinated with the DPC and WH Intergovernmental
affairs. NRD ataff will also kaap 17, Rancy-~aAnn Min,
and the Dlrector apprised.

{

. determining what type of Regional Listening Conferences
DCI and DGJ‘have planned -« wvhere, when, and with what
objectives. If possible/practicable, NRD staff may
attend, I

NRD, and possibly IHS staff will attend all remaining {final
2 or 3) Trzbal;nozfszk Reorganization Task Force neetings
during the next few months {the task force will terminate at
the end of this fiscal year}.

NRD staff {James and!ch}} will take geparate fleld trips
{(probably June or Julyl, to different parts of Indian
country. Objectives|will be to visit successful and
“hardship® tribes, b?th large and small, with a six of those

~3-



operating programs under 638 contracts, self-governance
compact.s, and trlbee receiving BIA service delivery.
Efforts will be made to follow-up on issues/priorities
raised at the recent National Budget Meeting, i.e.,
difficulties of small tribes, unstable funding for self-
governance tribes, and unfunded mandates.

In June, call a formal meeting with other OMB examiners
responsible for the| other agencies’ Indian programs to
summarize the President’s positions, describe steps taken
thus far in the FY 1996 Budget consultation, and explain the
likely coordination]that will be necessary for preparing the
FY 1996 Budget. Based on this, in July, possibly revise FY
1996 Budget guldanc? to the agencies.

Institute a regulari informal get together (brown bag lunch)
with other OMB examlners of other agencies’ Indian programs
to facilitate a greater degree of coordination among the
numerous Indian programs throughout the Federal government.
We may also want OMB staff to have their agency budget
office counterparts|attend, from time to time.

During FY 1996 Budget formulation process, develop a real-
time gevernment-wide Indian program funding table to keep
track cf: 1.) agency budget submissicns, 2.) unfunded
mandates, and 3.) |PAD or Director decisions to avoid
another surprise like the THS type budget cut. Details of
this, including at what points the budget numbers will be
requested from examiners, will have to be agreed upon.




Attachnent B

IMPROVING| IH8 -~ TRIBAL CONSULTATION
OMB’8 ROLE

Meet with HHS and PHS officials to bring them oneboard with
the objective of strengthening consultation.

. Nancy=-Ann Min met with HHS Assistant Secretary for
Management andlBudget and Asslistant Secretary for
Health Phil Lee on May 9, 1994. HHS and PHS concur
with strengthening process.

hssess present IHS and Bureau of Indian Affairs (BIA)
consultation process Deternine specific ateps to
strengthen IHS process.

. Bill Dorotinsky convened a May 20, 1954, meeting of
DOI, BIA, PHS, [and IHS staff to discuss and compare
these agenciesj Federal-tribal consultation process,

» Preliminary Concluszon' IHS has a very strong budget
consultation process already. There are several areas
where IHS process could be strengthened: obtain tribal
input on how tribes would like to see annual bage
funding spent, versus present situation where tribes
subnit proposals only above the current services base;
establish some mechanism for tracking trikal proposals
ag decisions are made through the budget process, and
informing trlhes of what has happened to their
proposals as decisions are mpade {(may be €00 cumbersome
with over 400 trlbes}, IHS should hold one national
budget meeting per year, like BIa does.

OMEB staff are contlnulng teo follow up with HHS, PHS, and IHS
to implement necessary changes.

Meet with tribes earlier in budget cycle to provide overall
budget plcture, (A%t present, this meanz FY 1896.)

* On May 23, 1994{ Nancy-Ann ¥in, along with PHS and IHS
reprasentatives, spoke to tribal leaders assembled from
across the nation to discuss the FY 1996 Budget
aztuatlan, FY 1935 budget process, and to solicit
tribal views both on the FY 1996 Budget and on how to
improve the budget consultation process.

L Tony Itteilag, Deputy Assistant Secretary for Health at
HHS, committed the PHS to work with tribes to improve
the budget consultation process, including hosting an
annual nationallbudget meeting with tribes. OMB staff
are following-up with HHS to assure follow-through.
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» Subseguent to the meeting, OMB staff have had numerous
conversations wlth many tribal officials on FY 1994, FY
1895, and FY 1996 budget issues. Issues range from
local and IHS-w1de FTE concerns, to Health Reform,
facility construction, to health status. In some
cases, OMB staff have played the role of active
ombudsman, such as helping resolve IHS staffing policy
confusion.

To date, no tribes have submitted written proposale por
Nancy-Ann Min’s Mayl 23, 1394, suggestion. However, some
tribes are expected to offer propeszls, including the Navajo
Hation.

Permanently On-Goling Activities: Having initiated the
dialogue, tribes have been taking advantage ¢of the
opportunity to discasa relevant issues with OMB staff. As
issues arise, and tribes submit specific proposals for
improving the budget process, coordination between OMB, HHS,
IHS, and tribal leaders will continue.




THE WHITE HOUSE
WASHINGTON

MEMORANDUM FOR BILL GALSTON
BRUCE REEDR

KATHI WAY %JLL%%z

FROM: Carol H, Raseo

________ RIS
SUBJ: Attached memo on é}ternative Budget Methodalogiss )

DATE: July 24, 19354

The attached was distributed late Friday, July 22. If you have
time to review it I would appreciate any comments you have by

4 p.m. returned to Rosalyn who will get them to me for the NEC
weekly mesting if held as scheduled,

Thank you.

cc:  Rosgalyn Miller

Roz: Pat has a note from me to check if indeed there wil
be an NEC weekly meeting on Tuesday as refsrenced in
this document 'and if so, then I will return in tinme
for it. If any comments have been given to you then
T will need for you to meet me at the car as I return
for the wmeeting and head into the NEC meeting.
Thanks.




- Caso} Kasco

EXECUT!\:‘?E OFFICE OF THE PRESIDENT
COUNGIL OF ECONOMIC ADVISERS

WASHINGTDN, D.C, 20500

QUL 22 BT

THE CHAIRMAN

July 22, 1994

MEMORANDUM FOR NEC PRH\T;C}?ALS

FROM: ROBERT E. RUBIN, NEC Q"fw;w;if N
LAURA D'ANDREA TYSON. /4f+ = f” ‘
SUBJECT: - Alternative iBadgci Methodologies-Decision Memo

At the reguest of the President, we convened an interagency Working Group to
develop & memorandum that wouldlsvmarize the issuss and controversies surrounding
alternative budget msihodologics intended to promote additional public investment.

The attactied memorandum represents the work of the interagency group, As part of a
strategy to emphasize public mvestment some have suggested that the Federal Government
adopt a form of capital budgeting 02‘ otherwise modify its budget system. The memorandum
considers several aliemnative budgelary methodologies, with a range of budget impacts, that
could increase public investment made by the Federal Government. The Working Group
developed five specific budget alwmazzvcs and the memorandum presents arguments for and
against cach alternative. One of Ehe alternatives can be described as an operational capital
budget—the other four represent smafiaf changes from the existing cash-based budget system.

This memorandum will be discussed at the NEC Principals meeting on Tuesday. The
discussion will focus on views on the various alternatives and on whether to send the
memaorandum to the President in 1ts current form or 1 develop a decision document that
would indicate the level of m;spori for the specific budget alternatives. We lock forward to
YOUr comments. -

Attachments
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EXECUTIVE SUMMARY

“This memo considers several alternative budgetary
methodologies intended taflncrease-gﬁbllc investment by the Federal
Government without seriously eroding budget discipline. As part of
a strategy to emphasize public investment, some have suggested that
the Federal Governmant adogt a form of capital budgeting orx
otherwise modify its budgat system, Five specific alternatives o
the current budget syst&m are discussed, with arguments presented
for and against the altarnatlves. Grie of the alternatives can be
described as an operational capital budget—the other four represent
smaller changes from the ‘existing cash-based budget system,

Choice of a budget method reguires a balancing of mazzzp¢a
objectives: te measurel and control the fiscal policy of the
Federal Government; Lo Iallocate resources within the Federal
Government; and to provide a public statement of the
Administration‘s przarztzes The current Federal budget ig a cash-
mased system that records| receipts when received and disbursements
when nade, The annual deficit {or surplus} is sgimply the
difference hetween total [spending and total receipts,

Some analysts claim that a shortcoming of the c¢ash budget
system is the ide&tical[traatm&nt given to operating expenses,
transfer spending. amd government programs that can properly be
tarmed "investment”, These analysts argue that the current budget
system imposes a higher political cost on public investment
spending than on curre&zlaaﬁsumptian programg,. because the entire
amount of investment spending in a given year nust fi:x under the
discretionary spending jcaps for that year even though the
sxpenditure provides a stream of returng in future vears. Other
analysts ¢laim that the currenﬁ cash-based budget sysitem properly
focuses attentiosn on the coats of wvarious programs, and ensures
that the costs of currentieonsumptlaﬁ programs are eguated with the
cogte of other programs that may have future benefits.

A capital budget system has been proposed as a way to increase
public investment spending. Such a budget system separates annual
investment spending fram!othex government spending by dividing the
operations of government into a capital budget and an operating
budget . The operating, budget measures the current costs of
government progranms, 1nclad1ng the annual decline in the value of
long-lived investment assats {measured by depreciaticn expenss}.
The capital budget cellects all spending on investment items,
regardless of how they are financed. In general, a capital budget
system envisions a balanced operating budget, with Dborrowing
supporting mnet investment (total investment in excess of
depreciation}.

TIf the Federal Governnent were to adopt a capital budgst
system, clear conceptual|definitions of investment and depreciation
would be regquired to help prevent "gaming* of the budget system.
Moresver, any move toward capital budgeting would have te address
many political issues. | Among these is that undertaking a major
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change of tha budget process would require modifications to the
Budget Enforcement Act | (BEA} and it is unclear that the
Administration would beu&fit from this,

Kote that the denggahzaa of spending items as “investment”
does not by itself address the issue of whether each individual
item is a worthwhile pubzlc investment. This project-by-project
decision is logically independent of the decision about budget
systems and should be based on a thorough cost/benefit analysis.
However, to the extent adcptlcﬁ of a capital budget increases the
ability of the Federal Governm&nt to undertake greater "investment®
spending than would cccum under the current caps on discretionary
spending, it must be realized that all investment spending will be
made more attractive relative to spending on current consumption,

Finally., adopting @ capital budget would not ensure that the
Administration‘s priorities would be treated favorably in the
budget process, For exampla, even rabther broad definitions of
investment would not encomg&gs many o©f the Administration‘s
investment spending priorities (as outlined, for example, in A
Vision of Change for Americal.

The five alternatives developed and discussed by the Working
Group are: .

{1) Establish a "soft” target for public investment and enhance
the presentation of public information contaln&ﬁ in the

i

annual Budget l

{2} Establish separate discretionary caps {(firewalls) for
operating and investment expenditures

(3} Permit “pay-as-you-go® financing for increased
. discretionary spending

{4) Establish a Lifelong Learning Trust Fund to support human
capitcal 1nvastmenzs and offser this fund by reducing other
discretionary spending

{8} Modify the budg&t law to egtablish an operational capital
budgetl

The Working Group believes that the first four alternatives
may increase public investment while maintaining budget discipline
and also may be pcl;tzxaily viable. However, the Working Group does
not view the fifth alternative as a polztlcally viable choice.
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There has been a substantial amount of debate about whether
rhe Federal Government should adopt a form of ca§itai budgeting in
lieu of its current cash buégetlng system, Thig issue has received
increased prominence, zn part because the Administration has
espoused the goal of zncreaaed investment spending. Under the
current discretionary spenézﬁg caps {and even before the current
spending caps wersg énactad in 1990}, many desired investment itema
{for exampie, F2RA modernzzatlun and Head sStart) have run into
funding roadblocks. As part of a strategy to emphasize public
investment relative to other government spending, it has been
suggested that the Feciaral Government adopt a form of capital
budgeting. {Background information on Federal investment spending
over the past 15 vears ig|provided in Table 1.)

This memorandum explains the basic distinctions between cash
and capital budgets and identifies some of the complex definitional
and meagurement prabl&msfinvolveé in moving toward the latter.
These issues cubl across vzrtaaily all types of capital bhudgeting
systems and would have to be addressed before a form of capital
budgeting could be adopt&& by the Federal Government. Finally,
five separate budget strategxes are presented, along with arguments
for and against each alternatave The Working Group believes that
the first four alternatmves may increase public investment while -
maintaining budget dlgalglzne and also may be politically wviable. -
However, the Working Group does not view the fifth alternative {an
cperational form of capltaz bvdgetlng} as a politically visble
choice. Thig fifth alternazlve is presented for completeness and
to elucidate the strong th&&ratlcal and practical arguments on both
sides of this policy option.

Cagh vs. Capital Budgeting

Budgets are forward- ~locking planning documents used by

organizations to azlocate and control resources. The current
Federal hbudgetb is a cash—bas&é system that records receipts when
received and é;shursemants when made. The annual deficit (ox

surplus) is simply the difference between total spending and total
recelipts.

The choice of budget method must balance multiple objectives:
‘b measure and control the fiscal policy of government: to allocate
resources within the Federal Government; and to provide a public
statement of the Administration’s prioritiea‘ ™The cash-baged
hudget system provides |finan¢ial acoountability and maintains
controel over the total  resources flmwmng into and out of the
Faderal Government. A surpl&s ar deficit in a cash budget system
focuses on total amounts recﬁzved expended, and borrowed or saved,
without regard ko the composition of spending. Some analysts claim
that one shortcoming of the cash budget system is that it provides
identical treatment to ¢perating expenses, transfer spending, and
govermnent programs that ¢an‘grop&r1y'ba termed *investment”, since
they provids fatura returms, Thesge analysis arguse that the current
budget system imposes a higher political cost on public investment °
spending than on current consumption programs, because the entire



amourit of investment spendxng in a given year must fit under the
discretionary spending caps for that vyear even zhazgh the
expenditurs yxovldes & stream of returns in future years.

Public investment spandzng can take two forms: spending for
the acguisition ¢f long- 11va& physical assets (e.g., buildings or
roads) or spendlﬁg to create intangible assets that produce future
benefits accoruing to the Fedaral Government oy to the economy as A
whole (e.g., education and training programsg that raise future
earnings) - Xﬁ.grxnezple both types of investment create “capital®
that either adds to the| economy's productivity or reduces the
Federal Govermment’s cost| of operations over time.

A capital budget system separates annual investment spending
from the rest of governmﬁnt spending by dividing the operations of
government into a capital budget and an operating budgest. The
operating budget measures [the current costs of governmant programs,
including the annual decline in the value of long-lived invesiment
assets {measured by depreczatian expense) . The capital budget
collects all spending on 1nvastmenn items, regardless of how they
are financed.

A capital budget cculd be used in a variety of ways. Most
simply. .a capital budget could be developed only for presentation
purposes Lo distinguish betwaen.ﬁlffer&na types of Fedaral spending
with no effect on how governm&nt spending and borrowing decisgions
are made or controllied. | At the other extrems, a capital budget
cowld be accompanied by changes in the hudget law that would allow
the government ¢0 borrow to finance all net investment {investment
in excess of the degreczatxon of the &xlstlng capital stock} but
would prohibit a deficit in the operating budget (including
depreciation as an operating expense}, In betwgen these two
extremes are many possible alternatives. For example, operating
and capital expenditures| could be subject to different spending
caps, and limits could be placed on borrowing for each activity.?

Defining Investment and Depreciation

If the Federal Government wers to adopt a capltal budget
system, clear conceptual deflnltlaas of investment and dapreczarlon
would be reguired. Sagxagat;ng "investment® spending from all
other government spending would create political pressure to

! The term "investment spending® is useé loogely in this
contexc. Budget authority for capital pra}ects generally is
allocated to the yvear inlwhzch the prodiect is initiated. Jutlays
for capital projects generally are spread over the actual period of
construction or acguisition,

? This example assumes that no tax revenues or only specified
rax revenues would be used to fund the capital budget.
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cavegorize many spending programs as “investment” (especially if
budgetary caps were eased for investment spending). Congress would
have the responsibility far‘wrztzng a revisead budget law that would
define "investment®, and it is quite likely that the Congressional
characterization of "investments" would differ from the definition
favored by the administration. Furthermore, c¢apital budgeting
wonuld requxxv legally éafzned measures of depreciation teo provide
a clear picture of the resources used by the Federal Government on
an annual basisg. Becausellnvestmant is the key component of the
capital budget and because depreciation is the link between the
capital budget and the Qpar&tlng budget, ¢lear definitions of these
concepts ¢ould help pravent “gaming® of the budget system.

Public "investment"|can bz defined in a number of ways.
However, the range of possibilities can be understood by ‘ocuﬁing
on two axtremes -~ a narr&w and a broad definition. The narrow
definitvion of “1nvestmeat“ which i3 breoadly consigtent with
business practice and w1th some State and local governments,
includes enly physical capital assets with useful lives of over one
vear.' According to thig definition, investment spandlng would
include spending on roads, buildings, parklands, equipment, and so
on. Such a definition, hawever, fails to ingclude public programs
that ¢reate other long-lived assets, such as & stock of technical
knowledge or a skilled workforce. A broad definition would include
spending on these intangible assets in addition to spending on
phygical assets.

The designation of spending items as "investment” does not by
itself address the issue of whether each individual ivem is a
worthwhile public investment. This project-by-project decigion is
logically independent of|tha decision to adopt a capital budget or
to retain the current cash- bpased budger and should be based on a
thorough cost/benefit analys:.s However, to the extent adoption of
a capital budger 1ncrea$&s the abllity of the Federal Government to
undertake greater “1nvestment“ spending than would occur under ths
gurrant g¢aps on discretionary spending, it must be realized that

* The many axxstlng-déflaltxong of "investment”, include those
putr forth by the Sysz&m of HRational Accounts, the Genearal
Accounting Office, rHe National Performance Review, the
gongressional Budget Office, the Bureau of Economic Analysis, and
the old Bureau of the Budget. The general principles of these
definitions often do not lead to clear-cut determinations of the
exact amount of investment undertaken by various programs.

' One separate issue iz whether to c¢haracterirve defense
spending on military hardware as investment or ag current
consumption of national defense. A second issue 1is how to
distinguish {if at all} between those capital agsets owned by the
Federal government and those owned by others but funded by Federal
grantg.




all investment spending wlll bae made more athtractive relative to
spending on current aaﬁsumptxeﬁ

Budaget Process Modlflcatxénx

2ny move toward capital budgeting would have to address both
the conceptual and measurement issues mentioned above and alss
numerous budget process issues. Resolution of these issues could
take various forms. For example, the Budget Enforcement Act {BEA)
zould be amended to delineate sgeparate categories of public
investment, each with 1ts own spending cap and definitional
guidelines (e.qg.. xnfrastructure, R&D, and education and training
programs could form thre& separate investment catsgories).
Alternatively, an independent commission c¢ould be formed to
establish a multi-year capital budget for the Federal Government.
Such a commission could be responsible for determining what
government sgpending ccnsﬁmtates Tinvestment® and for determining
appropriate depreciation rates for public assets. The
Administration, working with Congress, could then determine if any
spending caps should be\! applied to the capital and operating
portions of the budget. In any event, the Office of Management and
Budget (OMB} and the Congressional Budget Office (CBO) could play
important policing roles, (#nforcing any spending caps and ensuring
that the definitional and|measurement guidelines ares followed.

Political Issues

Undertaking a major change of the budget process would regquire
opening up the BEA and it is unclear that the Administration would
benefit from doing so. If Congress amended the BEA, it is possible
that future budgetary choices would be even more constrained than
they areg undar current law. ¥For instance, Congress has actually
reduced the discretionary spending caps over the past two years,
indicaring that tighter| constraints are a real possibility.
Moreover, promotion of a capital baﬁgat may lead to perceptions
that the Administration éa&ﬁ not view reducing the Federal budget
deficit as a serious respansxbzlzty 1f t¢his were to occur,
financial markets might react with increased interest rates, which
could have adverse conseguences far future economic growth.

|

A capital budget would generally reduce the political hurdlies
associated with spendlng on items designated as "investment",
Senging this. proponents aﬁ wvarious pragrams {e.g., those Members
of Congress who have advanced their own priorities at the expense
of the Administration’ sa would attempt to have such programs
clasgified as “investment”. This could lead to politicization of
the determination of items contained in the capital portion of the

5 Much of what pelitical pundits call “pork® would be
classified. as ”1nv@stment“ because many “pork barrel® projects
involve the construction 'and acquisition of physical assets,
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budget, with uncertain consequences for the programuatic prioricies
of the Administration. Under some definitions of capital, gmb}.lc
investments favored by the: Adminigtration might be bypassed in
favor of other éiscretia:}&ry spending. Bven the rather broad
definition of investment pz:oposed by the General Accounting Office
{*spending, either directly or through grants, directly intended to
ennance the private Sector 8 long-term productiviiy*} would not
encompass many o©f the | Administration's investment spending
priorities. Indeed, asg mentwned above, many of the programe
favored by the &dmlnist:z:atzon might not be properly considered
"investment® in the capli:al budgeting sense. ¥For exampls, Table 2
{attached) indicates that a nunber of items called “investment™ in
A Vision of Change for America probably would not be classified as
*invaestment® even under a relatively broad definition,

Finally, it is not jclear that Congress would accept the
Administration’s proposed definivions of rinvestment”™ and
*depreciation” or d@legata the abilicy to define these concepts to
an 1ndep&:zé&n.. commission (as suggested above). And, if the BEA is
reopened, it is not clear what policing responsibilities Congress
would give to CBC and OMB under the revised law.




Alternative 1: R "Soft" Target for Public Investment Combined with
Enhanced Presentation of Public Investment Information
pPoscription: Use the anmial Budget preseatation te help advance
public investment as a| national priority by: &nhanczng and
highlighting the information already included in the annual Budget;
highlighting the President‘s investment priorities; and setting a
“soft” target {as recommended by the zndapendant Competitiveness
Policy Council) for Feé&ral investiment in the annual approprlatlons
process.® This 1nvestm&nt targst would be emphasgized in Q&bllc
statemantys made by Federai pfficiale at the time the Budget is
published. Alternative 1 would alsc capitalize on the recent
Executive Qrder requlrlngzznfrastructure investments to bhe subject
to stringent c¢ost- bQﬁ&flt analyses. Finally, this alternative
would  incorporate the | National Performance Review {NPR}
recomrendation thatb agenczes submit five-year investment plans and
base investment decisiong on the full costs over the life cycles of
the azsets. |

Rationale: The current cash-based budger syetem ig useful in making
fiscal policy. Mereover, |it provides ensugh information to create
financial statements that emphasize the capital spending portion of
the Federal Budget, without detracting from the presentatrion of the
unified cash-based budget currently used. Reorganized prasentation
could help Congress make bhetter decisions regarding public
investment, while eﬁuﬁatlng the public about the tradeoff between
current spending and xnvestment In addition, emphasis onh an
investment target would serve te highlight the Administration‘s
priorities and perhaps also serve to hold Congress accsuntable for
irs decisions on investment and non-investment spending.

Arguments for the altarnazivu:

+ The overall c<laims by the Federal Government on financial
regources are best measured.by the unified cash hudget surplus
or deficit, the main|focus of current budget practice. 7This
alternative may help maintain budget discipline, and in so
doing, promote private as well as public investment,

« By d&efining “investment® in the ©budget document, the
administration, not the Congress, sets spending priorities.
Setting an 1nv&stment target may suggest & shift toward morve
spending on publzc% investments and provides £or public
monitoring of Congressional spending decisions.

¢ gSince 1351, the annual Budget has presented data on the
investment activities cf the Federal government along with
estimates of annual degrec1at1aﬁ for the Federal capztal stock. In
the FY 1995 Budget, this information was included in the Analytical
Perspectives volume.




Arguments against the alternative:

Enhanced presentation does not change current budget practices
that provide the same treatment to current consumption and
equivalent spending 'for investment even though the latter
provides long-lived benefits.

This altsynative szimply rearyanges present budget practices
and may not affect reéal decisions about pubfilc: investment at
all.




Alternative 2: Establigh separate discretionary spending caps
{(firewalls) for investmont and operating spending.

Degsceription: Establish firewalls (separate spending capsi for
operating and capital items. These individual caps could sum up to
the current discretionary caps or could be higher or lower. For
example, the two caps could be set to increase investment spending
and constrain non-investment spending over future fiscal years.
{Anothey example, perhaps a subalternative, would establish a "one-
way*® firewall that would permit reductions in operating
expenditures to offset increases in capital spending. )

Rationale: The current caps on digcretionary spending are one of
the main elements of budgetary contrel and accordingly, should be
kept more or 1ess intact. Separate caps for investment and
operating items may act ay firewalls and prevent investment
programs from having bo compete with current spending programs for
scarce budget dollars.

Arguments for the alternative:

» Thisg ,aliternative would maintain some measure of budget
discipline while encouraging use of a greater amount of total
Federal discretiopary spending for investment purposes.

+ If the investment gpending c¢ap increased over time, PFederal
digcretionary spending would tend to become mmre focused on
investment programs.

Argquments aqainst the alternatlive:

» The alternative pits investment programs against each other in
the competition for scarce budget rescurces. Unless the cap
on investment spending ig raised, there may be little or no
additional investment sgpending. Moreover, noninvestment
digcretionary spending could be sqgueszed under this
alternative, which may be undesirable.

s If the administration proposes spending caps higher than the
exigting discretionary caps, thiz may be seen as a sign of
reduced budget discipline, with the attendant effects in
financial markets.

+ If Congress is presented with the option of raducing the size
of the existing spending caps, they may take advantage of the
opportunity to do so.



Alternative 3: Allow Pay-As-~¥You-Ga Financing for Discretionary
Spending
{Subaltarnative: Prohibit changes in tax revenues from
financing addicional discretionary spending)

Pegcription: Allow “pay-as-you-go" financing £for discreticohary
spending or for investment spending in particular. Tax increases
or entitlement cuts could be used o "pay for" higher discretionary
spending caps, with the increase in the cap used to cover spending
on  investment programs. For example, an in¢reasge in the motor
fuels excise tax could be used to raise the discretionary spending
caps to accommodate increased highway spending. Similarly. & cut
in entitlement spending could be used to ‘"pay £or* incresased
investment in & discretionary training or education program.

{Subalternative: Allow pav-ag-you-go financing of additional
discretionary spending only with entitlement spending cuts {or with
either entitlement cuts or tax expenditure reductions.})

Rationale: The current caps on discretionary spending are ons of
the main elements of budgetary control and accordingly, should be
kept more or less intact. However, extending the "pay-as-you-goa®
rules to discretionary investment programs could add new
opportunities for expanding public investment without increasing
the Federal budget deficit,

Argquments for the Alternativa:

+ Opportunities for investment could be expanded, without
directiy increasing the size of the Pederal deficit.

= Tha firewall between dJdefense and nondefense discretionary
spending has been allowed to expire. This has created the
posgibility of tradecffs between these two categories of
spending bo meet the pricrities ¢f the Federal Government.
Similarly, resmoval of the {irewall between mandatory and
discretionary programs may also serve to allow more flexible
responses to government gpending priorities.

Argument for the Subalternative:

+ Resgtricting pay-as-you-go funding sources to reductions in
entitlement spending could help the Administration avoeid the
*tax and spend” label.

Arguments Against the Altarnative:

¢ There would be a political price to pay for raising the
pogssibility of tax increases to pay for additional
discretionary spending. The Administration risks being tagged
as "tax and spend”®.



In theory, the process could also run in reverse, with
reductions in discretionary spending caps being used te “pay
for* overall tax reductions. This could further constrain
opportunities for incresased public investment.

Discretionary spending 1s appropriated foxr one year at a time,
while the *pay-as-you-go" process c¢overs the five-year budge:s
window. Applying the "pav-as-vou-go® rules to discretionary
spending may be technically difficult. In addition, this
alternative c¢ould encourage {ongress te extend the
discretionary spending caps indefinitely.

To some sxteént, the goals cof the alternative may already bs
achievabile through the use of "capped entitlements® to pay for
programs that previously may have Dbeen styuctured as
digcretionary spending.

Arguments Against the Subalteraative:

L3

Prohibiting tax changes from financing discretionary spending
increases would pre-empt the possibilicy of using earmarked
raxes to finance related investments {e.g., highway spending
funded v increased motoy fusls taxes would be pracluded under
the Subalternative). .

Te the extent that health care reform reduces the ability to
achieve entitlement reductions in the health area, the
subalternative may be characterized by some ag focusing on
Social Security reductions to finance discretvionary
expenditure increases. .
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Altexnative 4: Establish a Lifelonyg Learning Trust Fund

Description: Create a Lifelonyg Learning Trust Fund to provide for
increased education and training expenditures. The Trust Fund
,would be phased in over several years. For example, the Trust Fund
could begin in FY 1996 at $3 billion, with increases to $6 billion
in FY 1937, to $2 billion in FY 1998, to $12 billion in FY 192§,
and to $15 hillion in FY 2000 (which would be the steady-state
level}. The Lifelong Learning Trust Fund would be financed by
lowering the discretionary spending caps by amounts carresponding
to the size of the Trust Fund. Ideally, the Lifelong Learning
Trust Fund would finance a small number of key human <capital
investments. Examples of thege key investments could include Head
Start, National Service, School-to-Work, Geals 2000, and perhaps
ane  or more new and innovative education Dprograms (e.g.,
mentoring). Legislation to c¢reate the Trust Fund would prevent
Trust Fund expenditures from being used for currant or projected
baselinre funding of education or training programs.

Rationale: Creation of a Trust Fund can focus attention on a
specific class of expenditurses and provide these expenditures with
priority standing in the budget process. By establishing the Fund,
and specifying the programs it could support. the Administration’s
priority investment programs are clearly stated. The Trust Fund
mechanism walls off a class of expenditures, which may force the
budget process to {ind spending outs eslsewhere to fund these
priorities. Moreover, the propesal maintaing the existing
discretionary spending caps, which should reinforce confidence in
the Administration’s budget discipline. Finally, Lifelong Learning
can become a gignature pelicy for the Administration and
establishment of a separats Trust Fund may be the most realistic
means to shift spending to these investments.

Arguents for the Proposal:

+ The Trust Fund mechanism does not loosen the overall Federal
discretionary spending caps nor lead to additional Federal
borrowing. Consequently, it will maintain confidence in the
wverall deficit reduction program, .

+« The Trust Fund mechanism uses the political realities of the
budget process to the advantage of investment. Abstract
deficit reduction appeals to legislators since they do not
nave to confront specific trade~offs. This mechanisn couplesg
lower discretionary spending caps with additional invesiments
in people -- leaving the specifics for the appropriations
process. If the spending cuts are in lower priority areas
than Lifelong Learning investments, this appreach will lead to
a more effective allocatian of Federal resources.

» Polls show that peocple are willing to raise revenues for
educacion. Therefore, the idea of gutiting lower priority
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spending to fund new education should be quite popular. The
Lifelong Learning Trust Fund i3 a wvehicle to present the
Administration’s vision of “cut and invest® to the American
people.

Arguments Agalinst the Propossal:

-

Creation of a Lifelong Learning Trust Fund could lead to a
proliferation o©f Federal trust funds for discretionary
prograns (e.qg., frust funds for Naticnal Defense,
administration of justice, agriculture support, ete.). This
proliferation could hamstring the budget process by placing
large portions of the Federal budget off limits bo policy
makers.

Just like gurrent law, the Trust Fund mechanism leaves the
ultimate spending decisions up Lo Congresg. There is a risk
that other Administration investment priorities (e.g..
research or physical infrastructure) could be cut £o fund the
Lifelong Learning Trust Fund,

It will be difficult to prevent existing spending on education
programs from being funded by the Lifelong Leayning Trust
Fusnd.

Critics may deride the Lifeleong Learning Trust Pund as a

“gimmick® «- the same c¢riticism that was 1evalled at. the
pending crime trust fund.
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Alternative 5: An Operatiocnal Capital Budget

Description: Separate the Federal budget into its capital and
operating conponents. Operating expenditures, including
depreciation on exigting capital assets, would be charged against
current revenues, Capital expenditurss in excess of depreciation
would be financed by net borrowing. The definition of capital
expenditures could be based on the one developed for the
international System of Hational Accounts (8KNA). The SNA
definition of investment is limited to physical capital and
includes non~defeénse government purchases of eguipnment and
structures and defense purchases of structures (but not defense
purchases of equipment; note the divigion between equipment and
structures may be ambigususl. The general concept of a capital
budget requires a balanced operating budget. Based on the SNA
definitien of investment, the FY 13995 operating budget would have
a substantial deficit of perhaps §140 billion, compared to a
unified hudget deficit of $16% billien.” This alternative would
reguire that the operating budget trend toward balance over time,
implying the need £or a substantial multi-year deficit-reduction
program.

Rationale: Current budget rules are perceived as inhibiting long-
lived capital investments. This alternative attempis to address
the situation for investmentc in physical assets. Moreover, the
alternative responds to the argument that for a growing economy,
the unified ¥Federal budget should be in deficit, by allowing net
investment to be debt-financed {because in a growing sconomy, gross
public investment generally exceeds depreciation on existing public
agsets}, The $ENA definition o¢f investment has been determined
outside the U.S. political process, which may lessen the risk of
political procesges eroding the definition of investment over
time.? Finally, 4if the discrstionary spending caps are not
adjusted downward, adoption of this alternative could increase
annual Pederal spending by about $Z5 hillion {the amount of net
investment in FY 1995).

Arguments for the alternmative:

«  The Fedaeral budget process should recognize that different
types of gpending have diffsrent long-term effscts. in
particular, the treatment of the costg of investment items
should be distinguished from the costs of current consumption
items. Many other types of organizations (e.g.., private

" The $25 DYbillion difference approximately equals net
investment in the FY 1995 budget, usging the SNA definition,

® However, the S8SNA definition would probably reguire
modification to saccommodate Federal grants to  subnational
govermnments,
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sector firms, State and Ilocal governments, non-profit
entities) recognize a cqualitative difference betwesn operating
angd investment expenditures.

The focus on physical capital, rather than broad investment,
breaks the link between the Administration’s spending
priorities and the types. of spending that oan be debt-
financed., This alternative may be viewed as a “businesslike”
reform of process and not merely an effort to expand funding
for certain priorities.

Arguments against the alternstive:

A4 capital budget may be perceived as lessening the
Administration’'s commitment to deficit reduction. It will
prove 4ifficult to limit solely to physical capital the
relatively favorable budget treatment provided to *investment®
gven though the proposal uses a standard international
definition. Pressures will grow to ineclude "human capital®
and °“researych and development® expenditures in *investment”
and the objectivity embodied in the SNA definition may be
compromised. This process could severely erode budget
discipline,

Incréased discretionary spending with a c¢apital budget would
reguire an ansndment to the Budget Enforcement Act Lo maintain
the overall discretionary spending caps at current levels.
This may be politically difficult if the issue of fiscal
responsibility becomes the focus of debate. .

Some analysis state that previous generations have borne the
cost of public capital used by the gurrent generation

" {ignoring the stock of public debt) ., Thersefore, making future

generations hear some of the cost ¢f capital projects
undertaken by the current generaticon may be perceived as an
unfair and substantial windfall benefit.

To the extent this alternative increases public investment at
the expense of private investment (kv “crowding out® private
investment through a larger Federal budget deficit), the total
stock of capital in the economy will not increase. Egonomic
analysis suggests the economy benefits from more of both
public and private investment, not simply trading one for the
other:

A capital budget increases the relative attractiveness of all
capital spending projects, nob only those that are desirable
investments. Much of what pundits term "pork® would he
clagsified as “investment® under the SNA definition.

A capital budget, by itsell, does nothing tc address ths
subgtantial deficit in the operating budget. It might be vary
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difficult to ind sufficient spending reductions among
operating expenditures to offget a $140 billion annual
operating deficic.
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TABLE 1

Federal Invaestment Relative to the Size of the Economy 1950-189%

FISCAL TOTAL NON-DEFENSE DEFENSE
YEAR INVESTMENT/GDP INVESTMENT/GDF INVESTMENT/GDP

1986 4.49% 2.71% 1.78%
1981 4,45% 2.56% 1.89%
1982 4.33% 2.16% 2.17%
1983 4.42% 1.96% 2, 46%

| 1984 4.46% 1.92% 2.54%

| 1985 4.70% 1.97% 2.73%
1986 4.74% 1.89% 2.85%
1987 4.58% 1.73% 2.84%
1988 4.33% 1.75% 2.57%
1989 4.26% 1.73% 2.53%
1990 4.15% 1.76% 2.39%
1991 4.06% 1.82% 2.24%
1992 3.94% 1,91% 2.03%
1993 ’ 3.76% 1.91% 1.85%
1894 3.52% 1.93% 1.58%
1995 3.33% 1.91% 1.42%

Notes: The Budget defines Federal invesiment as gpending to create
or aoguire wpublic physical assets, to c¢onduct research and
development, and to conduct education and training., The FY 1593
Budget shows $234 billion for Federal investment, of which $11%.8
Billion is to create or acguire public phygical assets ($§60.4
willion for national defenzel; $69.7 illion t¢ conduct research
and Gavelopment {($39.4 billion for national defense);: and $44.6
billion to conduct education and training.

Source: FY 1%9% Budget, Historical Tables.

1%



TABLE 2

Items Considered “Investment® in Vigion of Change for America -
that Would Hot be Classified as Investment in a Capital Budget

DOT -~ Alcohol-pelated Highway Safety Grants

Interior and USDA -~ Ratural Resource Proteciion Graats {used for
deferred maintenance}

Corps ¢f Engineerg -~ Cyclic Maintenance Projects

DOE -~ Clean up non~PDefense gites and uranium enrichment
facilities

UBA -- “Forest of the Future” Grants used for Foresr Resource
Management

EPA ~- *Green Lights" program

Rural Rental Assistance {e.g., vouchers)

HUID ~~ UBDG Monies used for backlogged maintenance proiects

Eampowerment 2one Wage Tax Credits

HUD -- Rental Housing Subsidies (e.g., vouchers}

HUD -~ Public Housing Operating Subsidies
HUD -~ Urban Partnership Againgt Crime
USDA ~~ Head Start Meals for Participants

- HHS -~ Head Start Medicaid Coverage
USDA -~ Womern, Infants, and Children (WIC) program
HHS -- Parenting and Family Suppert Initiatives
National Service {current costs of program, not higher-ed costs)
Labor -- Income szupport component of Dislocated Workers Program
Labor «- Establish "One Stop® Caresr Shops

¥arned Income Tax Credit Expansion
Welfare Reform )
Crime Initiative {(e.g., increased communiiy policing!

EEOC -- Increased enforcement

HHS =~ Child Immunizations

HHS -~ Substance Abuse and Prevention
USDA -~ Food Safety and Inspection Service
VA -- Increased Medical Care

$8A -- Dissbility Insurance Processing

HIV/AIDS Prevantion Initlatives

i7
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July 26, 1964

TO: CHR
FROM: Bill Galston

sSUBJ: Budget Optiong for Today's NEC meeting

I've reviewed the Rubin/Tyson memo fairly carefully. I used to
favor an explicit capital budget (Option 5}, but now I'm not so
sure. The pressures to shoshorn everything in under the rubrig
of "investment' would be intense. Out of curicsity, how do the
states manags to do it? Do they preserve a reasonable and
workable digtinction between "capital” and "operating” accounts?
This matters a lot, of course, because typically states are
reguired to run balanced operating budgets and may borrow only
for capital investment.

With regard to the other four options:

o At a minimum, we should do Option 1. It can’t hurt, and it
could help,

¢ Option 2 strikes me as a bad idea. The invesiment subcap
could actually make it harder to fund investments within
digcretionary spending.

0 Option 3 makes sense only to the extent that aggregsete
spending continues to be restrained. If it became an excuse for
relaxing spending restraints, we would pay a significant price.

o  From my (perhaps parcochial) standpoint, the goal of Qption
4 makes a great deal of sense. I'm not sure that I see how it
works in pragticog, however. If the point Is to ingreasse overall
investment in Lifelong Learning, how does the proposed Trust Fund
ensure that result--particularly during the phage-in period?
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EXECUTIVE QFFICE OF THE PRESIDENT
QOFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, £2.C. 20563

THE DIRECTON
August 19, 18524

The Prasident
The White House
washington, DLO 20500

Dear Mr. President:

Enclosed pleage find the OMB Seguestration Update Report to
the President and Congress. It has been prepared in accordance
with the vreguirements of the Balanced Budget and Emergency
Deficit Contrul Act of 1585 (Public Law %9-177), as amended by
the Balanced Budget and Emergency Deficic Control Reaffirmation
Act of 1887 (Public Law 100-11%), the Budget Enforcement Act of
15%0 {(Public Law 101-508), and the COmnibus Budget Reconciliation
Act -of 1%%3 (Public lLaw 103-68}).

As recguired by law, the report includes updates of the
discretionary spending limits, & summary of enacted legislation
affecting cdirect spending and receipts, calculations of the
maximum deficit amount, and comparisons with the estimates
provided by the Director of the Congressional Budgetr Office in
his repert. The report estimates thabt no sequestyation is
necessary baged on legislation enacted as of August 16, 1224.
Whether sequestryation may ultimately be necessary depends, of
course, on subseguent Congressional action. A final
seguestration report will be issued 15 days after the Congress
adiourns. :

Sincevrely,

Co. a2l

Alice M. Rivlin
Acting Director

Enclosure

Identical Letters Sent to Honorable Albert Gore,
and Honorable Thomas $. Feley



I. INTRODUCTION

The Budget Enforcement Act of 1880 (BEA)
wag enscted into law ax part of the Omnibus
RBudgel Reconcilistion Act of 1890, Through
fiseal venr 1988, the Act established annual
iimits on disoretionary spending, 8 pay-as
yougo requirement that subsequent legislation
affecting direct spending or receipis not in-
crease the deficit, and maximum deficit
amounts. Compliance with these three con-
straints s enforved by scross-the-board seques-
tragtion (reduction) of non-exempt spending.
The BEA requirements for discretionary
spending and pay-as-you-go legialation were
extended through 1998 by the Omnibus Budg-
et Reconciliation Act of 1993 (OBRAS3).

The BEA reguires OMB o igsue segquestra-
tlon reports periodically during the year for
diseretionary spending, pay-as-yvou-go legisla-
fion, and the deficit. This includes a sequestra-
tion update report that iy to be issued
ns later than August 20th of each year.
This report provides OMB's updated estimates,
reflecting legislation enacted and signed into
law by the President as of August 18,
1994, Ax reguired by the REA, the estimstes
usge the same economic and technical assump-
tions contained in the President’s FY 1995
Budget, which wag {ransmitted to Congress
on February 7, 1964,



II. DISCRETIONARY SEQUESTRATION
REPORT

Discretionary programs sare, i general,
those that have their funding levels estab-
Lished annually through the approprations
process. The scorckeeping guidelines sceom-
panying the BEA identify accounts with discre-
tionary resources. The BEA limis budget
authority and outlays available for discre-
tionary proprums. Approprisiions that cause
either the budget authority or outlay lLimits—
aiss known as caps—t0 be exceeded trigger
& seguester to eliminate any such breach.
There iz no requirement that the fil gmount
availeble under the discretionary limits be
approprinted. Teble 1 is & summary of sll
chenges o the caps sinece they were sei
in 1590,

Adiustments to the discretionary lim-
{ts.-Table 2 shows the impact on the discre-
tionary limity of adjustments permitted by sec
tion 251} of the BEA. Adhustments author-
ized under section 251(bH1) include those for
differences between actual and projected infia.
tion and for changes in concepis and defini-
tions, These adjustinents were ghown in the
sequestration mreview report included in the
Pregident’'s FY 1995 Budget and are included
in the preview report limiis in Table 2.

Section 2510X2) of the BEA suthorizes
sdiustments that can be made afler appropria-
tions have been enacted. Table 2 includes
those adiustments that can be made now
due fo legislation enscted to date, ss well
a8 adjustmentg that would be made assuming
enactment of the President's proposals. The
aetual adjustments o be included in the
final sequesiration yeport at the end of this
vear's session of Congress cannot be deter-
mined until all appropristions have been
enacted. The section 2B1LYE) adjustments
include:

« Internal Revenue Service (IRS} funding.—
Purding for the IRS compliance initiative
asbove the Congressional Budget Office
(CBO) baseline levels estimated in June
1950, Adjustments are limited to the budg-

et authority and outlay amounts specified
in the law.

* Emergency approprictions.Funding for
amaounty that the President designates as
“emergency reguirements” and that the
Congress 8o desigoaies in siatute, Since
the February Tth preview report, sn addi-
tional $i0.7 billion has been enacted and
deaignated by the Presideni and Congress
88 “emurgency requirements.” Most of
these funds are reiated to emergency relief
following the Northridge, California earth-
guake.

The BEA also provides special allowances
for budget suthority and ouiievs. Two separaie
budget authority allowances may be provided
for 1994 and 1995, tougether with an adjust-
ment for outlaye asscciated with one of
the allowances, caleulated using spendout
rates conizined in the BEA, For 1984 through
1998, the BEA also provides for an additional
budget suthority allowance egual to (0.1 per-
cent of the adjusted limit on total discretionary
budgst authority for the budget vear,

Another adjustenent is the special cutlay
allowanee, The doliar amounts of the special
outiay zllowance for 1991 through 1995 are
specified in the BEA. The annual allowsances
for 1994 and 1995 are $6.5 hillion. The
outlay allowances through 1995 are reduced
by the outlays associated with the budpet
suthority allowances, For 1996 through 1998,
the outiay allowances are egual to 0.5 percent
of the sdjusted diserctionary outiay limit

Status of 1994 discretionary appropric-
$ivrw.--Table 3 summarizes the status of en-
acted 1994 diecretionary eppropristions rel-
ative 1o the discretionsry caps. Eracted budget
authority and outlays are within the caps.

Status of 1995 discretionary appropria-
tionis.—Table 4 shows preliminary OMB seor-
ing of the latest House, Senate, and completed
action for 1985 appropriations billa. Discre-
tionary budget suthority and cutlays based on
OMB seoring of House action to date are below

3
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OMB SEQUESTHATION UPDATE REPORT

the caps for 1995 by $10.3 billion and $1.3
billion, respectively. Based on Senate action,
budget suthority is $8.9 hbillion and outlays
are $50.5 billion below the sape. No sequesier
would be required if the levels descrbed here
were enacted,

In aecordance with section 255(h) of the
BEA, the President has exempted military
personnel accounts from sequestration in the
event ihat a sequester is required. ‘

Comparison betweert OME and CBO dis-
cretionnry limits.—Section 254(dX5) of the
BEA requires an explanation of differences he-
tween DMB and CBO estimates for the discre-
tionary spending limaits. Table 5 compares
OME and CBQ limits for 1994 through {995.
CRO uses the discretionary Hmits from (MB's
February Tth sequestration preview report as
& starting point for the adjustments made in
its sequesiration update report,

OMB and CBO have different estimates
of budget authority for emergency funding
enscted since February, CBO scores budget
authority for contingent sapproprisiions in
the fiscal wvear in which it is appropriated,
OMB scores budget autherity for enly those
contingent appropristions officially requesied
for relesse by the President and designated
by the President as emergency requirements.

(QMB and CBQ also have different estimates
of the outlay effects of the emergency funding
enacted since February, The larpest differences
in 1994 and 1995 are in the Federal Emer-
gency Management Agency’s Disaster Relief
Fund. OMB assumes a faster aspendomz of
the smergency appropriations for this program
than doea CB(. Additional detail sn emer-
geney funding estimating differences between
OMB and CBO is avsilable in the secparate
report issued February 17, 1984, subsequent
to ensctment of the bill providing emergency
relief for the California enrthquake,
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Table 1. SUMMARY OF CHANGES TO DISCRETIONARY SPENDING LIMITS

{In hillions of doilars)
198% 1062 1863 19834 1595
TOTAL IMSCRETIONARY
Statuiory Caps 85 Set in OBRA 1993 ...vivee. BA 4817 5334 8116 5108 5173

OL 5144 B24.9 534.0 534.8 540.8
Adjustments for changes in concepte and defini-

HOBRE oo rmnrrorvvrsrmarsarsrsssarssesmververvvsrmssnisssscrs B ipmesconcss T 8% 82 88
. OL cviiens 1.0 24 2.3 30
Adiustmenta for changes In infiletion ... BA w35 -~} -85 ~31.8
OL e 03 w5 5.8 ~8.8
Adigstmenta for credit reestimates, IR funding,
debt forgiveness, and IMF .. ..oee sereneess rreranas Ba 0.2 62 13.0 4.8 85
QL g3 0.3 08 08 0.7
Adjustmrents {or emergency reguirmenta ... DA a3 B3 48 /5 S
€L i 1.8 54 8.7 58
Adiustments for spacial allowances: Y
Diseretionary nsw budpet suthority .o.oneieens BA e a5 23 29
L& PU 1.4 22 286 1.3
Quilay AlloOWANLE .o servear i crcacessanaerens BA ser e ssssransesarns .
. 01, 28 1.7 a5 88 e
Subtetal, adjustmoenis  sxcluding Desert
Shicid/Desert Storm ... .. BA 1] 19.2 A 13.3 2.5
QL 48 59 88 9.6 20
&éxustment.s forr {’};:emnon Desert Siwildfﬂesen
Szm-m v rers enpesaarasns BA 442 40 0B * :
GL 333 14.8 7.6 28 1.1
Tota!l adfustnEnIE oo B8 45.4 352 242 18.3 -8
oL k5 A 208 84 124 30

e L O

Update report discretionary epending limits ........ BA 5371 536.8 s387 841 5152
Ok 551.6 8487 5504 547.1 5438

“Less than $50 miliion,



8 OMB SEQUESTRATION LPDATE REPORT

Table 2. DISCRETIONARY SPENDING LIMITS
(ks moillions of doliars)

1984 1995 1988

1987 1868

Total discretionary spetnding limits, Feb-

ruary 7, 1994 Preview Heport ..o BA 818383 515,178 516,631 521585 530,092
OL 542708 BA9G36 547318 DBIGRTY B47.0B0

Adjustmenta:
Emergency snp;ziamental appmmatmus (F.L

108.2115 .. R . BA GOBR s ceeevereerens rreeees resevarannes
’ 0L 858 3,700 1,143 605 41
Conlingent amergeney sppropriations released  BA 1648 prmmterinies aaravsaaners  sieespameseres
OL a5 §62 148 3 14

Subtoial, sdinabnenis . ez BA TO,TIZ i rnraenanar carresrarnens
L8 1 4441 4202 1,288 fizg B85

Upiate Report discretionary limits ......... BA 524976 BI5,178 $18,631 527,555 830,092
0L 7,149 B43838 bHABOH0S B47,581 B47,110

Anticipated further adjustments for the
¥Fina! Sequestration Report: .

OL oo 188 e e oo
Epecial allowanses .o BR i 2880 e wrveseres aevesvassvesen
Ol s 1438 Li 306 134

Entimated discrationary spending limits for
the Finnl Sequestration Reportl e BA 0624075 518246 518,831 527555 530,092

05, 57,149 545460 BANJIEYS 547057 B4T2M4

i'ﬁm February 7, 1994 Preview Report alss displaved an e:a“tmazaed adiustment lor the proper actounting of retirment
« Fhis mamatmgw mmpaméhy Administration, would result in e cap adjustment sfier

chassgy
mammi of thn inplementing

Table 3, STATUS OF 1994 DISCRETIONARY

APPROPRIATIONS
{In milliong of doilare}
Ba Ouilavs
TOTAL DISCRETIONARY
Adjusted :iiscmtwnary smzxdmg Homita 1 e 524076 B47. 48
Total enacted .. reemnons 308,159 548544
App:‘oprmtmm m:;funﬂer (-») sprm&mg limits 14,816 —6i5
L3 Hamits adjusted purswant to section 2581 of the BEA, insluding $822

willion {w use of the apecial satiay allowspee.
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Table 4. SUMMARY OF 1995 APPROPRIATIONS ACTION

{In millions of dollars)
HOUSE | SENATE
BA Cratlays BA Outisys
Agriculture, Hural Development ... i e 3,314 13800 F 14335 13886 F
Commeres, Justice, State and the Jﬁdmm e 26,088 24551 F 26,786 24910 F
Defense .. DOV UOTOUUURUPUPTRTUPURUURPPROTD > k. /.- 1 S~ 1: . .. B 243,414 280,155 F
Bzxmctﬁf Gﬁiumbm ............................................................. . 712 712 A 712 12 A
Energy and Water Developient ......imsnensessrssorsnns 20482 B30 A 2482 20880 A
Foreign Operations .. vt rr bR et ke s e st B et meas 15,684 13848 A 13,634 13548 A
Interior and Related Agenc:es ............................................ 13,482 13808 F 13,373 137142 ¥
Labor, HHS, Edaeation ... oo ssss srissessei s #9727 6881 F THO8BG 88786 F
Lepistative Braneh ..o s coarscn 2,887 2418 E 2.367 2418 E
Militare szmatwa RB38 BREI0 A 8836 BAE20 A
Transporiation and Halated Agezxcwa e 10688 38,180 F 13746 36332 F
Treasury, Postal Bervice, and Genersl ﬁﬁme% v 11,548 11878 F 11,774 11885 F
Yetorans Affairs, HUD, Independont Agengias .. 0,717 14080 F 70,709 73850 F
FY 1995 efferte of the FY 1934 smergency mph:mem.al
sopropriations snd emergency cuntingenoy releases | L. 4,202 oo 4202
Total dISCTOLIONBLY o sisninssn s 507,10 544,192 508,201 544,791
IRS comphiance initiative funding ... sennracracranans 188 184 1R8 184
Total discretionary with IRS funding .....cooorvmcrer,. PET S8 B44.378 HR.388 H44.975
Estimatod end-ofgesgion discretionary cape ... BIS 246 545460 518,246 545460
CONGHRESRIONAI ACTION OVERAINDER
Noten:
{)e:zaﬁ may not add to felais dus to rounding.
BTN,
iigiieln 4]
Eﬂw Enzcied

i Emerpency appropristions will be included in OMB's final scoring of affected bills, t}sztlays from emargenty Hppro-
priations emlctacf or releaned since February are shown by bil! below:

1995
Agrivigiture, Hural Devei i
Gomam, Junkize, State and ﬁm Judiciery .. ?Zé
ﬁam’gy and Water Developrsent 38
interioy vmd Reinted m%g , 4
Fadwr, 158, Bducatien v 113
Traroportation sl Reinted Agen Tig
Yeisrnns Affsive, IUD, Independent Agen
e A504

T AT LT g AT —— 4.250%
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Table 5. COMPARISON OF OMB AND CBO DISCRETIONARY SPENDING

LIMITS
{In millivnw of dollars)

1994

isas

{23

1997

198

2RO Update Reper: Limity:

DOMB Updete Report limita:

Ot et rvssnss i ssrresassrnsserranon

Diffsrence;

534,482
B45,961

524,073
547,149

~3,188

515,178
543,891

515,178
543,838

.............

518531
54%.380

518,631
H48.606

..............

6887858
547,692

527,555
547 561

530,092
B47.807

530,092
547,110

597

*



III. PAY-AS-YOU-GO SEQUESTRATION
REPORT

Pay-as-you-go enforcement procedures apply
i direct spending and receipis legisiation.
Direct spending is defined as entitlement
guthority, the food stamp program, and budget
authority provided by Iaws other than appro.
priations acts. The BEA enforcemont proce-
dures specify that receipts or direct spending
legialation should not incresse the deficit,
if it does, offsefiing reductions in the deficit
muat be enacted in other legislation. Qther-
wise, an across-the-board sequestration of
non-exempt mandatory spending is triggered.
The sequester would occur 15 days sfier
Congress adiourne to end a session, Socal
Security, the Postal Service, legisiation specifi-
cally designated as “emergency requirements”
avcording o 252(} of the BEA, and legislation
providing full funding of the Governments
deposit insurance guaraniee commitinent, are
not subject to pay-as-you-ge erforcement,

Within §ive days after the enacimient of
direct apending or receipts legislation, OMB
is required to submit & report te Congress
estimuting the change in outlays or receipts
resulting from that legislstion for each fiscal
year through 1998, The estimates must use
the same soonomic and technical assumptions
contained in the most recent President’s budg-
et Bach yewr in is final sequestration vepert,
OMB adds the estimates in all pay-as-you-
go reports together to determine the need
for & seguester. I, im toial, the combined
deficite for the budget year and the preceding
fizenl yemr have been increagsed by pay
‘as-you-ge legislation, that increase must be
offsst by sequestration.

In its preview report for 1995, OMB reported
that pay-as-you-go legislation enacted as of
Decamber 81, 1993, had reduced the combined
1994 and 1995 deficlt b $1.0 billien. As
Table 6 shows, OMB estimates thet legislation

enacted subsequent (0 December J1st reduced
the combined deficiis for 1994 and 1835
by an addiionual 305 billion. The pay-as.
you-go balances currently available for (908
are $1.5 billion.

Pending legislation.Several pay-gs-you-
go bills were elesred for the President. How
ever, as of August 16, 1994, he haz yet
iake action. Becnuse these bills are not yst
iaw, their impact on the deficii is not taken
mito account in this report. Current OMB esti-
mates of bills pending Presidential action are
shown in Table 7.

Comparison with CBO estimaies.—The
BEA reguires the pay-as-you-go sequestration
update report issped by OMB fo explain the
differences between OMB and CBO estimates
of enacted direct spending and receipt legisia-
tion. Since the CHBO report uses UMB esti-
mates for lepislation enacted prior to the cal-
endar yesr 1993, the only differences relute
ta legislation enacted this yvear,

UBO estimates that pay-as-you-go legislation
gnncted this yesr decreased the deficits for
1994 and 1995 by = total of %02 billien,
$0.3 billion less than OMB estimate for
these two years, Mogt of the difference is
due 1o the Federal Workforce Restructuring
Act of 1834, CBO goored the impagt of
the buyoul program on Federal retirement
benefits. OME considered the change in refire-
ment outlays to be indirect because the
Act made no changes o the Federal retirement
law. In addition, CBO's estimate of Multifem-
ily Housing Property Dispesition Reform Act
of 1994 was $0.1 below the OMB estimate.
Additional detail on estimating differences
between OMB and CBO is svsilable in the
separate reports issued subsequent to emact.
ment of ench bill.
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Table 6. DEFICIT i&ﬁ’AC’I‘ OF PAY-AS-YOU-GO-LEGISLATION ENACTED AS OF AUGUST 18, 1984

{lo mitlions of dollara}

Change in tha fiscsl year bassline delicit

Buepesrt
Numbez At itk 1093 195¢ 1605 1996 197 19DB  1994-9%
Leglsintion enacted prioe to OBRA 1993:
1t 188  Towsl umpact of ali bilis:
NI BN o oecoreie vorionoas cmnrepos sorie s siqps coumresvat nosndannsnen sboser savans on ers s0aernsresns dod Ebe cossovhs hbvet podsennssnns ~2,884 .912 .B03 0 8 0 -3, TiE
CHE estimata - w3 B0 36 331 0 i 13 347
Legisiation enscted fotlowing OBRA 1983 (o end of 1-: ms:éuzx. 103rd Cmmw
158 5 201 'Total inpeet of pont DBRA bifls {0 and of Ist session: .
OMEB estimaie o e e cnenernes -12 Big 188 450 480 -1,114 -1.%83
TBO emtimnin . et ma . ~-12 1087 -1 387 ~482 .1,024 ~485
Leglsisiion enacted In the M amicm of the 103rd Congma:
p94 Techmology-Releted Assiatance for Individuals with DMeshiltitios Act of 1984 (B L. 108-218;
HER 2338
OME estimnte 4 0 4] ] {0 s )
CBO extimata (CBO did not clnsedfy this os ?&Y(x{l}
203 Food Stamp Frogram lmpmwmentn Act of 1984 (P 1. 103-226; & 1928y
(OMB egtimate ., P eeiS e RRAIE AR PO HUNR YT RS AP SRR SRV LSRR A R PR g et a2 a64 1 B S LA SRR S48 0 £] 1 0 H 1] g g
CBO oxtiroate ... . (] 6 0 H o 4] 3
NA Federal Workiocce Resh-ucmmg Act of 1954 (P.L. 1(!3&% £ R 3345)
LR entimata {OMB did nol claaaify this aa PAYUIOH.
CHO estimnts . e - g 10 $74 56 1% 164 &
204 Conle F000: E&uﬂmm &mema ﬁct {PL 103«22’? Z"! R. 1804)
OME estimate ..o eeventa s U A PR AL S b nn e b i o LU VA . L4 ] 0 { {} G 0
CBO watimate . reacen - ¢ & 0 [+ f G (t
P43 National Fish t:n& Wﬂd] IfB ?m{iatiﬁn Eut.nbiwhmm% .&ct A.menémmu {P},, 103—232,
B.478)
OMB estimste . e ps i 1] & 0 g ] &
£B0 eatimate .. e 8 ¢ H 0 3 9 8
208 Muoltifemily Hmms Mmﬂg Dlspomtim Rf:fm ;‘&ct of 1994 {i"‘ i» 3.!)8~233 8. 2299}‘
QOMEB estimate | ¢ 478 g 113 tt g -4 76
CBO estirnato . rprans LE I § 54 & L+ 0 3 weig | (3
a0 Extend:ing ?‘m!ml lely Educatim Ixmn ngram Eiigibuity ta Ceriam Pwtaawndm-y In-
stitutions F.L. 103-235; B, 2004
OME oatirmnte . conerans 0 8 /4 12 i3 8 48
LB eatimate . A R 4 O P A B S 8 NS A S T R SR R 0 P ] 3 il 5 5 1 g
208 Foreign Saolations Mﬁzm-imtiﬂn Act, FYs 134 s.mi 1995 (PL 1%336 HR. 2333}:
OMB entimate | rmncorarcaona ahe e g ks e maRs e e s weevren R i1 g 4 4 1 1 G
CBO estimsi ..oowreres [} -2 —4 4 1 3 i

gt

JHOSEH ZLVTAN NOLLYRISENbAS N0


http:eatim!l.te
http:TecmwIOfY�&Ie.kd

Table 6. BEFICIT IMPACT éF PAY-AS-YOU-GO-LEGISLATIOM ENACTED A8 OF AUCGUST 18, 198 ~-Continued

{In millions of dollars}

Uhange in the fiscal veur baseline deficit

Japort Titls
Numbear Act 1993 19854 pititis 1994 1867 1998 $084-8R
209 Teomporary Custotss Phety Suspengion for Certain World Athleth: Bvents (1. 103-200 MR
40663
OMB eatimate ., R b VBT T TR ER rha g bs [RR B Y sse apsrnmserbe s LN RS 1 1t s0s sbrEndbaa b d LY ea TS Hok rn ¢ - - - - t; -
CBO eatimate . i s e O g 0 # & [ (4]
244G Marine Marmmal wectwn Act ﬁmmdmgms af 15?94 {PZ,. 203-%38 S 13362
OMB entlmats v - S @ 8 - " 2 wl 1
CRE) entimate | aa RO ] 4 3 w B | -1 a
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CRO eatimats v ) 8 0 ¢ 8 G [t}
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CBO extimate | ] g 0 L & G 0
214 Foreat Service lmd h.xchange mi& &;le ;md Pit!mi:a Ceuntiaa. Caloratkz {PL 1(}%2155 S
iy
OME axiimpta " o ] e i é 0 i
CBO extivnate reanss vt r e En e mast tobron L] 3 G i) & 0
s Freudpm of Access (o Clinic Entrances Act of 1854 P, L« 103—2539' S #8348y
OMB extimats . FARFat femert Sbre o PAAPAARR PSPt AT bk b o4 PR RO RO SR bt 8l ¥0 e BV ety e e er bk s anEe 4o B e 0 3 - —* " ¥ w?
UBO estimabs ..o e se s e 0 8 & G & o a
218 tndopondent Cawmei Reauthoxizatitm ﬁwt af 1994 (F’ i.. 183-2‘?0 S 24)
oMBR estlmaw et e b bedeen bn s bbb S e g 0 14 (] 4] 0 ¢
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217 Railroad Right-of- Way Cauvegmma Yalidation Act {mmw Law wa-z HER 118'1}
OME estienata . e e o e A APt evstn 0 4 0 L] & G G
CBO autimain | 0 & ] i} & 5] ]
218 ¥wmes Under M&ba&a Ag-ricuitumi &;mmod;t:es hct {’P L 2%» 2"-'!3. H ll 4582}:
OMB estimate ..o s ar - RPN g i} ¢ ¢ Z) G 4
CBO eslinmts . o £t 1] B 0 { ] i
218 Export &:im&xwtranm Ac& E’ixtemmn (‘PL 103»-2’?? H R. 483&’)
OMEB estizants . ereesran e e et b b s e e 0 G 0 ] g G ]
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Table 6. DEFICIT IMPACT OF PAY-AS-YOU-GO-LEGISLATION ENACTED AS OF ALKGUST 16, 198%4—Continued

{I1s millions of dollara)

e
Nwm

At Tide

Change in the fiscal your beseline deficit

1083

1993

96

1998

1997

19uR

1064 98

221

223

{Haregarding Paymenta 1o Nezi Viciima sa Iorome for Feders! Assistance Programs (DL

103-286: HR. 1&’?‘3}:
OMEB estimate | erers begs et rp v rk e b
CBO esthmate ..

For the relief of Meima Johnsw {!—‘s-ivaw Law zm }i R 6‘?2}

OMEB eabimale ..o v vernn et s in s e
CBOD eatimate |

Navy Vessal ’I‘rmﬁ:r &tzﬁmrimtim Act {P L 28{%235 H R. 4428

OMBE estimate ...
CB{ estimaie (CBO did not clansify thie ai PA‘ZG{}}

Social Security Independencs and Program Iwprovements Aot of 1984 ¢+, 103-2098; K i

427TTh
M estimate | "
LB0 estimats | . e

Talemarketing md Comm Mud umi Abuse ?’mmﬁm Act {’? L. 1%—297 H R BEgy

DMB entimate . e AP S PAT SeER S B d b B P AP S 20 b B e gr s BT

CBOQ eatimabe ... o YRR A PN 440 . e -

Sublolsl, legislation enavind in 2nd session of the 103rd Congress:
CIVEES BIIIALE oo e e et s b s e s ras s s bres Sk st e et
CBO estiroats ...,

s+
w38

~2

-1
—330

-33

R i
w418

‘Total. legisiation enacted:
CINTE BatIMIAED ..ooivivine s ins vy erscas sarser i ne e

B0 GAEIIIALR oo aeaee e et pocstnosnodson s mo smmas spasns s soat b todsneba st s smarnmssasssbc 4140440507 PR SHab0E rmsambe np ot S Fotbos

Memorandwm:
Lagisietion enacted sinoe CERA 93:

OMB estimata
OR0 estimate ...

w3 EH)
-395

wi®
1

~2
~ 168

-55
—4B7

~H
~ 158

e 2508
-2,29%

~33

- w2

1o

426
a12

~B3E

~}i8
w2

~471
~HEKy

411
3P0

—1,189
~1.B15

-1.188
-1.51B

-3.648
~§. 54

-1,742

“ $500.000 oy jsas.
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Table 7. DEFICIT IMPACT OF PAY-AS-YOULGO LEGISLATION AWAITING
FPRESIDENTIAL ACTION AR OF ALUUGUST 16, 194
{OMB estimates, in millions of dollary)

&1 Change in the fiscal year baseline deficit
Nunher Act Title
1994 1996 1996 1947 1998 199498
H.B. 2243  Federal Trade Comminion Art Authorizations ... O v y * * *
HER 2730 Federal Aviation Administeation Authorization Aet ... 4] 0 ¢ G & g
HR 374  Commumnity Dewlopment Banking and Financial fnati-
tutions Act .

Note: The listing snd all estimates in the table are preliminary and sublect t5 change. As required by the BEA, OMB wilf
issue final estimales within five days of enactment oball bills determined 10 be pay-as-you-go.
* $500,800 or l=an
1 Not yet avatlshle




IV. DEFICIT SEQUESTRATION REPORT

The BEA specified maximum deficit amounis
through 1898, These deficit ameunts reflected
economic and techniesl assumptions as of
the time the BEA was enacted. As sllowed
by the BEA, sach danuary, the maximum
deficit amounts were adiusted {6 reflest up-
to-date economic and technical gssumptions,

The meximun deficit amounis reflect the
“ar-budget” current law levels for direct spend-
ing and receipis, and the spending Jimiis
for discretionary programs. They do not in-
clude “of-budgel” mandatory outlays for Social
Security snd the Postal Bervice. As Table
8 shows, the current estimated deficit is
below the maximun deficit amount for 1995,
There 'is no excess deloit, and thus no
sequester is required

The BEA requires g comparison of the
OMB and CBO ssiimates of the maximum
deficit amount for the budget vesr to be
mciuded in this report. The CBO estimate
for the mavimum deficit amount is $2504
billions, $8.7 billion sbove the OMB estimate.
Compared 1o previous update reports, this
difference s relatively minor. As Table 9
shows, wnirtually all of the difference i1s due
to the CBO's estimate of receipts, which
is $7.3 billien below the OMB estimate.
While there are several offsetting outlay
differences, the net difference is only $0.6
billion. Both the OMB and CBQ estimntes
are based on the economic and technical
asgumptions developed last winter. They do
not reflect the economic and technical revisions
that OMB isvued in July or the revigions
that CBO will issue within s month.

Table 8. MAXIMUM DEFICIT AMOUNTS

fIn billions of dollars}
3908
Current Bathmaind DeBOI .o ss s rsssvecorssssaas 2428
Taens: Maxioou Defichh .o ccrnresnrssmertarsemassibrmrens 2487
Bubtotal ettt st h s bE YA ~3.1
Frosins defioit LX)

Note: Curvent Estimated Deficit and Mexmaan Deficit smount tnclude

seTpenTies,
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Table 9. DIFFERENCES BETWEEN OMB AND
CBO MAXIMUM DEFICIT AMOUNTS
(in billions of dollars)

1995

OMB maciemium defict amounts ......... 243.7
Receipia {elicdt INPBELY i serrrres e s starvtnsens T3
Chatinys: .
Discretionary ... {32
Muandatery:
Commodity Cemdiz Corporation ~1.8
Housing Credis Hauidating atoseists oo I8
Depusit inmzranze o wony e na ~1.0
Madicarw el i
Supplemental Security JOmMP e wiF
Vetoranne benefits pnd servionms o csmene o evmcnrens ~1.3
(Khor mandatory .. i
Ca-budget intarest - 22

Subtatal mandaiory differences =04
Toial, sutlay differences -6
Total, differences ... v &7
CBO Maximum deficit smomunts oo s 2504

. e
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MEMORANDUM EOR CHIEF OF STAFF

FROM; HAROLD ICKES
CAROL RASCO \“'”‘x \&Tw/
ALICE RIVLIN 7

ROBERT RUBIN
GEORGE STEPHANOPOULOS

SUBJECT: Coordination of @Cum e&fiiifw, and the Budge .. /

This memo reflects a meeting among the five of us following up on yesterday's et / vy i&i
Management Committee meeting discussion of how 1o integrate the Administration efforts on A <38
fealth care, welfare reform, and the budget.

Y

Below is a proposed structure to make sure: (a) that health care, welfare reform, and
the budget (broadly defined to include entitlement issucs, tax questions, deficit questions,
balanced budget issues, etc.} are integrated; (b) that the White House focuses on the
ramifications of each of those policies for each other; and (c) that there is focus on what the
three policies together mean for the President.

We propose that an informal group whose membership is drawn from each of the
specific areas meet weekly, or as needed, to integrate the progress from the three separate
DPC and NEC policy efforts, and will include political and outreach efforts. Suggested
membership of the group is: Carol Rasco, George Stephanopouios, Harold Ickes, Alice
Rivlin, Bob Rubin, Pat Griffin, Mark Gearan, and Leon Panetta when available (you might
want John Angel there, as well).

Welfare (DPC), the budget (NEC), ard health care (DPC/NEC) policy development
will run on parallel tracks, These policy groups will also include legisiative affairs and
others, as appropriate, By articulating the major choices in cach area, the group can think
about the interaction of these choices. In the budget area, the Rivlin memo already articulates
the major choices that we face. The health care working group will focus on developing
those choices in its first several weeks. On welfare, Carol will start the welfare picce after
there is some Presidential guidance on budget, political and other matiers,



In addition to handling these major policy initiatives, the group can be used to make
sure that efforts that pass a threshold of importance, like the REA and the Farm Bill, are
considered in the context of our other major cfforts.

Another issue that we focused on when we met was use of the Presidents time, While
these efforts are going to require a considerable amount of Presidential time, the group
discussed how pre—mectings and thorough briefing memos can help the President make
informed decisfons and reduce the time the President spends in meetings.



