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Executive Summary

BACK IN BLACK

Washington is again waiting until the last minute to avoid a “crisis”— a crisis foreseen years
in advance and created by Congress itself. For far too long, Washington politicians from both
parties have spent money we do not have for things we do not need. As a result, the national debt
now exceeds $14 trillion, $4 trillion of which was added in just the past three years. Now those
who created this debt want us to believe the only solution is to simply borrow more money.

But any debt increase not accompanied with meaningful savings will only temporarily
postpone the inevitable. Real choices must be made to reduce spending, increase revenues, or both.
If Washington does not begin making these difficult choices today, those decisions will be made for
us tomorrow and the results could be catastrophic. The only guaranteed entitlements for future
generations will be debt and lower standards of living.

Our increasing government debt will “result in lower incomes than would otherwise occur,
making future generations worse off,” warns the non-partisan Congressional Budget Office.
“Higher debt would make it harder for policymakers to respond to unexpected problems, such as
financial crises, recessions, and wars. Higher debt would increase the likelihood of a fiscal crisis, in
which investors would lose confidence in the government’s ability to manage its budget and the
government would thereby lose its ability to borrow at affordable interest rates.”

Special interests and politicians would have us believe any proposed savings resulting from
reducing spending will unfairly harm the disadvantaged. This is absolutely not true. The federal
budget is bloated with hundreds of billions of dollars of waste, fraud and duplication.

Consolidating overlapping programs can actually improve efficiency while reducing costs.
A recent Government Accountability Office (GAO) report exposed how duplication within the
federal government is wasting hundreds of billions of dollars every year. “This fragmentation can
create difficulties for people in accessing services as well as administrative burdens for providers
who must navigate various application requirements,” GAO noted. “The lack of coordination”
caused by duplication poses a “barrier to the delivery of services” to those in need, according to
GAO.

Improving the management of programs can also save billions of dollars. The federal
government is overpaying pharmaceutical companies nearly $4 million a month for drugs provided
by some federal health programs, for example. Likewise, Washington paid over $1 billion in
benefits to the deceased over the past decade. Fixing these and other mismanagement will not only
save tax dollars, but also ensure more, rather than less, resources to provide aid to eligible
beneficiaries.

But in this era of trillion dollar annual deficits, even saving hundreds of billions of dollars is
not enough. Tough choices will still be necessary. Everyone is going to feel a pinch. For some it
may be a sting. Everyone will be asked to do more with less. This includes Members of Congress,
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government employees and contractors, millionaires, and even the White House and Pentagon. We
are all in this together and, therefore, we all must be part of the solution.

When we are borrowing forty cents for every dollar we spend, we cannot afford excuses.
We must review every department, every program, and every expenditure for potential savings. If
you cannot find waste in any part of the federal budget, whether health care programs, defense
spending, or even the tax code, it can only be for one reason—you have not looked.

The federal government has become so large, it is impossible to grasp its true size and scope
or to pay for its costs. Nearly every corner of the federal government is rife with duplication,
mismanagement, and special interest carve outs. Each is protected by an entrenched bureaucracy, a
well financed lobbying group, an active and organized constituency, and an entrenched politician,
which time and again align to best any efforts to reform, cut, or eliminate government waste.
Perhaps there is no better recent example of this phenomenon then when only 15 of 100 senators
voted to defund the infamous Bridge to Nowhere in Alaska which had become the national symbol
of government waste.

Eventually commonsense prevailed when taxpayer outrage accomplished what a vote in the
Senate could not. Not only was the bridge stopped, the entire favor factory within Congress that
allowed lawmakers to dole out tax dollars to special interests for parochial pet projects long
defended by politicians in both parties was shut down. A decade earlier, similar widespread public
demand forced Washington to overhaul welfare. These efforts, both of which were made possible
with bipartisan support, are the models for returning fiscal sanity to our nation’s budget.

The public is again demanding action but Washington is playing a game of partisan budget
brinksmanship. The problems we face are too big to be caught up in political posturing and they
will not be solved without the cooperation of members of both parties.

Most of our excesses are the result of decades of Congress overstepping the limited powers
granted to the federal government by the U.S. Constitution. Government is so vast, complicated,
and protected by special interests, it has become nearly impossible for even most lawmakers to
navigate. As a result, overly simplistic solutions that will not solve the problem are being proposed,
such as “capping” spending at unsustainable levels, reforms to the budget process that cannot
guarantee spending reductions, raising taxes on millionaires, or increasing the government’s
borrowing authority.

A thorough review of the entire federal budget is long overdue. Such an evaluation should
not be seen through political or ideological lenses, but as a practical evaluation: What works and
what does not? What is a priority and what is not? What is in the national interest and is a special
interest? What is necessary today and what has become obsolete? And what is efficient and what is
wasteful?

This report does just that. It provides a plan to put the U.S. back in black by identifying $9
trillion in very specific savings that can be achieved over the next decade. These savings are
derived from consolidating duplication, weeding out waste, eliminating special interest subsidies,
reducing overhead costs, demanding results, and setting priorities.
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This plan recognizes all spending is not created equal by asking those with more to take less
to ensure those who gave more will not be left with nothing. It ensures health care for wounded
combat veterans, while ending unemployment benefits for jobless millionaires.

It ensures initiatives benefitting all Americans continue to receive sufficient support while
eliminating those benefitting a select few. Medical research to unlock cures for cancer and other
afflictions conducted by the National Institutes of Health would continue to receive modest funding
increases every year, while tax breaks for Hollywood movie producers would be ended.

Social Security is protected for future generations by giving more to those with less and less
to those with more. The life of Medicare is extended without changing the fundamentals of the
program. Our national defense is protected while eliminating over $1 trillion in Pentagon waste and
excess. Foreign aid to nations who are making money by loaning the money back to us is cut off
while maintaining our commitments to our allies and needy nations who rely upon our continued
generosity to combat disease and poverty.

The debt is the real threat to our future and our national security. More than $1.5 trillion is
projected to be added to our $14.4 trillion national debt every year for the foreseeable future. These
colossal amounts are dwarfed by the $61.6 trillion in additional unfunded obligations promised by
the federal government. These commitments include Social Security payments and federal
retirement programs, which have been raided by Congress to pay for other programs.

We cannot guarantee retirement programs for the elderly, protect the safety net for the poor,
or preserve the American Dream for future generations if we do not end Washington’s
unsustainable borrowing and spending. While the federal government is bailing out banks,
corporations, and government programs and trust funds, we are bankrupting our nation in the
process and there is no one who can bail us out when that happens.

To avoid such a catastrophe, this report provides perhaps the most detailed deficit reduction
plan ever proposed. It is the result of a thorough review of every federal department, agency,
program, and mission. It does not rely on gimmicks. It does not postpone spending cuts to future
years. It does not defer decisions to commissions or future generations. It provides honest and
thoughtful reasons for savings everywhere in the federal government, from entitlement programs to
defense spending, and even the tax code, based upon facts rather than ideology or political
posturing.

Taken together, this report provides a balanced plan that protects our priorities but asks
every American to make some sacrifices today to ensure future opportunities for our children and
grandchildren.
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METHODOLOGY

To assemble the hundreds of spending reductions and cost saving reforms proposed in Back in
Black, the Office of Senator Tom Coburn spent thousands of hours thoroughly reviewing
department and program missions, performance evaluations, budget justifications, and grant awards,
as well as reports and audits issued by the Government Accountability Office (GAQ), Inspectors
General, the Office of Management and Budget (OMB), the Congressional Budget Office (CBO),
and the Congressional Research Service (CRS), the recommendations of a variety of budget and
public policy experts, and oversight reports and investigations conducted by Senator Coburn’s staff
on the Senate Homeland Security and Government Affairs.

For the discretionary savings estimates, cost estimates were derived from multiple entities,
including CBO, OMB, and CRS.

Every department and virtually every major government program was evaluated to determine if one
or more of the following criteria was applicable:

*Not Needed — Serves no vital or essential federal role or has outlived its intended purpose.
*Does Not Meet Any Need — Little or no evidence to demonstrate results or effectiveness
achieving stated goals.

*Wasteful — Significant amounts of silly or unjustifiable expenditures.

Duplicative — Duplicates or overlaps existing government agencies or initiatives.

*Not a Priority at this Time — Mission cannot be justified within today’s budgetary
constraints.

*Not Cost Efficient — Benefits do not exceed the costs.

Parochial — Serves a local or special interest with no overriding federal role and exceeds
the limited powers granted to Congress enumerated in Article 1, Section 8 of the U.S.
Constitution.

*Mismanaged — Significant amounts of erroneous, fraudulent and improper expenditures,
excessive overhead and administrative costs, or otherwise poorly administered or
implemented.

The revenue savings proposed in Back in Black relied upon an evaluation of certain components
within the tax code by the Office of Senator Tom Coburn as well as research and estimates
conducted by the Joint Committee on Taxation, Taxpayer Policy Center, Committee for a
Responsible Federal Budget, GAO, CRS, CBO, and the Treasury Inspector General for Tax
Administration. The tax expenditures, loopholes, or tax subsidies were evaluated to determine
whether one or more of the following criteria applied:

e Spending — Provision is spending provided through the tax code.

e Questionable Policy — Tax provision incentivizes behaviors with consequences that are
not national priorities.

e High Rate of Waste or Fraud — Significant amount of improper payments or fraud.

e Duplicative — Provision duplicates other benefits provided by the federal government.

e Special Interest Earmark — Provision benefits only a narrow group or industry.
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Proposals to eliminate, consolidate, reform, or end a provision within the tax code were reached
based upon the results of this evaluation.

For the Medicare and Medicaid programs, resources from the National Commission on Fiscal
Responsibility and Reform, CBO, and the Department of Health and Human Services’ Office of
Inspector General were utilized.

For the Social Security and disability programs, numerous reports and recommendations were
considered, including those of the Social Security Advisory Board, the SSA Office of Inspector
General, and GAO as well as suggestions from CBO were reviewed. Staff also conducted a number
of interviews with individuals within SSA, who provided insight on agency practice and
interpretation of statutes and regulations.

The Social Security Office of the Actuary analyzed Senator Coburn’s proposed reforms to the
Social Security OASI and SSDI programs and determined the plan provides trust fund solvency for
at least 75 years.
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GENERAL GOVERNMENT

With the country facing unprecedented levels of debt, taxpayers expect the federal government to
run more efficiently, guarding against careless waste of precious recourses. It is essential Congress,
the administration, and federal agencies do everything in their power to cut spending, reduce
duplication, and reign in waste, fraud, and abuse. This chapter includes more than 20
recommendations, saving taxpayers billions of dollars frivolously lost every year by an enormous
government bureaucracy.

Three Year Freeze on Pay and Bonuses for Federal Employees

Federal workers receive an automatic annual increase known as a cost-of-living-adjustment
(COLA). In addition, they can be eligible for recruitment, relocation, retention and performance
bonuses worth many thousands of dollars more. *

According to the National Commission on Fiscal Responsibility and Reform (Fiscal Commission), COLAS
have grown the federal payroll more than five percent in the past two years.? This proposal would
institute a three-year government-wide freeze on federal pay at every government agency, including
the Department of Defense civilian workforce. In addition, this proposal would freeze other
bonuses for the same period, saving taxpayers $144.4 billion over ten years.?

Reduce the Size of the Federal Workforce by 15 Percent or 300,000

The National Commission on Fiscal Responsibility and Reform recommended a reduction in the
federal workforce of ten percent or 200,000 by 2015.% In a recent Wall Street Journal op-ed, noted
government expert Professor Paul C. Light of New York University recommended reducing mid-
level management in government, cutting the number of appointees, mid-level and senior managers
by a third, and boosting attrition in these areas by freezing new hires to replace departed managers.®

1p.L.108-411

% The National Commission on Fiscal Responsibility and Reform, “The Moment of Truth”, December 2010,
recommendation 1.10.3,
http://www.fiscalcommission.gov/sites/fiscalcommission.gov/files/documents/TheMomentofTruth12 1 2010.pdf.
® These are 10-year staff estimates extrapolated from scoring data utilized by the National Commission on Fiscal
Responsibility and Reform.

* The National Commission on Fiscal Responsibility and Reform, “The Moment of Truth”, December 2010,
recommendation 1.10.4,
http://www.fiscalcommission.gov/sites/fiscalcommission.gov/files/documents/TheMomentofTruth12 1 2010.pdf.
® Light, Paul C., “The Easy Way Washington Could Save $1 Trillion,” The Wall Street Journal, July 7, 2011,
http://online.wsj.com/article/SB10001424052702304760604576428262419935394.html, accessed July 13, 2011.



http://www.fiscalcommission.gov/sites/fiscalcommission.gov/files/documents/TheMomentofTruth12_1_2010.pdf
http://www.fiscalcommission.gov/sites/fiscalcommission.gov/files/documents/TheMomentofTruth12_1_2010.pdf
http://online.wsj.com/article/SB10001424052702304760604576428262419935394.html
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This proposal would reduce the federal workforce by 15 percent, or 300,000 federal employees,
over ten years. The reduction would be accomplished through attrition and would allow agencies to
hire two new employees for every three who have retired or left the federal government.® In
addition, this proposal would also require each agency to quarterly track the number of federal
employees. In total, this reform will generate savings of $229 billion over ten years.’

Reduce the Size of the Federal Contractor Workforce by 15 Percent

This proposal, similar to proposals from the Fiscal Commission and Professor Light, would require
all federal agencies, including the Department of Defense, to cut the number of contract employee
slots by 15 percent. In its final report, the fiscal commission called for cutting 250,000 contract
employees, while Light recommended a reduction of 500,000. ®°

According to the Government Accountability Office, “since fiscal year 2006, civilian agencies have
obligated over $100 billion annually to obtain a range of services from contractors. Almost 80
percent of contract obligations made by civilian agencies in fiscal year 2010 were for service
contracts.”® As with the Fiscal Commission’s proposal, all agencies including DoD would be
required to provide an annual headcount of how many employees are working on federal contracts,
and what ﬂJecific jobs they are fulfilling.** This proposal would save an estimated $233 billion over
ten years.

Reduce and Restrict Government Printing

Encouraging federal employees to hit the print icon less every day could save taxpayers $440
million each year. A report finds that federal agencies — excluding the Department of Defense —
spend nearly $1.3 billion a year on office printing.** Of these printing costs, the study identifies
$440.4 million a year — 34 percent —spent on unnecessary printing.** These figures do not include
the funds agencies spend to publish various documents for public consumption, but rather the
estimated annual printing expenditures based on the average federal civilian employee.

The studies noted few agencies had established or enforced printing guidelines detailing when it
was appropriate and inappropriate for employees to print documents. Eighty-nine percent of federal

® The Fiscal Commission also recommended hiring two workers for every three who have retired or left the federal
government.

" These are 10-year staff estimates extrapolated from scoring data utilized by the National Commission on Fiscal
Responsibility and Reform.

& The National Commission on Fiscal Responsibility and Reform , $200 billion in llustrative Savings, November 12,
2010, http://www.fiscalcommission.gov/sites/fiscalcommission.gov/files/documents/Illustrative_List 11.10.2010.pdf.
° Light, Paul C., “The Easy Way Washington Could Save $1 Trillion,” The Wall Street Journal, July 7, 2011,
http://online.wsj.com/article/SB10001424052702304760604576428262419935394.html, accessed July 13, 2011.

1% Government Accountability Office, “OMB Service Contracts Inventory Guidance and Implementation”, May 27,
2011, http://www.gao.gov/products/GAO-11-538R.

"The National Commission on Fiscal Responsibility and Reform , $200 billion in Illustrative Savings, November 12,
2010, http://www.fiscalcommission.gov/sites/fiscalcommission.gov/files/documents/Illustrative_List_11.10.2010.pdf.
12 These are 10-year staff estimates extrapolated from scoring data utilized by the National Commission on Fiscal
Responsibility and Reform.

3 Website of the Government Printing Report, “2009 Government Printing Report — A Closer Look at Costs, Habits,
Policies, and Opportunities for Savings”, Lexmark, May 12, 2009, http://www.governmentprintingreport.com/.

4 Website of the Government Printing Report, “2009 Government Printing Report — A Closer Look at Costs, Habits,
Policies, and Opportunities for Savings,” Lexmark, May 12, 2009, http://www.governmentprintingreport.com/.



http://online.wsj.com/article/SB10001424052702304760604576428262419935394.html
http://www.gao.gov/products/GAO-11-538R
http://www.governmentprintingreport.com/
http://www.governmentprintingreport.com/
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employees reported their agencies do not have formal printing policies in place.*® This reduction
will save taxpayers an estimated $4.9 billion over ten years.

Reduce Civilian Agencies’ Travel Budgets by 75 Percent

The federal government’s annual travel budget is $15 billion,'® and has seen significant growth in
the last decade. Non-defense travel grew from $3 billion in 2001 to over $5 billion in 2007."’

The President’s Fiscal Commission noted that web-based training and teleconferencing makes it
much easier for agencies to perform their mission without travel. While this reduction may seem
severe, state and local governments are cutting back even more when it comes to travel. California
for example, has banned all travel “unless it is mission-
critical or there is no cost to the state.’® Several Maryland
counties have reduced or eliminated travel to out-of-state
conferences.® One Maryland county executive was quoted
as saying “’Traveling out-of-state to conferences, and in
this economic climate ... I’'m not going to allow that to

OCCur, 2 20

This proposal would reduce the travel budgets of civilian
agencies by 75 percent. In addition to cutting the travel
budget, the proposal would also require agencies to hold 10 percent of their travel budget in reserve
until the last month of each fiscal year.”* Reducing the federal government travel budget would save
$43.3 billion over ten years.

Eliminate Reemployed Annuitant Double Dip

Under current law, an agency must receive a waiver from the Office of Personnel Management
(OPM) to rehire a retiree, also known as an annuitant. In most rehirings, the annuitant continues to
receive a full annuity; however, the salary is reduced by the amount of the annuity payment.?® If an
agency claims an urgent need, however, it can hire an individual with both a full salary and a full
pension. Such cases, known as “double-dippers,” can cost the taxpayer over $55 million a year.?

> Website of the Government Printing Report, “2009 Government Printing Report — A Closer Look at Costs, Habits,
Policies, and Opportunities for Savings,” Lexmark, May 12, 2009, http://www.governmentprintingreport.com/.

18 The National Commission on Fiscal Responsibility and Reform , $200 billion in llustrative Savings, November 12,
2010, http://www.fiscalcommission.gov/sites/fiscalcommission.gov/files/documents/Illustrative_List 11.10.2010.pdf.
! The National Commission on Fiscal Responsibility and Reform , $200 billion in llustrative Savings, November 12,
2010, http://www.fiscalcommission.gov/sites/fiscalcommission.gov/files/documents/Illustrative_List 11.10.2010.pdf.
18 Office of Governor Edmund Brown, “Governor Brown Bans Non-Essential Travel”
http://dI5.activatedirect.com/fs/distribution:wl/ze7pzanwmhlzgt/znteu3vaczt2a3/daid/zntimxgkfkébls? c=d%7Cz

9 Maryland Association of Counties, “Counties Reducing Travel and Training Budgets”, May 14, 2010,
http://conduitstreet.mdcounties.org/2010/05/14/counties-reducing-travel-and-training-budgets/.

% Maryland Association of Counties, “Counties Reducing Travel and Training Budgets”, May 14, 2010,
http://conduitstreet.mdcounties.org/2010/05/14/counties-reducing-travel-and-training-budgets/.

“Iprogressive Policy Institute, Return to Fiscal Responsibility 11, April 2007,
http://www.dlc.org/documents/Fiscal_Responsibility 04302007.pdf.

22 sections 8344 and 8468 of title 5

2 Staff estimate. According to CBO, the average retired federal employee retired with 28 years of service and falls
within GS grades 10 to 13 (average salary of the four pay scales is $65,551). To come up with this estimate, staff first



http://www.governmentprintingreport.com/
http://dl5.activatedirect.com/fs/distribution:wl/ze7pzanwmhlzgt/znteu3vaczt2a3/daid/zntlmxqkfk6b1s?_c=d%7Cz
http://conduitstreet.mdcounties.org/2010/05/14/counties-reducing-travel-and-training-budgets/
http://conduitstreet.mdcounties.org/2010/05/14/counties-reducing-travel-and-training-budgets/
http://www.dlc.org/documents/Fiscal_Responsibility_04302007.pdf
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The number of “double-dippers” has increased dramatically over the past decade. In 2000, OPM
counted over 650 federal employees who received waivers making them eligible for both salary and
annuity. * By 2007, the most recent numbers available, OPM saw a nearly six-fold increase in their
numbers, to over 3,000. ?°> The number of double-dippers is assumed to have grown since then, in
part due to a provision in the 2010 National Defense Authorization Act, which extended agencies’
ability to offer double-dipping to part-time employees.?®

This proposal eliminates the ability of annuitants to receive both retirement and salary, saving at
least $611 million over ten years. Agencies need to do a better job at succession planning which
would eliminate, in most cases the need for this practice. This recommendation would not impact
the part-time hiring authority provided in the National Defense Authorization Act of 2010.

Reduce the Number of Limousines Owned by Federal Agencies

In the past two years, the federal government’s limousine fleet has grown by an astounding 73
percent.”” The government owned 238 limos in 2008, but by 2010, that number reached 412.%

The winner of the most luxury limousine purchases goes to the State Department whose fleet grew
from 65 limos in 2008 to 259 in 2010. According to the State Department, the most common type
of limo purchased is a Cadillac that has a base
price of $60,000.° To set an example for the
American people and remove the perception of
government excess, the federal government
should reduce the number of limousines down to
2008 levels and save $115.5 million over ten
years.

Reduce Non-Limousine Federal VVehicle Fleet Budget by 20 Percent

This proposal echoes one made by the National Commission on Fiscal Responsibility and Reform.*
At last count, federal agencies owned or leased over 662,000 cars, vans, sport-utility vehicles,

calculated an estimated annuitant which would be roughly $18,354. That number was then multiplied by 3,000 - the
number of reemployed annuitants; http://www.cbo.gov/ftpdocs/78xx/doc7874/03-15-Federal_Personnel.pdf; OPM
retirement computation page, http://www.opm.gov/retire/pre/fers/computation.asp.

2 Information provided to staff by OPM, OPM's Central Personnel Data File

% Information provided to staff by OPM, OPM's Central Personnel Data File

*p.L. 111-84.

27 Joe Eaton, The Center for Public Integrity, May 31, 2011, http://www.iwatchnews.org/2011/05/31/4765/limousine-
liberals-number-government-owned-limos-has-soared-under-obama.

%8 Joe Eaton, The Center for Public Integrity, May 31, 2011, http://www.iwatchnews.org/2011/05/31/4765/limousine-
liberals-number-government-owned-limos-has-soared-under-obama.

% Joe Eaton, The Center for Public Integrity, May 31, 2011, http://www.iwatchnews.org/2011/05/31/4765/limousine-
liberals-number-government-owned-limos-has-soared-under-obama.

%The National Commission on Fiscal Responsibility and Reform, “The Moment of Truth”, December 2010,
recommendation 1.10.5,
http://www.fiscalcommission.gov/sites/fiscalcommission.gov/files/documents/TheMomentofTruth12 1 2010.pdf
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trucks, buses and ambulances.** According to the Government Accountability Office, these vehicles
consume about one million gallons of fuel per day.*

Since 2006, the federal vehicle fleet has grown by five percent. Meanwhile, the cost of maintaining
and servicing those vehicles has grown over 25 percent, to $4.6 billion.*®

It is unclear why some agencies need many of the vehicles they own. For example, the National
Science Foundation, which issues grants and does no outdoor field research and the Broadcasting
Board of Governors, which counts only nine members, each have 53 SUVs.**

In 2009, the Air Force demonstrated that agencies can do what this
proposal calls for. It was able to reduce its non-tactical vehicle
fleet by more than 3,250, without reducing its ability to conduct its
mission.* In addition, each agency Inspector General should
review the use of their respective agencies’ vehicles as part of the
effort to find further savings. This proposal would not apply to the
Postal Service or the Department of Defense. Reducing the federal
vehicle fleet by 20 percent will save the federal government $5.6
billion over ten years.

Prohibit the Use of Project Labor Agreements on Federal Contracts

For decades, Project Labor Agreements (PLAS) have been used by the federal government on large
contracts, particularly construction projects. They require bidders on the projects to promise to
adhere to union work rules and wage scales, and pay into union pension funds, even when non-
union workers are assigned to the project.

Supporters argue PLAs reduce the possibility and cost of disputes and delays which would
otherwise flare on worksites that do not have a single, uniform set of employment standards and
protections.*®

However, studies reveal PLASs can reduce competition, increase costs for taxpayers (by some
estimates up to 10-12 percent per project), and add layers of bureaucracy and red tape to federal
construction projects.

In February 2009, the president issued Executive Order 13502 to encourage executive agencies to
consider requiring the use of PLAs when they engage in large-scale construction projects. In the

*1General Services Administration, 2010 Federal Fleet report, http://www.gsa.gov/portal/content/242645.

%2 Government Accountability Office, “Opportunities to Reduce Potential Duplication in Government Programs, save
Tax Dollars, and Enhance Revenue”, page 55, http://www.gao.gov/new.items/d11318sp.pdf.

% General Services Administration, 2006 Vehicle Fleet report,
http://www.gsa.gov/graphics/ogp/FFR2006_030707_R20065S-s_0Z5RDZ-i34K-pR.pdf.

% General Services Administration, Vehicle Management Library, http://www.gsa.gov/portal/content/102943.

% General Services Administration, 2009 Vehicle Fleet report,

http://www.gsa.gov/graphics/ogp/Fedeal FleetReport2009rev.pdf

% White House, “Executive Order, Use of Project Labor Agreements on Federal Construction Projects,” Feb. 6, 2009,
http://www.whitehouse.gov/the-press-office/executive-order-use-project-labor-agreements-federal-construction-
projects, accessed July 13, 2011.

%7 Sept. 23, 2009 study by the Beacon Hill Institute (BHI), “Project Labor Agreements on Federal Construction Projects:
A Costly Solution in Search of a Problem, http://www.beaconhill.org/BHIStudies/PLA2009/PL AFinal090923.pdf
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April 13, 2010 Federal Register, a final rule was published implementing this Executive Order on
construction projects costing more than $25 million.

In a 2009 study, one conservative think tank estimated if the executive order had been in effect in
2008, federal construction projects that year would have cost taxpayers an additional $1.6 billion to
$2.6 billion.® Regulations implementing PLAs should be repealed to ensure the most efficient use
of taxpayer money. Eliminating PLAs would save $17.7 billion over ten years.*°

Eliminate Hollywood Liaison Offices

Several federal departments and agencies maintain offices and programs for the purpose of helping
Hollywood produce movies and television programming, often with the goal of ensuring producers
positively portray the federal government. These agencies have at least 14 employees with a
combined salary total of $1.2 million,”’ including:**

The Department of Homeland Security, with one federal employee;

The United States Air Force, with two employees;

The United States Coast Guard, with three coast guard employees;

The United States Marine Corps, with four employees; and

The United States Navy, with four employees.

The Centers for Disease Control’s (CDC) Entertainment
Education Program collaborates with Hollywood to raise
awareness and encourages people to live healthier lives.
The CDC has worked with shows such as Grey’s
Anatomy, and Army Wives.*? In other words, the CDC
spends $1.9 million to ensure that when a made up
character in a fictitious TV show talks about a health
topic, he or she talks about it accurately.*®

Taxpayers should ask the question: should the CDC and
other federal agencies spend $3.2 million annually to help Hollywood develop its plotlines? If
Congress eliminates these offices, taxpayers could see savings of $34.4 million over ten years.

Eliminate the Use of Non-Competitive and Cost Plus Government Contracts

According to OMB, the federal government spends over $500 billion annually on federal
contracts.** Competition helps to ensure that the government receives the highest-quality products

% Sept. 23, 2009 study by the Beacon Hill Institute (BHI), “Project Labor Agreements on Federal Construction Projects:
A Costly Solution in Search of a Problem, http://www.beaconhill.org/BHIStudies/PLA2009/PL AFinal090923.pdf

% $1.6 billion was used to calculate the savings over ten years.

“0 Information provided by CRS on November 3, 2010. CRS provided the number of employees in the agencies noted
as well as an estimate on salaries.

“! Information provided by CRS on November 3, 2010.

“2 The Centers for Disease Control, The CDC’s Health Out Loud, December 21, 2010,
http://blogs.cdc.gov/healthoutloud/2010/12/21/129/.

8 Oversight report by Senator Tom Coburn, “CDC off Center”, June 2007,
http://coburn.senate.gov/public/index.cfm?a=Files.Serve&File id=f016bd58-8e45-45d4-951a-b6b4d1ef3e70.
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for the least amount of money. Without competition, earmarks and no-bid contracts have caused
the American taxpayer to spend untold billions on wasteful purchases.

According to a 2010 Government Executive article, non-competitive contracts have been a systemic
and costly problem in the federal government. The article states that “from fiscal 2000 through
fiscal 2008, sole-source contracts leapt from $73 billion to $173 billion. Contracts with one bid,
meanwhile, skyrocketed from $14 billion to $67 billion.”* The Government Accountability office
found in 2009, the government spent $170 billion on noncompetitive contracts.*

Examples of abuse abound:

e A 2007 DoD Inspector General report reported that DoD awarded "sole-source™ contracts
valued at $2.2 billion to two companies for armored vehicles. The report found that the no-
bid contracts risked the lives of U.S. troops in Iragq due to malfeasance in awarding and
monitoring of the contracts.*’

e A 2006 DoD IG report found that for 6 of 14 sole-source purchases reviewed, procurement
officials did not provide adequate justification for sole-source procurements.*®

e The Census Bureau entered into a no-bid contract with the Harris Corporation to produce the
handheld computers for the 2010 Census. The contract cost $600 million and handheld
computers were a failure.*

e The Legal Service Corporation IG found that 37 of the 38 consultant contracts it reviewed
had not been competitively bid. >

e In February 2008, the Department of Interior Inspector General issued a report that stated
“the Department’s current practices have abused sole source contracting by: modifying the
scope of originally competed contracts, resulting in de-facto sole source contracts; using
justifications for other than full and open competition that were questionable or not properly
documented in the contract files; and failing to establish fair value pricing for sole source
contracts, including Section 8(a) contracts.”*

*“ Presidential Memoranda on Contracting, March 4 2009, http://www.whitehouse.gov/the press_office/Memorandum-
for-the-Heads-of-Executive-Departments-and-Agencies-Subject-Government/

*® Robert Brodsky, Government Executive, “Agencies reduce use of noncompetitive, high-risk contracts”, July 7, 2010,
http://www.govexec.com/dailyfed/0710/070710rb1.htm.

* Government Accountability Office, “Opportunities to Reduce Potential Duplication in Government Programs, save
Tax Dollars, and Enhance Revenue”, http://www.gao.gov/ereport/GAO-11-
318SP/data_center_savings/General_government/Promoting_competition_for_the over $500 billion_in_federal_contr
acts_can_potentially save billions_of dollars_over_time#1.

47 “Procurement Policy for Armor Vehicles, report number D-2007-107, http://www.dodig.mil/Audit/reports/FY07/07-
107.pdf.

*® FY 2005 DoD Purchases Made Through the General Services Administration ,
http://www.dodig.mil/Audit/reports/FY07/07-007.pdf.

**Michael Posner, National Journal Daily, Members Fault Census Bureau For Mismanaging Contract
http://www.nationaljournal.com/daily/members-fault-census-bureau-for-mismanaging-contract-20080410?print=true.
% |_egal Services Corporation, Office of the Inspector General, July 7, 2009, http://oig.Isc.gov/reports/0905/au09-
05.pdf.

*! Department of Interior IG Report, “Sole Source Contracting: Culture of Expediency Curtails Competition in
Department of the Interior Contracting”, (Report No. W-EV-MOA-0001-2007). Page 8
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e That same report highlights a National Park Service’s illegal sole source contract for the
Washington Monument grounds work that “increased the contract value from $5 million to
$44.5 million.”

e An April 2006 GAO report found one contract where the Interior Department did not
consider any alternatives other than sole-source contracting with 8(a) Alaska Native
Corporation firms.>

President Obama has made this issue a priority for his administration and has set a goal to reduce
contract spending by $40 billion annually. He issued guidance to all federal agency heads outlining
problems associated with government contracting, which included “a significant increase in the
dollars awarded without full and open competition.”>* While reducing these wasteful contracts is a
step in t[_)\g right direction, Congress should prohibit them altogether to realize at least $2 billion in
savings.

Reduce Agency Advertising Budgets by 50 Percent

According to the Congressional Research Service, the government spent almost $1 billion on
advertising in 2010.%° As the number of government programs grows, so does the funding for
promoting advertising for these programs. As the CRS report points out, not all advertising for the
federal government is controversial, such as advertising for federal job openings and federal
property for sale. Advertising, however, to advocate government programs is not as clear cut.”’

In 2010, the following five agencies spent the most for advertising:
e Department of Defense: $545 million;

Department of Commerce: $148 million;

Department of Health and Human Services: $78 million;

Department of the Treasury: $46 million; and

Department of Transportation: $37 million.

A 2007 Progressive Policy Institute (PPI) fiscal study called for the reduction in government
spending on advertising contracts.>® While their recommendation was only a 10 percent reduction

52 Department of Interior IG Report, “Sole Source Contracting: Culture of Expediency Curtails Competition in
Department of the Interior Contracting (Report No. W-EV-MOA-0001-2007).”

%3 Government Accountability Office, “Increased use f Alaska Native Corporation’s Special 8(a) Provision calls for
Tailored Oversight”, GAO-06-399,April 2006.

> White House Press Release, “Memo for Heads of Executive Departments and Agencies”, March 4, 2009,
http://www.whitehouse.gov/the press office/Memorandum-for-the-Heads-of-Executive-Departments-and-Agencies-
Subject-Government/;
http://www.whitehouse.gov/sites/default/files/omb/assets/blog/Update_on_Contracting_Reforms.pdf.

% According to the Government Accountability Office, increasing competition in government contracts will save
billions of dollars; Government Accountability Office, “Opportunities to Reduce Potential Duplication in Government
Programs, save Tax Dollars, and Enhance Revenue”, page 55, http://www.gao.gov/new.items/d11318sp.pdf.

% Kevin Kosar, Congressional Research Service, Advertising by the Federal Government: an Overview”, March 10,
2011.

> Kevin Kosar, Congressional Research Service, Advertising by the Federal Government: an Overview”, March 10,
2011.

% Kevin Kosar, Congressional Research Service, Advertising by the Federal Government: an Overview”, March 10,
2011.
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in advertising contracts, the PPI study stated that at “a time of increased budget deficits, the federal
government must ensure that agencies spend tax dollars wisely. Many of these media contracts and
campaigns should not qualify as national priorities.”®® By reducing agencies advertising budgets by
50 percent, it would save $5.6 billion over ten years.

Freeze Federal Locality Pay for Five Years

The Federal Employees Pay Comparability Act of 1990 created locality pay to align salaries for
federal employees with private sector pay scales in their geographic area.®* According to the Office
of Personnel Management, locality payments in 2011 were $13.7 billion.®? In fiscal year 2012, the
total payments would be $27.2 billion due to an increase of $13.6 billion from 2011.°® Freezing
locality pay would save an estimated $71 billion over ten years. **

Reduce Annual Spending on Federal Government Conferences

This proposal would seek to curb the amount federal agencies can spend on conferences by limiting
conference spending for the entire federal government to $100 million annually. The government
spent at least $2 billion on conferences between 2000 and 2006.%° This is unacceptable given our
current fiscal crisis.

While training for federal employees is important, these conferences can also be more rest and
relaxation than training and coordination. For example, the Social Security Administration spent
$770,000 on a conference in 2009 at the Biltmore Hotel in Phoenix, Arizona.®® “The three-day
conference included private dance recitals, paid motivational speakers, and an optional, non-
government-funded casino trip.”®" Reducing spending in this area will save at least $1 billion over
ten years.

% Progressive Policy Institute, “Return to Fiscal Policy II”, April 2007,

http://www.dlc.org/documents/Fiscal Responsibility 04302007.pdf.

% progressive Policy Institute, “Return to Fiscal Policy II”, April 2007,

http://www.dlc.org/documents/Fiscal Responsibility 04302007.pdf.

®1U.S. Department of the Interior, Human Resource Page, http://www.doi.gov/hrm/pmanager/er8f1.html.

621.S. Office of Personnel Management, Cost of Locality Payments, 2012 payments,
http://www.opm.gov/oca/payagent/2010/LocalityPayments.asp.

%3 U.S. Office of Personnel Management, Cost of Locality Payments, 2012 payments,
http://www.opm.gov/oca/payagent/2010/LocalityPayments.asp.

® According to OPM, the cost “estimates do not include government contributions for retirement, life insurance, or
other employee benefits that may be attributed to locality pay,” therefore the actual cost savings could potentially be
higher.

% David Fredosso, The Washington Examiner, “Government Conference Spending Gone Wild!”, August 25, 2009,
http://washingtonexaminer.com/blogs/beltway-confidential/2009/08/government-conference-spending-gone-wild.
% David Fredosso, The Washington Examiner, “Government Conference Spending Gone Wild!”, August 25, 2009,
http://washingtonexaminer.com/blogs/beltway-confidential/2009/08/government-conference-spending-gone-wild.
" David Fredosso, The Washington Examiner, “Government Conference Spending Gone Wild!”, August 25, 2009,
http://washingtonexaminer.com/blogs/beltway-confidential/2009/08/government-conference-spending-gone-wild.
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Support the President’s Efforts to Reform Federal IT Management and Close Federal
Government Computer Data Centers

In December of 2010, the administration released its 25 point plan to reform the way the federal
government manages information technology.®® Highlights of the plan include turnaround or
terminate at least one-third of underperforming projects in IT portfolio by June 2012 and shifting to
a “Cloud First” policy. ®

One key point of the plan is reducing the number of federal data centers. According to the Office of
Management and Budget, the federal government is
operating more computer data centers than it needs,
which comes with a hefty price tag. For example, the
Government Accountability Office noted that the
electricity costs alone run the federal government $450
million annually.”

There are roughly 2,100 federal data centers run by
federal agencies.”* The President has proposed closing = '

137 data centers this year, with a goal of closing 800 or 40
percent by 2015. As of April 2011, 39 of the 137 data centers have been closed.”? If all of 800
targeted data centers are closed, OMB estimates the American taxpayer will save $3 billion by
2015.” Moving forward, Congress needs to give the Administration the support it needs and not
bow to political pressures that would hinder agencies ability to close and consolidate these data
centers. If enacted properly, the savings could be much higher than expected. According to a
Technology CEO Council report, the potential savings could be anywhere between $150-200 billion
over ten years.”*

Eliminate the Financing of Presidential Election Campaigns and Party Conventions

In 1976, the Federal Election Commission (FEC) administered the country’s first publicly funded
federal election. Publicly funded campaigns are not funded out of the federal treasury, but are

88 Kundra, Vivek, Office of Management and Budget, “25 Point Implementation Plan to Reform Federal Information
Technology Management”, December 9, 2010, http://www.cio.gov/documents/25-Point-Implementation-Plan-to-
Reform-Federal%20IT.pdf.

% Information provided in the 25 point plan.

"0 Testimony of Gene Dodaro, Government Accountability Office, “Opportunities to Reduce Potential Duplication in
Government Programs, Save Tax Dollars, and Enhance Revenue” GAO-11-635T, May 25, 2011,
http://www.gao.gov/new.items/d11635t.pdf

™ Kundra, Vivek, Office of Management and Budget, “25 Point Implementation Plan to Reform Federal Information
Technology Management”, December 9, 2010, http://www.cio.gov/documents/25-Point-Implementation-Plan-to-
Reform-Federal%20IT.pdf.

2 Walker, Molly, Fierce Government IT, “Federal Data Centers Closures by the Number”, April 29, 2011,
http://www.fiercegovernmentit.com/story/federal-data-center-closures-numbers/2011-04-29.

"8 Johnson, Nicole Blake, Federal Times, “Administration: Closing data centers will save $3 billion”, April 27, 2011,
http://www.federaltimes.com/article/20110427/1T03/104270305/.

™ Technology CEO Council, “One Trillion Reasons: How Commercial Best Practices to Maximize Productivity Can
Save Taxpayer Money and Enhance Government Services”, October 6, 2010,
http://www.techceocouncil.org/clientuploads/reports/TCC_One_Trillion_Reasons_FINAL.pdf. GAO’s March 2011
report, “Opportunities to Reduce Potential Duplication in Government Programs, Save Tax Dollars, and Enhance
Revenue,” also cites this study and potential savings, http://www.gao.gov/new.items/d11318sp.pdf.
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funded by taxpayers who voluntarily contribute to the fund through their income tax return. A
Congressional Research Service report states, “The principal justification behind presidential public
financing has been to reduce the need for private money in politics.”’

This system, however, has clearly failed to reduce the role of private money in the electoral process.
According to the Federal Election Commission, “The Obama campaign’s total receipts of $745.7
million for the 2008 election are equivalent to more than half of the $1.49 billion provided in public
funds to all presidential candidates, parties, and conventions since the inception of the public
funding program.” and “It was the first time in the history of presidential public financing that a
major party nominee declined to accept public funds for the general election.”’® By ending federal
funding for presidential election campaigns and party conventions the Congressional Budget Office
(CBO) estimates taxpayers would see a savings of at least $617 million over the next ten years.’’

Ending Duplication in Federal Employment Agencies by Consolidating Functions at the
Office of Personnel Management (OPM)

Federal employees and applicants for federal jobs are protected against
discrimination, reprisal, and other prohibited practices by a number of
independent executive branch agencies. Those agencies cost the taxpayer
$487 million in 2010 alone.

Prior to the 1978 Civil Service Reform Act (CSRA), career executive
branch employment affairs were handled by the U.S. Civil Service Commission, which sought to
separate careers in government from the political pressures of the president’s immediate chain-of-
command. The CSRA eliminated the Commission and replaced it with the Office of Personnel
Management (OPM), the Federal Labor Relations Authority (FLRA), and the Merit Systems
Protection Board (MSPB). In 1989, the MSPB was further divided and an independent Office of
Special Counsel (OSC) was created.

In addition to the aforementioned agencies, the U.S. Office of Government Ethics (OGE) and Equal
Employment Opportunity Commission (EEOC) are in place to advise and protect federal
employees. Originally created in 1978 as part of OPM, OGE was made an independent agency in
1989 by the Office of Government Ethics Reauthorization Act of 1988, with the mission to prevent
conflicts of interest on the part of government employees and to resolve those conflicts that do
occur. Originally created as part of the Civil Rights Act of 1964, the EEOC exists to enforce
federal anti-discrimination laws against both private and public sector employers.

® «“pyblic Financing of Presidential Campaigns,” Congressional Research Service, Garrett, Sam, January 28, 2011,
http://www.crs.gov/pages/Reports.aspx?PRODCODE=RL 34534&Source=search .

"8 <2008 Presidential Campaign Financial Activity Summarized: Receipts Nearly Double 2004 Total,” Federal Election
Commission, June 8, 2009, http://www.fec.gov/press/press2009/20090608PresStat.shtml.

" “H.R. 359 a bill to reduce federal spending and the deficit by terminating taxpayer financing of Presidential election
campaigns and party conventions,” Congressional Budget Office, January 24, 2011,
http://www.cbo.gov/ftpdocs/120xx/doc12049/hr359.pdf.
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A newly hired Federal employee would understandably be baffled by these divisions of labor,
which may be why the MSPB and EEOC both go out of their way to emphasize “What We Do Not
Do” — and identifies the other agencies’ roles.”

Consolidating all of these agencies under the Office of Personnel Management would provide
convenient “one-stop shopping” for Federal employees and applicants with conflicts, grievances,
and whistleblower disclosures, and provide uniform guidance about ethical conduct. Combining
these operations would reasonably be expected to save costs on multiple fronts, including but not
limited to office rent, administrative and overhead costs, and personnel expenses.

While the staffs at these different agencies currently specialize in slightly different issues faced by
Federal employees and applicants, their missions have significant overlap and are all grounded in
the same merit system principles. Additionally, concentrating federal employee protection efforts
would simplify many of the rules and regulations other federal agencies have to follow, as well as
reducing the amount of liaising needed by ethics officers within agencies, who will no longer have
to seek counsel and guidance from multiple sources.

Rather than our current patchwork, this proposal will result in a centralized bank of expertise on
Federal workforce laws, rules, and regulations, all housed within the Office of Personnel
Management. While divisions of labor may still be necessary within the office (for instance, to
protect the anonymity of whistleblowers), bringing the collective resources and knowledge to bear
in a single place would yield more efficient, accurate, and economical results for both taxpayers and
the Federal employees seeking remedies.

While it is difficult to come up with a dollar amount to quantify the savings this proposal would
create, it would eliminate layers of unnecessary bureaucracy and spending, significantly reduce rent
and administrative costs, and make it easier for Federal employees to get the support they need in
administrative matters.

This proposal would bring the independent executive branch agencies under one roof and reduce
their budgets by 50 percent. This consolidation would save the federal government $2.7 billion
over ten years.

Below is a brief description of each of the independent personnel agencies and proposed
consolidations.
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. The Office of Special Counsel ($18 million per year)
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The Office of Special Counsel (OSC) is a 112-employee agency within the Executive
Branch.” Its mission is to “safeguard the merit system by protecting federal
employees and applicants from prohibited personnel practices, especially reprisal for whistle-
blowing.”®® The OSC has four regional offices: Dallas, Detroit, Oakland, and Washington, DC. It
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"8 «About MSPB,” Merit Systems Board Protection Website, http://www.mspb.gov/About/about.htm. See also
“Workplace Laws Not Enforced by the EEOC.” Equal Employment Opportunity Commission Website.
http://www.eeoc.gov/laws/other.cfm, Accessed June 29, 2011.

" OSC was created by the Whistleblower Protection Act of 1989

8 “Introduction to OSC.” OSC Website. http://www.osc.gov/Intro.htm. Accessed June 29, 2011.
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pays $1.7 million per year to rent office space.®* OSC received 8,270 requests for assistance or
action in 2010, over half of them seeking advisory opinions on Hatch Act matters.®

OSC conducts an annual survey of complainants. In the most recent available one from fiscal year
2009, 247 of 273 respondents said they were dissatisfied with the results provided by a complaint
filed with OSC, with 200 saying they were “very dissatisfied.”® The group Public Employees for
Environmental Responsibility (PEER) has called OSC “very possibly the least cost-effective
expenditure of federal resources made in the name of assisting whistleblowers,” and “so profoundly
dysfunctional and defensive...it is beyond rehabilitation.”*

Advocates of the agency will contend that federal employees need an independent advocate they
can trust with their allegations of wrongful behavior by their colleagues. In point of fact, an
employee’s first avenue for claims of wrongful behavior remains the agency OIG. If an employee
feels uncomfortable communicating with OIG, most are free to communicate with their
Congressional representatives or prosecutors at the DOJ to seek action, as well.

Other defenders of OSC will argue that it ensures meritorious cases proceed before the MSPB. This
misstates the actual problem, which is the low threshold for cases to get to the MSPB, as well as the
absence of any threshold to filing complaints with OSC. Combined with the ability to proceed to
MSPB without even contacting OSC in some cases, this encourages employees to file grievances
without merit, reflected in OSC’s extremely low number of referrals, actions, and mediations.

Some will argue that OSC’s most important responsibility is interpreting and enforcing the Hatch
Act. Federal Courts have consistently held that the Hatch Act serves compelling governmental
interest and should be enforced free of political pressure. While true, this does not require a
separate agency to issue guidance. Advisory opinions on the Hatch Act should continue to be
issued by career employees at OPM, the true experts on federal employee rights and regulations.
Alleged violations of the Hatch Act should be the province of the U.S. Department of Justice’s
Public Integrity Section, which is led by a career Senior Executive Service prosecutor and entrusted
with prosecuting all election crimes.

Finally, OSC shares responsibilities under USERRA with several other Federal agencies. The
Department of Labor (DOL) has the Veterans Employment & Training Service (VETS), and the
Office of Personnel Management is working with several cabinet agencies to carry out the Veterans
Employment Initiative mandated by Executive Order 13518, “Employment of Veterans in the
Federal Government.”® OPM has published several reports on the issue which include in-depth
discussions of re-employment rights under USERRA. OPM has even created a website:
www.fedshirevets.gov, which describes the USERRA claims process and links would-be claimants
to DOL-VETS where they are able to file their complaints.

8 U.S. Office of Special Counsel, FY2010 Performance and Accountability Report.

82 FY2012 Budget of the United States Government,
http://www.whitehouse.govi/sites/default/files/omb/budget/fy2012/assets/oia.pdf at 1279.

8 U.S. Office of Special Counsel, FY2009 Annual Report to Congress.
http://www.osc.gov/documents/reports/ar-2009.pdf

8 Testimony of Jeff Ruch, PEER Executive Director, before the Senate Homeland Security and Governmental Affairs
Committee, March 22, 2007.

8 Executive Order 13518. November 9, 2009.
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The Merit Systems Protection Board ($44 million per year)

The Merit Systems Protection Board (MSPB) is a 211-employee agency within the
Executive Branch, created by the CSRA, whose mission is to “protect the rights of
federal civil service employees.”®® It does this through hearings and decisions on appeals and
complaints raised by Federal employees alleging Merit System Principles violations, sometimes
through the Office of Special Counsel, sometimes directly. The MSPB also conducts studies of the
civil service and reports to the president and the Congress on the extent to which the federal
workforce is free of prohibited personnel practices. The MSPB has 6 regional offices: Atlanta,
Chicago, Dallas, Philadelphia, San Francisco, and Washington, DC. It pays $3.9 million per year to
rent office space.?’

Defenders of the MSPB will contend that there needs to be an independent, third-party adjudicatory
system for federal employee appeals. However, the judicial system already serves that function —
there is no need for a specialized institution just to handle allegations by federal employees,
particularly when as it stands, an adverse MSPB decision can be appealed to Federal Court,
anyway. Federal courts will issue and enforce their rulings®, and set clear guidelines and
precedents for federal employees moving forward. Furthermore, the burdens of pursuing legal
action through the courts will deter frivolous and unnecessary claims, and encourage more
mediations and settlements, thereby lowering administrative costs to taxpayers.

Where the MSPB’s responsibility to study and analyze OMB and its regulations is concerned, the
OMB Office of Inspector General already does that, and can do it better and more efficiently,
particularly because of institutional knowledge already housed there. There is no need to keep a
separate agency around just to watch and analyze the actions of another agency.

The Office of Government Ethics ($14 million per year)

The Office of Government Ethics (OGE) is a 77-employee agency within the
executive branch, established by the Ethics in Government Act of 1978. Originally
part of the Office of Personnel Management, OGE became a separate agency on
October 1, 1989, as part of the Office of Government Ethics Reauthorization Act of 1988. OGE’s
mission is “to exercise leadership in the executive branch to prevent conflicts of interest on the part
of Government employees, and to resolve those conflicts of interest that do occur.”®® The OGE is
located in downtown, Washington, DC. It pays $1.5 million per year to rent office space.*

8 “MSPB”, Merit Systems Protection Board Website. http://www.mspb.org/, accessed June 29, 2011.

8 FY2012 Congressional Budget Justification, Merit Systems Protection Board.
http://www.mspb.gov/netsearch/viewdocs.aspx?dochumber=577541&version=579266&application=ACROBAT,
accessed June 28, 2011.

% Federal Courts disagreed with the MSPB less than 10percent of the time in FY 2010. FY 2010 Performance and
Accountability Report, Merit Systems Protection Board.
http://www.mspb.gov/netsearch/viewdocs.aspx?docnumber=552737&version=554319&application=ACROBAT
8 Background and Mission” Office of Government Ethics website, accessed June 7, 2011;
http://www.oge.gov/about/background _mission.aspx

% FY2012 Explanatory Notes and Annual Performance Plan. OGE Website.
http://www.usoge.gov/management/admin_mgmt_rpts/expnts_fy12.pdf
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Specifically, OGE is responsible for promulgating and maintaining enforceable standards of ethical
conduct for nearly 4 million civilian employees and military members in over 130 Executive
Branch agencies and the White House; overseeing a financial disclosure system that reaches
approximately 28,000 public and over 325,000 confidential filers; conducting onsite reviews of
agency ethics programs; providing education, training, and technical assistance to the over 5,700
ethics officials; conducting outreach to the general public, the private sector, and civil society; and
sharing good practices with and providing technical assistance to state, local, and foreign
governments and international organizations.

In order for OGE to carry out its mission, it must take advantage of all the resources and expertise
available to it. In 2007, then President-Elect Obama promised that “The Obama-Biden
administration will give the Office of Governmental Ethics strong enforcement authority with the
ability to make binding regulations, and it will work with inspectors general in all the federal
agencies to enforce ethics rules, minimize waste and ensure federal officials are not using their
offices for personal gain.”91

The best way to truly empower OGE is to bring it back within OPM, so as to harness all the
expertise housed there and facilitate the monitoring of potential ethics issues affecting any federal
employee. A truly one-stop federal employment agency will actually facilitate OGE’s work and
ability to promote good governance across the federal government through standardization and
collocation of reporting and forms.

OGE does not need a separate building or budget to be a forceful steward of ethics among federal
employees. In fact, designated agency ethics officials will appreciate the ease of dealing with any
hiring, merit systems matters, and disclosure issues all at once. Bringing OGE back into OPM
creates one-stop shopping not only for federal employees submitting information, but also for the
agency officials tasked with tracking the employee’s submissions. Furthermore, to the extent that
OGE being at OPM may actually lessen the need for individual agency ethics officials, that will
save time and energy by freeing those employees to work on other matters.

The Federal Labor Relations Authority ($25 million per year)

The Federal Labor Relations Authority (FLRA) is a 140-employee agency within the
Executive Branch created by the CSRA whose mission is to carry out five statutory
responsibilities in establishing policies and guidance regarding the labor-management relations of
1.6 million non-postal Federal employees.

Originally created by legislative negotiations that "so muddied the content and intent of the new
agency that no one knew what it was supposed to do or how it was supposed to do it,"% the FLRA
has come in dead-last on the Partnership for Public Service’s “Best Places to Work in the Federal
Government” survey in 2005, 2007, and 2009.%

%1 “Ethics Agenda.” Website of the Office of the President-Elect. http:/change.gov/agenda/ethics_agenda/. Accessed
June 29, 2011.

%2 «A Short History of the Statute: FLRA 20 years 1979-1999.” quoting Carolyn Ban, "Implementing Civil Service
Reform" (1984) at 219.) FLRA Website. http://www.flra.gov/twenty years_short-history. Accessed June 30, 2011.
% Brinkerhoff, Noel. “Worst Government Agency Defends Title.” Allgov.com website.
http://www.allgov.com/ViewNews/Worst Government Agency Defends Title 90522. Accessed June 29, 2011.
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The FLRA currently has seven regional offices: Atlanta, Boston, Chicago, Dallas, Denver, San
Francisco, and Washington, DC. It pays $2.5 million per year to rent office space.*

Defenders of the Authority will argue that there are millions of federal employees that belong to
unions, who will be left without protection in the absence of the FLRA. The FLRA statute is clear
that “labor organizations and collective bargaining are in the public interest.”® This proposal does
not change that — what it changes is the forum in which unions and government agencies are
expected to dispute. The FLRA was not created to protect employees, their unions, or the federal
agencies employing them — it was created to provide an orderly and efficient method for resolving
disputes. This is a task OPM can do efficiently and capably. The FLRA’s decisions are already
subject to review by Federal Courts. Bringing the FLRA under OPM will actually improve the
quality of decisions and give them added credibility by improving the access and interaction ALJ’s
have with federal employment law experts.

@ The Equal Employment Opportunity Commission ($386 million per year)

X% 5§ The U.S. Equal Employment Opportunity Commission (EEOC) is a 2,539 Employee
e .. . . .. . .

Commission responsible for enforcing federal laws that make it illegal to discriminate
against a job applicant or an employee because of the person's race, color, religion, sex, national
origin, age, disability or genetic information. It is also illegal to discriminate against a person
because the person complained about discrimination, filed a charge of discrimination, or
participated in an employment discrimination investigation or lawsuit. The EEOC currently has 53
field offices around the country. It pays $33.4 million per year to rent office space.*

Private Sector. Private sector employees can file a charge online, by mail, or by walking into a local
field office. Within 10 days their employer will be notified and the employer is asked to respond to
the charge. If mediation is unsuccessful, a formal investigation begins, which may result in
subpoenas and eventually litigation.

In fiscal year 2010, the Commission received 99,922 private sector charges. It concluded the year
with a pending inventory of 86,338 charges, after providing resolutions in 104,999 cases and
securing $319.3 million in monetary benefits for nearly 19,000 people.”’

Public Sector. Unlike its responsibilities in the private sector, the Commission does not process
original complaints of discrimination by federal employees or applicants. Instead, individuals file
complaints with EEO Counselors at their own federal agency, who are required to conduct a “full
and appropriate’ investigation of the claims raised. The agency will then issue a “final decision.”
Complainants can request a hearing before an EEOC administrative judge at the conclusion of the
investigation. If they do not agree with the final decision or the AJ’s decision, they can request
reconsideration by the EEOC or in Federal District Court.

% FY2010 Performance Budget Submission to Congress. FLRA Website. http://www.flra.gov/webfm_send/164.
Accessed June 29, 2011.

®5U.5.C. §7101.

% FY2012 Budget Justification. EEOC Website. http://www.eeoc.gov/eeoc/plan/2012budget.cfm# Toc282609566.
Accessed June 30, 2011.

" FY2010 Performance and Accountability Report. EEOC Website.
http://www.eeoc.gov/eeoc/plan/2010par_performance.cfm. Accessed June 30, 2011.
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This proposal would move all EEOC’s federal employee and applicant functions under OPM. The
charges, litigation, and systemic investigations related to private enforcement should remain
unchanged. However, the hearings, appeals, and mediations conducted as part of federal sector
enforcement should be moved to OPM.

Defenders of the Commission will allege that forcing the federal sector complaints to OPM will
result in less protection for employees who want to report wrongdoing. In fact, this will make
reporting wrongdoing easier by allowing federal employees to simply go to OPM rather than having
to know and deal with specialized agencies depending on the nature of the complaint. Placing EEO
officials at OPM will take full advantage of the institutional knowledge and familiarity with not
only discrimination law, but all other protections afforded to federal employees interested in filing
grievances. There is no need for this independent Commission to continue addressing these matters
where federal agencies are concerned.

End Benefits, Subsidies, and Tax Breaks for Millionaires

Each year the federal government pays billions in cash and benefits to millionaires—Americans
reporting an adjusted gross income (“AGI”) of $1 million or more.

For example, in terms of cash benefits, in 2008, the
Department of Labor’s Unemployment Insurance
program paid 2,804 people with an AGI of $1
million or more over $18.6 million. In fact, 17 of
these reported an AGI of $10 million or more on
their 2008 Tax Return.*®

In the same year, the Social Security Administration
paid 56,587 million-dollar-earners over $1.54 billion
in retirement benefits. Of these, 2,511 reported an
AGI of $10 million or more.*

A number of tax breaks also exist for millionaires, just

as they exist for less fortunate Americans. In 2008, 34,348 millionaires deducted over $162 million
in business expenses, while 209,116 millionaires wrote-off over $7 billion through the mortgage
interest deduction.'®

The purpose behind other payments of federal funds to millionaires is even less clear. For example,
the National Endowment for the Arts (“NEA”) made a $25,000 grant to multimillionaire'®* Quincy
Jones (winner of 27 Grammy Awards'%%) in 2008 through its NEA Jazz Masters program.'®® The

% See Internal Revenue Service, Table 1.4, All Returns: Sources of Income, Adjustments, and Tax Items, by Size of
Adjusted Gross Income, Tax Year 2008, http://www.irs.gov/taxstats/indtaxstats/article/0,,id=134951,00.html.

% See Internal Revenue Service, Table 1.4, All Returns: Sources of Income, Adjustments, and Tax Items, by Size of
Adjusted Gross Income, Tax Year 2008, http://www.irs.gov/taxstats/indtaxstats/article/0,,id=134951,00.html.

199 Information provided by the Internal Revenue Service.

101 CelebrityNetWorth.com, Quincy Jones, http://www.celebritynetworth.com/richest-businessmen/producers/quincy-
jones-net-worth/.

192 The Official Website of Quincy Jones, Biography, http://www.quincyjones.com/about-2/about.

193 Information provided by the National Endowment for the Arts.
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NEA describes this as the “highest honor our nation bestows on jazz artists.”*** It is unclear why
the government is handing out cash benefits to those receiving awards of this nature through the
private sector.

NEA also honors achievement in Opera and in 2008 made a $25,000 grant to millionaire James
Levine.!® Mr. Levine is an internationally celebrated conductor, Music Director for the
Metropolitan Opera, Music Director for the Boston Symphony Orchestra, and a recipient of the
Kennedy Center Honor.'® 1t is unclear why NEA would need to give Mr. Levine a cash grant to
honor his achievement in Opera. In total, in 2008, NEA distributed over $1.8 million in grants to
honor artistic lifetime achievement and fellowships to published creative writers.™”’

The United States Department of Agriculture (“USDA”) also doles out millions each year in cash
benefits to millionaires. For example, in 2010, USDA paid eight millionaires over $74 million
through its Wetlands Reserve Program.*® The Wetland Reserve Program was established to give
“landowners the opportunity to protect, restore, and enhance wetlands on their property.”*®
Millionaires can afford to “protect, restore, and enhance wetlands” with their own money.

At this point in our country’s history, deep in a financial crisis, our government cannot continue to
make grants and pay benefits to individuals that do not need them. Means-testing government
programs and eliminating benefits to wealthy Americans is a simple step toward fiscal
responsibility. Moreover, millionaires do not need these benefits and can easily live without them.
The government safety net should provided to those with true need.

Eliminate Carryover of Sick Leave and Cap at 13 Days Annually

Under current law, full-time federal employees receive 13 days of annual sick leave, and there is no
limit on how much sick leave they can accrue.™ In addition, federal employees are able to receive
credit for unused sick leave toward their retirement calculation.'*! This policy makes unused sick
leave extremely valuable to a federal employee retiring and extremely expensive for the federal
government. As CRS points out, “an employee retiring with 30 years of service and a year of

104 National Endowment for the Arts, Lifetime Honors, National Endowment for the Arts Jazz Masters,
http://www.nea.gov/honors/jazz/index.html.

1% News reports indicate that Mr. Levine made approximately $3.4 million in FY2008 for his work at the Boston
Symphony and the Metropolitan Opera. See Ben Sisario, Maestro’s Pay Hangs on Unsigned Deal, The New York
Times (April 7, 2010), http://www.nytimes.com/2010/04/08/arts/music/08levine.html. See also Geoff Edgers, James
Levine, Salary, Boston Globe (July 25, 2006),
http://www.boston.com/ae/theater_arts/exhibitionist/2006/07/james_levine sa_1.html;
http://www.nea.gov/honors/opera/media/2011-opera-honorees.html.

105 National Endowment for the Arts, Lifetime Honors, National Endowment for the Arts Opera Honors, James Levine,
Conductor, http://www.nea.gov/honors/opera/operaCMS/honoree.php?id=02008_03.

7 Information provided by the National Endowment for the Arts.

1% Information provided by the United States Department of Agriculture.

199 United States Department of Agriculture, Natural Resources Conservation Service, Wetlands Reserve Program,
http://www.nrcs.usda.gov/programs/wrp/.

10°y.S. Office of Personnel Management, Sick leave general information,
http://www.opm.gov/oca/leave/HTML/sickL V. .asp.

L Curtis Copeland, Congressional Research Service, “Sick Leave: Usage Rates and Leave Balances for Employees in
Major Federal Retirement Systems”, November 4, 2009.
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unused sick leave would get credit for 31 years of service for purposes of annuity computation. If
this employee’s ‘high-three’ salary was $50,000, the additional year of service would increase his or
her pre-tax retirement annuity by 2%, or $1,000 per year. Therefore, even before indexing for
inflation, if the employee received the annuity for 20 years, the unused sick leave would be worth
about $20,000.”**

This benefit is both more generous and more flexible than what is offered by the private sector, or
most state and local governments. According to a 2010 federal study, roughly 40 percent of private
sector workers do not receive paid sick leave, and 11 percent of state and local public employees do
not receive it."*> On average, private sector workers receive eight days of paid sick leave annually,
while public sector state and local employees receive 11 days.™*

According to a study by a nonprofit association of human resources professionals, only 54 percent
of private companies have traditional leave programs that include separate accrual of sick and
vacation leave. > Of those private companies, only 57 percent allow for carryover of sick leave.™°
While no cost savings has been determined, this proposal would prohibit federal employees from
“carrying over” unused sick leave from one year into the next.

Limit Carry Over of Unused Vacation Time and Cap Total Vacation Time at 30 Days/Year

A federal employee may use annual leave for vacations, rest and relaxation, and personal business
or emergencies.’*” Under current law, federal employees may carry over a maximum of 30 days if
they are employed in the United States, 45 days if you are stationed overseas, and 90 days if you are
a member of the Senior Executive Service (SES), or categorized by OPM as a “Senior Level” or
“Scientific and Professional” employee.'®

According to a Human Resources Association report, 65 percent of the private sector allows
vacation days to carry over to the next year, but 75 percent of these companies put a limit on the
amount of leave time that can accrue.'*® This proposal would allow federal employees, including
SES, to carry over half of their unused vacation time accrued. However, vacation days would be
capped at 30 days annually including the time carried over from the previous year. The current
accrual rates would still apply. While there has not been a cost savings determined, this proposal

12 Curtis Copeland, Congressional Research Service, “Sick Leave: Usage Rates and Leave Balances for Employees in
Major Federal Retirement Systems”, November 4, 2009.

B According to OPM, full time employees receive a half day of sick leave for each biweekly pay period — part-time
employees receive 1 hour for every 20 hours in a pay status. U.S. Bureau of Labor Statistics, “Paid Sick Leave in the
United States”, March 2010, http://www.bls.gov/opub/perspectives/program_perspectives vol2_issue2.pdf.

1% U.S. Bureau of Labor Statistics, “Paid Sick Leave in the United States”, March 2010,
http://www.bls.gov/opub/perspectives/program_perspectives_vol2_issue2.pdf.

15 WorldatWork, “Paid Time off Programs and Practices”, May 2010,
http://www.worldatwork.org/waw/adimLink?id=38913.

18 WorldatWork, “Paid Time off Programs and Practices”, May 2010,
http://www.worldatwork.org/waw/adimLink?id=38913.

17y S. Office of personnel Management, Annual Leave General Information,
http://www.opm.gov/oca/leave/HTML/ANNUAL .asp.

118'y.S. Office of personnel Management, Annual Leave General Information,
http://www.opm.gov/oca/leave/HTML/ANNUAL .asp.

19 WorldatWork, “Paid Time off Programs and Practices”, May 2010,
http://www.worldatwork.org/waw/adimLink?id=38913.
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would save money while better aligning the federal government’s taxpayer funded benefits package
with the private sector.

Impoundment to Control Congressional Spending

The Impoundment Control Act of 1974 (ICA) was enacted with the purpose of tightening
congressional control over presidential impoundments of funds obligated by Congress. Here,
impoundment refers to a decision by the president to choose to save funds appropriated by Congress
instead of spending them. The ICA also details the procedure that Congress can consider
rescissions proposed by the president. The ICA allows the president to propose a rescission when
he wishes to withhold funds from permanent obligation or submit a deferral when the withholding
of funds is temporary. Funds proposed for rescission by the president may be withheld from
obligation for 45 days. At that point, if Congress has not approved the rescission, the president
must release the funds and make them available for obligation on the 46th day.'*

Since the ICA’s enactment in 1974, presidents (both Democrat and Republican) have proposed the
recession of a total of $76 billion. In fact, President Reagan proposed $15.4 billion in rescissions in
1981, the highest one-year dollar amount to date. Congress can also utilize rescission power and
since 1974 has made roughly $197.1 billion in rescissions. Indeed, in 2008, Congress initiated the
rescission of over $12 billion.*** The president, as well as Congress, should be actively looking for
ways to save tax dollars and either make a useful reallocation of those funds or use them to pay
down the national debt.

Apply Chained-CPIl Government-Wide

From the tax code to mandatory spending programs to Social Security, the benefits provided though
many federal programs are adjusted each year to account for inflation. The measure currently used
to calculate these automatic increases, Consumer Price Index (CPI), is considered by many to be
outdated, leading to higher increases in federal spending than actually justified. *%

The built in cost of automatically increasing benefits by a certain calculation puts this spending on
autopilot every year, without any review or adjustment from Congress. It is essential this automatic
spending increase be as accurate and conservative as possible, in order to avoid runaway costs that
simply cannot be controlled.

The President’s National Commission on Fiscal Responsibility and Reform recommended applying
a more accurate measure of inflation, Chained-CPI to all government programs currently tied to
CPL.'? This plan adopts the Fiscal Commissions recommendation, which would save at least $62.5

120 5ee Congressional Budget and Impoundment Control Act, 2 U.S.C. §§ 681-88.

121 Statement of Susan A. Poling, Managing Associate General Counsel, United States Government Accountability
Office, Testimony Before the Subcommittee on Federal Financial Management, Government Information, Federal
Services, and International Security, Committee on Homeland Security and Governmental Affairs, United States Senate,
Impoundment Control Act: Use and Impact of Rescission Procedures (Dec. 16, 2009),
http://www.gao.gov/new.items/d10320t.pdf.

122 Goldwein, Marc and Rosenberg, Adam, Moment of Truth Project, “Measuring Up: The Case for Chained CPI,” May
11, 2011, http://crfb.org/sites/default/files/MeasuringUp5_11_2011.pdf.

123 National Commission on Fiscal Responsibility and Reform, “Moment of Truth, Report of the National Commission
on Fiscal Responsibility and Reform,” December 1, 2010, http://www.fiscalcommission.gov/news/moment-truth-report-
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billion over ten years in mandatory spending programs and benefits, such as federal pensions and
eligibility for various government programs.*# °

SAVINGS/PROGRAM REDUCTIONS

Three Year Freeze on Pay and Bonuses for Federal Employees

Reduce the Size of the Federal Workforce by 15 Percent or 300,000

Reduce the Size of the Federal Contractor Workforce by 15 Percent

Reduce and Restrict Government Printing

Eliminate Reemployed Annuitant Double Dip

Reduce Agency Travel Budget by 75 Percent for Civilian Agencies

Reduce the Number of Limousine’s Owned by Federal Agencies

Reduce Federal Vehicle Fleet Budget by 20 Percent

Prohibit the use of Project Labor Agreements on federal contracts

Eliminate Agencies Hollywood Liaison Offices

Eliminate the use of Non-Competitive and Cost Plus Government Contracts

Reduce Agency Advertising Budgets by 50 Percent

Freeze Federal Locality Pay for Five Years

Reduce Annual Spending on Federal Government Conferences

Support the President’s Efforts to Reform Federal IT Management and Close Federal Government
Computer Data Centers

Eliminate the Financing of Presidential Election Campaigns and Party Conventions

Ending Duplication in Federal Employment Agencies by Consolidating Functions at the Office of
Personnel Management

Apply Chained-CPI Government-Wide

End Benefits, Subsidies, and Tax Breaks for Millionaires

Eliminate Carryover of Sick Leave and Cap at 13 Days Annually

Limit the Carryover of Unused Vacation Time and Cap Total Vacation Time at 30 Days a Year
Impoundment to Control Congressional Spending

GENERAL GOVERNMENT TEN YEAR SAVINGS
Discretionary: $911.5 billion
Mandatory: $62.5 billion
Total: $974.1 billion

national-commission-fiscal-responsibility-and-reform. The Commission plan included this recommendation as part of
the illustrative comprehensive tax reform proposal detailed on page 31 of the report.

124 additional information on transition to Chained-CPI can be found in the “Reforming the Tax Code and Ending
Special Interest Giveaways” section of this report.

125 Estimate provided by the Joint Committee on Taxation.
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UNITED STATES
CONGRESS

While families across America continue to struggle to make ends meet, Congress continues to spend
lavishly on itself. Leadership requires sacrifice, but right now, the rest of the country is sacrificing
and Congress is not. Congress must demonstrate it understands the economic hardships facing the
rest of America by reducing its own budget.

Since 2001, Congress has boosted its own budget by 55 percent. At the same time, the average
American wage increased by only 23 percent.'*® In real dollars, the budget of the House and Senate
has grown by more than $1 billion over the last decade.’

As Congress’ budget has grown, oversight seems to have shrunk. There are fewer oversight
hearings, fewer floor debates over spending priorities and fewer opportunities to vote on important
issues. This past spring, GAO issued a 340-page report identifying more than $100 billion in
savings that could be found in the federal budget simply by eliminating duplicative programs.*?
That review was a testament to failed congressional efforts of oversight.

Duplication in Federal Programs

Type of Program Number of Programs

Surface transportation 100+
Teacher quality 82
Economic Development 88

Transportation assistance 80
Financial literacy 56
Job training 47
Homelessness prevention/assistance
Food for the hungry 18
Disaster Response/Preparedness - FEMA

While Americans are forced to do more with less, Congress is doing less with more. It is time for
serious leadership, which should begin by Congress significantly trimming its own budget and
eliminating wasteful or low priority spending.

126 «“National Average Wage Index,” http://www.ssa.gov/oact/cola/AW|.html#Series

127 Email from the Congressional Research Service, June 8, 2011.

128 «Opportunities to Reduce Potential Duplication in Government Programs, Save Tax Dollars, and Enhance Revenue,
U.S. Government Accountability Office, March 2011, http://www.gao.gov/new.items/d11318sp.pdf
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Reduce the Senate and House of Representatives Accounts by 15 percent — $3.82 billion

It is time for serious leadership, which should begin by Congress significantly cutting its own
budget by 15 percent and eliminating wasteful spending. Since 2000, the combined budget of the
House and Senate has grown from $1.2 billion to nearly $2.3 billion.*® In 2010, the budget for the
House of Representatives was $1.4 billion and the budget for the Senate was $926 million, their
highest levels in history.

Even with a 15 percent reduction, Congress’ budget would still exceed $1.9 billion, approximately
the level of funding in 2007. Congress could achieve this cut by reducing salary expenses for staff
and cutting back on low-priority spending.

Between 2000 and 2009, the number of House of Representatives staff increased by 11 percent, to
9,808."*° On the other side of the Capitol, the number of Senate staff has swelled by nearly 25
percent, to 6,099, between 2001 and 2010.***

Leadership offices have seen the biggest rise in staff over the last three decades, more than tripling
in size since 1977."*2 Congress should consider reorganizing and consolidating its leadership and
committee structure to ensure that it is designed to promote oversight, eliminate unneeded turf
battles, and rationalize jurisdictions.

Experts and think tanks from all sides agree this is an area of government spending that should be
reduced. In 2007, the Progressive Policy Institute proposed cutting congressional staff by 10
percent.** The Heritage Foundation has also recommended reducing the House and Senate
accounts.” And the bipartisan Fiscal Commission recommended cutting Congress’ budget by 15
percent.

In addition, Congress should consider eliminating low-priority programs and spending items that do
not contribute to these core duties. These include following:

e A benefit House and Senate staffers receive comes in the form of student loan debt
repayment. Thousands of congressional staff have taken advantage of the program in recent

129 Email from the Congressional Research Service, June 8, 2011.

130 «“House of Representatives and Senate Staff Levels in Member, Committee, Leadership, and other Offices, 1977-
2010,” Congressional Research Service, August 10, 2010, report number: R41366,
http://www.crs.qgov/pages/Reports.aspx?PRODCODE=R41366&Source=search

Bl «House of Representatives and Senate Staff Levels in Member, Committee, Leadership, and other Offices, 1977-
2010,” Congressional Research Service, August 10, 2010, report number: R41366,
http://www.crs.gov/pages/Reports.aspx?PRODCODE=R41366&Source=search

132 «“House of Representatives and Senate Staff Levels in Member, Committee, Leadership, and other Offices, 1977-
2010,” Congressional Research Service, August 10, 2010, report number: R41366,
http://www.crs.gov/pages/Reports.aspx?PRODCODE=R41366&Source=search

133 «Return to Fiscal Responsibility II,” Progressive Policy Institute, April 2007,
http://www.dlc.org/documents/Fiscal_Responsibility 04302007.pdf

134 «Additional $47 billion in spending cuts for the Continuing Resolution,” Heritage Foundation, February 11, 2011,
http://www.heritage.org/research/reports/2011/02/additional-$47-billion-in-spending-cuts-for-the-continuing-resolution
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years, with 3,000 House staff alone getting benefits in 2009.** Senate staffers can get
$6,000 per year, and $40,000 in a lifetime, to repay any outstanding student loans.** House
staffers are eligible for an even more, with the opportunity to get $10,000 each year, with a
lifetime cap at $60,000."*" In 2009, both houses of Congress combined to spend $18 million
for this program.*®

e Non-drivers can take advantage of benefits to cover the cost of public transportation.
Senators can give staff who take the D.C. Metro a voucher worth up to $230 a month is
available to pay their fares. House Members can give their staff as much as $230 a
month.*® Members are not required to pay for this out of their own budgets, but can
provide it to their staffs from a separate account.

Achieve Savings by Reducing Printing Costs of Congressional Documents — $312.2 million

In 2010, Congress allotted nearly $100 million for its Congressional Printing and Binding
account.**® But in the digital age, printed copies of Congressional reports and other documents are
as likely to grace a landfill as a bookshelf. Indeed, a representative of the Government Printing
Office (GPO) recently testified, “70 percent of the GPO’s funds are used to digitize legislation,
schedules and other federal records, while 30 percent is used to print hard copies.”***

Therefore, reducing the Congressional Printing account by 30 percent would finally discontinue the
common wasteful practice of various congressional documents being printed, distributed, and
immediately thrown away. Additionally, it would ensure that digital copies of federal records, such
as the Congressional Records, will be available online.

End Funding for the Open World Leadership Center — $133.2 million

The Open World Leadership Center, created by Congress in 2000, sponsors exchange trips for
thousands of political leaders and jurists from post-Soviet states to “experience U.S. democracy and
free enterprise in action.” A noble cause, its importance should nevertheless be evaluated in light of
today’s pressing budget concerns.

Some already have: Key members of Congress from both parties have recently endorsed shifting
funding for the center to private donors. A June conference report discussing this program stated,
“The conferees are fully supportive of expanded efforts of the Open World Center to raise private

135 Website of FactCheck.org, “Congress Not Exempt from Student Loans,” January 6, 2011,
http://www.factcheck.org/2011/01/congress-not-exempt-from-student-loans/.

138 Website of FactCheck.org, “Congress Not Exempt from Student Loans,” January 6, 2011,
http://www.factcheck.org/2011/01/congress-not-exempt-from-student-loans/.

37 Website of FactCheck.org, “Congress Not Exempt from Student Loans,” January 6, 2011,
http://www.factcheck.org/2011/01/congress-not-exempt-from-student-loans/.

138 Website of FactCheck.org, “Congress Not Exempt from Student Loans,” January 6, 2011,
http://www.factcheck.org/2011/01/congress-not-exempt-from-student-loans/.

139 «“Legislative Branch Appropriations for 2010 Hearing,” http://www.gpo.gov/fdsys/pkg/CHRG-
111hhrg50439/html/CHRG-111hhrg50439.htm

140 <L egislative Branch: FY 2012 Appropriations,” Congressional Research Service, June 15, 2011, report number:
R41870, http://www.crs.gov/pages/Reports.aspx?PRODCODE=R41870&Source=search

141 «GPO Mulls Name Change in PR Offensive,” Roll Call, Bade, Rachel, March 21, 2011,
http://www.rollcall.com/issues/56_99/-204238-1.html



http://www.factcheck.org/2011/01/congress-not-exempt-from-student-loans/
http://www.factcheck.org/2011/01/congress-not-exempt-from-student-loans/
http://www.factcheck.org/2011/01/congress-not-exempt-from-student-loans/
http://www.factcheck.org/2011/01/congress-not-exempt-from-student-loans/
http://www.gpo.gov/fdsys/pkg/CHRG-111hhrg50439/html/CHRG-111hhrg50439.htm
http://www.gpo.gov/fdsys/pkg/CHRG-111hhrg50439/html/CHRG-111hhrg50439.htm
http://www.crs.gov/pages/Reports.aspx?PRODCODE=R41870&Source=search
http://www.rollcall.com/issues/56_99/-204238-1.html

BACK IN BLACK | 32

funding and expect this effort to reduce the requirements for funding from the Legislative Branch
appropriations bill in future years.”142

End Funding for the Stennis Center for Public Service —$4.77 million

Based in Mississippi, the Stennis Center was created by Congress in 1988 and named to honor
former Mississippi Sen. John C. Stennis. Its mission is “to promote and strengthen public service
leadership in America.”**

While the center’s budget is funded by dividends from an endowment as well as contributions from
private organizations, it has repeatedly received earmarks to enhance its budget.

Such continued public funding is questionable when compared to the many more urgent needs for
taxpayer dollars. Congress should restrain itself from directing further funding to the center.

Eliminate the Account for Offices for Former Speakers

One expensive perk of office is available exclusively for former Speakers of the House when they
retire. Former Speakers can claim nearly $1 million a year for up to five years after they leave
Congress to maintain an office for archiving documents and tying up unfinished business.** What
makes this particularly unique is that no equivalent benefit is available to former majority leaders of
the Senate, or to any other individual congressional officeholder.

The money can be used for a wide variety of purposes, including travel, office rent, furniture, a
staff, and other expenses such as computers, phones, blackberries, cable, and Internet.**> Mail sent
from the office can be sent free of charge, using the congressional franking privilege.

Freeze Pay for Members of Congress for Three Years — $6 million

Currently members of Congress do not vote themselves pay raises—they receive raises as
calculated by a formula. In 2009, members of Congress received a 2.8 percent pay adjustment
under the formula established by the Ethics Reform Act, increasing total congressional salary to
$174,000.1°

This plan, like the bipartisan Fiscal Commission, recommends freezing member pay for three years.
The Commission’s plan stated, “Unlike most Americans, members of Congress benefit from an
automatic salary increase every single year — deserved or not. Before Congress can ask the

142 «_egislative Branch: FY 2012 Appropriations,” Congressional Research Service, June 15, 2011, report number:

R41870, http://www.crs.gov/pages/Reports.aspx?PRODCODE=R41870&Source=search

143 Stennis Center for Public Service website, http://www.stennis.gov, visited July 12, 2011.

14 Skiba, Kathrerine, and Gerry Smith, “Former House Speaker Dennis Hastert’s perk costs taxpayers $1 million,”
Chicago Tribune, February 17, 2010, http://www.chicagotribune.com/news/local/ct-met-use-this-hastert-0218-
20100217,0,640306.story?page=2.

145 A report of the Congressional Research Service, Glassman, Matthew Eric, “Former Speakers of the House: Office
Allowances, Franking Privileges, and Staff Assistance,” May 11, 2010, Report no. RS20099.

146 «Salaries of Members of Congress: Recent Actions and Historical Tables,” Congressional Research Service,
Brudnick, Ida, February 9, 2011, http://www.crs.gov/pages/Reports.aspx?PRODCODE=97-1011&Source=search



http://www.crs.gov/pages/Reports.aspx?PRODCODE=R41870&Source=search
http://www.stennis.gov/
http://www.chicagotribune.com/news/local/ct-met-use-this-hastert-0218-20100217,0,640306.story?page=2
http://www.chicagotribune.com/news/local/ct-met-use-this-hastert-0218-20100217,0,640306.story?page=2
http://www.crs.gov/pages/Reports.aspx?PRODCODE=97-1011&Source=search

BACK IN BLACK | 33

American people to sacrifice, it should lead by example.”**" Additionally, Congress should
completely repeal the provision of law that provides automatic pay adjustments for members.

$4.28 billion in Savings Over the Next Decade

By enacting these reforms, Congress will demonstrate it is serious about fiscal responsibility and
understands the economic hardships facing the rest of America. Additionally, ending low-priority
spending items will ensure Congress’ highest priority is oversight and writing effective legislation.

RECOMMENDATIONS

Reduce the Senate and House of Representatives Accounts by 15 percent
Achieve Savings by Reducing Printing Costs of Congressional Documents
End Funding for the Stennis Center for Public Service

Eliminate Offices for Former Speakers

Freeze Pay for Members of Congress for Three Years

UNITED STATES CONGRESS TEN YEAR SAVINGS
Discretionary: $4.28 billion
Total: $4.28 billion

47 “The Moment of Truth,” The National Commission on Fiscal Responsibility and Reform, December 2010,
http://www.fiscalcommission.gov/sites/fiscalcommission.gov/files/documents/TheMomentofTruth12 1 2010.pdf
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EXECUTIVE OFFICE OF THE PRESIDENT

THE WHITE HOUSE
WASHINGTON

With a budget of nearly $830 million, the Executive Office of the President (EOP) funds the day-to-
day functions of the White House, including offices of the president, vice president and their staffs,
as well as a host of others such as the Council of Economic Advisers, the Office of Management
and Budget and the National Security Council.**®

While President Obama proposed a 3.5 percent cut for his White House budget in 2012, this time of
record deficits calls for bolder measures. This plan adopts the recommendation of the President’s
National Commission on Fiscal Responsibility and Reform, which proposed a 15 percent reduction
in the White House budget.***

As Congress searches for ways to trim the federal budget, it should take a close look at several
White House programs and offices that overlap other White House offices and programs at other
federal agencies, particularly the Office of National Drug Control Policy, the Council on
Environmental Quality, and the Office of Science and Technology Policy.

These three programs have been cited repeatedly by the Government Accountability Office (GAO)
and others for mismanagement, lack of measurable goals, and duplication of efforts. In some
instances, previous administrations have tried to prune their authorities and budgets.

Ending these programs and reducing the White House budget would save taxpayers more than $5.4
billion over the next ten years.**

Relevant executive branch agencies, and the White House’s own cadre of 454 highly-paid expert
advisers,™" can absorb any essential operations and policy functions of the eliminated offices.

Eliminate the Office of National Drug Control Policy - $4.7 billion

Established in 1988, the White House Office of National Drug Control Policy (ONDCP) does little
more than pour more bureaucracy and wasteful spending into a vast sea of existing federal drug-
related programs.

198 Website of the Executive Office of the President, “FY 2012 Congressional Budget Submission,” accessed June 18,
2011, http://www.whitehouse.gov/sites/default/files/2012-eop-budget.pdf.

149 The National Commission on Fiscal Responsibility and Reform, “The Moment of Truth,” recommendation 1.10.1,
December 2011,
http://www.fiscalcommission.gov/sites/fiscalcommission.gov/files/documents/TheMomentofTruth12 1 2010.pdf.

%0 Total White House Budget was $829.9 million in FY 2010, funding for the eliminated offices is removed from this
total and the 15% reduction is applied to the remaining White House Budget. Total savings from the eliminated offices
is $4.8 billion. Estimate by Staff of Senator Coburn, based on FY 2012 Congressional Budget Submission,” accessed
June 18, 2011, http://www.whitehouse.govi/sites/default/files/2012-eop-budget.pdf.

131 " Andrew, “No recession for Obama's 454 White House aides: They'll make $37,121,463 this year,” Los Angeles
Times, July 5, 2011, http://latimesblogs.latimes.com/washington/2011/07/obama-white-house-salaries-soar.html.
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Funded at more than $427 million annually,*? the office is part of the ever-expanding role of the
federal government in drug issues. ONDCP is directed to “establish policies, priorities, and
objectives for the Nation’s drug control program,” with goals “to reduce illicit drug use,
manufacturing, and trafficking, drug-related crime and violence, and drug-related health
consequences.”153

It shares those goals with 49 different federal agencies, departments, offices and task forces,
including but not limited to the Drug Enforcement Administration, the Organized Crime Drug
Enforcement Task Force, the Department of Health and Human Services’ Substance Abuse and
Mental Health Services Administration, the National Institute of Drug Abuse, the Department of
Homeland Security’s Customs and Border Protection, and U.S. Immigration and Customs
Enforcement.™*

All told, the government spends more than $22
billion annually on federal drug activities.'*
One might think a coordinating office for so many PEQPLE
well-funded partners could help reduce waste and
improve management. Unfortunately, the GAO has
conducted several reviews of ONDCP and
repeatedly criticized it for a lack of coordination,
tendency to overlap other programs, and an
inability to evaluate the effectiveness of its
programs to reduce and prevent drug abuse.™®

REAsON They heard that marijuana and mushrooms s
1o grow naturally, so they must be safe.  wext L

Youth Anti Drug Media Campaign s e B 8 5 8

ONDCP oversees a number of anti-drug initatives, including the Youth Anti-Drug Media Campaign
and the Drug-Free Communities Support Program. Both have come up short when reviewed by the
GADO, lacking in effective drug abuse prevention and general program mismanagement.

152 salaries and expenses for ONDCP staff account for $29 million, while the remaining $398 million is for the
Counterdrug Technology Assessment Center, High Intensity Drug Trafficking Areas, and other drug programs, more
appropriately handled by the Department of Justice. Funding data: Website of the Executive Office of the President,
“FY 2012 Congressional Budget Submission,” accessed June 18, 2011,
http://www.whitehouse.gov/sites/default/files/2012-eop-budget.pdf.

153 Website of the Office of National Drug Control Policy, “About,” accessed June 18, 2011,
http://www.whitehousedrugpolicy.gov/about/index.html.

>4 Government Accountability Office, “Office of National Drug Control Policy: Agencies View the Budget Process as
Useful for Identifying Priorities, but Challenges Exist”, GAO-11-261R May 2, 2011
http://www.gao.gov/new.items/d11261r.pdf.

155 Government Accountability Office, “Office of National Drug Control Policy: Agencies View the Budget Process as
Useful for Identifying Priorities, but Challenges Exist”, GAO-11-261R May 2, 2011
http://www.gao.gov/new.items/d11261r.pdf.

%% For example, Government Accountability Office, “Drug Control: The Office of National Drug Control Policy-
Strategies Need Performance Measures,” Statement of Henry R. Wray, Director, Administration of Justice Issues
General Government Division, November 15, 1993, http://archive.gao.gov/t2pbat4/150348.pdf; Government
Accountability Office, “Drug Control: Reauthorization of the Office of National Drug Control Policy,” Statement of
Norman J. Rabkin Director, Administration of Justice Issues General Government Division, May 1, 1997,
http://www.gao.gov/archive/1997/gg97097t.pdf.
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Even if they were soundly run, such well-intentioned youth media campaigns may be a questionable
use of federal funding given current budget constraints, a lack of measureable results, and similar
publically and privately funded efforts.

Established by Congress in 1998, the National Youth Anti-Drug Media Campaign has spent more
than $1 billion in taxpayer funding over the last decade to pay for anti-drug
commercials, websites, and other ambiguous drug prevention activities. **’

=7 NS While funded at $180 million in 2002, the annual appropriations have steadily
declined, with the program receiving $45 million last year—perhaps a sign of
Congr613558’ recognition of the effort’s immeasurable and likely nonexistent

results.

STEER Unfortunately for both teens and taxpayers, the campaign has not had a
(LEAR measureable impact on reducing youth drug abuse. An August 2006 GAO
OF p OT review of a multi-year evaluation of the Youth Anti-Drug Media Campaign,

conducted by Westat, Inc, confirmed the study’s results, which found that the
159

federal anti-drug campaign did not reduce drug use nationally.
Drug-Free Communities Support Program

Another anti-drug use youth program operated by ONDCP in coordination with the Substance
Abuse and Mental Health Services Administration (SAMHSA), the Drug-Free Communities (DFC)
Support Program, distributes grants to more than 700 community coalitions for community efforts
to prevent youth abuse of alcohol, drugs, and other harmful and illegal substances.*®® Since 2002,
the program has spent nearly $790 million taxpayer funding promoting anti-drug efforts nation-
wide, with little measurable impact.*®

Grants distributed through this program can be used by communities across the country for various
activities, including festivals and movie nights. Just last year, Sullivan County New Hampshire
received a $125,000 grant through the Drug-Free Communities Program and announced plans to
use the anti-drug funding to support a County Theatre Festival, which would have an anti-drug
theme that year to “empower youth to make good choices for their lives.”*%?

GADO, furthermore, has found the program lacking in management controls. A July 2008 GAO
study found program administrators have failed to monitor the program’s effectiveness, despite
being required by federal laws and regulations to do so. “Without defined oversight activities for

157 Website of the National Youth Anti-Drug Media Campaign accessed June 18, 2011,
http://www.mediacampaign.org/.

158 Funding figures compiled by staff from annual congressional appropriations laws.

Government Accountability Office, “ONDCP Media Campaign: Contractor’s National Evaluation Did Not Find That
the Youth Anti-Drug Media Campaign Was Effective in Reducing Youth Drug Use”, GAO-06-818, August 2006,
http://www.gao.gov/new.items/d06818.pdf.

190 Office of National Drug Control Policy website, Prevention Programs,
http://www.whitehousedrugpolicy.gov/prevent/prevention_programs.html, accessed July 17, 2011.

1 Funding figures compiled by staff from annual congressional appropriations laws.

162 \Website of Communities United for Substance Abuse Prevention, accessed June 19, 2011,
http://preventionworksnh.org/?p=1003.
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ensuring successful completion of the work,” GAO wrote, “ONDCP lacks reasonable assurance that
required tasks are being performed in accordance with its directives.” 163

Under the auspices of “coordination,’ the Office of National Drug Policy has continued to be
funded by Congress. However, after more than two decades of funding, taxpayers are still funding
a national coordinating office, along with numerous other federal drug programs, while measureable
results and lower drug abuse rates remain elusive.

The Office of National Drug Policy should be eliminated and any essential functions should be
transitioned to the appropriate federal departments already dedicated full-time to addressing the
nation’s drug matters. Specifically, if a review by the Government Accountability Office reveals
the Counterdrug Technology Assessment Center and the High-Intensity Drug Trafficking Area
Program, currently administered by the ONDCP, are not duplicative of existing federal drug-
trafficking efforts, these offices, or any essential and non-duplicative functions, could be
transitioned to the Department of Justice.

Eliminate the Council on Environmental Quality - $33 million

Funded at $3 million annually, the Council on Environmental Quality (CEQ) office at the White
House is tasked with advising the president on environmental matters, overseeing agency activities
related to the National Environmental Policy Act and coordinating federal environmental
activities.® However, much like the Office of National Drug Control Policy, the CEQ is a
duplicative executive branch office with ambiguous goals and activities with little to show for its
40-year history other than adding more than $91 million to the national debt.'®®

Perhaps indications that CEQ’s authorities and budget are ungainly, President Obama’s
predecessors attempted to trim the office. In the late 1970s, the Carter administration transferred
some of CEQ’s authority and activities to the Environmental Protection Agency (EPA). 1% His
successor, President Reagan, slashed CEQ’s budget by 80 percent.'®’

The president’s most recent budget proposes a nine percent increase in the CEQ budget for yet
another new and even more duplicative function—handling ocean policy issues. **® Despite the

183 Government Accountability Office, GAO-08-57, “Drug-Free Communities Support Program: Stronger Internal
Controls and Other Actions Needed to Better Manage the Grant-Making Process,” July 2008,
http://www.gao.gov/new.items/d0857.pdf.

164 Website of the Executive Office of the President, “FY 2012 Congressional Budget Submission,” accessed June 26,
2011, http://www.whitehouse.gov/sites/default/files/2012-eop-budget.pdf.

185 Funding data compiled from annual appropriations bills, information provided by CRS for years 1982 to 2001, and
for years 1970-1981 from Report by the Comptroller General of the United States, “The Council on Environmental
Quality: A Tool in Shaping National Policy,” March 19, 1981, accessed June 26, 2011,
http://archive.gao.qgov/f0102/114638.pdf.

186 Report by the Comptroller General of the United States, “The Council on Environmental Quality: A Tool in Shaping
National Policy,” March 19, 1981, accessed June 26, 2011, http://archive.gao.qov/f0102/114638.pdf.

167 Karp, James, Pollution Issues, accessed July 17, 2011,
http://webcache.googleusercontent.com/search?g=cache:2JgxjHoAHWgJ:www.pollutionissues.com/Pl-Re/President-s-
Council-on-Environmental-

Quality.html+clinton+administration+eliminate+ CEQ&cd=1&hl=en&ct=cInk&gl=us&source=www.google.com#ixzz1l
PYNuXZ8d.

1%8 Website of the Executive Office of the President, “FY 2012 Congressional Budget Submission,” accessed June 25,
2011, http://www.whitehouse.gov/sites/default/files/2012-eop-budget.pdf.
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current existence of an entire agency dedicated to oceans, the National Oceanic and Atmospheric
Administration (NOAA), the White House created the new, unwieldy-titled National Policy for the
Stewardship of the Ocean, Coasts, and Great Lakes, as well as a National Ocean Council—to be
directed by the CEQ, not NOAA.**® Meanwhile, NOAA’s annual budget is more than $4.5 billion,
and this year the president requested a 20 percent increase for the agency, while also proposing this
duplicative effort at the CEQ.*"

The president’s budget details the additional $285,000 needed for this new effort at the CEQ, will
be directed to various administrative expenses include salaries, official travel and vehicle rentals,

shipping costs, cell phone and wireless communication device charges, printing costs, office
171

furniture, photocopiers, and magazine subscriptions.
A review of its blog reveals the National Ocean
Council has done little in the last year. In fact,

the blog had a total of only 11 postings.*’® The
only recent activity of the Council is a series of
“listening sessions” being hosted across the

country to collect input as they draft a national
strategy on oceans, coasts, and Great lakes—
travel costs at taxpayers’ expense of course.’
Other gquestionable activities at the CEQ include the new Great Outdoors Initiative. Proposed by
the president earlier this year, the new program is directed “to achieve lasting conservation of the
outdoor spaces” and plans to do so by creating “accessible parks or green spaces for our children”
and eslt%blishing “a new generation of great urban parks and community green spaces,” among other
goals.

3

According to their report, last year senior administration officials held 51 listening sessions'’ to

hear “creative ideas about conservation, recreation, and connecting people to the outdoors.” One of
their recommendations is to “launch a public awareness initiative to show that experiencing
America’s great outdoors is fun, easy, and healthy.” °

Federal promotion of outdoor recreation activities is questionable at best and by most accounts,
completely unnecessary and an outright waste of taxpayer funding—especially considering more
than 137 million Americans participated in outdoor recreation activities in 2010, according to a

189 Website of the Council on Environmental Quality, accessed July 17, 2011,
http://www.whitehouse.gov/administration/eop/ceg/initiatives/oceans.

170 Congressional Research Service R41721, “Commerce, Justice, Science, and Related Agencies: FY2012
Appropriations,” May 12, 2011, http://www.crs.gov/pages/Reports.aspx?PRODCODE=R41721&Source=search.
"1 \Website of the Executive Office of the President, “FY 2012 Congressional Budget Submission,” accessed June 25,
2011, http://www.whitehouse.qgov/sites/default/files/2012-eop-budget.pdf.

172 Blog of the National Ocean Council, accessed July 17, 2011,
http://www.whitehouse.gov/administration/eop/oceans/whats-new.

13 Blog of the National Ocean Council, accessed July 17, 2011,
http://www.whitehouse.gov/administration/eop/oceans/whats-new.

7% Website of the Council on Environmental Quality, “Great Outdoors Initiative,” accessed July 17, 2011,
http://www.whitehouse.gov/administration/eop/ceg/initiatives/ago.

7% Website of the Council on Environmental Quality, “Great Outdoors Initiative,” accessed July 17, 2011,
http://www.whitehouse.gov/administration/eop/ceg/initiatives/ago.

176 America’s Great Outdoors, “A Promise to Future Generations,” February 2011,
http://americasgreatoutdoors.gov/files/2011/02/AGO-Executive-Summary-2-7-11.pdf.
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2011 report by the Outdoor Industry Association
(OIA).Y"" The study notes that for the third
consecutive year, roughly half of Americans over the
age of six enjoyed outdoor recreation, including an
increase in the number of diverse participants, as well
as a more than 12 percent jump in the number of
Americans lacing up their running shoes and hitting
the outdoor trails.

President Carter had it right, and 30 years later, with a
$10 million budget and more than 17,000 employees, the EPA remains the central federal agency
tasked with protecting the environment and administering federal environmental policy.*"® The
Environmental Protection Agency is still the most appropriate place for these activities, and the
CEQ should be eliminated as the EPA can absorb any necessary functions.

Eliminate the Office of Science and Technology Policy - $77 million

According to the White House, the Office of Science and Technology Policy (OSTP) has “a broad
mandate to advise the President and others within the Executive Office of the President on the
effects of science and technology on domestic and international affairs.”*”® With an annual budget
of $7 million, OSTP is similar to both the ONDCP and the CEQ in its duplicative policy role both
within the White House and across the government. ‘¥

The federal government spends more than $25 billion every year through three other entities — the
National Science Foundation, the National Aeronautics and Space Administration, and the Office of
Science and Technology Policy.*®" The president’s domestic policy advisors, combined with those
he appoints to run these major federal science agencies should be responsible for carrying out any
necessary functions at the OSPT, whose mission is ambiguous at best. Costing taxpayers $147
million during its 35 year existence, compared to many the office utilizes very few federal
resources—all the more reason it is unnecessary. *2

OSTP is home to the National Science and Technology Council, which was created in 1993 as the
“principal means within the executive branch to coordinate science and technology policy,” and is
essentially a meeting of several various science advisors from across the numerous science and
technology offices in the executive branch.'®® Yet, in 2009, the president created another council—
President’s Council of Advisors on Science and Technology, which not only bears nearly the same

" Outdoor Foundation, “Outdoor Recreation Participation, Topline Report, 20117
http://www.outdoorindustry.org/images/researchfiles/OlA_Participation2011Topline.pdf?133.

178 Website of the Environmental Protection Agency, “FY 2012 Budget in Brief,” accessed June 26, 2011,
http://www.epa.gov/planandbudget/annualplan/fy2012.html.

179 Website of the Office of Science and Technology Policy, “About OSTP,” accessed July 8, 2011,
http://www.whitehouse.gov/administration/eop/ostp/about.

180 Website of the Executive Office of the President, “FY 2012 Congressional Budget Submission,” accessed June 25,
2011, http://www.whitehouse.gov/sites/default/files/2012-eop-budget.pdf.

181 Congressional Research Service R41721, “Commerce, Justice, Science, and Related Agencies: FY2012
Appropriations,” May 12, 2011, http://www.crs.gov/pages/Reports.aspx?PRODCODE=R41721&Source=search.

182 Data compiled by the Congressional Research Service for OSTP funding since its inception in 1976.

183 \Website of the Office of Science and Technology Policy, “National Science and Technology Council,” accessed July
17, 2011, http://www.whitehouse.gov/administration/eop/ostp/nstc.
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name, but also a similar purpose as an “advisory group of the nation’s leading scientists and
engineers who advise the president” on matters of science and technology.184

On its website, the Office of Science and Technology Policy explains that “their work can be
thought of as falling into four main topic areas” of federal policy including science, technology,
energy/environment, and national security/international affairs. Yet again, it is clear the
involvement in these matters is duplicative and wasteful, given the billions of dollars spent at
countless agencies throughout the executive branch and even in the White House, dedicated to these
same matters.

For example, the president’s National Security Council and Homeland Security Council, along with
the Joint Chiefs of Staff, the Secretary of State, the Secretary of Defense and many more are
responsible for matters of national security and international affairs. As previously noted, the
Environmental Protection Agency and NOAA also handle environmental and climate change issues,
while the National Institute of Standards and Technology is responsible for technology matters.

Despite these offices, councils, and advisors, with a budget of $3 million, the office is not operating
any actual programs related to science and technology, but is merely another office funding salaries
of White House staff. According to its budget justification, funding for the office this year will be

used to support the Director of OSTP, to operate the National Science and Technology Council and

President’s Council of Advisors on Science and Technology, to carry out national security
emergency preparedness communications responsibilities, and provide science and technology
advice to federal officials during times of national crisis.®®> Given its duplicative nature and
ambiguous purpose, this White House office should be eliminated.

EXECUTIVE OFFICE OF THE PRESIDENT TEN YEAR SAVINGS
Discretionary: $5.4 billion
Total: $5.4 billion

184 Website of the Office of Science and Technology Policy, “About PCAST,” accessed July 17, 2011,
http://www.whitehouse.gov/administration/eop/ostp/pcast/about.

18 Website of the Executive Office of the President, “FY 2012 Congressional Budget Submission,” accessed July 17,
2011, http://www.whitehouse.gov/sites/default/files/2012-eop-budget.pdf.
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THE U.S. JUDICIARY

The Judicial Branch of the federal government is made up of the Supreme Court, lower courts,
special courts, and the administrative office of the courts, the Federal Judicial Center, and U.S.
Sentencing Commission. While the U.S. Constitution establishes the Supreme Court, Congress is
given discretion to determine the shape and structure of the remaining federal judiciary.

The total budget for the Judiciary in Fiscal Year (FY) 2010 was $6.8 billion and the 2012 request is
$7.3 billion.*® According to the Congressional Research Service, 73 percent of the total Judiciary
budget is dedicated to the salaries and expenses account for the U.S. Courts of Appeals, District
Courts, and Other Judicial Services. This includes justices and judges retired from office or from
regular active service, judges of the U.S. Court of Federal Claims, bankruptcy judges, magistrate
judges, and other officers, and employees of the federal judiciary.®” The Judicial Conference of the
United States, which oversees the administration of the courts, is implementing reforms expected to
save $400 million in 2012.'%

Reducing Rising Rent Costs by Sharing Courtrooms

Rental payments by the Judiciary have increased dramatically in recent years. The Judiciary spent
about $1 billion of its $6.8 billion budget on rent in 2010. The Judiciary’s rent payments to the
General Services Administration (GSA) increased from $133 million in 1986 to $980 million in FY
2006,'®° according to a 2005 report by the Director of the Administrative Office of the Courts. A
2005 report noted the Judiciary pays more rent in actual dollars to GSA than any other federal
agency except the Department of Justice (DOJ). As a percentage of its budget, DOJ pays about 3
percent while the courts pay 22 percent. Controlling the cost of courtroom and judicial office space
could save taxpayers millions of dollars every year.

A 2010 Government Accountability Office (GAO) report recognized this problem and developed a
model for courtroom sharing. GAO found there is enough unscheduled courtroom time for
substantial courtroom sharing and sharing could have “reduced the number of courtrooms needed in

'8Garrett Hatch, Financial Services and General Government Appropriations: FY2012 Budget Request Fact Sheet,
Congressional Research Service Report, R41655, June 16, 2011, at 1.

¥"Garrett Hatch, Financial Services and General Government Appropriations: FY 2011 Appropriations, Congressional
Research Service, R41340, June 14, 2011, at 29.

188Statement of the Honorable Julia S. Gibbons, Chair, Committee on the Budget of the Judicial Conference of the
United States. Before the Committee on Appropriations, Subcommittee on Financial Services and General Government,
United States House of Representatives, April 6, 2011, at 6.

'89statement of Leonidas Mecham, Director, Administrative Office of the United States Courts, Judicial Conference of
the United States, before the Committee on Transportation and Infrastructure, Subcommittee on Economic
Development, Public Buildings and Emergency Management, U.S. House of Representatives, June 21, 2005.




BACK IN BLACK | 42

courthouses built since 2000 by 126 courtrooms [or] about 40 percent.”190 GAO notes judges
initially raised concerns about sharing, but “overcame those challenges when necessary and no trials
were postponed.”*!

Because the cost of rent is such a large portion of the Judiciary’s budget, one of the cost saving
initiatives developed by the Judicial Conference was a policy where two senior district judges will
share one courtroom in new courthouse construction projects starting in 2008. Further savings
could result by requiring all senior judges, not just those in new construction.

A significant number of courtrooms could be eliminated if senior judges were required to share
when possible. Senior judges “essentially provide volunteer service to the courts” and “typically
handle about 15 percent of the federal courts’ workload annually.”*** Although it depends on the
court and the judge, most senior judges decrease their caseload by 50 percent. Currently, there are
394 senior district court judges across the country.'*® According to a GAO analysis of unscheduled
courtroom time, 3 senior judges could share one courtroom.'** A three to one sharing ratio should
be required wherever feasible.

A courtroom sharing policy should also be required for magistrate judges. There are currently 528
full-time and 41 part-time magistrate judges across the country.'*® According to GAO, there is
enough unscheduled courtroom time for three district judges to share two courtrooms.*®
Eliminating one-third of the courtrooms would save $99,343,750 annually in rental costs.

Re-establishing the Moratorium on the Construction of New Courthouses

Unneeded courthouse construction is costing taxpayers hundreds of millions of dollars. Thirty-three
federal courthouses completed over the last decade “include 3.56 million square feet of extra space
consisting of space that was constructed 1) above the congressionally authorized size, 2) due to
overestimating the number of judges the courthouses would have, and 3) without planning for

1%5tatement of Mark L. Goldstein, Director, Physical Infrastructure Issues, Government Accounting Office, Federal
Courthouse Construction, Better Planning Oversight and Courtroom Sharing Needed to Address Future Costs,
Testimony Before the Committee on the Judiciary, Subcommittee on Courts and Competition Policy, U.S. House of
Representatives, Sept. 29, 2010, at 1.

1Statement of Mark L. Goldstein, Director, Physical Infrastructure Issues, Government Accounting Office, Federal
Courthouse Construction, Better Planning Oversight and Courtroom Sharing Needed to Address Future Costs,
Testimony Before the Committee on the Judiciary, Subcommittee on Courts and Competition Policy, U.S. House of
Representatives, Sept. 29, 2010, at 1.

%2United States Courts website, Frequently Asked Questions, at http://www.uscourts.gov/Common/FAQS.aspx.
%3United States Courts website at http://www.uscourts.gov/JudgesAndJudgeships/Biographical DirectoryOfJudges
.aspX.

%Statement of Mark L. Goldstein, Director, Physical Infrastructure Issues, Government Accounting Office, Federal
Courthouse Construction, Better Planning Oversight and Courtroom Sharing Needed to Address Future Costs,
Testimony Before the Committee on the Judiciary, Subcommittee on Courts and Competition Policy, U.S. House of
Representatives, Sept. 29, 2010, at 1.

1%Phone conversation with Ann McKenna, Administrative Office of the Courts, June 9, 2011.

1%gtatement of Mark L. Goldstein, Director, Physical Infrastructure Issues, Government Accounting Office, Federal
Courthouse Construction, Better Planning Oversight and Courtroom Sharing Needed to Address Future Costs,
Testimony Before the Committee on the Judiciary, Subcommittee on Courts and Competition Policy, U.S. House of
Representatives, Sept. 29, 2010, at 1
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courtroom sharing among judges,” according to a 2010 GAO repor‘[.197 It cost $835 million to
construct this extra and unnecessary space. But that price tag does not reflect the total cost. The
annual cost to “rent, operate and maintain” these courthouses is $51 million.

A national moratorium on courthouse construction was in place from 2004 to 2006.'*® The
moratorium on new courthouse construction should be re-established.

The 2011 budget request from the Judiciary includes “30 additional court security officers for
anticipated new and renovated existing space ... and enhancements to security systems and
equipment.”*® A moratorium would decrease court security costs as fewer new courthouses would
mean less security is needed.

‘11 |n|:|!:li}
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Unnecessary space in the St. Louis, Missouri, federal courthouse cost an extra $88.8 million to
construct. The 398,000 square feet of unnecessary space will cost taxpayers an additional $2.8
million a year in rent and maintenance.?*

The 238,000 square feet in unnecessary space included in the Ferguson federal courthouse in
Miami, Florida cost an extra $48.5 million to construct and an extra $3.8 million every year for
rent, operations and maintenance costs.?*!

9Statement of Mark L. Goldstein, Director, Physical Infrastructure Issues, Government Accounting Office, Federal
Courthouse Construction, Better Planning Oversight and Courtroom Sharing Needed to Address Future Costs,
Testimony Before the Committee on the Judiciary, Subcommittee on Courts and Competition Policy, U.S. House of
Representatives, Sept. 29, 2010, at 1.

1%Statement of the Honorable Julia S. Gibbons, Chair, Committee on the Budget of the Judicial Conference of the
United States. Before the Committee on Appropriations, Subcommittee on Financial Services and General Government,
United States House of Representatives, April 6, 2011, at 4

%Garrett Hatch, Financial Services and General Government Appropriations: FY 2011 Appropriations, Congressional
Research Service, R41340, June 14, 2011, at 29.

20 Tom Murse, “Government Overspent on 7 Federal Courthouses,” US Government Info, accessed July 7, 2011;
http://usgovinfo.about.com/od/moneymatters/tp/7-Overpriced-Federal-Courthouses.htm .

21 Tom Murse, “Government Overspent on 7 Federal Courthouses,” US Government Info, accessed July 7, 2011;
http://usgovinfo.about.com/od/moneymatters/tp/7-Overpriced-Federal-Courthouses.htm .
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Reducing the Size and Cost of Judiciary Staff

Personnel costs are expected to cost the judiciary an addition $1.4 billion for existing court support
staff by 2018.%%% This does not include additional staffing amounts.

The FY2011 request for this account was $5.31 billion, an increase of $299 million (5.9 percent)
over the FY2010 level of $5.01 billion. According to the budget request, this increase is needed
“primarily for inflationary and other adjustments to maintain the courts’ current services.” Of this
total, 33 percent was for court support personnel salaries; 21 percent for judges and chambers staff
salaries and benefits; 17 percent for rent; 11 percent for court support personnel benefits; 10 percent
for operations and maintenance; and 7 percent for information technology.**

The staff of the federal judiciary, like the staff for the executive and legislative branches of
government, can be reduced. President Obama’s bi-partisan fiscal commission recommended
reducing judiciary staff by 10 percent. To meet this goal, judges can share secretaries and share
judicial clerks. The judiciary staff should be reduced by 10 percent.

Cost of Senior Judges

The cost of senior judges is difficult to determine because these judges are lumped in with the costs
of full time, active judges. However, there are 394 senior district court judges and 112 senior
circuit court judges. They all receive full pay and benefits when they either take senior status or
retire. District court judges make $174,000 per year and circuit court judges make $184,500. Thus,
their salaries alone are $68.6 million (district) and $20.7 million (circuit) for a total of $89.3
million.2®* The total budget for all personnel (not just judges, but clerks, secretaries, etc.) for the
district and circuit courts for 2010 was $3,236 million.”® Also, senior judges’ salaries are not
stagnant once they retire; they receive all the pay increases active judges receive. Further, allowing
judges to take senior status opens up a vacancy on the court, just like a retirement, so it increases the
overall cost of the judiciary.

In addition, there is a Judicial Retirement Funds account that received $72 million for the Judicial
Officers’ Retirement Fund, $6 million for the Judicial Survivors' Annuities Fund, and $4 million for
the U.S. Court of Federal Claims Judges Retirement Fund for a total of $82 million in in 2010
mandatory spending.”®®

22gtatement of the Honorable Julia S. Gibbons, Chair, Committee on the Budget of the Judicial Conference of the
United States. Before the Committee on Appropriations, Subcommittee on Financial Services and General Government,
United States House of Representatives, March 19, 2009, at 5.

203 Garrett Hatch, Financial Services and General Government Appropriations: FY 2011 Appropriations, Congressional
Research Service, R41340, June 14, 2011, at 36.

24 U.S. Courts Website at Www.uscourts.gov.

% Office of Management and Budget, The Appendix, Budget of the United States Government, Fiscal Year 2012
Judicial Branch, Courts of Appeals, District Courts, and Other Judicial Services, at
http://www.whitehouse.gov/sites/default/files/omb/budget/fy2012/assets/jud.pdf.

2% Office of Management and Budget, The Appendix, Budget of the United States Government, Fiscal Year 2012
Judicial Branch, Judicial Retirement Funds at
http://www.whitehouse.gov/sites/default/files/omb/budget/fy2012/assets/jud.pdf.
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Adjusting Civil Court Filing Fees to Cost of Living Increases

The Judiciary could offset some costs it incurs by increasing civil court filing fees. The current
filing fee of $350 has not been adjusted since 2006. The Judiciary should link the fees to annual
cost of living increases. The fees brought in approximately $87.4 million in 2009. If the fees were
tied to cost of living adjustments, the Judiciary would have collected an additional $9 million.

The filing fee for the U.S. Tax Court is $60.%°" These fees should also be adjusted to annual cost of
living increases.

Reducing Cost of Grounds Maintenance

The Supreme Court received $15 million in appropriated funds in 2010 for building and grounds
maintenance and has requested $9 million for 2012. The maintenance fund has an estimated $23
million in unobligated balances it will carry over in 2012.%% It appears the appropriations for these
purposes have exceeded the amount needed or above what could be spent. These unobligated
balances should be used to pay for future maintenance and the total annual appropriation should be
reduced by 20 percent.

Controlling the Growth of Administrative Costs

The Administrative Office of the Courts (AOC) provides a wide range of administrative,
management, program, and information technology services to the U.S. courts, but the increase in
budget request from $83 million in 2011 to $89 million in 2012 is not justified.?® Funding should
be maintained at 2011 levels.

Focusing the Mission and Downsizing the Cost and Size of the U.S. Sentencing Commission

The U.S. Sentencing Commission collects, analyzes, and distributes information on Federal crime
and sentencing issues, serving as an information resource for Congress.?*® It also establishes
sentencing policies, advises policymakers on the development of crime policy, and provides
training for judges, prosecutors, probation officers and the defense bar.

The Commission, in large part, performs many functions Congress can and should perform itself. It
also collects duplicative statistics similar to those compiled by the Bureau of Justice Statistics and
the FBI.

The cost, size, and mission of the Commission should be significantly downsized. The total amount
paid for salaries of the commissioners and their staff should be reduced by 50 percent. To help
achieve this reduction, the number of commissioners should be reduced from seven to three. The

27 United States Tax Court website, updated September 1, 2010; http://www.ustaxcourt.gov/fees.htm .

2% Office of Management and Budget, The Appendix, Budget of the United States Government, Fiscal Year 2012
Judicial Branch, Courts of Appeals, District Courts, and Other Judicial Services, at
http://www.whitehouse.gov/sites/default/files/omb/budget/fy2012/assets/jud.pdf.

29 Garrett Hatch, Financial Services and General Government Appropriations: FY 2011 Appropriations, Congressional
Research Service, R41340, June 14, 2011.

219 United States Sentencing Commission website, “About the Commission.”
http://www.ussc.gov/About_the_Commission/index.cfm.
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Commission also spends $1 million on travel. #* These costs are unnecessary and should be
eliminated.

SAVINGS/PROGRAM REDUCTIONS

Reduce total budget of Courts of Appeals, District, and other judicial services by two percent
Re-establish Courts of Appeals and District Court Building Moratorium

Court of Appeals and District Court rental fees senior judges sharing

Court of Appeals and District Court Rental Fees Magistrate Judges sharing

Reduce Court of Appeals and District Court staff by 10 percent

Reduce total budget of legal activities and U.S. Marshals by 2 percent

Reduce staff budget for Supreme Court by 10 percent

Reduce Supreme Court transportation spending by 20 percent

Reduce Supreme Court Grounds maintenance by 20 percent

Maintain Court Security funding at 2010 levels

Maintain 2010 personnel spending levels for Administrative Office of the Courts

Eliminate travel for U.S. Sentencing Commission

Reduce number of commissioners from 7 to 3 and the overall salary costs for U.S. Sentencing
Commission by 50 percent

THE JUDICIAL BRANCH TEN YEAR SAVINGS
Total: $7.78 billion

21 Office of Management and Budget, The Appendix, Budget of the United States Government, Fiscal Year 2012
Judicial Branch, Courts of Appeals, District Courts, and Other Judicial Services, at
http://www.whitehouse.gov/sites/default/files/omb/budget/fy2012/assets/jud.pdf.
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DEPARTMENT OF AGRICULTURE

The U.S. Department of Agriculture (USDA) is tasked with providing
assistance and expertise for rural communities in the areas of agricultural production, natural
resources, rural development, nutrition, forestry, statistical data, and international aid and
development. For Fiscal Year (FY) 2011, USDA received a total of $148 billion. USDA program
funding is generally established by Congress every five years in what is called “the farm bill.”
Ninety-seven (97) percent of the 2008 farm bill funding was spent on four titles: Nutrition (67%),
Farm Commodity Support (15%), Conservation (9%), and Crop Insurance (8%).

Our nation’s farmers and ranchers play an essential role in providing safe and healthy food in the
U.S. and around the world. The volatile nature of their industry demands they be some of the most
resourceful and business savvy individuals in our country. As some of the hardest workers in our
economy, farmers and ranchers often, but not always, toil for small profit margins under the
demand of high input costs. With this fact in mind, the federal government can play a productive
role in providing access to capital, particularly for small farming operations. However, the current
size and scope of the bureaucracy does not match the efficiency that farmers expect from their own
operations.

The USDA currently employs over 120,000 individuals in 16,000 offices and field locations. %2 The
agency notes that if it were a private company, it would be the sixth largest in the United States.?*

22 Mimms, Sara, “USDA Confronts Challenge of Youth Recruitment,” Government Executive January 20, 2011,
http://www.govexec.com/story page.cfm?articleid=46917 &oref=todaysnews.

13 United States Department of Agriculture, Office of the Chief Financial Officer website, http://www.ocfo.usda.gov/,
last accessed on January 26, 2011.
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Today there is one USDA employee for every eight farmers (those that list farming as their
principle source of income), or overall, one USDA employee for every 18 farms.

Reforming this agency must focus on providing a bureaucracy that matches the efficiency of the 21%
century farm. The current subsidy framework provided by Uncle Sam ensures farmers are covered
by taxpayers at nearly every angle of risk. Unlike other industries, farmers are made nearly whole
through a variety of formula-based programs called the “farm safety net.”

It is worth noting that net farm income (a measurement in the increase of wealth from production) is
projected to reach $94.7 billion in 2011, the second highest level measured in 35 years. This
represents a substantial increase of $15.7 billion or 19.8 percent increase from the 2010 forecast.
Crop prices alone are expected to rise at record rates by 14 percent in 2011.2* The question
Congress must ask is not whether there will be a safety net but whether there will be one that works
for farmers and taxpayers alike and that recognizes our nation’s fiscal situation.

End excessive farm programs to establish a true and sustainable safety net for farmers by
maintaining crop insurance and loan guarantees

USDA'’s Farm Service Agency (FSA) serves as the delivery point for farm credit (Direct and
Guaranteed for Ownership and Operating Loans), Disaster Assistance, and Commodity
Programs.”® The FSA has thousands of support staff requiring $1.5 billion for salaries and
expenses.?'®

The federal government has long provided credit to farmers who cannot obtain it elsewhere. In this
role, FSA serves as a lender of last resort for farmers who cannot overcome economic
circumstances, and it should continue to function within this role but in a limited manner only as it
relates to guaranteeing loans. It should always be questioned whether it is a good idea to put
taxpayers on the hook for loan applicants who are denied by commercial lenders and farm credit
institutions; however, capitalizing farmers is the most efficient way to promote independence and
sustainable business practices without creating long-term dependency among the agricultural
community.

While USDA has arguably played a productive role in capitalizing the farm economy, its efforts
have gone far beyond this focus. USDA now covers farmers from every angle: crop insurance for
most crops, payments to noninsured farmers for crops not covered by crop insurance, disaster
assistance, direct payments for commaodities, counter-cyclical payments (or ACRE), and marketing
assistance loans.

For its part, crop insurance is a longstanding risk management tool for most major crops as its
original mission was to prevent the need for ad hoc disaster assistance, weather-related plant
disease, and insect infestations. In the 1980s the federal crop insurance program spent about $500

24ys. Department of Agriculture website, Economic Research Service, “2011 Farm Sector Income Forecast,

“http://www.ers.usda.gov/briefing/farmincome/nationalestimates.htm, accessed July 15, 2011.

2152 300 local service centers nationwide

216 .S, Department of Agriculture Website, FY 2012 Budget Summary and Annual Performance Plan, Pages 15-16,
http://www.obpa.usda.gov/budsum/FY12budsum.pdf, accessed July 15, 2011.
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million annually but in recent years the cost has increased to about $5-8 billion.?” A part of crop
insurance now allows for Catastrophic Coverage without farmers even paying a premium and is
fully subsidized by the federal government.

The farm safety net should be reformed to serve solely as a risk management tool intended to
promote the capitalization of farmers. Additional income support programs, such as direct
payments, counter-cyclical payments, ACRE, and marketing assistance loans should be ended.
Farmers should be protected against the unpredictable, and often volatile, nature of farming by a
mature risk management tool like crop insurance and supplemented by loan guarantees.

The following programs encapsulate farm commodity safety net programs

(A)Eliminate direct payments for commodities to save $64 billion over ten years*®

Direct payments were created in the 1996 Freedom to Farm Act as transition payments for a limited
number of years to allow farmers to gradually be released from federally-directed farming policies
and assistance. These were intended to be temporary and nature, yet, Congress has continued these
subsidies without regard to their original intent.

Direct payments are fixed annual payments based on a farm’s historical plantings, historical yields,
and a national payment rate but do not depend on market prices. Ten crops are eligible (wheat,
corn, sorghum, barley, oats, cotton, rice, soybeans, minor oilseeds, and peanuts) but fruits,
vegetables, and wild rice are excluded. However, these payments do not provide assistance when
farmers actually need it. Rather, they provide income support for one particular industry; have been
the subject to considerable abuse; and are not indexed to appropriate market factors.

A 2008 GAO report found direct payments have gone to wealthy and deceased farmers in the past
as well as those who do not generate the majority of their income from farm activities. The report
states, ““...of the 1.8 million individuals receiving farm payments from 2003 through 2006, 2,702
had an average adjusted gross income (AGI) that exceeded $2.5 million and derived less than 75
percent of their income from farming, ranching, or forestry operations, thereby making them
potentially ineligible for farm payments.”?*° Experts have pointed out that a majority of direct
payments are received by those without imminent risk to crop or price.??

The President’s Fiscal Commission proposed reducing direct payments by approximately $3 billion.
Additionally, the lowa Farm Bureau recently recommended ending them altogether as well.?**
Other groups have also called for sizable reductions in these payments.

2Y'CRS Report: R40532, “Federal Crop Insurance: Background and Issues,” Congressional Research Service, December
13, 2010, http://www.crs.gov/pages/Reports.aspx?PRODCODE=R40532&Source=search, accessed July 15, 2011.

218 «Agricultural Policy and the Next Farm Bill” presentation Slide 29, Congressional Research Service, May 11, 2011.
1% GA0-09-67 Federal Farm Programs: USDA Needs to Strengthen Controls to Prevent Payments to Individuals Who
Exceed Income Eligibility Limits, Government Accountability Office, October 2008,
http://www.gao.gov/new.items/d0967.pdf.

20«Economists offer budget driven farm bill proposals,” AgriNews website, December 16, 2010,
http://www.agrinews.com/economists/offer/budget/driven/farm/bill/proposals/story-3138.html, accessed July 15, 2011.
2!Nixon, Ron, “In Battle Over Subsidies, Some Farmers Say No,” June 23, 2011,
http://www.nytimes.com/2011/06/23/us/23crop.html?pagewanted=all, accessed July 15, 2011.
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(B) Eliminate Counter-cyclical payments to save $1.85 billion over ten years

Counter cyclical payments are another component of the farm safety net, providing assistance from
a different angle than direct payments. These payments are crop-specific based on national average
farm prices. Unlike direct payments, these payouts vary inversely with market prices, which could
promote overproduction. When prices (not revenue) fall below a certain level, farmers receive
payments based on market prices. The program does not stipulate a farmer actually produce any of
the commodity for which he or she receives a payment.

(C) Eliminate the Average Crop Revenue Election (ACRE) program. This could save $4.9
billion depending on participation. ACRE was intended as a more suitable alternative for Counter
Cyclical payments but generally seeks to achieve the same goal. This program pays a farmer when
two conditions are met: (1) state-level revenue for a crop (determined after harvest) falls below a
guaranteed level, which is determined before harvest, to prevent making payments in the case one
or the other does well; and (2) the farmer experiences an individual crop revenue loss on a farm.
The second trigger provides an additional safeguard, so farmers can be eligible for payment if they
are not profitable individually even when commodity prices are high.

Created in 2008, this program has experienced low participation rates due to the complexities of the
program. It requires significantly more data from farmers and is inherently more difficult to
explain. Itis still too early to tell whether it could be a more efficient and cost-effective program
than counter-cyclical payments.

Counter-cyclical payments have historically functioned as a risk management tool by safeguarding
against market downturns. However, since the crop insurance program was strengthened in the
1980s and 1990s, along with other federal assistance, these payments, including ACRE, now
function more like income support programs. The next Standard Reinsurance Agreement—the
process periodically used by USDA to renegotiate the terms of the crop insurance program among
producers, the government, and insurance companies—should be used address any shortcomings in
the crop insurance to meet the needs of eliminating counter-cyclical payments and SURE.

If an individual is farming, it is likely because he or she already possesses the understanding of the
risks associated with production and is sufficiently savvy to maneuver around economic hazards of
the business. For any shortcomings, crop insurance and loan guarantees are sufficient.

(D) Eliminate Marketing Loan Assistance Program. This could save $3.5 billion, depending on
commodity prices. This program provides another artificial buffer against market prices, could
potentially encourage overproduction, and is vulnerable to abuse.

Marketing Loan Assistance provides short-term loans, using the crop as collateral and a guaranteed
floor price or cash payments for staple crops covered under direct payments plus cotton, wool,
mohair, and honey.?? Program costs have ranged from $1 billion to $7 billion annually.

Previously, farmers simply kept their loans and forfeited their collateralized crop if market prices
fell below target levels. The program paid for loan costs and crop storage. Now most marketing
loan subsidies simply bypass the loan process altogether and provide a subsidy payment termed a
“loan deficiency payment.”

222 These payments are also described as Loan Deficiency Payments.




BACK IN BLACK | 51

Many have also questioned whether this program is serving the right group of people. A
Washington Post investigation revealed that farmers do not necessarily have to suffer through low
commaodity prices to receive the subsidy. Farmers can receive a federal loan using their crop as
collateral during a time of low prices. When prices rise, they can then sell the crop on the markets.
According to the report, “Despite its name [loan deficiency payment], it is neither a loan nor, in
many cases, payment for a deficiency. It is just cash paid to farmers when market prices dip below
the government-set minimum, or floor, if only for a single day.”?*®

The idea to support farmers in times of low prices came during the Great Depression. By the 1980s,
the federal government decided to purchase surplus crops that could not otherwise be sold in the
markets. Loan Deficiency Payments were a way to cushion farmer revenues when prices fell below
a certain threshold. As GAO reported first in 2009, the program functioned more like a source of
guaranteed income rather than interim financing for risk aversion, which caused the cost of the
program to skyrocket.??*

Eliminate the following programs created in the 2008 farm bill to assist after natural disasters

USDA operates a robust crop insurance program with the specific intent of eliminating the need for
ad hoc disaster assistance.?”® Nevertheless, emergency disaster assistance continues. The
Noninsured Crop Disaster Assistance Program (NAP) already provides payments to producers for
crops not eligible under the crop insurance program. Crops includes feed and specialty crops,
among others. Additionally, NAP provides payments for low yields, loss of inventory, or being
prevented from planting due to natural disasters. The following programs do the same thing and
should be eliminated.

1. Supplemental Revenue Assistance Payments (SURE) ($974 million in FY2010) is the largest of
the 2008 farm bill programs that essentially makes permanent the “ad hoc” disaster assistance
that has been become common for Congress to authorize. It provides payments for crop
production and/or quality losses due to natural disasters. SURE goes further than crop insurance
by providing payments equal to the deductable up to 90 percent of the crop’s value. It is not the
taxpayers’ responsibility to ensure farmers have little to no risk. GAO found that FSA has had
trouble implementing ad hoc disaster assistance in the past.??®

2. Livestock Forage Disaster Program (LIP)($92 m in FY 2010) provides payments for grazing
losses due to drought or fire (on public lands for fires), which is duplicative of NAP

3. Emergency Assistance for Livestock, Honey Bees, and Farm-Raised Fish (ELAP)($21 million)

223M0rgan, Dan, Cohen, Sarah, Gaul, Gilbert M., “Growers Reap Benefits Even in Good Years,” Washington Post, July
3, 20086, http://www.washingtonpost.com/wp-dyn/content/article/2006/07/02/AR2006070200691 pf.html, accessed July
15, 2011.

224 GAO/RCED-00-9, “Marketing Assistance Loan Program Should Better Reflect Market Conditions, Government
Accountability Office,” November 1999; http://www.gao.gov/new.items/rc00009.pdf.

2CRS Report: RS21212, “USDA Agriculture Disaster Assistance,” Congressional Research Service,” January 6, 2011,
http://www.crs.gov/pages/Reports.aspx?PRODCODE=RS21212&Source=search.

?26 GAO-10-548, “Crop Disaster Programs, Lessons Learned Can Improve Implementation of New Crop Assistance
Program,” Government Accountability Office, June 2010; http://www.gao.gov/highlights/d10548high.pdf.
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4. Tree Assistance Program ($2 million) provides payments to orchardists and nursery tree
growers to replant trees after natural disasters. This is not a priority of the federal government
nor a staple crop for consumption.

End FSA Direct Ownership and Operating Loans but Maintain Guaranteed Loans

FSA loans are intended to provide high risk borrowers with temporary loans when they are unable
to obtain credit from a commercial lender or farm credit institution. Alternatively, the Farm Credit
System is a quasi-federal extension, cooperatively owned and federally chartered with the mission
of lending to farmers. FCS accounts for approximately 40 percent of total farm debt. %2’

According to a 2006 GAO study, USDA’s farm loan program has shown significant financial and
policy shortcomings over the years, including billions of dollars in losses due to mismanagement
and weak lending practices. The program was previously placed on GAQO’s “High Risk™ list,
because delinquent borrowers held over $11 billion of the agency’s outstanding loans, which is a
violation of the criteria used to evaluate applicants.??®**® While many of these problems have been
addressed through the 1996 farm bill, FY 2010 tables show millions in defaults or outstanding
balances.

However, these losses are acceptable. Safeguards must be established by eliminating excessive
assistance programs. Fortunately, the farm sector’s solvency remains strong at this time. USDA
projects debt-to-asset and debt-to-equity ratios will decline in 2011 from 11.3 to 10.7 and 12.8 to
12.0 respectively.?®

FSA Guaranteed Farm Loans should remain intact. These loan guarantees provide lenders (e.g.,
banks, Farm Credit System institutions, credit unions) with a guarantee of up to 95 percent of the
loss of principal and interest on a loan for the same purposes of a direct loan but without restriction
on refinancing existing debts.”** Direct loans provide the smallest percentage of credit for farm
debt but are the most expensive for taxpayers. Term limits on farm loans, which extend the number
of years farmers are eligible to participate were originally imposed to encourage farmers to
“graduate” to commercial credit. These should remain in place rather than being suspended
periodically as Congress has been known to do.?*?

Farmers and ranchers apply to an agricultural lender, which then arranges for the guarantee. The
FSA guarantee permits lenders to make agricultural credit available to farmers who do not meet the
lender's normal underwriting criteria. FSA guaranteed loans (up to $1.119 million) are for both
Farm Ownership (for purchase of farmland, construction or repair of buildings or fixtures, develop

22T CRS Report: RS21977, “Agricultural Credit: Institutions and Issues”, Congressional Research Service, April 12,
2011, http://www.crs.gov/Products/RS/PDF/RS21977.pdf.

228 Department of Agriculture website, Farm Service Agency, Direct Loan Program, March 3, 2011;
http://www.fsa.usda.gov/Internet/FSA_File/flp_direct farm_loans.pdf, accessed July 15, 2011.

229 GAO-06-912R, “Farm Loan Programs: GAO Reports on USDA Lending Practices, Government Accountability
Office,” June 28, 2006, http://www.gao.gov/new.items/d06912r.pdf.

%0 Department of Agriculture website, Economic Research Service, Briefing Room, Farm Income and Costs: Assets,
Debt, and Equity Forecast to Increase in 2011,” http://www.ers.usda.gov/Briefing/Farmincome/Wealth.htm, accessed
July 15, 2011.

21 GA0-06-912R, “Farm Loan Programs: GAO Reports on USDA Lending Practices,” Government Accountability
Office, June 28, 200, http://www.gao.gov/new.items/d06912r.pdf.

232 Not applicable for guaranteed farm ownership loans
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farmland to promote soil and water conservation, or to refinance debt) and Operating purposes (to
purchase livestock, farm equipment, feed, seed, fuel, farm chemicals, insurance, and other operating
expenses, minor building improvements, costs associated with land and water development, family
living expenses, and refinance debt). Like the Direct Loan Program, a percentage of Guaranteed
Loan funds are targeted to beginning farmers and ranchers and minority applicants.

Reduce USDA Conservation Programs by 60 percent to consolidate programs to save $48
billion over ten years

Our nation’s natural resources and available farm land are scarce resources and treasures to those
who live on or near them, farm them, or otherwise enjoy them. It is critical many of these plots be
protected from misuse, neglect, and overdevelopment. Fortunately, these goals most often are
shared by landowners themselves or other interested stakeholders. However, any initiative that
simply pays farmers to take actions they would take anyway should be viewed with extreme
caution.

What these programs did not take into consideration is that it is often in the best interest of the
farmers and landowners to take many of the same measures that conservation programs seek to
encourage on their own initiative. For any shortcomings, often state conservation initiatives are
best positioned to address.

Furthermore, the existing network of conservation programs show significant overlap and
inefficiencies. According to the non-partisan Congressional Research Service, there are more than
20 federal conservation programs in existence today with very little to distinguish them from one
another. The number, scope, and overall funding of these programs has expanded in recent years as
well. This growth can cause some confusion over which problems and conditions each program
addresses, and specific program characteristics and performance.?*®

Before the number of conservation programs expanded, early initiatives targeted soil erosion and
irrigation, essentially helping farmers achieve their production goals. In the 1980s, however,
conservation initiatives began to grow out of concern for the environmental impact of farming itself.
For example, NRCS recently funded nine greenhouse gas projects in 24 states at $7.4 million.?**
The current structure of USDA conservation programs does not ensure for the optimal use of
taxpayer dollars. Administering multiple programs to achieve similar policy goals lacks the
efficiency that can be achieved by producers taking the intended measures on their own. According
to a USDA study, standard economic policy theory would say that an optimal strategy for
conservation initiatives would address each policy goal through a separate policy instrument only
when implementation and administrative costs for programs are negligible. In the case of
conservation programs, USDA acknowledges these costs are high and can reach up to 50 percent of
total program funds.

28 CRS Report: R40763, “Agricultural Conservation: A Guide to Programs,” Congressional Research Service, June 7,
2011, http://www.crs.gov/pages/Reports.aspx?PRODCODE=R40763&Source=search.

34 Department of Agriculture website, Natural Resources Conservation Service, “USDA Funds Projects to Reduce
Greenhouse Gas Emissions in 24 States”, June 8, 2011,
http://www.nrcs.usda.gov/news/releases/2011/cig_ghg_6.8.11.html, accessed July 15, 2011.

2% Report: ERR-19, “Balancing the Multiple Objectives of Conservation Programs,” Department of Agriculture,
Economic Research Service, May 2006, pages 1-4, 31, http://www.ers.usda.gov/publications/err19/err19.pdf, accessed
June 29, 2011.
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Increased administrative and implementation costs can significantly impact the efficiency and cost
of programs with additional contracts to be processed and conflicting environmental goals of
separate programs. For example, if a recipient of one program agrees to install vegetation cover on
a plot of land near a river or stream to guard against erosion, protect wildlife, or enhance aesthetics,
he or she could be turned away by each of the separately administered programs, because vegetation
cover does not provide enough benefits in any single category despite the measure providing more
benefits in total than another measure that may qualify for one program.?*

In addition, USDA conservation programs are inconsistent with other existing federal policies. For
example, USDA subsidizes the planting of crops, primarily through direct payments, marketing
loans, and federal biofuels policies such as the Renewable Fuels Standards. At the same time, the
U.S. Environmental Protection Agency (EPA) is encouraging the removal over 30 million acres of
farm land from crop production. The federal prompting of farmers to shift away from balanced
crop rotations and towards federally-directed crop cultivation while USDA programs encourage
farmers to suspend farming altogether are inconsistent. EPA’s recent decision to increase the federal
blend wall, the maximum amount of ethanol allowed to be blended in the nation’s fuel supply,
could compound the conflict of conservation policies. In addition to concerns with food supply,
policies that will result in additional acres of farm land for corn planting will (artificially) expand
markets for ethanol production and run counter to the Administration’s goals for conservation.

These types of conservation initiatives are best addressed by state and local governments and
producers themselves. Moreover, structural flaws limit the overall efficient use of taxpayer dollars
and effectiveness in achieving program goals. Many of the programs themselves have considerable
overlap in goals and in practice. This proposal reduces conservation funding by 75 percent to phase
out existing programs while honoring ongoing contracts. Any contract holders wishing to opt out of
a program should have their land released without penalty.

The following provides descriptions of the various federal conservation programs:

Working Land Programs pay farmers to implement initiatives while keeping land in production.

Three key programs focus on keeping farmland in production. Each of the programs has nearly
identical goals and services. Each seek to financially reward “bad actor” producers who USDA
would prefer implement better conservation measures on their lands. Each has the same eligibility
limits and application requirement. The main differences are that Agriculture Management
Assistance program (AMA\) is limited to 13 states, and Wildlife Habitat Incentive Program (WHIP)
has a focus on wildlife (despite the others also including wildlife as part of their eligible practices to

qualify.

Both EQIP and WHIP have paid a few individuals who exceeded the $1 million adjusted gross
income limitation for benefits. EQIP paid three individuals a total of over $385,000, and WHIP one
individual in both FY 2009 and FY 2010 $100,000 and $187,540 respectively.?’

2% Report: ERR-19, “Balancing the Multiple Objectives of Conservation Programs,” Department of Agriculture,
Economic Research Service, May 2006, pages 1-4, 31, http://www.ers.usda.gov/publications/err19/err19.pdf, accessed
June 29, 2011.

27 |_etter to Senator Tom Coburn, U.S. Department of Agriculture, February 18, 2011.
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The Environmental Quality Incentives Program (EQIP)

This program provides financial and technical assistance to producers and landowners to plan and
install structural, vegetative, and land management practices to address resource concerns. EQIP is
the largest ‘working lands’ program with 60 percent of the funding going towards livestock
producers. It received $1.238 billion in FY2011.

Conservation Innovation Grants

This is a subprogram of EQIP that was reauthorized in 2008 farm bill to award competitive grants to
state and local agencies, non-governmental organizations, tribes, and individuals who implement
innovative conservation techniques and practices. Approximately $25 million was available for this
program in FY 2011.

Eligible practices include pollution reduction, precision agriculture, and establishing a tribal
partnership for regional habitat conservation. The 2008 farm bill expanded eligibility for grants to
include targeting air quality concerns, such as greenhouse gas emission. Precision agriculture can
be done through GPS systems that are implemented by farmers irrespective of this program. It
allows them to minimize their input costs and maximize their time.

Agricultural Water Enhancement Program

This is a subprogram of EQIP created by 2008 farm bill that provides financial and technical
assistance for water and quality and quantity purposes. Congress provided $74 million in FY 2011
and $60 million in FY 2012 and annually thereafter.

The Wildlife Habitat Incentive Program

This program provides technical and financial assistance to develop upland wildlife, wetland
wildlife, threatened and endangered species, fish and other types of wildlife habitat. Participants
receive 75 percent of the cost of implementing a multi-year contract of conservation measures. It
received $85 million in FY 2011.

The U.S. Fish and Wildlife’s Invasive Species component operates Habitat Restoration

Prog rams®*®to protect, restore, and maintain the health of the Nation’s valuable fish and wildlife
resources through technical assistance, financial assistance, and education.?®® FWS’ Habitat and
Resource Conservation program provides conservation planning, ecological technical assistance for
various species, including those that are declining or threatened. FWS received $16 million in FY
2010 for wildlife habitat and management. The Fisheries Program was provided $148.345
million.*> These two programs could be consolidated into the Fish and Wildlife initiative to
operate more efficiently with reduced funding levels.

2% Fish and Wildlife Service website, Invasive Species, Habitat Restoration Programs, January 13, 2009,
http://www.fws.gov/invasives/habitat-restoration.html, accessed July 15, 2011.

2% Fish and Wildlife Service website, Fisheries and Habitat Conservation, Fisheries Program History, April 26, 2010,
http://www.fws.gov/fisheries/fisheries.html, accessed July 15, 2011.

#9 Conference Report: Report 111-316, Page 83, “Department of the Interior, Environment, and Related Agencies
Appropriations Act, 2010,” http://frwebgate.access.gpo.gov/cgi-
bin/getdoc.cgi?dbname=111_cong_reports&docid=f:hr316.111.pdf.
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The Agricultural Management Assistance Program

This program provides cost-sharing assistance with contracts (1-10 years) to producers in 16 states
where participation in crop insurance has been historically low.?*" Funding is often used for water
management and irrigation, tree planting, soil erosion, pest management, organic farming, develop
value-added processing, and enter into futures contracts to reduce risk. Congress provided $15
million annually for FY2008-FY2012 and $10 million annually thereafter.

Conservation Stewardship Program (formerly the Conservation Security Program)

The Conservation Security Program was terminated in the 2008 farm bill (existing contracts are
honored totaling $203.4 million FY2011 and $197.1 million in FY 2012) and replaced with the
Conservation Stewardship Program, which received $649 million in FY 2011 (authorization
reduced by $39 million). Its FY 2012 request is $787 million.?*?

Both programs generally serve the same purpose by providing financial and technical assistance to
improve soil, water, air, energy, plant and animal life, and other conservation purposes on tribal and
private lands.

Before the 2008 farm bill replaced the Conservation Security Program, it operated under a 3-tier
approach, which identified “good actor” producers on three levels according to the extent a
producer had already implemented good conservation techniques on their lands. Payments would
then be made to maintain their existing practices and to incentivize producers to move into the next
tier by implementing better conservation measures.

Payments to landowners are based on the costs of installing conservation measures, foregone
income, and the value of the expected environmental outcomes. Whereas both CSP programs target
“good actor” producers who already implement good conservation practices, Conservation
Stewardship minimizes the component of the program that seeks to maintain good practices and
maximizes incentives to beyond them with improvements upon the good practices, such as farm
nutrient management plan, no-till practices, reducing pesticides, energy reductions procedures, etc.

While Conservation Stewardship Program made progress by minimizing payments to farmers for
what they are already doing, this program is unnecessary, because the payments it makes to
incentivize producers to implement further conservation measures are likely already attainable by
the producers themselves without payments. Moreover, the Conservation Security Program is still
operating despite its replacement.

Land Retirement and Easement Programs pay farmers to temporarily make changes to land use or
management for environmental purposes. Alternatively, the easements component of these
programs imposes a permanent land use restriction.

The purpose of land retirement conservation programs, beginning in the 1980s, was to reduce
agricultural production at a time of low commaodity prices. These programs were set to up to
increase prices for producers and not unlike the origins of USDA’s school meal programs when the

41 814 contracts were implemented at the end of FY 2010 to eligible states: CT, DE, HI, MD, MA, ME, MV, NH, NJ,
NY, PA, RI, UT, VT, WV, and WY.

242 These are estimates though as the program is funded according to acres rather than dollar amount. There is an
average expectancy of $18/acre.
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federal government purchased excess supplies of commaodities for the primary purpose of
controlling prices during the Great Depression. It distributed them to those in need as a secondary
goal.

With many commodity and livestock prices (wheat, corn, sorghum, soybeans, cotton, milk, cattle,
and hogs) and net farm income reaching record highs, these land retirement programs have outlived
their original purpose.?*® In fact, many producers are calling for a way to break their CRP contracts,
so they can get back to producing while prices are elevated.**

Conservation Reserve Program (CRP)

This program pays farmers with annual rental payments normally over ten-year contract periods to
retire land or replace crops on erodible and environmentally sensitive land with long-term resource
conserving plantings to improve/conserve soil, water, air, wildlife, and for carbon sequestration.
The maximum amount of enrollable acres is 32 million acres. There are currently 749,013 active
contracts on 415,953 farms. It received $1.911 billion in FY 2010, $2 billion in FY 2011.

CRP puts land retirement in competition with commodity prices. According to a USDA study, “If
high prices become the norm, landowner interest in CRP may wane as they weigh the expected
returns to farming against the CRP payment... This could lead to fewer acres being offered to the
program, with a commensurate drop in ecosystem services.”?* The study found that maintaining
interest in the program would most likely require USDA to increase payments to farmers.

A 2004 study revealed that by taking land out of production, CRP may be associated with negative
economic impacts as demand for supplies from farmers decline. Farm suppliers and related
businesses that depend on farmers and ranchers to buy inputs have experienced temporary net job
losses from the disruption in purchasing patterns of farmers.?*®

This program has also been attributed to keeping financially vulnerable farmers in business when
they otherwise would not operate a sustainable operation. While it is questionable to pay farmers
not to farm, a more suspect use is to use CRP as a source of revenue for uneconomical farming
operations.

Conservation Reserve Enhancement Program (CREP)
This subprogram partners with states that contribute 20 percent of the cost of a project in order to
achieve a higher investment and wider participation.

43« A gricultural Policy and the Next Farm Bill,” Congressional Research Service, May 11, 2011. ISSN: 1554-9089,
“World Agricultural Supply and Demand Estimates,” Department of Agriculture, June 9, 2011,
http://www.usda.gov/oce/commodity/wasde/latest.pdf. CRS Report: R40152, “U.S. Farm Income,” Congressional
Research Service, February 16, 2011, http://www.crs.gov/pages/Reports.aspx?PRODCODE=R40152&Source=search.
#“Electronic mail release, Ron Hays Oklahoma Farm News Update, “Oklahoma Groups a Part of the Campaigning for
Easy Out for CRP,” May 12, 2011. National Grain and Feed Association website, “NGFA, 71 Other Groups Urge
Congress to Reform CRP During Consideration of 2012 Farm Bill,” May 5, 2011,
http://www.ngfa.org/full_story.cfm?id=3134, accessed July 15, 2011.

#®Report: ERR-110, “The Influence of Rising Commodity Prices on the Conservation Reserve Program,” Department
of Agriculture website, Economic Research Service, February 2011,
http://www.ers.usda.gov/Publications/ERR110/ERR110_ReportSummary.pdf.

246 «The Conservation Reserve Program: Economic Implications for Rural America/AER-834,” Department of
Agriculture, Economic Research Service, http://www.ers.usda.gov/Publications/aer834/aer834b.pdf.
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Farmable Wetlands Program
This subprogram enrolls up to 1 million acres of small and isolated wetlands.

The Wetlands Reserve Program

This program provides financial and technical assistance to purchase easements and enter into
restoration agreements to protect and restore wetlands. The 2008 farm bill expanded its parameters
to include croplands, grasslands, and certain wildlife habitats. The program was funded $425
million in FY 2010.

In 2009, two individuals with adjusted gross incomes over $1 million received a total of over $10
million in program benefits each. In 2010, USDA paid eight individuals a total of over $74 million.
Each of the payment recipients had adjusted gross income that exceeded $1 million.?*’

The Farmland Protection Program

This program provides funding to state, local, and tribal governments and non-governmental
organizations to help purchase conservation easements in order to limit the conversion of farmland
to non-agricultural uses. The 2008 farm bill amended the program from protecting topsoil to
protecting the land’s agricultural uses more generally. It received $175 million in FY 2011.

For FY 2009 and FY 2010, the program placed an income limitation for program benefits of $1
million unless the Secretary of Agriculture granted a special waiver. In FY 2009, USDA paid an
individual whose adjusted gross income exceeded $1 million a total of $630,000 in benefits.?*?

Grassland Reserve Program

This program provides long-term rental agreements and easements to assist landowners and
producers restore and protect grasslands while maintaining them to where they can still function as
grazing lands using common management practices. It was funded at $120 million in FY 2011.

In FY 2010 one individual still received a total of over $2.79 million in benefits despite exceeding
$1 million of adjusted gross income.

Healthy Forest Reserve Program

This program assists landowners in restoring and enhancing forest ecosystems with long term
agreements and permanent easements. It received $9.75 million during the period between FY
2009 - FY 2012.

Voluntary Public Access and Incentives Program

This program pays farmers and ranchers to make their land available for recreational activities, such
as for wildlife (hunting, fishing, bird watching, etc.). It provides grants to state and tribal
governments to expand or create new programs.>*® It was funded at $50 million from FY 2009-
2012--$50 million.

247 |_etter to Senator Tom Coburn, Department of Agriculture, February 18, 2011.
8 U.S. Department of Agriculture, letter to Senator Tom Coburn, February 18, 2011.
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The policy goals of this program are inherently functions of markets. Landowners are already
financially incentivized to make land available to recreationalists for a variety of purposes. The
program does not address a market failure and is not a priority in this economic climate.

Maintain Watershed programs ($70 million FY 2010 enacted)

USDA’s watershed programs partner with local sponsors to carry out initiatives relating to soil
conservation, flood prevention, conservation, development, utilization and disposal of water,
watershed surveys, and dam and flood structure rehabilitation.

Watershed programs are inherently different from conservation programs, providing flood
protection and dam rehabilitation for deteriorating water and flood control infrastructure that cause
dangerous threats to surrounding communities.

Reduce funding for Rural Development ($3.43 billion FY 2010 enacted) by $2.43 billion for a
10-year savings $26.9 billion

While serving legitimate purposes, Rural Development programs predominately duplicate existing
programs of nearly every other agency in the federal government. The Rural Development program
administers 40 housing, business, community infrastructure and facilities programs, as well as
energy, healthcare, and telecom programs, many of which are duplicative of initiatives of other
agencies, yet under the guise of exclusively serving “rural” residents. Rural populations are
generally not excluded from programs with the same purpose that serve the general population.
According to the Congressional Research Service, “More than 88 programs administered by 16
different federal agencies target rural economic development.”?®°

Many of these duplicative programs do not even serve the population that they are advertised as
serving. In 2008, an investigation into Rural Development loan operations revealed:

More than three decades after the loan program was created, USDA officials still
don't know whether it works. Funds have gone to firms that have hired foreign
workers instead of Americans. Millions more have gone to failing and bankrupt
businesses. Most of the jobs are not new. Many are low-tech and low-wage®>*

The report goes on to detail how the agency has lost nearly $1.5 billion since its inception while
guaranteeing $14 billion in loans to private banks. Other loans have gone towards a country club in
Montana, a movie theater in North Carolina, a water park in South Carolina, a beach resort in New
Jersey, a car wash in Delaware, and forty-seven snowmobile clubs. Over 1 in 5 loans from the
Business and Industry Guaranteed Loan program result in a loss.?*?

Other questionable expenditures from these Rural Developmement Programs:

20 Congressional Research Service, Tadlock Cowan, RL31837, An Overview of USDA Rural Development Programs,
April 29, 2011; http://www.crs.gov/Products/RL/PDF/RL31837.pdf

21 Washington Post, Gilbert M. Gaul, “The USDA’s Losing Effort,” December 5, 2007,
http://www.washingtonpost.com/wp-dyn/content/story/2007/12/04/ST2007120402047.html?hpid=topnews

252 \Washington Post, Gilbert M. Gaul, “The USDA’s Losing Effort,” December 5, 2007;
http://www.washingtonpost.com/wp-dyn/content/story/2007/12/04/ST2007120402047.html?hpid=topnews
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e $54 million loan to the Mohegan Indian tribe for its Mohegan Sun casino, which is one of
the highest grossing casinos in the country, earning more than $1.3 billion in 2009. The loan
was intended to help communities with less than 20,000 people.?*

e $1.6 million in loans to Aztec Environmental Inc., an asbestos-removal company in Florida,
that created hundreds of jobs in Guatemala and eventually went out of business.*>

e RD’s Business & Industry Guaranteed Loans helped revive the Potosi Brewery in Wisconsin
that was previously dormant for over 30 years by providing $3.3 million (after being
increased due to cost overruns). The plan is for those brews to pay off the loans. **°

e $2.5 million low-interest loan to the Birthplace of Country Music Association for the
construction of its “Smithsonian style” Cultural Heritage Center in downtown Bristol?*®%*’

e By allowing homebuyers to borrow up to 102 percent of the value of home to prevent
making a down payment, it duplicates other HUD home loan initiatives.**®

e Duplicates other arms of USDA by providing loans for ethanol plants**® and funded the
failed Green County Biodiesel Inc., biorefinery in Chelsea, Oklahoma.?®® Dallas Tonsager,
Undersecretary for Rural Development, stated his agency is having trouble finding lenders
willing to make loans even with government guarantees from his programs. 2%*

e A Tennessee county spent $10,000 in federal rural development grant to update its tourism
web site?®?

e $12,500 went to Milk and Honey Soap LLC for marketing of its soaps and lotions made
from goat milk and beeswax online?®®

e $15,617 for Red Caboose Winery in Texas that produces 10,000 cases of wine annually

e The Community Facility Grant Program was created in 1996 to be used in conjunction with
the loan program to develop community centers, hospitals, and fire stations. For example, it

264

%53 ABC News, Coulter King and Marianne de Padua, “Mohegan Sun Casino Owners Received $54 Million In Stimulus
Money, June 17, 2010; http://abcnews.go.com/Blotter/mohegan-sun-casino-owners-received-54-million-
stimulus/story?id=10889408

254Washington Post, Gilbert M. Gaul, “The USDA’s Losing Effort,” December 5, 2007;
http://www.washingtonpost.com/wp-dyn/content/story/2007/12/04/ST2007120402047.html?hpid=topnews

#5U.S. Department of Agriculture, Rural Development, Kevin Tuttle, “Brewery returns with help from Rural
Development; http://www.rurdev.usda.gov/rd/stories/2009/WI-Potosi.pdf

256 «¢7 5 Million in Federal Funds Advances Birthplace of Country Music Cultural Heritage Center,” Believe in Bristol
website, Downtown Bristol Blog, January 15, 2010, http://believeinbristol.org/blog.php?id=15, accessed July 15, 2011.
57 Mclean, Mac, “BCMA receives $2.5 million loan for cultural heritage center,” TriCities.com, January 16, 2010,
http://wwwz2.tricities.com/news/2010/jan/16/bcma_receives 25_million_loan_for_cultural_herita-ar-238384/, accessed
July 14, 2011.

28 American Chronicle, “Fact Sheet: News on the Recovery Act,” January 17, 2010,
http://www.americanchronicle.com/articles/view/137142, accessed July 14, 2011.

2%« A griculture Secretary Vilsack Announces Recovery Act Support to Help Rural Businesses Create Jobs,” Department
of Agriculture, Funding Announcement, May 7, 2010.

%0 «Green Country Biodiesel finishes expansion,” Biodiesel Magazine website, May 1, 2006,
http://www.biodieselmagazine.com/articles/875/green-country-biodiesel-finishes-expansion., accessed July 15, 2011.
“USDA funding renewable energy programs,” Delta Farm Press, March 14, 2011,
http://deltafarmpress.com/government/usda-funding-renewable-energy-programs, accessed July 14, 2011.

! Hagstron, Jerry, “Going to Waste?” Congress Dailey A.M. Edition, June 30, 2010.

%2 Nelson, Gary, “County accepts grant money for tourism Web site,” Crossville Chronicle, February 25, 2010,
http://www.crossville-chronicle.com/local/local_story 054154247.html, accessed July 14, 2011.

263 «“Milk and Honey Soap lands federal grant,” New Mexico Business Weekly website, July 27, 2010,
http://albuguerque.bizjournals.com/albuquerque/stories/2010/07/26/daily21.html, accessed July 14, 2011.

264 «A Texas Winery Saves Energy and Money Thanks to USDA Grant,” Department of Agriculture website, USDA
Blog, January 11, 2011, http://blogs.usda.gov/2011/01/11/a-texas-winery-saves-energy-and-money-thanks-to-usda-
grant/, accessed July 14, 2011.
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funded the Keweenaw National Historic Park-Village of Calumet Theater Building
(Michigan) and the Greening of the Upper Peninsula Children’s Museum (Michigan)

e The Monterey County Vintners and Growers Association received $276,084 grant from
Rural Development to promote a cooperative of local wines across the country. The money
was intended to go towards in-store displays and advertising material on paper around the
neck of the wine bottles.?*®

e Additionally, grants in the amounts of $98,500 and $199,000 went towards promoting wine
tours and developing a signature series of wines respectively.?®’

265

President Obama’s Administration recommended the termination of several Rural Development
programs, including: Health Care Services Grant Program, High Energy Cost Grants, Multifamily
Housing Revitalization Demonstration Program, Public Broadcasting Grants, and Community
Facilities Grants

This proposal prioritizes Rural Development initiatives by ensuring funds are only allocated to
communities with the greatest need and fewest local resources.

Rural Development—Energy
Rural Development energy initiatives are expected to cost $1.5 billion over ten years.

These activities focus on Bioenergy programs and grants for procurement to support biorefineries,
assisting farmers and rural small businesses in purchasing renewable energy systems, and user
education programs. The Department of Energy Biomass Program primarily conducts research
and development of biofuels, including generation and conversion technologies. These types of
projects also receive a significant amount of tax dollars for grant programs that invest in
biorefineries and bioenergy projects.”®®  Moreover, the Stimulus provided a total of $800 million
for bioenergy projects, including $480 million for the Solicitation for Integrated Pilot and
Demonstration-Scale Biorefineries, and $176 million for Commercial-Scale Biorefinery Projects

USDA administers at least seven other bioenergy promotion programs:

The Biomass Crop Assistance Program?® — operated by the Commodity Credit Corporation —
provides grants and loan guarantees to commercial scale biorefineries that produce advanced
biofuels, such as cellulosic ethanol from wood chips. Its costs are estimated at $429 million
through FY 2016.27°

%5 «Stabenow, Levin: Senate Approves More Than $45 Million in Critical Funding for Michigan,” Official website of

U.S. Senator Carl Levin, Newsroom, August 4, 2009, http://levin.senate.gov/newsroom/press/release/stabenow-levin-
senate-approves-more-than-45-million-in-critical-funding-for-michigan/?section=alltypes

%6 http://www.montereyherald.com/business/ci_15233641?nclick_check=1, accessed July 14, 2011.

27 “Business Briefs: Monterey County vintners get USDA grant,” Monterey County Herald, June 5, 2010,
http://www.montereyherald.com/business/ci_15233641?nclick_check=1, accessed June 2, 2011.

%8 Department of Energy website, Energy Efficiency & Renewable Energy, Biomass Program, Funding Opportunities,
March 15, 2011, http://www1.eere.energy.gov/biomass/financial _opportunities.html, accessed July 15, 2011.

%9 Hagy 111, William F., “Biofuels Commercialization: The Role in Fostering Investment” presentation, Department of
Agriculture, Rural Development,

http://www1.eere.energy.gov/biomass/pdfs/Biomass 2009 Commercialization_|_Hagy.pdf, accessed July 15, 2011.
2" FY 2010 Explanatory Notes, Department of Agriculture, Commodity Credit Corporation,
http://www.obpa.usda.gov/20ccc2010notes.pdf, accessed July 15, 2011.
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The Biorefinery Program for Advanced Fuels Program?’* - operated by the Farm Service
Agency (funded by its Commaodity Credit Corporation) — provides payments to producers to
increase production of ethanol and biodiesel. It received mandatory funding (in millions) of $55,
$55, $85, and $105 from FY 2009 to FY 2012. It received discretionary funding of $25 million for
each FY 2009 through FY 2012.

The Biobased Products and Bioenergy Program?®’ - operated by Rural Development — finances
technology necessary to convert biomass into biobased products and bioenergy.

The Biorefinery Repowering Assistance Program?’® provides payments to biorefineries to replace
fossil fuels used to produce heat or power in biorefineries with renewable biomass. It received $35
million in FY 2009 and authorized an additional $15 per year through 2012.

The New Era Rural Technology Competitive Grants Program for technology development,
applied research, and/or training to develop an agriculture-based renewable energy (bioenergy and
pulp and paper manufacturing) workforce to serve rural communities with total funding of
$850,000.%™

The Feedstock Flexibility Program — operated by the Farm Service agency (funded through the
Commodity Credit Corporation) — for Bioenergy Producers that encourages the domestic production
of biofuels from surplus sugar in the market. *However, USDA announced it will not operate this
program in Fiscal Year 2010, because there is not expected to be a surplus of sugar.

The Rural Energy for America Program?” - operated by Rural Development — provides grants
and loan guarantees to agriculture producers and rural small businesses for the purchase of
renewable energy systems, energy audits, and making energy efficiency improvements. It received
mandatory funding (in millions) of $55, $60, $70, and $70 from FY 2009 through FY 2012. It
received discretionary spending of $25 million for each FY 2009 through FY 2012. This financial
assistance for improvements also includes wind, solar, biomass and geothermal projects.

™t Hagy 111, William F., “Biofuels Commercialization: The Role in Fostering Investment” presentation, Department of
Agriculture, Rural Development,

http://www1.eere.energy.gov/biomass/pdfs/Biomass_2009 Commercialization | _Hagy.pdf, accessed July 15, 2011.
22 Department of Agriculture website, Rural Development, Business and Cooperative Programs, Biobased Products and
Bioenergy Program, http://www.rurdev.usda.gov/rbs/biomass/biomass.htm, accessed July 15, 2011.

2% Hagy 111, William F., “Biofuels Commercialization: The Role in Fostering Investment” presentation, Department of
Agriculture, Rural Development,

http://www1.eere.energy.gov/biomass/pdfs/Biomass 2009 Commercialization_|I_Hagy.pdf, accessed July 15, 2011.
2" Rural Assistance Center website, Funding, New Era Rural Technology Competitive Grants Program, March 15,
2011, http://www.raconline.org/funding/funding_details.php?funding_id=2269, accessed July 15, 2011.

?"® Hagy 111, William F., “Biofuels Commercialization: The Role in Fostering Investment” presentation, Department of
Agriculture, Rural Development,

http://www1.eere.energy.gov/biomass/pdfs/Biomass_2009 Commercialization | _Hagy.pdf, accessed July 15, 2011.
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Foreign Agricultural Service

Eliminate four export marketing programs under the Foreign Agricultural Service’s prevent
duplication and promotion of corporate welfare.

These programs cost taxpayers over $250 million annually. Ending these programs could save $2.8
billion over ten years and allow scarce foreign aid dollars to serve those suffering from hunger and
malnutrition.

There are several federal programs that assist exporters in providing opportunities in international
markets (listed below). The most prominent is the Market Access Program (MAP). MAP was
established by Section 203 of the Agricultural Trade Act of 1978,%° and it allocates $200 million
annually to subsidize advertising, market research, and travel around the globe for various trade
groups, cooperatives, corporations, and their members or employees.

Many, if not all of these subsidies goes towards activities and obligations that rightly belong to
private companies and their trade associations. MAP’s penetration into private market functions in
particular has gone so deep, one beneficiary noted: “It’s like an extension of the business now.”%"’

The beneficiaries of MAP are some of the most profitable in the country. For example, the
California wine industry received over $7 million from MAP while having US sales of nearly $18
billion in 2009.

Another example is the Cotton Council International (on behalf of the American cotton industry)
that received over $20 million from MAP and $4.7 million from the Foreign Market Development
Program (FMDP) in 2010 when USDA estimated cotton revenues of $5.3 billion and prices were on
their way to their highest since the civil war.?"®

Other examples include subsidizing wine tasting trips to Europe and Asia for California
winemakers, a demonstration and tasting tour in the UK for candy mints, liqguor mixology
demonstrations in Russia, and promotions for well known corporate brands like Sunkist, Welch’s
(Grape Juice), and Blue Diamond (Almonds).

While it is promoted as an annual merit based award, in reality MAP has become a permanent
subsidy to some of the nation’s most profitable agricultural sectors. In fact, 57 of the 76
associations or cooperatives awarded assistance between 2000 and 2010 received it in all of the
previous g%n years. In fact, many of the associations have been subsidized since the inception of the
program.

2% Department of Agriculture website, Foreign Agricultural Service, “Fact Sheet: Market Access Program,” December
2009, http://www.fas.usda.gov/info/factsheets/mapfact.asp, accessed January 26, 2011.

21 «Report to the Community Summer 2010,” Southern United States Trade Association,
http://www.susta.org/downloads/2009annualrpt.pdf, accessed July 15, 2011.

28 «Bloom Times,” The Economist, January 20 2011, http://www.economist.com/node/17965505, accessed June 29,
2011.

2% Congressional Research Service, compiled data tables, staff estimates, January 14, 2011
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Despite all of this, it is not clear that the program is having any substantial impact on American
agriculture’s total share of global exports. In fact, American agricultural exporters are actually
losing market share to their foreign competitors.”®°

FAS export programs include:

Foreign Market Development Program (FMDP)
The goals and objectives of the Market Access Program are considerably duplicated with the
FMDP.

The Administration recently noted the significant overlap among the FMDP and MAP. It observes
that “the program overlaps with other Department of Agriculture trade promotion programs,
including the Foreign Market Cooperator Program (as the FMDP was previously known), which
also provides funding for overseas marketing.”281

In fact, all but two of the 22 associations that received FMDP’s $34.5 million in 2010, also received
MAP assistance. All told, these 20 groups received more than $115 million in 2010 from the two
overlapping USDA programs.

Emerging Markets Program

The Emerging Markets Program is described as a “market access program that provides funding for
technical assistance activities intended to promote exports of U.S. agricultural commodities and
products to emerging markets in all geographic regions, consistent with U.S. foreign policy. The
program is authorized by the Food, Agriculture, Conservation, and Trade Act of 1990, as amended.
The EMP regulations appear at 7 CFR part 1486. Funding is set at $10 million each fiscal year from
the Commodity Credit Corporation from now through the end of the current Farm Bill.”?%

Like the FMDP, the Emerging Markets Program counts many of the same beneficiaries as MAP.
In fact more than 27 of the 2010 EM programs awards went to MAP recipients. For instance:

e In addition to the nearly $400,000 it received from MAP in 2010, the Brewers Association
receivec%sa; $65,000 boost from the EM program “for craft beer seminars in Brazil and
China.”

e The California Export Council, which obtained $859,622 from MAP in 2010, also received
$120,000 from the EM program for its China Moon Cake Project.?*

e The Organic Trade Association, which received $376,953 from MAP, earned more than
$165,000 from the EM program for Chinese and Indian “familiarization tours” of the
American organics industry.”®

%80 Data and Chart provided by Mike Donnelly, Congressional Research Service, February 8, 2011.

8! Terminations, Reductions, and Savings: Budget of the U.S. Government Fiscal Year 2011,” President Barack
Obama, http://www.whitehouse.gov/sites/default/files/omb/budget/fy2011/assets/trs.pdf.

%82 Department of Agriculture, Foreign Agricultural Service, “Fact Sheet: 2008 Emerging Markets Program,”
http://www.fas.usda.gov/info/factsheets/emofact.asp, accessed July 15, 2011.

8 Newsletter: August 2010,” Brewers Association, http:/www.brewersassociation.org/pages/business-tools/export-
development-program/Newsletter, accessed July 14, 2011.

284 «“FY 2010 Emerging Markets Program Allocation,” Foreign Agricultural Service website,
http://www.fas.usda.gov/info/fiscal2010/EMP.asp, accessed July 15, 2011.
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e The American Soybean Association, having received $5.75 million from MAP in 2010, also
obtained nearly $500,000 for various promotion activities from the EM program.”®®

e The Alaska Seafood Marketing Institute, with more than $4.6 million from MAP in 2010,
also received a $15,000 grant from the EM program to perform a market feasibility study for
the Brazilian market.?®’

Technical Assistance for Specialty Crops

This program provides $8 million annually for specialty crop association to overcome technical
barriers in other nations. MAP recipients represent the single largest group of TASC grant
recipients.?®®

Dairy Export Incentive Program

This program allows the “U.S. Department of Agriculture to pay cash to exporters as bonuses,
allowing them to sell certain U.S. dairy products at prices lower than the exporter's costs of
acquiring them.”?®® The US Dairy Export Council already receives $4.5 million annually via
MAP.

The Following Export Programs are maintained:

The Export Credit Guarantee Program
Supplier Credit Guarantee Program
The Facility Guarantee Program
Quality Samples Program

End Foreign Agricultural Service International Aid, Title I International Assistance ($210
million), and Reduce Title 11 Food for Peace Grants ($1.84 billion) by half to save $12.5 billion
over ten years.?*

The missions of the Foreign Agricultural Service (FAS) are to provide food aid and technical
assistance to foreign countries and improve foreign market access for U.S. products and create new
markets for them. FAS has the primary responsibility for USDA’s international activities—market
development, trade agreements and negotiations. FAS is also responsible for collection and
analysis of statistics and market information.

The discretionary international food assistance programs at FAS are administered through USAID,
the UN, and nongovernmental organizations, which creates an inherent conflict of interest in having

%5 «FY 2010 Emerging Markets Program Allocation,” Foreign Agricultural Service website,

http://www.fas.usda.gov/info/fiscal2010/EMP.asp, accessed July 15, 2011.

286 «“Fy 2010 Emerging Markets Program Allocation,” Foreign Agricultural Service website,
http://www.fas.usda.gov/info/fiscal2010/EMP.asp, accessed July 15, 2011.

87 «FY 2010 Emerging Markets Program Allocation,” Foreign Agricultural Service website,
http://www.fas.usda.gov/info/fiscal2010/EMP.asp, accessed July 15, 2011.

88 Foreign Agricultural Service website, “FY 2010 Technical Assistance for Specialty Crops Program Allocation,”
http://www.fas.usda.gov/info/fiscal2010/TASC.asp, accessed July 15, 2011.

%9 Foreign Agricultural Service website, “Dairy Export Incentive Program,”
http://www.fas.usda.gov/excredits/deip/deip-new.asp, accessed July 15, 2011.

2% Congressional Research Service, data compiled January 14, 2011

#1 Congressional Research Service, Melissa D. Ho and Charles E. Hanrahan, R41072, International Food Aid
Programs: Background and Issues, February 3, 2010, http://www.fas.org/sgp/crs/misc/R41072.pdf.
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FAS—uwith its primary mission of assisting U.S. farmers and exporters—to conduct foreign
agriculture development (not to address hunger).

International Food Aid

In 2010, the U.S. was the global leader in international food aid, providing nearly $2.3 billion to
address world hunger.?®® The role of USDA is primarily to serve as a conduit for private
international aid organizations.

USDA’s role has caused multiple inefficiencies that render taxpayer dollars less effective and
potentially undercutting the large sums of private donations that could be administered and
delivered more efficiently by non-profit organizations. The Global Harvest Initiative, a leading
global hunger and food insecurity organization, recently said that private investment will be most
important to address world hunger problems.?*®

U.S. non-governmental organizations (NGOs) are already leaders in international food aid. While
some organizations leverage substantial amounts of funding from the U.S. and the United Nations,
many have sufficient name recognition and global goodwill to raise the necessary funding without
federal assistance. Some organizations receive more than half of their funding from private
donations—nearly $800 million (74.9 percent) for World Vision, $300 million (57.62percent) for
Save the Children operates on over, and over $285 million (50.4 percent) for CARE.**

CARE is a leading humanitarian organization dedicated to alleviating global poverty and one of the
largest food suppliers internationally. In 2007, CARE rejected funding--$45 million annually from
the Food for Peace Title Il Grants—from the federal government, because, “...the way U.S. aid is
structured causes rather than reduces hunger in the countries where it is received.” Rather than
addressing hunger in a timely manner, this program structure undermines local farmers and
weakens food production in targeted areas.*®

The U.S. can no longer afford to provide services that fail to achieve the level of efficiency
taxpayers deserve. A primary concern is USDA’s longstanding practice of “monetizing” food aid.
This 50-step process includes procuring domestic commodities to ship and sell internationally
through contracts structured as grants with private aid organizations that then apply the earnings
from sales to food assistance and development projects elsewhere overseas.

In 2007, the U.S. Government Accountability Office (GAO) found this to be an inefficient use of
resources. In its 2011 report, GAO confirmed its earlier findings and determined that USDA is not
required to achieve reasonable levels of cost recovery on monetization transactions, meaning the

2%2GA0-11-636, “International Food Assistance, Funding Development Projects through the Purchase, Shipment, and
Sale of U.S. Commodities Is Inefficient and Can Cause Adverse Market Impacts,” Government Accountability Office,
June 2011, http://www.gao.gov/new.items/d11636.pdf.

?%Global Harvest Initiative website, Enhancing Private Sector Involvement in Agricultural and Rural Infrastructure
Development, http://globalharvestinitiative.org/policy/Private _Sector Rural_Development.htm. Miller, Josh, “Private
Sector Emerges as Key Partner in Food Aid,” Devex Business News, November 4, 2010,
http://www.devex.com/en/articles/private-sector-emerges-as-key-partner-in-food-aid, accessed July 15, 2011.

%% Congressional Research Service, Memorandum to Senator Tom Coburn, “Public and Private Revenues of Selected
U.S. Non-governmental Organizations,” June 30, 2011.

?%Ellen Massy, “Mutiny Shakes U.S. Food Aid Industry,” International Press News, August 23, 2007,
http://ipsnews.net/news.asp?idnews=39000, July 15, 2011.
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federal government spends more procuring domestic commaodities to sell overseas than it earns from
their sales to fund international development projects. The process of converting cash to
commodities and then back to cash again resulted in $219 million in costs that could otherwise have
been used for development.

Over one-third of the transactions failed to achieve import price parity that would have provided a
reasonable market price for U.S. commodities. Further, GAO found that the agency conducts
insufficient monitoring of sales prices, reporting techniques, and information management systems.
Finally, GAO found monetization could displace commercial trade and discourage local food
production, yet USDA does not conduct its own market analysis to determine whether its efforts are
disrupting markets, results of which have caused U.S. organizations to reject federal funding as
noted above.”*®

Finally, the Congressional Research Service recently revealed®” the federal government gave $1.4
billion in foreign aid to 16 countries to whom the U.S. owes $10 billion each. According to the
U.S. Treasury Department, the largest holder of U.S. debt is China, owning $1.1 trillion Treasury
bonds and having received $27.2 million in foreign aid in FY2010. Brazil held $193.5 billion in
Treasury securities and received $25 million in foreign aid, Russia had $127.8 billion and received
$71.5 million, and India held $39.8 billion and received $126.6 million from the U.S. *®

Borrowing money from countries who receive our aid is dangerous for both the donor and recipient.
If countries can afford to buy U.S. debt, they can afford to fund their own assistance programs.

Private entities, nonprofits, and non-governmental organizations need to raise sufficient funds and
distribute them more efficiently on their own. If we are to truly assist the world’s poor countries
with food security and development, we must first stabilize our nation’s fiscal downturn to ensure
delivery.

Under this proposal, these remaining programs would be consolidated into the Office of the United
States Trade Representative along with related export programs within the Department of
Commerce and the Small Business Administration as discussed in another section of this report.

2% GA0-07-560, “Foreign Assistance: Various Challenges Impede the Efficiency and Effectiveness of Foreign Aid,”
Government Accountability Office, April 2007, http://www.gao.gov/products/GAO-07-560. Veillette,Connie Center for
Global Development, “New GAO Report on U.S. Food Aid and Monetization: Reforms Needed,” June 24, 2011,
http://blogs.cgdev.org/mca-monitor/2011/06/new-gao-report-on-u-s-food-aid-and-monetization-reforms-needed.php,
accessed July 15, 2011. Bjerga, Alan, “U.S. International Food-Aid Spending Called Inefficient,” Bloomberg, June 23,
2011, http://www.bloomberg.com/news/2011-06-23/u-s-international-food-aid-spending-called-inefficient-1-.html,
accessed July 15, 2011.

%7 Congressional Research Service, Marian Leonardo Lawson, Memorandum to the Honorable Tom Coburn, FY 2010
U.S. Foreign Assistance to Major Holders of U.S. Treasury Securities, May 13, 2011,
http://coburn.senate.gov/public/index.cfm/2011/6/report-finds-u-s-foreign-aid. FOX News, U.S. Offers Foreign Aid to
Countries Holding Billions in Treasury Securities, June 3, 2011, http://www.foxnews.com/politics/2011/06/02/us-
offers-foreign-aid-to-countries-holding-billions-in-treasury-securities/

2% Congressional Research Service, Marian Leonardo Lawson, Memorandum to the Honorable Tom Coburn, FY 2010
U.S. Foreign Assistance to Major Holders of U.S. Treasury Securities, May 13, 2011,
http://coburn.senate.gov/public/index.cfm/2011/6/report-finds-u-s-foreign-aid. FOX News, U.S. Offers Foreign Aid to
Countries Holding Billions in Treasury Securities, June 3, 2011, http://www.foxnews.com/politics/2011/06/02/us-
offers-foreign-aid-to-countries-holding-billions-in-treasury-securities/
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Eliminate FAS international training and education programs within the McGovern-Dole
International Food for Education ($210 million in FY 2010)

This fund was created in the 2002 farm bill. Today it supports projects in 36 countries with
commodity, transportation, and implementation costs for organizations to implement 10-15 projects
using donations of around 90,000 metric tons of U.S. farm commodities.?*°

In addition to providing actual food assistance through in-school meals and take-home rations, this
program supports teacher training, nutrition education, and fostering parental involvement all in
other countries.

GAO found USDA does not conduct sufficient performance monitoring over this fund itself nor
hold its partnering organizations to its measurement standards, ultimately compromising some of
the core missions of the programs. The GAO audit also found USDA has failed to closeout grants
in timely manner, resulting in at least $850,000 in unused or misused funds. Thirty-six percent of
grants are eligible to be closed but remained open.>®

Reduce the Food for Peace Title 11 Grants by half from $1.84 billion in FY 2010 enacted to
$920 million.

In 2009, GAO reviewed USAID’s plans and actions to improve its evaluation, monitoring, and
implementation of nonemergency food assistance programs. It found USDA provides weak
performance monitoring of the fund’s implementation and failed to evaluate performance on
completed projects.

Many of the foreign activities that FAS describes in its mission statement are activities that USAID
hires them to do. USAID’s Food for Peace office co-manages food aid programs with FAS. This
includes monitoring and analysis of international climate change policies, legislation, and
activities®™*

There is also a concern that federal funds are being wasted on administering international hunger
initiatives. There is a need, not only to reduce duplication, but also to establish sound reporting
requirements that will allow Congress to properly monitor and assess the effectiveness of funds
appropriated for global hunger initiatives. To do this, there must be new transparency measures that
guarantee transparency, measurement, and performance provisions for each international hunger
initiative.

Suggested provisions include the following: 1) the name of the entity receiving federal funding; 2)
the amount of federal funds an entity receives annually under each of the programs; 3) a description
of the purpose of each funding action; 4) whether or not the goals and purposes of the programs and

2% Department of Agriculture website, Foreign Agricultural Service, “Fact Sheet: McGovern-Dole International Food
for Education and Child Nutrition Program,” March 2011,
http://www.fas.usda.gov/excredits/FoodAid/FFE/mcdfactsheet.asp, accessed July 14, 2011.

%0 GAO-11-544, International School Feeding, USDA’s “Oversight of the McGovern-Dole Food for Education
Program Needs Improvement,” Government Accountability Office, May 2011,
http://www.gao.gov/new.items/d11544.pdf.

%01 Department of Agriculture website, USDA Blog, Category: Climate Change, http://blogs.usda.gov/category/climate-
change/, accessed July 14, 2011.
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initiatives are being expressly met; 5) how the goals and purposes of the programs and initiatives
are being expressly met; 6) what measurement is being applied to the programs and initiatives to
determine if the goals are being met; 7) the number of paid individuals employed through the
program; 8) the number of individuals or families receiving benefits through the programs; and 9)
the total percentage of federal funds spent on food.

Adricultural Research

Reduce funding for USDA’s National Institute of Food and Agriculture ($1.486 billion FY
2010 enacted) by 20 percent to save $3.2 billion over ten years.*

Agricultural research is both critical and costly and will facilitate developments in food science and
biofuels for future generations. USDA has played a worthwhile role in facilitating research among
federal, state, and university research initiatives.

While some USDA agricultural research entities have promoted valuable scientific discovery, NIFA
is often dominated by special interests and a vehicle of earmark—driven projects. Created in 20009,
National Institute of Food and Agriculture (NIFA) is a newer version of USDA’s previous
Cooperative State Research, Education, and Extension Service (CSREES), a primary vehicle for
earmark-driven grants. While NIFA’s competitiveness has increased over that of CSREES, it has
both strayed significantly from USDA’s core expertise and taken on initiatives that other areas or
agencies are already involved in. The general purview of NIFA is duplicative in three of the five
areas covered by other federal agencies — climate change, energy, and obesity.*>® The remaining
two — hunger and food safety — are also shared with other agencies. For example, it operates the
Institute of Bioenergy, Climate, and Environment, Institute of Food Safety, and Institute of Youth,
Family, and Community.*%*

USDA already operates three in-house research arms — the Agricultural Research Service, the
Economic Research Service, and the National Agricultural Statistics Service. Other federal
agencies are also conducting and incentivizing research on a range of agricultural issues. The
National Science Foundation recently announced a new initiative in collaboration with the Bill and
Melinda Gates Foundation and international partners, entitled Basic Research to Enable
Agricultural Development (BREAD). This initiative will primarily support research in plant
genomics.*® The Center for Disease Control’s NIOSH program operates an Agriculture, Forestry,
and Fishing program that conducts research and is funded at over $22 million for FY 2011°% There
are currently five non-university, non-profit organizations conducting significant levels of
agricultural research and at least 34 private foundations whose activities could primarily be
agricglogural research. The total assets of these organizations reached approximately $1.3 billion in
2010.

%02 Hangstrom, Jerry, “New USDSA Research Agency Already Wants More Money,” National Journal Daily, February
9, 2011, http://www.nationaljournal.com/congressdaily/cda_20091009 8900.php, accessed July 15, 2011.

%% Hagstrom, Jerry, “New USDA Research Agency Already Wants More Money,” CongressDaily, October 9, 2009,
http://www.nationaljournal.com/congressdaily/cda_20091009_8900.php.

%4 Department of Agriculture website, National Institute of Food and Agriculture, offices,
http://www.csrees.usda.gov/about/offices/pdfs/offices_new.pdf, accessed July 15, 2011.

¥%National Science Foundation website, Funding, Division of Integrative Organismal Systems,
http://www.nsf.gov/funding/pgm_summ.jsp?pims_id=503403, accessed July 14, 2011.

%06 Congressional Research Service, NIOSH Program Portfolio FY 2011 Estimates spreadsheet, June 22, 2011

307« A gricultural Research Organizations presentation,” Ernst & Young LLP, June 21, 2011.
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While progress continues to be made from these efforts, especially at the local level where the
university and extension network infrastructure is in place, benefits from such research is captured
most efficiently when driven by private capital—from both industry and philanthropy—according
to market demands. Without full market accountability, federally-directed research can be
misguided.

Examples of non-priority grants

e $6.9 million to help farmers cope with climate change and climate variability (NIFA,
Agriculture and Food Research Initiative)>*®

o According to one of the grant recipients, the money is going towards giving farmers
a favor: “The team’s basic approach is to address climate variability—a well-known,
constant challenge for producers—and use it as a bridge to discuss climate change, a
long-term process...’It’s difficult if you start talking to a farmer about what may
happen at the end of the century if they’re worried about what may happen at the of
the year.””

o In Fiscal Year 2010, NIFA awarded 13 grants to address climate change for a total of
over $53.7 million.>®

e $3.8 million to Virginia Tech to enhance East Coast grape and wine production®'

o Virginia is ranked fifth in the nation in wine grape production with a total economic
impact of $362 million annually through the state’s 180 wineries.*"*

e $46 million for 28 specialty crop projects, defined as fruits and vegetables, tree nuts, dried
fruits and horticulture and nursery crops, including floriculture. 3

Domestic Food and Nutrition Programs (Food and Nutrition Service, FNS)

Providing temporary benefits to Americans who have encountered financial hardship is a just and
worthy priority. USDA’s Food and Nutrition Services administers over 70 programs to address
child nutrition specifically and domestic hunger more generally, costing taxpayers over tens of

08«University of Florida-led teams awarded $6.9 million for climate change projects,” University of Florida News, June
30, 2011, http://news.ufl.edu/2011/06/30/climate-change-grants/, accessed July 14, 2011.

%9 Department of Agriculture website, National Institute of Food and Agriculture, FY 2010 Climate Grants, June 23,
2011, http://www.nifa.usda.gov/newsroom/news/2011news/climate_change awards.html, accessed July 14, 2011.
$10«New Effort to Enhance East Coast Wine Production,” NewsPlex, October 30, 2010,
http://www.newsplex.com/home/headlines/Va_Tech_Wins 38M_Grape_And_Wine Grant_106375408.html, accessed
July 15, 2011.

311 «“Virginia Tech Awarded $3.8 Million to Stimulate Eastern U.S. Wine Industry,” Virginia Tech News website,
October 23, 2010, http://www.vtnews.vt.edu/articles/2010/10/102910-cals-wine.html, accessed July 14, 2011.

%12 Department of Agriculture website, National Institute of Food and Agriculture, USDA Grants Invest in Specialty
Crop Research and Education Activities, October 25, 2010,
http://www.nifa.usda.gov/newsroom/news/2010news/10252_scri_awards.html, accessed July 14, 2011.
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billions of dollars annually. It is also important to ensure the integrity of taxpayer investments by
narrowly targeting those who need benefits the most while preventing those who do not. As it
stands though, these programs have shown signs of fraud, abuse, and many of them overlap, are
inefficient, and are without evidence to demonstrate their effectiveness, according to a review by
the Government Accountability Office (GAO).

GAO focused its review on 18 federal programs that “focus primarily on providing food and
nutrition assistance to low-income individuals and households.” These programs cost $62.5 billion
in fiscal year 2008. At the same time, GAO found food insecurity has continued to rise (10-12
percent over the last decade and nearly 15 percent or 17 million households in 2008) despite
increased enrollment in domestic food assistance programs. In fiscal year 2010, the federal
government spent over $90 billion on nutrition programs. The complex, multi-layer approach to
domestic nutrition assistance and the varying data collection for similar programs have increased
the cost of administering them, which account for between 10 and 25 percent of the total costs.?

“According to USDA and academic researchers, there are several reasons why participation in food
assistance programs may not be clearly associated with improvements in food insecurity.” While
research suggests participation in seven of programs reviewed “is associated with positive health
and nutrition outcomes,” GAO found “little is known about the effectiveness of the remaining 11
programs because they have not been well studied.” GAO goes on to describe the array of federal
food programs as a “complex network” that “show signs of program overlap, which can create
unnecessary work and lead to inefficient use of resources.” For example, some of the programs
provide comparable benefits to similar target populations. Further, overlapping requirements create
duplicative work for both service providers and applicants.”

“Our work has shown that overlap among programs can create an environment in which participants
are not served as efficiently and effectively as possible. Additionally, program overlap can create
the potential for unnecessary duplication of efforts for administering agencies, local providers, and
individuals seeking assistance. Such duplication can waste administrative resources and confuse
those seeking services,” according to GAO. Such a failed structure ultimately hurts those the
programs are intended to help.

Some examples provided by GAO questioning program ineffectiveness include:

e The Supplemental Nutrition Assistance Program, (SNAP, formerly known as the Food Stamp
program), is the largest federal nutrition assistance program. While meeting many of its
goals, GAO reports it “is inconclusive regarding whether SNAP alleviates hunger and
malnutrition in low-income households, another program goal. While studies show the
program increases household food expenditures and the nutrients available to the household,
research finds little or no effect on the dietary or nutrient intake of individuals.”

e “There is conflicting and inconclusive evidence on the National School Lunch Program’s
effects on other outcomes related to the goal of safeguarding the health and wellbeing of
children such as childhood obesity.” In fact, one study referenced by GAO reveals “school

13 GAO-11-714T, “Opportunities to Reduce Potential Duplication in Government Programs, Save Tax Dollars, and
Enhance Revenue, Government Accountability Office, June 1, 2011, http://www.gao.gov/new.items/d11714t.pdf.
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lunch eaters were more likely to be obese or overweight and to have higher body mass index
(BMI) scores by 3rd and 5th grade than ‘brown-baggers.’”

e There was conflicting research on whether the School Breakfast “program increases the
frequency that students eat breakfast.”

¢ A review of the School Breakfast Pilot Program, which is aimed at providing “universal free
meals, found no effect on general measures of health or cognitive development.”

Clearly, many of these programs are outdated and ripe for streamlining. This makes sense when
considering GAO describes the programs’ inception as “piecemeal” development over decades. All
signs seem to point to the need to clean up the programs we have instead of just increasing the
enrollment and program spending. Food insecurity continues to rise while the programs are not
achieving their goals. The GAO report describes the origins of the programs as “piecemeal”
development over decades.

Reform the Supplemental Nutrition Assistance Program (SNAP, previously known as the food
stamp program) and reduce its funding by $10 billion annually to save $100 billion over ten
years.

This is the largest domestic food assistance program and accounts for the largest portion of
spending in the farm bill (over 60 percent). It provides critical benefits to those who have fallen on
hard times. Especially in the wake of the financial crisis, this funding became more important than
ever. At the same time, SNAP has been the subject of numerous government accountability
reviews, media reports, and first-hand accounts of fraud and abuse among participants.

For example, participation in SNAP increased every month from December 2007 to September
2009 and 22 percent from 2008 to 2009.3** Yet, according to GAO, “literature is inconclusive
regarding whether SNAP alleviates hunger and malnutrition in low-income households, another
program goal.” In fact, a 2008 GAO report found $2.2 billion in improper payments under the
SNAP program.®*®

In a 2010 letter to administrators, USDA wrote that States have run the program in a way that is
“problematic and resulted in a more complex and difficult enrollment process.” Kevin Concannon
goes on to state that “States consider other options (in administering SNAP), such as tapping
nonprofit organizations that can provide assistance to potential applicants and improving the use of
technology such as call centers, online applications, and electronic case filing systems. 3'°

314 GAO-10-346, “Domestic Food Assistance: Complex System Benefits Millions, but Additional Efforts Could
Address Potential Inefficiency and Overlap among Smaller Programs,” Government Accountability Office, April 2010,
http://www.gao.gov/new.items/d10346.pdf

315 GAO-08-438T, “Improper Payments: Status of Agencies’ Efforts to Address Improper Payment and Recovery
Auditing Requirements,” January 31, 2008, http://www.gao.gov/new.items/d08438t.pdf

$185ackson, Henry C., “USDA: States struggle to administer food stamps,” RealClearPolitics, November 24, 2009,
http://www.realclearpolitics.com/printpage/?url=http://www.realclearpolitics.com/news/ap/politics/2009/Nov/24/usda
states_struggle to_administer food stamps.html, accessed July 15, 2011.
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Approximately 20,000 people sign up for food stamps every day.*!” Eligibility has spread to
college campuses,®*® largely due to the relaxed eligibility requirements.*® Adam Sylvain, a
sophomore at a university in Virginia told of a recent conversation with friends in his dorm room.
“My roommate told me he applied for food stamps, and they told him he qualified for $200 a month
in benefits...He’s here on scholarship and he saves over $5,000 each summer in cash,” Sylvain
continued. “A few of our other friends who were in the room also said if there were able to, they
would get food stamps ... They think that if they’re eligible it’s the government’s fault, so they
might as well. 320

SNAP benefits are unfortunately going to provide luxury products rather than essential ones to
those who are not considered in serious need of assistance. One student commented on the wide
range of available purchases with program benefits, "I'm sort of a foodie, and I'm not going to do
the 'living off ramen' thing," he said, recounting a meal he had prepared of roasted rabbit with
butter, tarragon and sweet potatoes. I used to think that you could only get processed food and
government cheese on food stamps, but it's great that you can get anything."***  Students and young
adults with college degrees and luxurious tastes are allowed to ignore the intent of federal food
assistance and realize the benefits for “just about anything edible, including wild-caught fish,
organic asparagus and triple-créme cheese.”*?* At the same time, students at this particular
university can buy a meal plan for $1,275, which provides ten meals per week for the semester or
$71 per week.

Congress should consider the significant (and appropriate) role local non profits and individuals
could play in addressing the same needs as SNAP and other federal food programs seek to address.
Additionally, five policy revisions should be made to SNAP to strengthen its safeguards in order to
prevent abuse while still allowing those who need them most to benefit. Taking these steps will
reduce total payments, and Congress should reduce funding in a corresponding amount by
approximately $10 billion annually to save $100 billion over ten years (according to the CBO
baseline of $700 billion*?*).

1. Terminate “categorical eligibility,” which allows individuals to automatically qualify for food
stamps if they are enrolled in the Temporary Assistance for Needy Families (TANF) program or
certain other assistance programs. Program rules suggest enrollment in TANF establishes a
circumstance of need, qualifying an individual for SNAP but could unnecessarily increase

317 Kulczuga, Aleksandra, “Universities encourage students to enroll in food stamp program,” The Daily Caller, April 6,

2010, http://dailycaller.com/2010/03/27/universities-encourage-students-to-enroll-in-food-stamp-program/, accessed
July 15, 2011.

38 DeHaven, Tad, “Food Stamps on Campus,” CATO Institute, March 31, 2010, http://www.cato-at-
liberty.org/2010/03/31/food-stamps-on-campus/, accessed July 15, 2011.

319 Bleyer, Jennifer, “Hipsters on food stamps,” Salon, March 15, 2010,
http://www.salon.com/life/pinched/2010/03/15/hipsters food stamps_pinched/index.html, accessed July 15, 2011.
20K ulczuga, Aleksandra, “Universities encourage students to enroll in food stamp program,” The Daily Caller, April 6,
2010, http://dailycaller.com/2010/03/27/universities-encourage-students-to-enroll-in-food-stamp-program/, accessed
July 15, 2011.

321 Bleyer, Jennifer, “Hipsters on food stamps,” Salon, March 15, 2010,
http://www.salon.com/life/pinched/2010/03/15/hipsters_food_stamps_pinched/index.html, accessed July 15, 2011.
322 Bleyer, Jennifer, “Hipsters on food stamps,” Salon, March 15, 2010,
http://www.salon.com/life/pinched/2010/03/15/hipsters_food_stamps_pinched/index.html, accessed July 15, 2011.
%23 Congressional Research Service, using CBO baseline (March 2011), Jim Monke, May 11, 2011, Slide 38, CBO
Baseline for Mandatory Agriculture and Farm Bill Programs
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enrollment, because of TANF’s relaxed criteria as well as the assumption that assistance from one
program is insufficient.

Establish Income Requirement to address shortcomings in 35 states that do not set asset limits for
eligibility. In 35 states, “there is no limit on the amount of assets certain households may have to
be determined eligible” and “ as a result, households with substantial assets but low income could
be deemed eligible for SNAP,” according to GAO.%** “A minor tempest hit Ohio’s Warren
County after a woman drove to the food stamp office in a Mercedes-Benz and word spread that
she owned a $300,000 home loan-free. Since Ohio ignores the value of houses and cars, she
qualified” for SNAP.*?°

Establish Work Requirement to prevent an environment of dependency for participants who are
not incentivized to actively seek employment—Ilimit program participation to two years of
consecutive eligibility.

Limit product selections to purchases of bare essentials instead of luxuries. These should include
meats (beef, poultry, seafood), eggs, beans, nuts, bread, cereal, rice, fruits and vegetables, milk,
yogurt, and cheese.

Require states to establish laws that allow state officials to investigate and prosecute food stamp
trafficking and other fraud. Some state legislatures have not provided the necessary authority to
seek out abuse of SNAP and are unaware what their fraud rate is.>?°

Prohibit SNAP purchase made outside of the state in which the benefits card was issued

In January of 2011, SNAP benefit cards issued in Missouri were used to purchase $3,521,974
worth of food and withdraw $362,682 in cash outside of Missouri, often in far off states such as
Hawaii, Alaska, and California, according to an investigation by St. Louis television station
KMOV News 4.3" KMOV also found a single household received benefits for 31 people and
another household received benefits for 19 people.®®

Prohibit cash withdrawals from ATMs at casinos, tobacco retailers, liquor stores, and bars

In California, state officials “failed to notice for years that welfare recipients could use the state-
issued cards to withdraw taxpayer cash” at tribal casinos and state-licensed poker rooms,
according to The Los Angeles Times. During that time, millions of dollars intended for food

%24 Kay E. Brown, Director of Education, Workforce, and Income Security Issues for the Government Accountability
Office before the Subcommittee on Department Operations, Oversight, Nutrition, and Forestry, Committee on
Agriculture, U..S House of Representatives, July 28, 2010, http://www.gao.gov/new.items/d10956t.pdf.

%2> Jason DeParle and Robert Gebeloff, “Food Stamp Use Soars, and Stigma Fades,” The New York Times, Page Al,
November 28, 2009, http://www.nytimes.com/2009/11/29/us/29foodstamps.html?pagewanted=4.

%28 http://www.eagletribune.com/local/x1221291800/Food-stamp-fraud-goes-largely-unchecked-due-to-lack-of-
resources..

%27 Nagus, Chris, “Missouri welfare benefits being spent in Hawaii,” KMOV News 4 (St. Louis, Missouri), March 2,
2011, http://www.kmov.com/news/local/Missouri-Welfare-Benefits-Being-Spent-in-Hawaii-117256028.html, accessed
July 15, 2011.

%28 Nagus, Chris “Missouri’s top food stamp recipients,” KMOV News 4 (St. Louis, Missouri), February 28, 2011;
http://www.kmov.com/news/broke/Missouris-Top-Food-Stamp-Recipients--117105578.html, accessed July 15, 2011.
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assistance and other welfare support were withdrawn in casinos by Electronic Benefits Transfer
(EBT) cardholders.®*

More than $300,000 in SNAP benefits was redeemed at tobacco retailers in Oklahoma City
between July 2009 and March 2011, according to data provided by the Oklahoma Department of
Human Services and reported by The Tulsa World.3*

Signs are posted to automated teller machines (ATM) located in some bars in Pennsylvania state,
“We Accept Access Cards.”**" An “ACCESS” card is a plastic card beneficiaries may use “to
obtain cash or Food Stamp benefits, in addition to medical benefits.” 332

Reduce funding for USDA’s domestic nutrition assistance ($17 billion FY 2010 enacted by 10
percent to save $18.7 billion over ten years.

GAO recently studied 18 of the 70 identified federal hunger programs. Of these 18, only 7 were
found to have sufficient reported data to assess their overall effectiveness. However, little is known
about the effectiveness of the remaining 11 programs, because they have never been well studied.
Only two of the 11 programs had been studied at all.

For the remainder of programs, no academic literature could be found that addressed the outcomes
in relation to the goals. This leaves an enormous question mark as to whether taxpayer funded
federal hunger programs are functioning properly, accomplishing their goals, and operating most
efficiently; yet, Congress continues to fund them.

Most food assistance programs have specific and often complex administrative procedures that
federal, state, and local organizations follow to help manage each program’s resources. Federal
agencies dedicate staff time and resources to separately manage the programs even when a number
of the programs are providing comparable benefits to similar groups and could be consolidated.

Overlapping eligibility requirements create duplicative work for providers and applicants. Local
providers are often tasked with collecting similar information, such as an applicant’s income and
household size — multiple times because this information is difficult to share, largely due to
incompatible software across programs. It also makes it difficult for applicants to apply and
participation.

GAO suggests that consolidation could reduce administrative expenses by eliminating duplicative
efforts, such as eligibility determination and data reporting. In the same manner, this proposal

29 Dolan, Jack, “California welfare recipients withdrew $1.8 million at casino ATMs over eight months,” Los Angeles
Times, June 25, 2010, http://articles.latimes.com/2010/jun/25/local/la-me-welfare-casinos-20100625, accessed July 15,
2011.

*9Ginnie Graham and Gavin Off, “Food stamps equal big money,” The Tulsa World, April 24, 2011,
http://www.tulsaworld.com/news/article.aspx?subjectid=11&articleid=20110424 11 Al Retail460109&archive=yes,
accessed July 15, 2011.

%31 On-Site staff investigation, Pennsylvania, April 24, 2011

%2 «“Medical Assistance: Using the ACCESS Card to Obtain Medical Services,” Pennsylvania Department of Public
Welfare website, accessed April 25, 2011,
http://wwwo.dpw.state.pa.us/foradults/healthcaremedicalassistance/medicalassistanceusingtheaccesscardtoobtainmedica
Iservices/index.htm..
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would reduce funding for the remainder of child nutrition programs, allowing USDA to consolidate
and streamline its smaller and less-known programs.

Eliminate FEMA’s Emergency Food and Shelter National Board Program ($200 million FY
2010 enacted), transfer 15 percent of funds to USDA’s Emergency Food Assistance Program
and require USDA to adopt any responsibilities currently being met by FEMA and not
currently being met by USDA. This is estimated to save $1.6 billion over ten years.

Both programs provide groceries and prepared meals to needy individuals through local government
and non-profit entities. Providing comparable benefits to similar population but managing the
programs separately is an inefficient use of federal funds.

The sheer volume of federal hunger programs and the fact they are scattered among several
agencies prevent them from being utilized and benefiting those they seek to help. GAO cited a
director of a nongovernmental organization and who administers the FEMA program who explained
that it is often unclear what federal food assistance programs are available to non-governmental
organizations or which ones are best suited for his organization’s mission and resources.

Eliminate the Summer Seamless option of the National School Lunch Program and maintain
the Summer Food Service Program.

The two programs have different reporting requirements and reimbursement rates but are otherwise
similar. This difference makes schools choose between the Summer Food Service Program’s higher
reimbursement rate and the Seamless Summer Option’s fewer reporting requirements.

These programs primarily differ in their reporting requirements and reimbursement rates. One
school official told GAO his school had to choose between higher reimbursement rate or fewer
reporting requirements.

These two programs provide comparable benefits to similar populations and are managed
separately, which is an inefficient use of federal funds.

Eliminate the U.S. Department of Defense Fresh Fruit and Vegetable Program

The Department of Defense Fresh Fruit and VVegetable program was an Administration initiative
that began in 1995 when eight states began allocating their entitlement commaodity funding toward
DOD’s produce. 43 States plus Indian reservations now participate and Congress set a $50 million
annual funding level in the last farm bill. Either States or their schools place orders with DoD
directly. USDA does not administer this program, but Congress funds it to purchase the produce.

This program is meant to supplement the National School Lunch Program for kids who come from
low-income households. It was a decent program in the 1990s but is an inefficient way to get
healthy food to schools. In recent years, DoD’s purchasing practices have become more
central/regional rather than local, thus, nullifying its original purpose. It will likely be phased out in
the next farm bill anyway. Moreover, at least in one Oklahoma school, DOD prices are
significantly higher than what is available locally (see attachments).
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However, USDA’s program remains close to its original mission of providing fresh, local produce.
USDA’s Fresh Fruit and Vegetable Program - States get mandatory funding allocation of $110
million per year based on school populations. Not every school participates, and schools then pay
for the local, fresh produce they want. This program is available to all children regardless of
income.

Eliminate “strengthening the agricultural economy” as a stated goal of food and nutrition
programs, such as SNAP and other programs with the same goal anywhere they exist (Food
Distribution Program on Indian Reservations)

Food Stamps were created during the Great Depression largely to buy up excess supplies of U.S.
crops, which coincides with the goal of “strengthening the agricultural economy.” However, this
consideration could conflict with the stated goals of the programs as currently operated. The school
programs are aimed at propping up commaodity prices and less about nutrition or safety.

As with Dairy Management, Inc. whose purpose it is to take surplus dairy products off the market
and, as a result, promote unhealthy eating habits under the guise of official nutrition standards, this
core component could result in unhealthy or excessive allowance of food stamps.

Eliminate the Department of Health and Human Services’ Grants to American Indian, Alaska
Native, and Native Hawaiian Organizations for Nutrition and Supportive Services ($27.3
million FY 2008 enacted) to save $303 million over ten years.

This program provides grants to the elderly and tribal groups, transfer funds to USDA’s Food
Distribution Program on Indian Reservations, which also targets American Indians and non-Indian
households that reside on Indian —designated land. USDA already operates the Food Distribution
Program on Indian Reservations, which serves the elderly and low-income households in Indian
country.

Reduce funding for the Forest Service ($6 billion FY2010 enacted) by half to save $33.3 billion
over ten years

The Forest Service currently manages 193 million acres in 44 states and territories or approximately
30 percent of all public lands. The agency seeks to improve forest health, conduct research, and
provide financial and technical assistance, and other land management activities. It operates five
research and development stations, 80 experimental forests and ranges, a forest products laboratory,
two technology and development centers, and a geospatial service and technology center.**?

This program funds maintains, repairs, and improvements on National Forest System roads and
trails. The President’s budget proposal recommends reducing this account by $100 million to
reflect the declining need to construct new roads or other infrastructure in lieu of repairing or
decommissioning old ones. Additionally, the agency now uses revenues from land exchanges for
some of these activities.

%33 Fiscal Year 2012 Budget Overview, U.S. Forest Service,
http://www.fs.fed.us/aboutus/budget/2012/justification/FY2012-USDA-Forest-Service-overview.pdf
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In 2009, the Government Accountability Office (GAO) found the Forest Service was falling short in
some key areas. While GAO notes some improvements, it found the agency is still struggling to
manage its funds efficiently, particularly relating to wildfire management and a lack internal
financial safeguards that would demonstrate how the agency’s spending relates to the its goals.334
Agency leaders are taking advantage of Congress's willingness to throw money at the fire issue.
With an increasingly large share of the Forest Service bureaucracy dependent on the extra funding
that comes around each fire season, the agency blindly puts out almost all fires. Even people within
the Forest Service fear that the agency's traditional commitment to conservation is being lost in an
orgy of spending on fire-related activities. **°

The Forest Service also continues to experience internal mismanagement, particularly relating to
gathering of data sets necessary to implement strategic plans. Despite some recent improvements,
GAO notes the Forest Service has yet to establish sufficient internal controls.** USDA’s Inspector
General also found the Forest Service could not meaningfully compare its cost data with its
performance measures.’

One responsibility of the Forest Service has been to acquire and release land parcels as part of its
land exchange process. GAO found the agency could not provide assurance that taxpayers were
receiving a fair market value for these exchanges. Although the Forest Service agreed with GAO’s
recommendation to develop a system that ensures the public interest is being served, the agency has
yet to address the issue.

Additionally, it has yet to reconcile its workforce planning with its overall strategic plan, which is
needed to carry out the agency’s directives and specifically threatens wildfire management.

Further, it calls into question whether or not the Forest Service actually has the appropriately skilled
workforce to accomplish the agency’s goals.

The Forest Service operates law enforcement measures on its managed lands to respond to various
illegal activities, including human and drug smuggling. However, the agency has not put forth a
risk-based law enforcement plan that would ensure it is efficiently allocating scarce resources.

Fire Management

The Forest Service has received significant increases for wildfire management. The U.S.
Government Accountability Office (GAO) has continued to find the Forest Service’s wildfire
management strategy incomplete while the agency has made poor management decisions regarding
prescribed burnings over many decades.®*® A series of reports beginning in 1999 and congressional

34 GAO-11-423T, “Forest Service: Continued Work Needed to Address Persistent Management Challenges,” March

10, 2011, http://www.gao.gov/products/GAO-11-423T.

3% O’Toole, Randal, “The Forest Service,” Cato Institute, August 2009,
http://www.downsizinggovernment.org/agriculture/forest-service, accessed July 15, 2011.
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statute have both recommended and required the Forest Service to present a cohesive strategy,
which it has failed to do. As it stands, there is no assurance for taxpayers that the agency will
employ cost-containment methods.

More specifically, GAO has consistently documented the agency’s failure to implement strategic
steps to managing wildfires, such as long-term options for reducing hazardous fuels and responding
to fires. Currently, the agency relies on its own judgment rather than relevant data, leaving its
efforts vulnerable to ineffectiveness. GAO found the agency’s “Planning, Appeals, and Litigation
System,” which is intended to monitor such information to make decisions, excluded pertinent
information. Moreover, the data it did include was not always accurate.

End the Forest Stewardship Program that provides assistance to landowners to encourage
sound environmental management of non-industrial private forest lands ($500,000 FY2010
enacted).

This program is not an original function of the forest service and, since it addresses privately owned
lands, it fails to acknowledge the incentive landowners have to maintain the health of their
properties, nor does it take into account outside resources available to them. The program explicitly
duplicates the USDA Wildlife Habitat Incentive Program (WHIP) that also offers assistance for
“non-industrial private forest lands,” and various aspects of the large and better funded programs
like the Conservation Reserve Program (CRP) and Conservation Stewardship Programs. %

Eliminate Agency ‘Environmental Literacy’ Programs

In FY 2010, the FS spent more than $5 million on “environmental literacy” programs to promote
forest management awareness, particularly focused on urban populations and youth.**® By the
agency’s own admission, “environmental literacy programs and activities are funded through over a
dozen other agency programs.” These efforts, while informative, duplicate existing programs of
the Department of the Interior, Agriculture, Environmental Protection Agency, and the National
Oceanic and Atmospheric Administration (NOAA). 3! Given the extensive overlap, FS
Environmental Literacy programs should be eliminated. This will result in at least $52.4 million in
savings over ten years.

International Forest Program

While the FS struggles to meet its obligations as one of the largest land management agencies in the
federal government, many Americans might be surprised to learn the agency spends millions of
dollars each year to assist other nations “[promote] sustainable forest management internationally
through the delivery of technical assistance, policy development, and disaster preparedness and
response by trained forestry experts.” *** The White House has recommended eliminating this
program because it overlaps with significant programs of the U.S. Agency for International
Development (USAID) and “is not consistent with the Forest Service's mission to sustain the health,
diversity, and productivity of the Nation's forests and grasslands to meet the needs of present and

%39 Natural Resource Conservation Service website, “Wildlife Habitat Incentive Program,” April 20, 2011,
http://www.nrcs.usda.gov/programs/whip/, accessed July 15, 2011.

¥9 Py 2012 Budget Justification, Page 3-31, Forest Service,
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! Environmental Protection Agency website, “Summary of Activities with Federal Agencies,”
http://www.epa.gov/enviroed/iag.html, accessed July 14, 2011.
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future generations.”** Termination of the program will save taxpayers $98.2 million over ten
years.

Reduction of Duplicative Forest Service Research and Development Activities

While the FS has important research needs, like wildfire and pest management and forest inventory,
it funds a number of research areas outside its core responsibilities and duplicated by other agency
research initiatives. For example, the FS has research devoted to recreation, water, air and soil,
and wildlife and fish—all areas where other agencies more well established, better funded efforts.
Where the FS has unique needs, it should work with those agencies in designing research priorities.

For instance, recent research activities have included the National Kids Survey, “focused on
identifying patterns in how youth 6-19 years old spend time outdoors” as well as research on how to
foster ecotourism.

By eliminating non-essential research programs, the FS can save $71.8 million next year and $718
million over the next ten years.

Economic Action Program (EAP) overlaps with other USDA and federal community
development initiatives

The program is “designed to provide technical and financial assistance to communities and groups
to enhance rural economies through the utilization of forest and related natural resources.”**
According to the White House, which has also proposed eliminating the program, EAP overlaps
with USDA rural development programs and is “not targeted.” By the administration’s own
admission, the program has funded activities with little bearing to management of the forest system,
including wastewater design systems and water musical festival. More pointedly, the Government
Accountability Office (GAO) found more than 80 economic development programs, much like the
EAP. This program should be terminated immediately, resulting in $50 million in savings over ten
years.

End the Urban and Community Forestry Program

This program has accomplished and outlived its purpose. Many states maintain their own urban
forestry programs and even high schools are partnering with local companies on the issue.**®
Maintaining vegetation in the midst of expanding urban communities is critical to the health and
well-being of our nation’s metropolitan areas and the citizens that inhabit them. Fortunately,
interested parties at every level are now involved financially and educationally in the planting,
improving, and maintaining aspects of community and urban forestry.

3 Terminations, Reductions, and Savings: Budget of the U.S. Government Fiscal Year 2011,” President Barack
Obama, http://www.whitehouse.gov/sites/default/files/omb/budget/fy2011/assets/trs.pdf.

¥4 FY 2012 Budget Justification, Page 5-4, Forest Service,
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¥ Terminations, Reductions, and Savings: Budget of the U.S. Government Fiscal Year 2011,” President Barack
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Conflicting Incentives

Eliminate USDA funding portion of Dairy Checkoff to prevent conflicting and unfair
marketing efforts—Cheese promotion vs. obesity initiatives

On one hand, the federal government seeks to promote healthy food and discourage unhealthy
choices and over-consumption; on the other hand, it is promoting the same unhealthy food and has
spent hundreds of millions of dollars on cheese consumption.>*’

A USDA nonprofit corporation that functions as an agriculture marketing initiative—Dairy
Management (est. 2003)—operates on a budget of $140 million and 162 on staff. It is primarily
funded by the Dairy Checkoff program (est. 1983)—a mandatory 15 cent per hundredweight
producer tax (approximately 2 cents per gallon) on all domestically and commercially produced and
marketed milk. However, it also receives approximately $5 million annually in taxpayer dollars
through USDA itself, which appoints some of its board members who approve the marketing
campaigns and major contracts.

The purpose of the checkoff program is to promote U.S. dairy products, conduct research and
nutrition education, increase human consumption of dairy products and reduce milk surpluses.3*®
Health trends in recent years have increasingly moved towards healthier choices and, in doing so,
have created a surplus of whole milk and milk fat.

To shore up the surpluses, Dairy Management’s focus was aimed at families whose inclination to
consume cheese outweighs their concern with health risks.3*® They began promoting increasing
amounts of cheese consumption in processed foods, home cooking, and certain products,
particularly in the fast food industry.

In the pizza business, Dairy Management spent $12 million on a marketing campaign for cheese
consumption. It partnered with Domino’s Pizza to increase sales by increasing the amount of
cheese one each pizza by 40 percent where one slice contains two-thirds of a day’s maximum
recommended saturated fat, potentially causing heart disease. The New York Times commissioned
a lab analysis of “the Wisconsin” and found that one quarter of the pizza contained 12 grams of
saturated fat, approximately 75 percent of USDA’s recommended daily maximum saturated fat of
15.6 grams.

Already Americans are consuming nearly triple the amount of cheese (33 pounds annually) as found
during the 1970s. Still, Dairy Management claimed diets that are high in dairy products promote
weight loss. The NYT’s investigation found this claim to be unfounded and cited Dr. Neal Barnard,

347 “Cheese industry should do its own marketing,” The Daily Review, November 13, 2010,

http://thedailyreview.com/opinion/cheese-industry-should-do-its-own-marketing-1.1063145, accessed July 15, 2011.

8 Department of Agriculture website, Agricultural Marketing Service, Research and Promotion Programs, March 17,
2011,
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omotion&leftNav=IndustryMarketingandPromotion&page=DairyProducerCheckoffPrograms&description=Dairy+Prod
ucer+Checkoff+Programs, accessed July 15, 2011.

9 Documents on Marketing Cheese, The New York Times, http://documents.nytimes.com/documents-on-marketing-
cheese#document/p1, accessed July 15, 2011.
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president of the Physicians Committee for Responsible Medicine—an advocacy group that
challenged Dairy

Management’s health claims—stated, “If you want to look at why people are fat today, it’s pretty
hard to identify a contributor more significant than this meteoric rise in cheese consumption.
Nevertheless, in its report to Congress, USDA presents its successes in the number of pounds of
cheese consumed.**°

Meanwhile, USDA’s Center for Nutritional Policy and Promotion receives $6.5 million and sets
official dietary guidelines (formerly the food pyramid) that are formulated into nutritional standards
for school meal programs and others. USDA seems to be talking out of both sides of its mouth.
“More whole milk is being processed into cheese and the government - which advises against over-
consumption of high-fat dairy products as a means to fight obesity and improve public health - has
been phenomenally successful in increasing cheese consumption.”351

Domino’s is not the only restaurant chain assisted by USDA. Other partners of Dairy Management
during the George W. Bush and Obama Administrations include Taco Bell, Pizza Hut (cheese
inside crust®®?), Burger King, and Wendy’s, amounting to a growth in the sale of cheeses by nearly
30 million pounds.®*

Finally, such market promotion creates an inherent conflict of interest as certain restaurants are
given preferential treatment from the government to the detriment of their industry competitors.
According to the NYT investigation, Dairy Management went so far as to assist in developing and
testing new pizza concepts.

%50 «Report to Congress on the National Dairy Promotion and Research Program and the National Fluid Milk program,
Department of Agriculture, The New York Times, July 1, 2007, http://documents.nytimes.com/documents-on-
marketing-cheese#document/p16, accessed July 15, 2011.

$leCheese industry should do its own marketing,” The Daily Review, November 13, 2010,
http://thedailyreview.com/opinion/cheese-industry-should-do-its-own-marketing-1.1063145, accessed July 15, 2011.
%52 http://documents.nytimes.com/documents-on-marketing-cheese#document/p3

%53 http://www.nytimes.com/2010/11/07/us/07fat.html?pagewanted=2
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USDA 10-yr Savings (billions)

Commodities $ 83.70
Disaster Pymt $ 21.00
FSA Loans $ 19.148
Conservation $ 25.40
Rural Dvlpt $ 27.00
FAS Export $ 028
FAS Food Aid $ 12.50
Research $ 029
SNAP $100.00
Nutrition $ 18.70
Forest Service $ 33.30
$346.4

DEPARTMENT OF AGRICULTURE DEVELOPMENT TEN YEAR SAVINGS

Total: $346.4 hillion
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THE DEPARTMENT OF COMMERCE

Created in 1903, the U.S. Department of Commerce (originally called the
Department of Commerce and Labor) recently celebrated the passage of
more than 100 years in existence. Its mission today is to “promote job
creation, economic growth, sustainable development and improved standards of living for all
Americans by working in partnership with businesses, universities, communities and our nation’s
workers.”** The activities of the department in carrying out this mission are diverse, but among its
core functions are:

Monitoring and projecting national weather trends;

Promoting U.S. companies abroad to facilitate export opportunities abroad,;
Administering the decennial Census and various other surveys;

Regulating open-sea fishing;

Subsidizing high-risk technological research;

Funding broadband development in underserved areas; and

Awarding patents to American businesses.

NookrwnpE

The Commerce Department is home to a number of agencies and bureaus that perform these tasks,
including: the Census Bureau, the Economic Development Administration (EDA), the Patent and
Trademark Office (USPTO), the National Institute for Standards and Technology (NIST), the
National Oceanic and Atmospheric Administration (NOAA) which includes the National Weather
Service, the National Telecommunications and Information Administration (NTIA), the
International Trade Administration, and the Minority Business Development Agency.>*®

In Fiscal Year 2010, total appropriations for DOC were $14.1 billion, including a large once-a-
decade appropriation for the decennial Census, as well as additional funding provided through the
American Recovery and Reinvestment Act (stimulus).>*® If these additional expenditures were not
present, as in a typical year when Census appropriations are much smaller, the total appropriation
for 2010 would otherwise have been $7.86 billion.*’

More than 60 percent of DOC’s budget is used for managing and regulating oceans and the fishing
industry as well as for monitoring national weather patterns through the National Oceanic and
Atmospheric Administration (NOAA). The next biggest components of the budget are the Census

34 Department of Commerce website, “About the Department of Commerce,” http://www.commerce.gov/about-
department-commerce, accessed July 14, 2011.

%> Department of Commerce website, Organizational Chart,
http://www.commerce.govi/sites/default/files/documents/migrated/Department%200rganization%20Chart.pdf, accessed
July 16, 2011.

%8 Office of Management and Budget, Department of Commerce Fact Sheet,
http://www.whitehouse.gov/omb/factsheet department_commerce/, accessed July 16, 2011.

%7 Department of Commerce website, Press Release, “Commerce Department 2012 Budget Cuts Spending, Invests in
Priorities to Help America Win the Future,” February 14, 2011, http://www.commerce.gov/news/press-
releases/2011/02/14/commerce-department-2012-budget-cuts-spending-invests-priorities-help.
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Bureau (15 percent), the NIST (10 percent), the International Trade Administration (6 percent) and
EDA (less than 4 percent). The remaining agencies account for approximately five percent of the
Commerce budget. USPTO’s budget is approximately $2 billion, but the agency is self-funded
through fees charged for patents.*

This proposal would transfer more than 90 percent of DOC functions to other federal agencies,
consolidate many of these functions into others with which they overlap and wind down the
Department of Commerce. The total savings realized from consolidating duplicative programs and
eliminating low-priority initiatives is at least $26.84 billion over ten years.

Transferring and Consolidating Department of Commerce Programs

National Oceanic and Atmospheric Administration

NOAA was created under President Nixon and provides scientific, technical, and management
expertise to (1) promote safe and efficient marine and air navigation; (2) assess the health of coastal
and marine resources; (3) monitor and predict the coastal, ocean, and global environments
(including weather forecasting); and (4) protect and manage the nation's coastal resources.**

In his most recent State of the Union Address,
however, President Obama mentioned the work
of NOAA to highlight a larger problem related
to duplication within the federal government.

In his now famous example, the President spoke
of salmon regulation: “Then there’s my favorite
example: the Interior Department is in charge of
salmon while they’re in fresh water, but the
Commerce Department handles them in when
they’re in saltwater. And I hear it gets even
more complicated once they’re smoked.”*®
One of the programs he referred to is administered by NOAA. While NOAA’s wildlife component
mirrors and sometimes duplicates programs within the Department of Interior, NOAA also
administers numerous commercial fishery programs, which mirror programs within the Department
of Agriculture (UDSA).

NOAA'’s existence outside of the Department of the Interior, as it turns out, is more an accident of
history than the result of thoughtful planning. It was supposed to be combined with the Fish and
Wildlife Service at Interior when it was created in 1970. But, because President Nixon, who created
the agency by executive order, was in a spat with Secretary of the Interior Wally Hickel over the
handling of Vietnam, he “temporarily” housed NOAA within DOC.** The environmental

%8 president’s FY 2012 Budget request for the USPTO, February 14, 2011,
http://www.uspto.gov/about/stratplan/budget/fy12pbr.pdf.

%9 CRS Report: R41161, “Commerce, Justice, Science, and Related Agencies: FY2011 Appropriations,” Congressional
Research Service, July 14, 2011, http://www.crs.gov/pages/Reports.aspx?PRODCODE=R41161&Source=search.

%0 Negrin, Matt, “3 decent jokes in Obama’s speech,” Politico 44, January 26, 2011,
http://www.politico.com/politico44/perm/0111/fun_house_a9b9dac6-c043-4bba-92f5-9e66195eb23b.html.

%1 palmer, Brian, “One Fish, Two Fish, Who Regulates You, Fish? ” Siate, January 26, 2011,
http://www.slate.com/id/2282622/.
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component of NOAA should be transferred to the Department of Interior (DOI), which regulates
wildlife everywhere else.

Plans to move NOAA'’s functions to Interior have had broad support for several decades. As far
back as 1992, the New York Times editorial board advocated for a similar policy, calling it “an
eminently sound idea” and something that “would bring coherence to environmental policy.”362

In addition to its environmental functions, NOAA also has a large climate and weather research
component. Most of this funding is directed to the National Environmental Satellite, Data, and
Information Service (NESDIS) and the National Weather Service (NWS).3% In order to provide
coverage for weather forecasts and climate measurements it funds an expensive weather satellite
program, which itself is comprised of two different satellite systems. NOAA’s management of its
satellite program, however, has been highly ineffective.®®* In part, this has arisen from NOAA’s
lack of experience with such complex technology, leading the agency to contract with NASA to
build NOAA'’s satellites and then reimburse NASA for all of the costs. NOAA rather than NASA,
however, operates the satellites.

Not surprisingly, these two duplicative and overlapping satellite systems have experienced
significant cost overruns, delays, and performance failures. Known as the National Polar-Orbiting
Operational Environmental Satellite System (NPOESS), it was initially expected to cost $6.5, but its
current $14 billion cost is expected to increase even further.*® This, despite a reduction to four
satellites instead of the original six NOAA intended to purchase.*®®

The other satellite system, Geostationary Operational Environmental Satellite-R Series (GOES-R),
initially carried a $6.2 billion cost estimate, but despite also decreasing the number of satellites to be

purchased from four to two, the system’s cost still increased by $1.5 billion to a total of $7.7
billion.**’

The Inspector General found that “the Department does not have coherent policies to guide systems
acquisition or effective oversight mechanisms.”**® In a 2008 report, the Inspector General found
that “related government spending has ballooned in recent years... Over the next 2 years, the

%2 Editorial, “Cleaning Up Environmental Policy,” New York Times, November 27, 1992,

http://www.nytimes.com/1992/11/27/opinion/cleaning-up-environmental-policy.html.

%3 National Environmental Satellite, Data, and Information Service website, http://www.nesdis.noaa.gov/; National
Weather Service website, http://www.weather.gov/.

%4 United States Department of Commerce Office of Inspector General, “Top Management Challenges Facing the
Department of Commerce”, December 20, 2010,
http://www.oig.doc.gov/Pages/Top%20Management%20Challenges,%20December%202010.aspX.

%5 United States Department of Commerce Office of Inspector General, “Top Management Challenges Facing the
Department of Commerce”, December 20, 2010,
http://www.oig.doc.gov/Pages/Top%20Management%20Challenges,%20December%202010.aspx.

%%%United States Department of Commerce Office of Inspector General, “Top Management Challenges Facing the
Department of Commerce”, December 20, 2010,
http://www.0ig.doc.gov/Pages/Top%20Management%20Challenges,%20December%202010.aspx.

%7 United States Department of Commerce Office of Inspector General, “Top Management Challenges Facing the
Department of Commerce”, December 20, 2010,
http://www.0ig.doc.gov/Pages/Top%20Management%20Challenges,%20December%202010.aspx.

%8 United States Department of Commerce Office of Inspector General, “Top Management Challenges Facing the
Department of Commerce”, December 20, 2010,
http://www.oig.doc.gov/Pages/Top%20Management%20Challenges,%20December%202010.aspx.
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Department of Commerce will spend an average of approximately $3 billion annually on goods and
services. The 2010 decennial census and two critical NOAA satellite systems will account for
roughly a third of these annual expenditures. All three of these programs have already suffered
significant cost overruns and schedule delays because of poor acquisition mamagement.”369

In 2010, Congress spent more than $1.1 billion for both satellite systems, constituting more than 23
percent of NOAAs entire budget.*”® Instead of operating these satellites, Congress should remove
this responsibility from NOAA outright and require NASA to administer this program. This
proposal would achieve savings of 20 percent, or $220 million, to the federal government in 2012,
and $2.44billion over ten years, through reducing administrative costs. It would also limit
additional cost overruns, and help NOAA to focus on its core responsibilities.

NOAA also spends $367 million annually on climate change research. This came as part of an
overall $2.163 billion that the government spent on climate research in 2010.%"* It is in addition,
however, to $12.6 billion for energy efficiency and climate change technology research. While
NOAA claims the mantle of lead climate research agency, and would like to create a “Climate
Service,” it is not actually the top federal funder of climate research. NOAA is one of thirteen
departments and agencies conducting this type of research, and is dwarfed by National Aeronautics
and Space Administration (NASA).

In 2010, the following agencies provided funding for climate research:32

e NASA spent $1.075 billion on research “to improve the ability to forecast global and
regional climate change and natural disasters” — research also conducted by NOAA. NOAA
and NASA also fund satellites used to monitor the earth’s climate;

e The National Science Foundation (NSF) spent $287 million on climate change research last
year — primarily non-biomedical academic research;

e The Department of Energy (DOE) spent $235 million for biological and environmental
research;

e The Department of the Interior (DOI) is planning to create eight regional climate science
centers “to address current and future impacts of climate change on our land, water, wildlife,
cultural heritage and tribal resources.” While these efforts will be done in cooperation with
NOAA, NOAA is also planning to create six regional climate centers of its own.*”® These
programs, most in their infant stages, received at least $61 million in 2010 for research, and
have been targeted for further expansion;

e The Department of Agriculture (USDA) received $103 million for climate change research,
including $50 million for the National Institute of Food and Agriculture;

e The Environmental Protection Agency (EPA) spent $21 million last year;

%9 01G-19384, “Top Management Challenges Facing the Department of Commerce,” United States Department of
Commerce Office of Inspector General, November 18, 2008, http://www.oig.doc.gov/OlGPublications/O1G-19384.pdf.
70 «“FY2011 Budget Summary: Chapter 7, NOAA Special Exhibits,” National Oceanic and Atmospheric
Administration, http://www.corporateservices.noaa.gov/~nbo/fy1l1l_bluebook/Chapter 7 Special%20Exhibits.pdf.

371 Report to Congress, “Federal Climate Change Expenditures Report to Congress,” President Barack Obama, June
2010, http://www.whitehouse.gov/sites/default/files/omb/assets/legislative_reports/FY2011_Climate_Change.pdf.

372 Report to Congress, “Federal Climate Change Expenditures Report to Congress,” President Barack Obama, June
2010, http://www.whitehouse.gov/sites/default/files/omb/assets/legislative_reports/FY2011_Climate_Change.pdf.

%73 Reilly, Sean, “NOAA readies request to create new climate service agency,” Federal Times, September 23, 2010,
http://www.federaltimes.com/article/20100923/AGENCY01/9230303/1001.
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e The U.S. Agency for International Aid and Development (USAID) spent $36 million last
year climate change research;

e The Office of Science and Technology Policy (OSTP) received funds to work with NOAA,
NASA, NSF, USGS, the DOE, and other federal agencies to coordinate the various climate
observations, climate change adaptations, and civil and military environmental observation
systems;*"*

e The Smithsonian spent $7 million on salaries for climate change researchers;

e The Department of Health and Human Services’ (HHS) National Institutes of Health (NIH)
spent $4 million on climate change research;

e The Centers of Disease and Control (CDC) appropriated $7.5 million on environmental
health research on climate change;

e The Department of Transportation (DOT) spent $1 million on climate change research; and

e $13 million was given to the International Panel on Climate Change (IPCC) and the United
Nation’s Framework Convention on Climate Change.*”> The IPCC has come under scrutiny
in recent times as some have questioned the scientific accuracy of its report, claiming that it
contains political bias.*"

Congress should consolidate these various funding programs into a new office dedicated to weather
research within the National Science Foundation (NSF) and reduce overall expenditures for this
research. Within this entity, there would be a division in charge of all climate change research and
serve as one-stop shop for other agencies to address their climate change concerns. Congress would
also reduce annual appropriations to $1 billion for this research as result of eliminating duplicative
and overhead expenses. Streamlining these programs would enable more effective and focused
research. Savings to the government in 2012 would be $1.163 billion, $170 million within NOAA,;
and $11.63 billion over ten years, $1.7 billion within NOAA.

NOAA’s National Marine Fisheries Service (NMFS) funds a variety of programs for the fishing and
aquaculture industries.>”” While most of the NMFS budget is for general science, it also promotes
exports, gives operating assistance, and provides other direct benefits to businesses:

Fisheries Finance Program — This program provides direct government loans for the “cost of
construction or reconstruction of fishing vessels, fisheries facilities, aguacultural facilities and
individual fishing quota in the Northwest Halibut/Sablefish Fishery.”*’® $69 million was obligated
for this program in 2009.%"

Capital Construction Fund Program — This program helps replace or improve their fishing
vessels by enabling fishermen to construct, reconstruct, or acquire fishing vessels with before-tax,

%74 Conference Report to Accompany H.R. 3288: Report 111-366, http://frwebgate.access.gpo.gov/cgi-
bin/getdoc.cgi?dbname=111_cong_reports&docid=f:hr366.111.pdf.

%75 Conference Report to Accompany H.R. 3288: Report 111-366, http://frwebgate.access.qpo.gov/cgi-
bin/getdoc.cgi?dbname=111 cong_reports&docid=f:hr366.111.pdf.

378 Report to Congress, “Federal Climate Change Expenditures Report to Congress,” President Barack Obama, June
2010, http://www.whitehouse.gov/sites/default/files/omb/assets/legislative_reports/FY2011 Climate Change.pdf.
37" National Marine Fisheries Service website, “About Us”, http://www.nmfs.noaa.gov/aboutus.htm.

%8 NOAA Fisheries Office of Management & Budget Website, “Fisheries Finance Program,”
http://www.nmfs.noaa.gov/mb/financial_services/ffp.htm, accessed July 14, 2011.

%79 Catalog of Federal Domestic Assistance, Fisheries Finance Program,
https://www.cfda.gov/index?s=program&mode=form&tab=step1&id=37c280clacf556c255dbal6df4086eb8.
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rather than after-tax dollars.®*® The amount accumulated by deferring tax on fishing income, when
used to help pay for a vessel project amounts an interest-free loan from the Government.*®! Created
in 1936 and used to build up the U.S. marine fleet, this benefit contributed to the overcapitalization
of the U.S. fleet.*®? Consequently, this program is no longer necessary and barely used. This
budget recommends eliminating this program.

National Marine Aquaculture Initiative Sea Grants — This grant program funds research
intended to aid the domestic marine aquaculture industry. It awards funds almost exclusively for
university research on a variety of topics, including offshore aquaculture, recirculating aquaculture
systems, shellfish farming, alternative feeds for aquaculture, and new species research.®®* While the
program has funded some worthwhile efforts, other funding sources exist for similar research,
including USDA’s Cooperative State Research, Education, and Extension Service (CSREES),
well as other NOAA programs such as habitat conservation grants,** U.S. Fish and Wildlife’s
National Fish Hatchery system,**® state and regional funding opportunities and industry-led efforts.
Roughly $10.8 million was appropriated for this program in FY10.**” Eliminating this grant
program would save $10.8 million in 2012 and $120 million over the next decade.*®®

384 as

Fisheries Disaster Assistance — This program provides grants to fishing communities (including
boat owners, operators, crew, and fish processors) that are affected by hurricanes, algae blooms,
fishing restrictions, and other commercial fishery failures.®® Since 1994, federal fishery failures
have been declared on 27 occasions and nearly $827 million in federal funding has been
appropriated for fishery disaster relief ($257 million in 2008).>*® Direct federal financial assistance
has been provided to fishermen and fishing communities in the form of grants, job retraining,
employment, and low interest loans. Assistance has also included fishery data collection, resource
restoration, research, and fishing capacity reduction programs to prevent or lessen the effects of
future disruptions to fisheries.*** In one case, $13.4 million was earmarked by Congress for

%0 NOAA Fisheries Office of Management and Budget, “Capital Construction Fund Program,”
http://www.nmfs.noaa.gov/mb/financial_services/ccf.htm, accessed July 14, 2011.

%81 NOAA Fisheries Office of Management and Budget, “Capital Construction Fund Program,”
http://www.nmfs.noaa.gov/mb/financial_services/ccf.htm, accessed July 14, 2011.

%2 press Release of Sen. Ron Wyden, “Wyden, Murkowski Bill Would Lift Restrictions on Fishermen’s Use of Capital
Construction Accounts,” April 28, 2010, http://wyden.senate.gov/newsroom/press/release/?id=55db7a30-8ecc-4221-
a20f-e03e7bc794b2.

%83 National Oceanic and Atmospheric Administration website, “National Marine Aquaculture Initiative”,
http://aquaculture.noaa.gov/funding/grants.html, accessed July 16, 2011.

%84 CSREES sponsors regional aquaculture centers like the Northeastern Regional Aquaculture Center,
http://www.nrac.umd.edu/

%5 NOAA Habitat Conservation National Marine Fisheries Service, “Northeast Region Funding Opportunities,”
http://www.habitat.noaa.gov/funding/northeast.html, accessed July 14, 2011.

%6 U.S. Fish & Wildlife Service National Fish Hatchery System, “National Fish Hatchery System,”
http://www.fws.gov/fisheries/nfhs/, accessed July 14, 2011.

%7 National Marine Fisheries Service Website, “2010 National Marine Aquaculture Initiative Grants,”
http://aquaculture.noaa.gov/pdf/2010_NMAI_project blurbs_for_website.pdf, accessed July 14, 2011

%8 National Marine Fisheries Service Website, “2010 National Marine Aquaculture Initiative Grants,”
http://aquaculture.noaa.gov/pdf/2010_NMAI_project blurbs_for_website.pdf, accessed July 14, 2011

%89 Office of Sustainable Fisheries, “Fishery Disaster Assistance”, http://www.nmfs.noaa.gov/sfa/sf3/disaster.htm
accessed July 16, 2011.

%0 Congressional Research Service Report: RL34209, “Commercial Fishery Disaster Assistance,” Congressional
Research Service, February 22, 2011, http://www.crs.gov/Pages/Reports.aspx?ProdCode=RL34209# To0c235866209.
%91 Congressional Research Service Report: RL34209, “Commercial Fishery Disaster Assistance,” Congressional
Research Service, February 22, 2011, http://www.crs.gov/Pages/Reports.aspx?ProdCode=RL 34209# To0c235866209.
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fishermen to provide business and health care relief in Massachusetts in 2007 because the previous
Administration wouldn’t approve emergency funds.**?

Fishing Capacity Reduction Program — This program enables federal funds to be used to buy
back vessels and/or fishing permits in order to eliminate overfishing. This program can be enacted
during normal or disaster times.>*® Because of overcapitalization within the American fishing
industry, caused in part by federal incentives such as the Capital Construction Fund program, there
is a need to reduce the fleet in certain areas. As an example, it is likely that a $23.5 million
subsidized loan®* will be awarded for this program for a capacity reduction initiative in Alaska.
This budget recommends eliminating this program.

395

Saltonstall-Kennedy Grant Program — Created in 1954, this program takes a percentage of tariffs
levied on fishery product imports in large part to pay to assist the domestic fishery industry. This
program funds research into aspects of U.S. fisheries,**® such as a continuous study to develop
marketing strategies for Great Lakes cod.**” Recently, the Congressional Research Service found
that NOAA was using these funds to cover operating expenses instead of providing it to businesses.
These funds have also been subject to congressional earmarks, including a $10 million earmark to a
fisheries marketing board chaired by the son of a member of Congress.>**® While some have
questioned the need for taxpayers to subsidize business marketing strategies, this program has been
primarily been used to supplement NOAA funding. This budget recommends using the funds raised
for NOAA only for deficit reduction, resulting in savings of $104.6 million in FY12, and $1.16
billion over ten years.

Many of these programs duplicate the work performed by the others on the list as well as additional
federal programs such as federal Economic Injury Disaster Loans (within the Federal Emergency
Management Agency), which provide working capital at low interest rates to assist in the recovery
of businesses harmed by a disaster.** More importantly, USDA also regulates and subsidizes much
of the aquaculture industry. Under this proposal, NOAA’s commercial programs would be
consolidated within USDA’s Aquaculture program and the disaster assistance program would be
consolidated within FEMA.

%92 “Governor Patrick Announces $13.4 Million in Relief Funds for Fishing Industry,” Governor Deval Patrick,
http://www.mass.gov/?pagel D=gov3pressrelease&L =1&L 0=Home&sid=Agov3&b=pressrelease&f=080509 fishing_in
dustry&csid=Agov3, accessed July 14, 2011.

%% NOAA Fisheries Office of Management & Budget Website, “Fishing Capacity Reduction Programs,”
http://www.nmfs.noaa.gov/mb/financial_services/buyback.htm, accessed July 14, 2011.

%450 CFR Part 600, Docket No. 100825389-1276-01, “Fishing Capacity Reduction Program for the Southeast Alaska
Purse Seine Salmon Fishery,” National Marine Fisheries Service, May 23, 2011,
http://www.nmfs.noaa.gov/mb/financial_services/docs/se_ak purse_seine salmon_buyback pr 05 23 11.pdf.

%95 «Capacity Reduction Program for the Southeast Alaska Purse Seine Salmon Fishery,” Southeast Revitalization
Association, February 2010, http://www.peggywilson.com/wp-content/uploads/2011/02/HB_365-

Capacity Reduction_Summary-SE_Revitalization Assnl.pdf

%% NOAA Fisheries Office of Management & Budget Website, “Saltonstall-Kennedy Grant Program,”
http://www.nmfs.noaa.gov/mb/financial_services/skhome.htm, accessed July 14, 2011.

%7 «“The Saltonstall-Kennedy Grant: Fisheries Research and Development,” Department of Commerce National Oceanic
and Atmospheric Administration National Marine Fisheries Service, August 1, 2008,
http://www.nmfs.noaa.gov/mb/financial_services/skpdfs/s-k_annual report08.pdf.

38 Gaines, Richard, “Report: Congress ate away at seafood promo dollars,” Gloucester Times, March 29, 2011,
http://www.gloucestertimes.com/local/x106231105/Report-Congress-ate-away-at-seafood-promo-dollars.

%9 Small Business Administration Website, “Disaster Loans,”
http://www.sba.gov/financialassistance/borrowers/quaranteed/dalp/index.html, accessed July 14, 2011.
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Other programs funded by NMFS include:

Pacific Coast Salmon Recovery Fund (PCSRF) — This program, established by Congress in fiscal
year 2000, provides nearly $70 million a year to select state governments to protect, restore, and
conserve Pacific salmon and steelhead populations.*® It was highlighted as duplicative by the
President in his 2011 State of the Union address as the U.S. Fish and Wildlife Service within DOI
also operates a program to protect endangered species of salmon.*®* This budget recommends
consolidating this program with duplicative efforts and reducing appropriations by $40 million in
fiscal year 2012, and $444 million over ten years.

Habitat Restoration — Several NMFS programs in this category are aimed at improving the
conditions of coastal and marine habitat to ensure its health and sustainability. These efforts foster
clean coastal waters and rebuild productive commercial and recreational fisheries, recover protected
species, support tourism worth billions of dollars annually, and protect coastal communities from
storms and flooding.“%? In 2010, $202 million was appropriated for this function.*®®

Law Enforcement — NOAA’s Office of Law Enforcement enforces environmental and fishing laws
aimed at conserving and protecting marine resources and their natural habitat. This includes
protecting fish stocks from depletion and marine mammals from extinction.*** In FY10, $107
million was appropriated for this function.*®

%00 2010 Report to Congress, “Pacific Coastal Salmon Recovery Fund FY 2000-20009,” NOAA Fisheries Service,
http://www.nwr.noaa.gov/Salmon-Recovery-Planning/PCSRF/upload/PCSRF-Rpt-2010.pdf.

“01U.S. Fish & Wildlife Service Website, “What is the U.S. Fish and Wildlife Service doing about salmon?”
http://www.fws.gov/salmonofthewest/fws.htm, accessed July 14, 2011.

“02 National Oceanic and Atmospheric Administration Website, “Habitat Conservation: About Us,”
http://www.habitat.noaa.gov/aboutus/index.html, accessed July 14, 2011.

“03 CRS Report: R41613, “Fishery, Aquaculture, and Marine Mammal Issues in the 112" Congress,” Congressional
Research Service, July 1, 2011,

http://www.crs.gov/pages/Reports.aspx?PRODCODE=R41613&Source=search# T0c297297665.

%04 National Oceanic and Atmospheric Administration Office of Law Enforcement, “Top Stories,”
http://www.nmfs.noaa.gov/ole/, accessed July 14, 2011.

“05 CRS Report: R41613, “Fishery, Aquaculture, and Marine Mammal Issues in the 112" Congress,” Congressional
Research Service, July 1, 2011,

http://www.crs.gov/pages/Reports.aspx?PRODCODE=R41613&Source=search# T0c297297665.
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While more than $5 million in NOAA funds have been awarded since FY2000 to the National Aquarium Institute, which administers
the National Aquarium housed at the Herbert Hoover, NOAA does not manage the aquarium.

Consolidating NOAA programs with existing programs already in place at DOI, USDA, NASA,
FEMA and a national research agency would lead to a reduction in overhead costs and increased
efficiency and effectiveness. As a result of consolidation and other reforms eliminating duplicative
and low priority spending taxpayers will save more than $1.168 billion in 2012 and $11.68 billion
over ten years within DOC.

Total Estimated Savings at NOAA: $11.68 billion

International Trade Administration & Bureau of Industry and Security

The International Trade Administration (ITA) seeks to develop the export potential of U.S. firms
and to improve the trade performance of U.S. industry.*®® The Bureau of Industry and Security
(BIS) enforces U.S. export laws consistent with national security, foreign policy, and short-supply
objectives.*”’

These two agencies comprise approximately seven percent of DOC’s budget. There are, however,
numerous trade-related federal programs in several different federal agencies that overlap with its
functions. Transferring these programs, including ITA and BIS to the U.S. Trade Representative
(USTR) would enable a unified, pro-export approach that is more helpful for American businesses
while also reducing overhead expenses.

The Obama Administration and the Center for American Progress have both endorsed similar
recommendations to consolidate the various trade-related programs as well as for streamlining their
administration.*®® President Obama also announced his National Export Initiative (NEI) in his 2010

4% International Trade Administration, “About ITA”, http://trade.gov/about.asp.

“7 Bureau of Industry and Security, “About Us”, http://www.bis.doc.gov/about/index.htm.

“%8 Center for American Progress, A Focus on Competitiveness: Restructuring Policymaking for Results, December 1,
2010, http://www.americanprogress.org/issues/2010/12/focus_on_competitiveness.html.
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State of the Union address (formalized by Executive Order 13534), which seeks to double U.S.
exports by 2015 to help generate 2 million new U.S. jobs.*%°

Consolidating all of the following programs under one agency and removing restrictions on what
type of businesses are eligible for assistance would remove special interest provisions within these
current programs and ensure businesses looking to expand to foreign markets know where to go for
assistance. Consolidating programs would also enable more funds to be spent on trade enforcement
—a major need for many businesses already serving foreign markets.

The following programs would be consolidated into a single entity that focuses entirely on
coordinating trade policy, coordinating trade enforcement and dispute resolution, expanding market
access for U.S. businesses through trade promotion, market research and other methods:

1. The Office of the U.S. Trade Representative (USTR), receives about $50 million a year to
develop and coordinate trade policy, resolve disagreements, oversee negotiations with other
countries, and frame issues for presidential decision.*® USTR also seeks to expand market
access for American goods and services, oversee trade infringements (including WTO and IPO
issues). USTR includes an Office of Economic Affairs, which supports trade negotiating and
related activities with economic statistical and analytical inputs, and an Office of Market Access
and Industrial Competitiveness (MAIC), which seeks to remove trade barriers through
enforcement and other measures.

2. Many of the same tasks are also performed by the International Trade Administration (ITA).
This $447 million agency is known as the primary trade promotion agency.*** As mentioned
earlier, ITA’s mission is to create prosperity by strengthening the competitiveness of U.S.
industry, promoting trade and investment, and ensuring fair trade and compliance with trade
laws and agreements.*? Within ITA, there is the Manufacturing and Services (MAS) office
which is “dedicated to enhancing the global competitiveness of U.S. industry, expanding its
market access, and increasing its exports.”*** ITA also has the U.S. Commercial Service, which
promotes trade/exports through its trade specialists in 107 U.S. cities and in more than 80
countries by helping companies access global markets. This help includes market research and
counseling through the export process.*** ITA even has an Import Administration to enforce
trade laws to prevent “unfair foreign pricing and government subsidies.”*"

“% International Trade Administration website, “National Export Initiative Looks to Increase Exports and Create
Jobs”, http://trade.gov/press/publications/newsletters/ita_0210/nei_0210.asp accessed July 16, 2011.
M0 USTR website, “About Us”, http://www.ustr.gov/about-us.
1 president’s FY 2012 Budget request for the Department of Commerce,
http://www.whitehouse.gov/sites/default/files/omb/budget/fy2012/assets/com.pdf.
2 International Trade Administration, “About ITA”, http://trade.gov/about.asp.
3 International Trade Administration Website, “Manufacturing and Services,” http://www.trade.gov/mas/index.asp,
accessed July 14, 2011.
4 |nternational Trade Administration Website, “U.S. Commercial Service,” http://www.trade.gov/cs/, accessed July 14,
2011.
“13 International Trade Administration Website, “Import Administration,” http://trade.gov/ia/, accessed July 14, 2011.
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3. USDA’s Foreign Agricultural Service (FAS), “works to improve foreign market access for U.S.
products, build new markets, [and] improve the competitive position of U.S. agriculture in the
global marketplace”*'® among other things, and received $180 million in 2010.

4. UDSA’s Market Access Program (MAP) uses funds from the Commodity Credit Corporation to
help U.S. producers, exporters, private companies, and other trade organizations finance
promotional activities for U.S. agricultural products. Activities financed include consumer
promotions, market research, technical assistance, and trade servicing.*” This program was
funded at $200 million for FY10. **® President Obama suggested in his FY2011 budget reducing
funding for MAP because “it overlaps with other Department of Agriculture trade promotion
programs and its economic impact is unclear.”**?

5. In the Small Business Jobs Act (P.L. 111-240) last year, a new trade promotion office was
created within Small Business Administration. The Office of International Trade’s mission is to
enhance the ability of small businesses to compete in the global marketplace.*® Additionally, a
three-year trade and export promotion pilot program, known as the State Trade and Export
Promotion (STEP) Grant Program, to make grants to carry out export programs that assist
eligible small business concerns was created.*! More than $30 million is appropriated annually
for these programs for the next two years.

6. As mentioned earlier, BIS’s mission is to advance U.S. national security, foreign policy, and
economic objectives by ensuring an effective export control and treaty compliance system and
promotigg continued U.S. strategic technology leadership.*?? It received $100 million in
FY10.*

7. The Export-Import Bank provides direct loans, guarantees, and insurance to help finance U.S.
exports when the private sector is unable or unwilling to do so, with the goal of contributing to
U.S. employment.*** Congress, as part of its legislative responsibilities, approves annual
funding for an upper limit on the Export-Import Bank’s administrative and program expenses.
While this entity is intended to be self-sustaining, using offsetting collections generated from
fees charged for their services and other sources to operate, it relies on the government’s
backing to insure its loans. The Export-Import Bank has put taxpayers at risk of having to pay

“8 USDA Foreign Agricultural Service Website, “About the Foreign Agricultural Service,”
http://www.fas.usda.gov/aboutfas.asp, accessed July 14, 2011.

T USDA Foreign Agricultural Service Website, “Market Access Program (MAP),”
http://www.fas.usda.gov/mos/programs/map.asp, accessed July 14, 2011.

418 Terminations, Reductions, and Savings: Budget of the U.S. Government Fiscal Year 2011,” President Barack
Obama, http://www.whitehouse.gov/sites/default/files/omb/budget/fy2011/assets/trs.pdf.

“9 Terminations, Reductions, and Savings: Budget of the U.S. Government Fiscal Year 2011,” President Barack
Obama, http://www.whitehouse.gov/sites/default/files/omb/budget/fy2011/assets/trs.pdf.

%20 Small Business Administration Website,” Office of International Trade,” http://www.sba.gov/about-offices-
content/1/2889, accessed July 14, 2011.

21 Grants.Gov Website, “Office of International Trade — Small Business Jobs Act of 2010,”
http://www.grants.gov/search/search.do?mode=VIEW&oppld=75293, accessed July 14, 2011.

%22 Bureau of Industry and Security U.S. Department of Commerce Website, “About the Bureau of Industry and
Security,” http://www.bis.doc.gov/about/index.htm, accessed July 14, 2011.

%23 president’s FY 2012 Budget request for the Department of Commerce,
http://www.whitehouse.gov/sites/default/files/omb/budget/fy2012/assets/com.pdf.

“24 The Export-Import Bank website, http://www.exim.gov/about/index.cfm.
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off tens of billions of dollars in debt should some of their investments default.*”® The Export-
Import Bank claims to fund only “credit and country risks that the private sector is unable or
unwilling to accept,”*?° yet, taxpayers are not supposed to be concerned that some of these
investments will default.

8. The Overseas Private Investment Corporation (OPIC) provides political risk insurance and
finance to support U.S. investment in developing countries.*” OPIC is also self-sustaining,
using offsetting collections generated from fees charged for their services and other sources to
operate, while relying on the federal government to back its loan guarantees. Congress, as part
of its legislative responsibilities, approves an annual appropriation that sets an upper limit on
OPIC’s administrative and program expenses.

9. The United States Trade and Development Agency (USTDA) is an independent federal agency
intended to help spur economic growth in developing countries by facilitating the export of U.S.
goods and services to those countries. “?® It funds project planning activities, pilot projects, and
reverse trade missions (e.g. paying for foreign procurement officials to visit the U.S. to
encourage them to contract with U.S. companies)*?® in an attempt to increase exports while
creating sustainable economic growth in emerging markets.*** USTDA also provides grant
funding to overseas project sponsors for the planning of projects that support the development
of modern infrastructure and an open trading system. USTDA also works with industry trade
associations and private industry to expand sales opportunities overseas. This agency is
duplicative of other independent agencies, U.S. foreign aid efforts, and private venture
capitalism and investment. This entity received $55.2 million in 2010.

Under the most recent appropriations, more than $1 billion is appropriated for these trade/export
assistance programs across 6 different federal entities annually. By consolidating these programs
and concentrating federal efforts on trade policy development, trade enforcement and dispute
resolution and trade promotion, businesses would benefit. This proposal also recommends
eliminating government-backing and funding for the Export-Import bank, OPIC, and USTDA,
resulting in additional savings of at least $55 million 2012 and $552 million over ten years.

%25 James, Sallie, “Time to X Out the Ex-Im Bank,” The CATO Institute, July 6, 2011,
http://www.cato.org/pubs/tpa/tpa-047.pdf.

“26 Export-Import Bank of the United States Website, “Mission,” http://www.exim.gov/about/mission.cfm, accessed
July 14, 2011.

T Overseas Private Investment Corporation , “Doing Business with Us”, http://www.opic.gov/doing-business-us.
%28 United States Trade and Development Agency Website, “USTDA At-a-Glance,”
http://www.ustda.gov/about/ataglance.asp, accessed July 16, 2011.

%29 United States Trade and Development Agency Website, “USTDA At-a-Glance,”
http://www.ustda.gov/about/ataglance.asp, accessed July 14, 2011.

“%0 United States Trade and Development Agency Website, “USTDA At-a-Glance,”
http://www.ustda.gov/about/ataglance.asp, accessed July 14, 2011.



http://www.cato.org/pubs/tpa/tpa-047.pdf
http://www.exim.gov/about/mission.cfm
http://www.opic.gov/doing-business-us
http://www.ustda.gov/about/ataglance.asp
http://www.ustda.gov/about/ataglance.asp
http://www.ustda.gov/about/ataglance.asp

BACK IN BLACK | 96

If taxpayers are to fund federal programs on trade promotion for American businesses, they should
at least be protected from funding a fragmented, wasteful approach that prioritizes special interest
groups and isn’t readily accessible to the average businessman. This proposal aims to achieve this

goal and save $455.2 million in FY12 and $4.552 billion over ten years. Within DOC, $221.3
million would be saved in 2012 and $2.46 billion over ten years.
Total Ten-Year Savings Within ITA and BIS: $2.64 billion

Economic and Statistics Administration & Bureau of the Census

The Economic and Statistics Administration (ESA) provides information on the state of the
economy and analytical support to department officials in meeting their policy responsibilities. The
Bureau of the Census, within ESA, collects, compiles, and publishes a broad range of economic,
demographic, and social data. These two entities typically make up 16.5 percent of the total DOC
budget.

The U.S. Census Bureau has one of the oldest missions in our nation’s history: conducting the once-
a-decade population count that is used to apportion the House of Representatives. While this is by
far its most prominent function, the agency also boasts being the world’s largest statistical agency.
As such, its goals extend far beyond the decennial census and are: “to provide timely, relevant, and
accurate current and benchmark measures of the U.S. population, economy, and governments in
order to facilitate this mission.”**!

The nature of the Census Bureau’s work means that its budget is highly cyclical, rising steadily
throughout a given decade, and then falling sharply following the decennial census. In recent years,
however, annual budgets for the Census have remained close to $1 billion, with $1.15 billion in
funding provided for FY2011.**> Much of this money goes toward planning for the decennial, but
significant portions remain for the bureau’s many other programs as well.

Some of the other programs include the American Community Survey, the Census of Governments,
the Economic Census, the Population and Housing Census, 35 different demographic surveys,*?
and dozens of economic surveys.*** After the decennial, the next most expensive survey the bureau
conducts is the American Community Survey (ACS), costing taxpayers approximately $247.5
million per year.**®

Statisticians and marketing executives are quick to praise the surveys for the data they provide, but
many Americans feel uncomfortable with the intrusiveness of the agency’s compulsory

431 “Budget Estimates, Fiscal Year 2012, As Presented to Congress,” U.S. Census Bureau, February 2011,
http://www.osec.doc.gov/bmi/budget/12CJ/Census_Bureau FY 2012 Congressional_Submission.pdf.

32 CRS Report: 41721, “Commerce, Justice Science, and Related Agencies: FY2012 Appropriations,” Congressional
Research Service, May 12, 2011, http://www.crs.gov/pages/Reports.aspx?PRODCODE=R41721&Source=search.
%8 «Survey Abstracts,” U.S. Census Bureau Demographic Surveys Division, March 2010,
http://www.census.gov/aboutus/surveyabstracts.pdf.

#4U.S. Census Bureau Website, “Review of Economic Statistical Programs,”
http://www.census.gov/econ/overview/#multisector, accessed July 12, 2011.

% U.S. Census Bureau, “Budget Estimates, Fiscal Year 2012, As Presented to Congress,” February 2011,
http://www.osec.doc.gov/bmi/budget/12CJ/Census_Bureau FY 2012 Congressional_Submission.pdf.
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questionnaires, especially the ACS.**® Concern about personal privacy is such a frequent
complaint, in fact, that the bureau established a webpage dedicated to explaining in detail “why we
ask” each ACS question.*®” A sample of the questions include details on an individual’s marital
status, health insurance coverage, mortgage or rent amount, and even whether a person has “serious
difficulty walking or climbing stairs” or “dressing or bathing.”**® Failure to answer even a single
question, results in aggressive follow-up from the agency and a possible $5,000 fine.

One of the biggest problems facing the Census Bureau is poor financial management, which has led
in recent years to billions of dollars being wasted. The cost of the 2010 Census was the highest in
history, topping out at $14.7 billion, more than twice the $6.5 billion cost in 2000. Agency officials
are already estimating that the 2020 Census will cost as much as $30 billion to complete.*** As the
following chart illustrates, whereas in 2000 it cost upwards of $70 to count each household, it will
cost at least $181 in 2020.

The Context

The rising costs of the
2010 Census were
largely driven by three
factors: (1) declining
self-response rates $140.00
requiring the hiring of a $120.00
large field staff, (2)
paper-based and labor-
intensive methods
requiring a large field SR

infrastructure, and (3)

substantial investments

in major, national

updating of the address 1970 1980 1930 2000
frame just prior to the
enumeration (2009).

$160.00

5100.00

$80.00

2010 (estd) 2020 (proj)

Census Cost per Housing Unit (2010%)

(Projected cost for 2020 assumes no change in design
and past patterns st growth; it also includes the
costs for American Community Survey.)

Source: U.S. Census Bureau

Much of the cost increase is the fault of the agency’s poor planning, according to the inspector
general. In its final report on the 2010 Census, the 1G attributed the high cost to “to escalating IT

% 01G-11-0303-1, “Census 2010: Final Report to Congress,” U.S. Department of Commerce, Office of Inspector
General, Census Bureau, June 27, 2011, www.oig.doc.gov/OIGPublications/OlG-11-030-1.pdf.

7 U.S. Census Bureau American Community Survey Website, “Questions on the form and why we ask,”
http://www.census.gov/acs/wwwi/about the survey/questions_and_why we ask/, accessed July 12, 2011.

%8 U.S. Census Bureau Website, Sample form of the American Community Survey for 2011,
http://www.census.gov/acs/www/Downloads/questionnaires/2011/Quest11.pdf.

9 01G-11-0303-1, “Census 2010: Final Report to Congress,” U.S. Department of Commerce, Office of Inspector
General, Census Bureau, June 27, 2011, www.oig.doc.gov/OlGPublications/O1G-11-030-1.pdf.
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costs and major flaws in the bureau’s cost assumptions.” **® The “escalating IT costs” were largely

attributable to bad decision-making at the Census Bureau. Despite the fact that warning signs arose
early and oversight bodies issued sound advice for correction, the advice was both spurned and
ignored, leading to an out-of-control cost spiral.

At a Senate hearing in June 2006, the director of the Census, Louis Kincannon, engaged in the
following back-and-forth, now in hindsight a sad demonstration of the agency’s unpreparedness:

Senator Coburn. What happens if they do not work? What is your plan B?

Mr. Kincannon. They will work. They have worked. You might as well ask me what
happens if the Postal Service refuses to deliver the census forms.

Senator Coburn. | am not asking it facetiously. | am asking you what happens if there is a
computer glitch and these handheld devices do not work? What is the plan B?

Mr. Kincannon. The computer devices have been tested and proven to work.

Senator Coburn. All I want you to do is answer my question. What if they do not work?
Mr. Kincannon. We have a big problem then.

Senator Coburn. So are you going to have to hire more people to do the non-response?
Mr. Kincannon. | do not believe that condition will obtain, so | do not--

Senator Coburn. So there is no planning. So, as we have talked about planning for what-ifs
and-

Mr. Kincannon. We could hire more people. Yes, we could hire more people, sir.

Senator Coburn. Is it not true that GAO has said that this handheld device is a huge risk in
their testimony?

Mr. Kincannon. | do not know the precise formulation of words, but they say there is a risk
associated with using handhelds.

Senator Coburn. So your testimony to me is that there is no alternative plan if that does not
work?

Mr. Kincannon. We have no reason to believe that there is any systematic risk in all the
handhelds. That system will work.

Senator Coburn. Your testimony today is if that does not work — if GAQ's concerns happen
to be borne out — there is no alternative plan if it does not work?

Mr. Kincannon. We would have to hire more people to conduct traditional pencil and paper
non-response follow-up.

Senator Coburn. As we did in 2000?

Mr. Kincannon. Yes, and 1940.%*

For the 2010 Census, officials hoped that technology would be the answer to bringing costs down,

both through putting the survey online and by modernizing the door-to-door experience. Problems
quickly developed, however, and largely centered on a $600 million contract awarded to the Harris
Corporation for developing handheld computers for use in collecting information door-to-door. It

was this same contract that the Director of the Census repeatedly told Congress was the “key to

#0 01G-11-0303-1, “Census 2010: Final Report to Congress,” Office of Inspector General, Census Bureau, June 27,
2011, www.oig.doc.gov/OlGPublications/O1G-11-030-1.pdf.

“! Transcript of a hearing of the Senate Subcommittee on Federal Financial Management, Government Information and
International Security, $11 Billion and Counting: The 2010 Census, June 6, 2006.
http://coburn.senate.gov/ffm/index.cfm?FuseAction=Files.View&FileStore id=87b412f7-alba-40ca-bfb0-
be42414026¢c3
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leveraging technology to improve the quality of Census results and to control the costs.”*** Finally
moving beyond pen and paper, one former Director of the Census Bureau called the modernization
effort a “significant improvement” over the way data had been collected in the past.**

In the process, a second contract was awarded to Lockheed Martin for, among other things, the
development of the online system.*** Mismanagement forced the Census Bureau to abandon both
the Internet (March 2006) and the handheld computers (April 2008)** as a means of collecting data,
despite earlier assurances that such action was unlikely. In place of technology, the Bureau decided
to revert back to an entirely paper-based system — exactly the same way census data was collected
200 years ago. According to the Census Bureau, the reason for abandoning technology and
reverting to paper was its own failure to communicate what it wanted to the contractors.**°

According to the Government Accountability Office (GAO), the Census Bureau was warned
repeatedly that problems would mount if it failed to define what it wanted the contractor to do.
Instead of taking action, the Bureau kept changing its mind about what it wanted. As late as
January 16, 2008 — nearly two years after the contract was awarded — the Census Bureau made 400
changes to the contract for handheld computers.**®

447

Poor management by the Bureau has diminished the role that technology played in the 2010 census
to the point of embarrassment. Americans ultimately took their Census by paper at the same time
that more than 100 million people filed their federal taxes online.**® Even as of 2008 the Pew
Internet and American Life Project reported that 75 percent of all adults were actively online. That
percentage increased to between 85-90 percent for adults under the age of 50.

The impact of abandoning technology in the 2010 Census was a $3 billion overrun.**® This brought
the total price tag of the 2010 Census to roughly $14.7 billion — more than double the cost of the
2000 census.

With the recent completion of the 2010 Census, though, many of the same problems remain. An
April 2011 GAO report, while finding that some problems had been addressed, warned that “while

#2 K incannon, Louis, “Testimony before the House Subcommittee on Information Policy, Census and National

Archives in a hearing titled 4 Review of the Census Bureau’s Risk Management Activities for IT Acquisitions,”
December 11, 2007.

3 Kincannon, Louis, “Testimony before the Subcommittee on Federal Financial Management, Government
Information and International Security in hearing titled Offline and Off Budget: The High Cost of Low-Tech Counting,”
June 6, 2006, http://hsgac.senate.gov/public/ files/060606Kincannon.pdf.

#4U.S. Census Bureau Website, “2010 Decennial Response Integration System (DRIS) Contract,” October 5, 2005,
http://www.census.gov/procur/www/2010dris/index.html.

45 Secretary Carlos Gutierrez, “Testimony before the Committee on Homeland Security and Governmental Affairs,”
April 15, 2008, http://hsgac.senate.gov/public/_files/041508Gutierrez.pdf.

“° Secretary Carlos Gutierrez, “Testimony before the Committee on Homeland Security and Governmental Affairs,”
April 15, 2008, http://hsgac.senate.gov/public/_files/041508Gutierrez.pdf.

" GAO-08-685T, “2010 Census: Census at Critical Juncture for Implementing Risk Reduction Strategies,”
Government Accountability Office, April 15, 2008, http://www.gao.gov/new.items/d08685t.pdf.

8 Nagesh, Gautham, “Census Bureau facing huge cost increase, possible delays in 2010 effort,” Government
Executive, March 5, 2008, http://www.govexec.com/dailyfed/0308/030508n1.htm.

*9 Internal Revenue Service Website, “Information for e-file,” http://www.irs.gov/efile/, accessed July 14, 2011.

450 Nagesh, Gautham, “Mismanagement, Not Technology, Caused Census Handheld Trouble, Auditors Say,”
Government Executive, April 9, 2008.

http://governmentexecutive.com/story page.cfm?filepath=/dailyfed/0408/040908n1.htm.
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2020 might seem distant, several issues suggest that it is not too early for stakeholders to start

considering the improvements necessary to make the next national headcount as cost-effective as
. 55451

possible.

In light of these issues, this proposal recommends the following:

Spin Off the Census Bureau as an Independent Agency. In 1902, President Theodore Roosevelt
oversaw the opening of the independent Census Bureau.**? While it was eventually moved
underneath of the modern Commerce Department, it should once again be made independent,
answerable directly to the President. At the same times, across the federal government there are
dozens of statistical programs in various different agencies. This proposal seeks to consolidate ESA
and the Census with the Bureau of Labor Statistics and other Statistical agencies into one “Census”
department in charge of collecting all and dispensing all statistical information for the federal
government. Consolidating these statistical entities should enable a cut of at least 20 percent in
reduced administrative and duplication costs and promote more effective gathering and utilization
of statistics across the federal government and for Americans. Estimated savings government-wide
would be 20 percent of total spending on statistical agencies and departments and $199.4 million
within DOC in FY12, $1.994 billion over ten years.

Conduct the 2020 Census Online. The Census Bureau should develop the means of conducting its
2020 decennial census online. In its final report on lessons learned from the 2010 Census, the
inspector general stated, “By not using the Internet and administrative records as key decennial data
collection methods for 2010, the Census Bureau turned aside promising cost reductions and data
quality improvements. Cost savings from Internet use could potentially have accrued from reducing
paperwork and associated data capture costs—for the 2010 decennial, the bureau processed over
164 million paper forms—and less expensive field work, with a smaller temporary work force.
Quality could likely have improved through easier access to foreign-language Internet
questionnaires and automated checks of census responses for consistency and completeness.
While cost estimates vary, the reduction in paper, office space and staff required for a paper-based
census has previously resulted in savings of $1.3 billion.** The estimated ten-year savings for
implementing this reform is $2 billion.

59453

Put the American Community Survey Online and Make it Voluntary. The American Community
Survey should be put online and should no longer be considered compulsory. Significant savings
could be achieved, as with the decennial, in putting the survey online and drastically reducing its
need for paper. In fiscal year 2011, the ACS received $247.5 million.*> Making these reforms
would save an estimated 20 percent in administrative cost, or $50 million in FY12, and $500
million over ten years.

These reforms would save American taxpayers $449.4 million in FY 10 and $4.494 billion over ten
years within DOC and millions more across all agencies.

1 GAO-1-496T, “2010 Census: Preliminary Lessons Learned Highlight the Need for Fundamental Reforms,”
Government Accountability Office, April 6, 2011, http://www.gao.gov/new.items/d11496t.pdf.

2 1J.S, Census Bureau website, “History”, http://www.census.gov/history/www/census_then_now/1902_census_act/.
% 01G-11-0303-1, “Census 2010: Final Report to Congress,” U.S. Department of Commerce, Office of Inspector
General, Census Bureau, June 27, 2011, www.oig.doc.gov/OIGPublications/O1G-11-030-1.pdf.

%54 |_etter from Census Director Louis Kincannon to Sen. Tom Coburn, August 31, 2006.

%55 http://www.osec.doc.gov/bmi/budget/12CJ/Census_Bureau_FY 2012 _Congressional_Submission.pdf.
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Estimated Ten-Year Savings Within ESA: $4.49 billion

United States Patent and Trademark Office

The United States Patent and Trademark Office (USPTO) examines and approves applications for
patents claimed for inventions and registration of trademarks.**® It operates as a self-sustaining
entity, relying on application fees to fund its operation. Because the operations of USPTO are
already highly independent of the Commerce Department, it is not necessary that it remain under
DOC. Instead, it should become a separate, self-sustaining entity with continued Congressional
oversight.

The two major operational problems at the USPTO are 1) the growing number of unexamined
patent applications, or “backlog,” and 2) the increased time it takes for a an examiner t0 review a
patent application, or “pendency.” Currently, the USPTO has a backlog of over 706,000
applications waiting for a patent examiner to take his first action. In addition, total overall
pendency (from filing to final action) is approximately 33 months.”>” One of the primary reasons
for these long waiting periods is lack of resources at the PTO. Since 1992, Congress has expended
revenue collected from patent application fees and spent it on unrelated government purposes. In
total $800 million has been siphoned away from USPTO for unrelated federal spending.*®

One of the keys to patent reform is allowing the USPTO to keep all of its fees in order to effectively
budget for its operations. The Senate recently passed the America Invents Act, which contained a
provision that would allow the USPTO to retain and use its application fees to address these
problems immediately. **° Because USPTO will be able to keep their fees, no additional
Congressional appropriations will be necessary for USPTO. Additionally, addressing the delay in
application review and low-quality patents will increase technological and economic development.

National Telecommunications and Information Administration

National Telecommunications and Information Administration (NTI1A) advises the President on domestic
and international communications policy, manages the federal government's use of the radio
frequency spectrum, and performs research in telecommunications sciences.*® NTIA historically
makeﬁetfp less than one percent of the DOC budget and received $40 million in appropriations in
2010.

Half of NTIA’s annual budget goes to the Public Telecom Facilities Grant Program (PTFP). PTFP
is intended to help public broadcasting stations, state and local governments, Indian Tribes, and
nonprofit organizations construct telecom facilities. Since 2000, this grant program has primarily

%8 United States Patent and Trademark Office, “About Us”, http://www.uspto.gov/about/index.jsp

7 United States Patent and Trademark Office Website, “Data Visualization Center Patents Dashboard,”
http://www.uspto.gov/dashboards/patents/main.dashxml, accessed June 10, 2011.

%8 Scott Shane, Bloomberg Businessweek, “Let the Patent Office Keep Its Money”, July 5, 2011.
http://www.businessweek.com/small-business/let-the-patent-office-keep-its-money-07052011.html

“9 America Invents Act, S. 23, 112" Cong. § 20 (2011)

0 National Telecommunications and Information Administration, http://www.ntia.doc.gov/

%01 president’s FY2012 Budget request for the Department of Commerce,
http://www.whitehouse.gov/sites/default/files/omb/budget/fy2012/assets/com.pdf.
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funded public television stations’ conversion to digital broadcasting. The President has twice*®
recommended eliminating PTFP because its primary purpose has become obsolete and funding
public broadcasting would be duplicative.*®® In FY2010, PTFP received $20 million in
appropriations anyway.** NTIA and USDA’s Rural Development agency were recently both
tasked with administering the same $8 billion broadband grant program. This program was
authorized in the stimulus and was panned by critics as potential “cyberbridge to nowhere”*® and
“Broadband to Nowhere.”*®® While this program is expiring, this budget recommends transferring
the remaining programs within NTIA and USDA Rural Development’s Telecommunications Loans
and Grants programs (which received $28.96 million for its Rural Broadband Access Loan and
Loan Guarantee Program and $17.976 million for the Community Connect Grant Program,*” and
$37.755 million for the telemedicine and distance learning grants and loans*®®) to the Federal
Communications Commission (FCC), which is focused on regulating and promoting
telecommunications development.*®® Including the recommended program cut, these reforms
would result in savings of $41 million in FY12, $24 million within DOC. Over ten years these
reforms would save taxpayers $455 million and $266.4 million within DOC.

Estimated Ten-Year Savings Within NTIA: $266.4 million

National Institute of Standards and Technology

The National Institute of Standards and Technology (NIST) was created in 1988 to increase the
competitiveness of the U.S. industry. It is comprised of various research programs as well as two
commercial welfare programs supporting business development and high-risk research. NIST
makes up approximately 10 percent of funding in DOC and received $856.6 million in 2010.%

Two programs within NIST that would be eliminated are the Hollings Manufacturing Extension
Partnership Program (HMEP) and the Technology Innovation Program (TIP). Both programs
provide subsidies to businesses that do not require public assistance to compete in the marketplace.
HMEP, through non-profit extension centers throughout America, provides consulting services for
manufacturers. According to its website, “As a result [of MEP’s consulting], our clients achieve
higher profits, save time and money, invest in physical and human capital, and create and

%62 «“Terminations, Reductions, and Savings: Budget of the U.S. Government Fiscal Year 2010,” President Barack
Obama, http://www.whitehouse.gov/sites/default/files/omb/budget/fy2010/assets/trs.pdf.

463 «“Terminations, Reductions, and Savings: Budget of the U.S. Government Fiscal Year 2011,” President Barack
Obama, http://www.whitehouse.gov/sites/default/files/omb/budget/fy2011/assets/trs.pdf.

%4 Terminations, Reductions, and Savings: Budget of the U.S. Government Fiscal Year 2010,” President Barack
Obama, http://www.whitehouse.gov/sites/default/files/omb/budget/fy2010/assets/trs.pdf.

5 David M. Herzenhorn, “Internet Money in Fiscal Plan: Wise or Waste?,” February 3, 2009, New York Times,
http://www.nytimes.com/2009/02/03/us/politics/03broadband.html? _r=2&ref=todayspaper

“¢L. Gordon Crovitz, “Congress Approves Broadband to Nowhere: Why the U.S. lags in Internet speed.” February 1,
2009, The Wall Street Journal, http://online.wsj.com/article/SB123353476246637693.html?mod=todays_us_opinion.
“®7 CRS Report: RL33816, “Broadband Loan and Grant Programs in the USDA’s Rural Utilities Service,”
Congressional Research Service, June 17, 2011,
http://www.crs.gov/pages/Reports.aspx?PRODCODE=RL33816&Source=search# T0c296334686.

“%8 Congressional Research Service e-mail to the Office of Senator Tom Coburn, July 12, 2011.

%% Federal Communications Commission Website, “What We Do,” http://www.fcc.gov/what-we-do, accessed July 14,
2011.
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retain thousands of jobs.”*"* While these services are also offered through private consulting
firms, entities can get the same services for free as a result of HMEP and federal taxpayers.

In 2007, the Office of Management and Budget found that “the program only serves a small
percentage of small manufacturers each year”*’? and that one-fifth of all companies aided by HMEP
had more than 250 employees. HMEP centers were intended to become self-sustaining but have
received a steady stream of federal funding topping $1.5 billion. The Office of Management and
Budget (OMB) also found that survey results from the Modernization Forum indicate that about
half of the partnership’s clients believe the services they obtained from HMEP are available other
places, although at a higher cost.”*”® The Congressional Budget Office lists this termination as a
potential source of savings for taxpayers.*™ This program received $125 million in the
Appropriations Bill for FY2010.*” It also duplicates the Small Business Development Centers
(SBDC’s), which are meant to service small businesses in achieving economic success with
consulting advice they may not be able to afford.*"®

TIP, formerly known as the Advanced Technology Program (ATP), is a grant program that funds
“high-risk, high-reward research in areas of critical national need.”’" Funding is awarded to both
commercial and non-profit private entities.*”® Entities receiving funds often have been unable to
attract private sources of funding, raising questions about the appropriateness of putting public
capital at risk for the same projects. ATP assisted dozens of Fortune 500 companies, including
hundreds of millions in funding to IBM, General Electric, General Motors, 3M, and Motorola, and
others.*”® Once it was discovered, Congress changed the program’s name. In total, $2.87 billion
has been appropriated for ATP and TIP, including $69.9 million in 2010. While TIP is not
supposed to fund these large companies, it still subsidizes corporate research and duplicates private
venture capitalism funding. An analysis by the Office of Management and Budget in 2007
concluded that “there is little need for” this program.*®® TIP is also duplicative of:

47! National Institute of Standards and Technology, Hollings Manufacturing Extension Partnership Website, “About the
Manufacturing Extension Partnership,” http://www.nist.gov/mep/about.cfm, accessed on July 14, 2011.

472 ExpectMore.gov, “Program Assessment,” Office of Management and Budget,
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7 pub. No. 3191, “Budget Options Volume 2,” Congressional Budget Office, August 2009
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4" Pub. No. 3191, “Budget Options Volume 2,” Congressional Budget Office, August 2009
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47® Small Business Administration Website, “Office of Small Business Development Centers New,”
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“" National Institute of Standards and Technology, Technology Innovation Program Website, “Welcome,”
http://www.nist.gov/tip/, accessed July 14, 2011.

*"® DeHaven, Tad and Chris Edwards, “Downsizing the Federal Government: Business Subsidies,” Cato Institute,
February 2009 http://www.downsizinggovernment.org/commerce/subsidies.

4% Riedl, Brian, “Corporate Welfare at Its Worst: Advanced Technology Program,” Capitalism Magazine, August 12,
2005,
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e The Small Business Innovative and Research Program (SBIR), which requires that the
eleven federal agencies with significant research and development budgets above $100
million set aside 2.5% of R&D funds for small businesses. Funding is made available under
this program for high-technology research.

e The Research and Technology Development grant program is funded through the
Department of Defense “to support and stimulate basic research, applied research and
technology development at educational institutions, nonprofit organizations, and commercial
firms, which may have military or dual-use application.”**

e Office of Experimental Program to Stimulate Competitive Research within the National
Science Foundation funds research and product development.*®?

e Venture capitalism firms flourish by identifying and investing in high risk or emerging
technologies with great potential and a chance for success. If Congress wants to encourage
more investment in emerging technologies, it should lower the high corporate tax rate and
encourage more private investment.

This budget recommends transferring the remaining programs within NIST to a national research
agency, to be created along with other federal research agencies. Including program eliminations
within NIST, this budget recommends consolidating NIST with a federal research agency for
savings of $375 million in 2012 and $4.16 billion over ten years.

Estimated Ten-Year Savings Within NIST: $4.16 billion

Economic Development Administration

EDA provides grants for economic development projects in economically distressed communities
and regions. It comprises four percent of DOC’s budget ($293 million in FY10). EDA was created
as part of President Lyndon Johnson’s War on Poverty in 1965. While EDA’s stated purpose is to
help economically distressed communities*® attract jobs and business, this program has become a
Congressional favorite, often seen as a source for congressional earmarks. Orson Swindle, a former
Director of the EDA, called the program a “congressional cookie jar,” and former Democrat Senator
and wasteful spending critic William Proxmire argued that the EDA “deserves to die.”*®* President
Reagan recommended eliminating EDA,**® listing three specific reasons: 1) Lack of focus; 2) Lack
of effectiveness; and 3) Increased market inefficiency due to political meddling.*®® Unfortunately,
these arguments also apply today.

“81 Federal Grants Wire Website, “Research and Technology Development (12.910),”
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%82 National Science Foundation Office of Integrative Activities Website, “About EPSCoR,”
http://www.nsf.gov/od/oia/programs/epscor/about.jsp, accessed July 14, 2011.

%83 Economically distressed communities are defined as areas with an unemployment rate at least one percentage point
greater than the national average; per capita income that is 80 percent or less of the national average; or a special need,
as determined by EDA; 13 CFR 301.3

“® DeHaven, Tad, “EDA’s Delusions of Grandeur,” Cato Institute, January 22, 2010,
http://www.cato-at-liberty.org/edas-delusions-of-grandeur/.

8 DeHaven, Tad, “Downsizing the Federal Government: Economic Development Administration,” Cato Institute,
February, 2009, http://www.downsizinggovernment.org/commerce/eda# edn32.

%8 palmer, John Logan, “The Reagan Experiment,” Pg. 264,
http://books.google.com/books?id=clik4pH4vGQC&pg=PA264&Ipg=PA264&dg=Reagan+EDA&source=bl&ots=Ch3lI
Dam26j&sig=IVA2HRGzbrsmBTUMUQ8AZK2X0cs&hl=en&ei=C4TuTduFCOja0QGwAacjeAw&sa=X&0i=book_res
ult&ct=result&resnum=1&ved=0CBgQ6AEWAA#v=0nepage&g&f=false.



http://www.federalgrantswire.com/research-and-technology-development.html
http://www.federalgrantswire.com/research-and-technology-development.html
http://www.nsf.gov/od/oia/programs/epscor/about.jsp
http://www.cato-at-liberty.org/edas-delusions-of-grandeur/
http://www.downsizinggovernment.org/commerce/eda#_edn32
http://books.google.com/books?id=clik4pH4vGQC&pg=PA264&lpg=PA264&dq=Reagan+EDA&source=bl&ots=Ch3lDam26j&sig=lVA2HRGzbr5mBTUMuQ8AZK2X0cs&hl=en&ei=C4TuTduFCOja0QGw4cjeAw&sa=X&oi=book_result&ct=result&resnum=1&ved=0CBgQ6AEwAA#v=onepage&q&f=false
http://books.google.com/books?id=clik4pH4vGQC&pg=PA264&lpg=PA264&dq=Reagan+EDA&source=bl&ots=Ch3lDam26j&sig=lVA2HRGzbr5mBTUMuQ8AZK2X0cs&hl=en&ei=C4TuTduFCOja0QGw4cjeAw&sa=X&oi=book_result&ct=result&resnum=1&ved=0CBgQ6AEwAA#v=onepage&q&f=false
http://books.google.com/books?id=clik4pH4vGQC&pg=PA264&lpg=PA264&dq=Reagan+EDA&source=bl&ots=Ch3lDam26j&sig=lVA2HRGzbr5mBTUMuQ8AZK2X0cs&hl=en&ei=C4TuTduFCOja0QGw4cjeAw&sa=X&oi=book_result&ct=result&resnum=1&ved=0CBgQ6AEwAA#v=onepage&q&f=false
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GADO has repeatedly reviewed this program and found that EDA relies on “self-reported data to
assess the effectiveness of its grants.” GAO concluded this self-reporting may lead to “inaccurate
claims about program results, such as jobs created.” Despite having already highlighted this
problem in 1999 and 2005, GAO found EDA still rarely verifies self-reported data.

In a March 2011 GAO report on duplication within the entire federal government, auditors found
are at least 80 federal economic development programs at four agencies: DOC, HUD, USDA, and
SBA. GAO found that each one of these programs appears to overlap with at least one other
program in funding certain economic development activities. These programs are administered in a
fragmented and duplicative manner that discourages the maximum efficiency and fails to ensure
constituents can easily find and apply for assistance. In total, between $6.2 and $6.5 billion was
appropriated on these 80 programs, with $2.9 billion going to economic development efforts.*®” In
a previous 2005 study, at least 180 economic development programs were identified within more
than a dozen different agencies costing taxpayers about $17.9 billion annually on community
development, regional development, and other economic development ($188 billion if including
various infrastructure, educational, housing, and research programs intended to promote economic
development).*®®

Several think tanks have suggested eliminating or reducing spending for EDA, including the
Democrat Leadership Council*®® and the Center for American Progress.*° This proposal eliminates
EDA. This elimination would save taxpayers $293 million in FY12 and $3.25 billion over ten
years.

Estimated Ten-Year Savings Within EDA: $3.25 billion

Minority Business Development Agency

The Minority Business Development Agency (MBDA) seeks to promote private and public sector
investment in minority businesses. MBDA is dedicated to advancing the establishment and growth
of minority-owned firms in the United States through a network of minority business centers and
strategic partners.*** It comprises less than one percent of DOC’s budget. The need for MBDA is

unclear in light of the many similar programs operated in other federal agencies. These include:**

7 GAO-11-651T, “Economic Development: Efficiency and Effectiveness of Fragmented Programs Are Unclear,”
Government Accountability Office, May 25, 2011, http://www.gao.gov/new.items/d11651t.pdf.

“88 Drabenstott, Mark, “A Review of the Federal Role in Regional Economic Development,” Center for the Study of
Rural America & Federal Reserve Bank of Kansas City, May 2005, ftp://urban.csuohio.edu/utility/ledebur/622-
722/Nov%206%20%20Federal%20Policy/Supplemental%20Resources/drabenstott%20federalreview.pdf.

*8 Weinstein Jr., Paul and Campbell, Katie, “Return to Fiscal

Responsibility II,” Progressive Policy Institute, April 2007,

http://www.dlc.org/documents/Fiscal_Responsibility 04302007.pdf.

%0 Ettlinger. Michael, and Linden, Michael, “A Thousand Cuts: What Reducing the Federal Budget Deficit Through
Large Spending Cuts Could Really Look Like,” Center for American Progress, September 2010,
http://www.americanprogress.org/issues/2010/09/pdf/athousandcuts.pdf .

! Minority Business Development Agency Website, “About Minority Business Development Agency,”
http://www.mbda.gov/?section_id=2, accessed July 14, 2011.

%92 Small Business Administration website, http://www.sba.gov/.
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e SBA'’s Section 8(a) Business Development Program, which is intended to assist small
businesses owned and operated by racial and ethnic minorities with training, technical
assistance, and contracting opportunities in the form of set-asides and sole-source awards.

e SBA Small Business Development Centers for women, Native Americans, Veterans, and all
other small business;

e SBA’s Office of Native American Affairs and Native American Outreach to encourage
Native Americans to create their own businesses.

 Numerous minority outreach programs within federal agencies, including within DOT.*%?

Additionally, of the total budget in 2010 of $31.5 million, just $12 million went toward grants.“**
These funds are also earmarked, such as $200,000 earmark to create “a Native American business
enterprise” for one particular tribe.*® A 2005 Department of Commerce Inspector General report
also found that the MBDA'’s claims of running successful programs that helped businesses were
generally not substantiated because of unreliable performance data.**® Eliminating the MBDA
would save $31.5 million in FY12 and $350 million over ten years.

Estimated Ten-Year Savings Within MBDA: $350 million

DEPARTMENT OF COMMERCE TEN YEAR SAVINGS
Discretionary: $26.84 billion
Total: $26.84 hillion

498 Examples include the Minority Business Resource Center Program (loans for disadvantaged, racial minorities, and
women businesses for transportation-related projects) and the Minority Business Outreach (funds may be used for
business opportunities related to any mode of transportation).

4% «JS Aspending.gov,”

http://usaspending.gov/explore?tab=By%20Agency&maj contracting_agency=13&mod_agency=1352&comingfrom=s
earchresults&fromfiscal=yes&carryfilters=on&fiscal year=2010, accessed July 14, 2011.

*%% Consolidated Appropriations Act, 2010, P.L. 111-117, http:/origin.www.gpo.gov/fdsys/pkg/CRPT-
111hrpt366/pdf/CRPT-111hrpt366.pdf.

% ESD-17252, “Value of MBDA Performance Measures Undermined by Inappropriate Combining of Program Results
and Unreliable Performance Data From MBOC Program,” Department of Commerce Inspector General, October 7,
2005,
http://www.oig.doc.gov/Pages/ValueofMBDAPerformanceMeasuresUnderminedbylnappropriateCombiningofProgram
ResultsandUnreliablePerform.aspx.
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DEPARTMENT OF DEFENSE

The severity of our fiscal crisis is not lost on our senior military leaders. In fact, Chairman of the
Joint Chiefs of Staff Admiral Mullen stated the national debt is our nation’s greatest national
security threat.*” In light of this threat, the Department of Defense can and must play a role in
bringing our budgets into balance.

Despite the sacrifice, heroism, and professionalism our military personnel show in Irag and
Afghanistan, America’s defenses are decaying, despite increasing budgets. The ongoing corrosion
and growing expense have been with us for decades, and span numerous presidents and political
parties.

Over the last thirty years, Congress increased annual approg)riations to the Department of Defense
by about 44 percent in constant, inflation adjusted dollars.*® Today’s non-war defense budget is
larger than the total defense budget during the Vietnam War when we had over 500,000 troops
fighting overseas.**®

However, this significant increase has not increased the size and strength of our military as
traditionally measured. Despite higher levels of funding, active duty troop levels have decreased by
30percent, the number of Navy ships is down 45percent, and the Air Force’s fighter and attack
aircraft are down more than 50 percent.®® Former Secretary Robert Gates noted in a speech last
year that current submarines and amphibious ships are three times as expensive as their equivalents
during the 1980s and we have fewer of them.>**

The Government Accountability Office (GAQ) releases an annual report of cost overruns of major
weapon systems. Between 2001 and 2008, they found nearly $300 billion in cost overruns and
schedule delays for major defense acquisition programs.>®

Rising personnel and benefit costs are another factor. Given our continued military operations, this
requires adequate funding to recruit and retain military personnel. However, Congress chose to

497 CNN Wire Staff, “Mullen: Debt is top national security threat,” August 27, 2010, http://articles.cnn.com/2010-08-
27/us/debt.security.mullen_1_pentagon-budget-national-debt-michael-mullen? s=PM:US.

“%8 Unless otherwise noted, all historical dollar figures are adjusted for inflation. Defense Business Board, “Reducing
Overhead and Improving Business Operations: Initial Observations,” July 22, 2010, Slide 8,
http://dbb.defense.gov/reports2010.shtml.

99 Unless otherwise noted, all historical dollar figures are adjusted for inflation.

%% pefense Business Board, “Reducing Overhead and Improving Business Operations: Initial Observations,” July 22,
2010, Slide 8, http://dbb.defense.gov/reports2010.shtml.

% Gates, Robert, “Navy League Sea-Air Space Exposition, Remarks as Delivered,” Gaylord Convention Center,
National Harbor, Maryland, May 3, 2010, http://www.defense.gov/speeches/speech.aspx?speechid=1460.

%02 GAO 08-467SP, “Defense Acquisitions: Assessments of Selected Weapon Programs,” Government Accountability
Office, March 2008, http://www.gao.gov/new.items/d08467sp.pdf.
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structure its pay and benefits increases across the spectrum of military personnel and retirees rather
than target pay and benefits increases directly towards those serving in war zones. Even after the
Quadrennial Review of Military Compensation and other non-partisan experts recommended
Congress change the way they compensate our military, Congress decided not to enact major
reforms in this area.”®

The cuts listed below are savings options that should be considered as part of plans to reduce our
$14.6 trillion debt. Former Secretary of Defense Robert Gates recently stated “the defense budget,
however large it may be, is not the cause of this country’s fiscal woes,” but it “must be at least part
of the solution.”*

Some of the options listed here, especially those dealing with the overall size of our military, will be
hotly debated. However, we would hope each proposal would be debated on its merits. As an
example, an option to reduce the number of aircraft carriers from eleven to ten is not equivalent to
an option of permanently decommissioning every single aircraft carrier in the Navy’s fleet.

It should also be noted what is not included in these proposals. Under this plan, the Army will
return to its pre-war size but not be cut further. The Navy will remain nearly the same size as will
the Air Force as measured in total number of ships and combat wings. Key modernization
programs, even the Joint Strike Fighter, will continue. Procurement of ships such as the Virginia
class submarine and the USS Gerald Ford, the newest aircraft carrier, will continue as well. The
nation’s nuclear deterrent will remain robust. Pay levels will not be cut or frozen for active duty
military service members. In fact if the option regarding defense commissaries and post exchanges
is adopted, active duty military pay will increase.

While the options below represent $1 trillion in savings, the reduced spending from these options
listed below would put the Pentagon back on the level of annual funding it had just five years ago at
the height of the Iraqg surge.

°% The Tenth Quadrennial Review of Military Compensation, February 2008,
http://www.whs.mil/library/doc/Tenth.pdf.

%% Banusiewicz, John, “Defense Cuts Must Be Part of Nation’s Fiscal Solution, Secretary Says,” American Forces Press
Service, May 24, 2011, http://www.defense.gov/news/newsarticle.aspx?id=64062.
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Non-Defense Spending at the Department of Defense

Spending and Duplication by Other Federal Agencies

One area of significant costs at the Department of Defense (DOD) that receives more attention than
military personnel costs, weapons procurement, or earmarks is spending within the Department of
Defense that is not a core mission of the Pentagon.

Some of these functions, such as grocery store operations, have been performed by the military or
on military installations for over a hundred years. Others, such as the Congressionally-directed
Medical Research Program, are more recent additions to the Pentagon’s roles and missions.

Regardless of the amount of time these non-military organizations have existed as part of the
military, they (and all DOD support programs and activities) should be evaluated regularly on
whether or not they are a priority and that it is still appropriate to continue them.

Some nonmilitary defense spending provides noncash compensation benefits for our military and
their families. Ideally this would aid in both recruitment and retention of the all-volunteer military.
Other nonmilitary defense spending is intended to create benefits for society at large not by
increased national security but by breakthroughs in medical research or commercial adoption of
technology.

Consolidate DoD Administered Grocery and Retail Stores ($9.1 billion®%)

The Defense Commissary Agency operates a worldwide chain of 252 grocery stores on military
bases around the world for military members, their families, and retirees. In 2009, it totaled nearly
$6 billion in sales.>® If the Defense Commissary Agency (DeCA) were a corporation, it would
easily be one of the largest grocery store chains in the United States.>®” However, unlike private
sector grocery stores, the Defense Commissary Agency is heavily subsidized by taxpayers.

The three separate Post Exchange systems, which sell retail goods similar to Wal-Mart on military
bases, had combined annual sales around $12 billion. Unlike the Defense Commissary Agency, they
do not receive appropriations from Congress. They fund their operations based on sales. However,
some of their costs, such as expenses for transporting merchandise overseas, are paid from defense
appropriations by other parts of the DOD. °%

DeCA states it returns more than two dollars in benefits (through lower costs of groceries) to
military members and their families for every dollar in appropriated funds.*® However, the

%05 Unless otherwise noted, savings are over 10 years,

%% Defense Commissary Agency, “Annual Report 2009,”
http://www.commissaries.com/press_room/documents/AnnualReport.pdf, Accessed May 10, 2011.

S0 CNN, “Fortune 500 Food and Drug Stores,”
http://money.cnn.com/magazines/fortune/fortune500/2011/industries/148/index.html, Accessed May 12, 2011.

% CBO Report, “Reducing the Deficit: Spending and Revenue Options,” Congressional Budget Options, March 2010,
pages 84-85, http://www.cho.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf.

*% Defense Commissary Agency, “Strategic Plan FY 2007 — FY 2013,”
http://www.commissaries.com/documents/insidedeca/strat_plan 2007 _2013.pdf, page 5, Accessed May 12, 2011.
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Congressional Budget Office (CBO) previously questioned this analysis.>*® The conclusion
assumes members of the military would have purchased the exact same items at full retail price at
other commercial grocery stores.

The Defense Commissary Agency charges items at cost plus a five-percent surcharge.”* This
surcharge is intended to offset the costs of new commissaries and maintenance and repair of current
commissaries. However, the cost of DeCA employees — including salaries, health care and pension
benefits — are funded with taxpayer money and not from the five-percent surcharge.**? *3

DeCA received approximately $1.27 billion in congressional appropriations last year and President
Obama requested $1.37 billion — an increase of $100 million — for Fiscal Year 2012.°'* The Defense
Commissary Agency employs nearly 18,000 workers. >*°

The Congressional Budget Office has suggested eliminating the subsidy for the commissary over a
five-year period, and requiring it to self-fund more like the military’s retail stores. CBO estimated
prices would be about seven percent higher, or about $400 per year for the average military family.
>1® DOD could supplement the existing military pay benefit of Basic Allowance for Subsistence
(BAS) by this amount and still save billions of dollars for deficit reduction. The CBO also
estimateqr) l(;onsolidation of the post exchanges would provide organizational and administrative
benefits.

Increasing military pay across the board and allowing military members to shop at the stores of their
choice (or choose to save the money) would increase their quality of life. It would also certainly
help achieve the purpose of the commissary benefit: recruitment and retention through higher pay
and benefits.

The Congressional Budget Office also previously noted the Department of Defense “cannot target
commissary benefits to those pay grades and skills that it most needs to retain.”*'® Some of the
funds saved from this proposal could be used instead for targeted enlistment and retention
bonuses.>*?

510 Congressional Budget Office, “The Costs and Benefits of Retail Activities at Military Bases,” page 5, October 1997,
http://www.cbo.gov/ftpdocs/1xx/doc158/retail.pdf.

> The Defense Commissary Agency received approximately $1.27 billion in congressional appropriations last year and
President Obama has requested $1.37 billion — an increase of $100 million — for Fiscal Year 2012. The Defense
Commissary Agency employs nearly 18,000 workers.

*12 Defense Commissary Agency, “About Us,” http://www.commissaries.com/about_us.cfm, Accessed May 10, 2011.
13 USAJOBS, “Federal Employment Information Fact Sheets: Benefits of Working for the Federal Government,”
http://www.usajobs.gov/El/benefits.asp, Accessed May 10, 2011.

> Department of Defense Comptroller, “FY 2012 President’s Budget, Exhibit RF-1 FY 2012 President’s Budget,”
February, 2011, pages 84-85. http://comptroller.defense.gov/defbudget/fy2012/fy2012 rfl.pdf

315 Defense Commissary Agency, “About Us,” http://www.commissaries.com/about_us.cfm, Accessed May 10, 2011.
*1% CBO Report, “Reducing the Deficit: Spending and Revenue Options,” Congressional Budget Options, March 2010,
pages 84-85, http://www.cho.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf.

> CBO Report, “Reducing the Deficit: Spending and Revenue Options,” Congressional Budget Options, March 2010,
pages 84-85, http://www.cho.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf.

>18 Congressional Budget Office, “The Costs and Benefits of Retail Activities at Military Bases,” page 4, October 1997,
http://www.cbo.gov/ftpdocs/1xx/doc158/retail.pdf.

%19 Asch, Beth; et. al, “Cash Incentives and Military Enlistment, Attrition, and Reenlistment,” Rand Corporation, 2010,
page 111 http://www.rand.org/content/dam/rand/pubs/monographs/2010/RAND_MG950.pdf.
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Close Department of Defense Elementary Schools ($10 billion)

The Department of Defense operates 64 schools on 16 military installations in the United States
called the Domestic Dependent Elementary and Secondary Schools (DDESS).

Today 26,000 students are taught by 2,300 teachers who are employees of the Department of
Defense. A number of schools here in the United States were originally justified because the post-
World War Il military was racially integrated while some of the local schools where military bases
were located were still segregated.®?

Despite generous funding -- $468 million in 2010 -- a recent report by the Center for Public
Integrity noted “Conditions are so bad [on military-run schools] that some educators at base schools
envy the civilian public schools off base, which admittedly have their own challenges.” Also,
“Some of the new schools in town make our schools look like a prison,” says David C. Primer, who
uses a trailer as a classroom to teach students German at the vaunted Marine headquarters in
Quantico, Va., just 30 miles south of the nation’s capital, in one of the country’s most affluent
suburbs.®

The Department of Defense must provide quality educational opportunities for the children of our
men and women in uniform serving overseas where English-speaking schools are not available and
the overseas schools appear to be meeting that goal.

However, the rationale for operating schools in the United States no longer exists.
Last year the National Commission on Fiscal Responsibility and Reform recommended ending the

system and allowing those students to attend local schools.”* If adopted, this option could save
$1.1 billion in Fiscal Year 2015.°%

Close DoD Run Science, Technoloqgy, Education, and Mathematics Programs for Elementary
School Students ($1.7 billion)

The National Defense Education Act, passed in 1958 in the wake of the Soviet Union’s launch of
Sputnik, made it a priority of the government to ensure young men and women would pursue
careers in science and mathematics in order to ensure our nation could develop the technology to
defend our nation.

*20 Domestic Dependent Elementary and Secondary Schools, “DDESS/DODDS — Cuba History,”
http://www.am.dodea.edu/ddessasc/aboutddess/description_history.html, Accessed May 12, 2011.

%21 Lombardi, Kristen, “Daddy, Why is My School Falling Down?” Newsweek, June 27, 2011,
http://www.newsweek.com/2011/06/26/military-children-s-schools-in-disrepair.html.

%22 National Commission on Fiscal Responsibility, “The Moment of Truth: Report of the National Commission on
Fiscal Responsibility and Reform,” Dec. 1, 2010,
http://www.fiscalcommission.gov/sites/fiscalcommission.gov/files/documents/TheMomentofTruth12_1 2010.pdf,
accessed July 15, 2011.

%23 The program was initially established when schools in the South were segregated, however it is no longer clear why
the system is still necessary, or why the Defense Department plans to spend $1.2 billion for FY 2011-FY 2015 to
rebuild these schools, raising the cost per student from $51,000 in FY 2011 to $81,000 in FY 2015.
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Today the Department of Defense operates over 100 distinct programs to encourage students to
study science, technology, engineering and mathematics (STEM).*** These are in addition to 207
other federal programs at other federal agencies.*®

America’s scientific and technological advantage is one of our key national strengths. The federal
government has a role in ensuring we create the next generation of scientific and engineering
leaders so that transformational discoveries are made here in the United States by Americans.
However, it is not clear the Department of Defense is an agency that needs to devote hundreds of
millions of dollars to encourage K-12 children to study math and science, especially when many
other federal agencies are already doing so. For example, the K-12 programs at DOD are directly
duplicative of programs at the Department of Education’s programs for encouraging students to one
day enter into a STEM career. But, the Department of Education should take the lead — and be
responsible for funding — any DOD programs to encourage STEM study that are geared toward K-
12 children. The federal government, mostly through the Department of Education and National
Science Foundation, but also including NASA, and the Departments of Agriculture and Energy,
funded in 2007 (the most recent year that data is available) at least 19 programs at over $500
miIIioQZGannuaIIy for K-12 programs for encouraging and preparing students for STEM careers and
study.

The Department of Defense employs 35,000 scientists and engineers, more than any other federal
agency.®?’ It has an interest in ensuring there will be a future workforce. There may be some need
for DOD to continue funding graduate and post-graduate programs toward national security
research as it does today.

To the extent the Department of Defense could use its military equipment to create interest in math
and science, it should be reimbursed by other federal agencies for any costs associated with such
use. Of course, before that happens, the Government Accountability Office or some other group
needs to evaluate all federal programs to determine which STEM efforts are working and which are
not.

Reduce Spending at the Congressionally Directed Medical Research Program on Non-
Military Specific Diseases ($250 million)

This proposal would reduce spending at the Congressionally Directed Medical Research Program
(CDMRP) on non-military specific diseases and transfer that responsibility to the National Institutes

%24 Office of the Under Secretary of Defense, Acquisition, Technology, and Logistics, “Survey of DOD Science,
Technology, Engineering, and Mathematics (STEM) Programs,” 2010,
http://www.acq.osd.mil/rd/organization/docs/STEM_Program_Survey.pdf, Accessed July 15, 2011.

2 GAO Report 06-114, “Federal Science, Technology, Engineering, and Mathematics Programs and Related Trends,”
Government Accountability Office, October 2005, http://www.gao.gov/new.items/d06114.pdf.

%28 Department of Education, “Report of the Academic Competitiveness Council,” May 2007, page 51,
http://www?2.ed.gov/about/inits/ed/competitiveness/acc-mathscience/report.pdf, Accessed May 16, 2011.

%27 Miller, Cynthia, “Defense Department Embraces STEM Education Outreach,” National Defense Magazine, January
2011,
http://www.nationaldefensemagazine.org/archive/2011/January/Pages/DefenseDepartmentEmbracesSTEMEducationOu

treach.aspx.
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of Health. The CDMRP exists to “find and fund the best research to eradicate diseases and support
the war fighter for the benefit of the American public.”®*® It began in 1992 as a congressional
earmark for breast cancer research. °*° Over the last two decades, Congress funded CDRMP with
nearly $6.5 billion for research into a variety of non-military diseases conditions with nearly $600
million for 2010.°% Some projects directly relate to military concerns such as $463 million
research effort into psychological health and traumatic brain injury. However, some other projects
such as $2.6 billion for breast cancer, $47.8 million for lung cancer, $113 million for prostate
cancer, and $4.4 million for food allergies, have a vague connection to the military.

Research on these diseases is specifically directed by the defense committees in Congress during
consideration of the annual appropriations bills.>*" In contrast, the spending bills that provide
funding for the National Institutes of Health generally do not appropriate specific levels of research
funding for specific diseases, allowing the Institute’s professional scientists to do s0.>*>  This option
would transfer funding for cancer research that affects the general population back to NIH and
reduce the administrative costs of administering this research for savings.

Reduce Funding for the National Guard Counterdrug Program ($250 million)

This option would continue to fund the National Guard in counterdrug missions to federal
operations such as radar support and interdiction of drug traffickers. However, funding would be
reduced for duplicative support of drug programs for local law enforcement and promotion of anti-
drug messages to youth that are performed by other federal agencies.

The National Guard Counterdrug Program provides “military support for local, state, and federal
Law Enforcement Agencies and Community Based Organizations” to combat illicit drugs and
“threats to the Homeland.”*** However, some aspects of the programs appear to be outside the core
mission of the National Guard, or duplicate existing agencies.

For example, the National Guard Counterdrug School System provides training at no charge to law
enforcement personnel and community-based organizations.>** Courses include:

e Grant Writing — “Will provide the participant with the fundamental skills needed to
research, develop, write, and submit competitive grant proposals.”535

528J.S. Army Medical Research and Materiel Command, “Congressionally Directed Medical Research Programs:
Annual Report,” September 30, 2010, page 1, http://cdmrp.army.mil/pubs/annreports/2010annrep/2010annreport.pdf.
529 U.S. Army Medical Research and Materiel Command, “Congressionally Directed Medical Research Programs:
Annual Report,” September 30, 2010, page 1, http://cdmrp.army.mil/pubs/annreports/2010annrep/2010annreport.pdf.
%%0.S. Army Medical Research and Materiel Command, “Congressionally Directed Medical Research Programs:
Annual Report,” September 30, 2010, page 1, http://cdmrp.army.mil/pubs/annreports/2010annrep/2010annreport.pdf.
%31 CRS Report RL33537, “Military Medical Care: Questions and Answers,” page 16, May 14, 2009,
http://www.fas.org/sgp/crs/misc/RL33537.pdf.

%2 CRS Report R41705, “The National Institutes of Health (NIH): Organization, Funding, and Congressional Issues,”
Congressional Research Service, March 16, 2011,
http://www.crs.gov/pages/Reports.aspx?PRODCODE=R41705&Source=search.

%% National Guard “Counterdrug Program: About Us,” http://ngbcounterdrug.ng.mil/aboutus/Pages/default.aspx,
Accessed May 16, 2011.

%34 National Guard “Counterdrug Program: Counterdrug Schools,”
http://ngbcounterdrug.ng.mil/programs/Pages/CounterdrugSchools.aspx, Accessed May 16, 2011.
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e Everest Challenge — “Convey to youth the message that seemingly insurmountable
goals can indeed be attained through proper planning, hard work and appropriate
lifestyle commitments.”*

e Ropes — 3 days at Camp Murray, “The ROPES Course is designed for groups and
teams to build communication, trust, and social/emotional learning skills. These skills
are then used in the community as a tool to help prevent illicit drug use and abuse among
youth and adults.”*’

These programs are outside the Guards’ mission and duplicates the efforts of other agencies, such as
$395 million for formula-based state grants for substance abuse prevention for adolescents through
the Department of Health and Human Services and $75.4 million through the Department of
Education to prevent drug use and violence.>*®

The National Guard Counterdrug Program received $225.7 million in Fiscal Year 2010.>* This
option reduces annual spending for the National Guard Counterdrug Program by $25 million. This
option would not affect spending on other youth programs such as the National Guard Youth
ChalleNGe program.

Ending the National Guard Counterdrug Program for youth intervention and local law enforcement
education would not end DOD’s efforts in counterdrug activities. Also, the Department of Defense
could continue to conduct counterdrug missions, such as detecting and interdicting drugs entering
the United States. The Department of Defense’s counternarcotics activities include detection and
interdiction as well as training for foreign countries. These activities were funded by $6.1 billion
from gﬁg Department of Defense over the six year period from Fiscal Year 2005 to Fiscal Year
2010.

DoD Tuition Assistance Program ($4.9 billion)

The Department of Defense Tuition Assistance Program gives active-duty service members the
opportunity to take college course and be reimbursed for the tuition. However, this program
duplicates the Montgomery GI Bill, administered through the Department of Veterans Affairs,
which allows soldiers to utilize Gl bill benefits while on active duty.>*

5% Regional Counterdrug Training Agency Course Description, “Grant Writing,”
http://rcta.orbund.com/varsity/custom/rcta/course_details.jsp?subjectid=1462, Accessed May 16, 2011.

>3 Multijurisdictional Counterdrug Task Force Training Course Description, “Everest Challenge,”
http://www.mctft.com/traditional _training/view_course.aspx?plD=PDOX0053, Accessed May 16, 2011.

%37 Western Regional Counterdrug Training Center Course Description, “Ropes”,
http://www.wrctc.org/(X(1)S(sl0mz555vn425d3y53fuisd5))/default.aspx?act=EBCoursesDetail.aspx&startrow=1&cour
sesid=97&menuitemid=158&menusubid=, Accessed May 17, 2011.

%38 Office of National Drug Control Policy, “FY 2012 Budget Request,” White House,
http://www.whitehousedrugpolicy.gov/publications/policy/12budget/exec_summary.pdf, pages 7-10, Accessed May 17,
2011.

*%¥ Office of Legislative Liaison, “FY 12 Department of Defense Budget Request,” National Guard Bureau, February
14, 2011, http://www.ng.mil/ll/Tab2.aspx.

% GAO Report 10-594R, “DOD Counternarcotics Measures,” Government Accountability Office, April 30, 2010,
http://www.gao.gov/new.items/d10594r.pdf.

%1 “The Montgomery GI Bill — Active Duty,” Department of Veterans Affairs,
http://www.gibill.va.gov/documents/pamphlets/ch30 pamphlet.pdf.
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This option would reduce spending by around 90 percent from $500 million per year to $50 million
per year, and limit it to use as a retention tool where the military services have a critical-needs
shortage of military personnel.

Under current law, the Department of Defense Tuition Assistance program provides any active-duty
service member a benefit equivalent to $250 per credit hour up to $4,500 per year.>** Active-duty
troops are allowed to take courses that are more expensive than this, but must pay the difference
out-of-pocket or through student loans.>*?

Similar to the Defense Commissary Agency, the military’s tuition assistance program is promoted
to enhance recruiting, readiness, and retention for the military. But the DOD Tuition Assistance
Program may not meet these three goals in a cost-effective manner.

Earlier this year the Government Accountability Office (GAQ) issued a report critical of the
Department of Defense’s oversight of the Tuition Assistance Program.>** They found:

e DOD’s reviews of schools receiving the tuition assistance benefit are limited to only those
that have a presence on the military installation where the service member is based. In Fiscal
Year 09, that accounted for only 29 percent of courses paid for through Tuition Assistance
benefits. The remaining 71 percent of the courses paid for through Tuition Assistance were
distance learning and were not subject to these quality reviews.

e Only one of the services—the US Army—requires follow-up reporting indicating actions
were taken in response to the quality review’s findings. DOD is conducting no quality
review in 2011. DOD plans to bid out a new contract in order for quality reviews to resume
in 2012,

Additionally, the DOD Tuition Assistance program is not targeted toward those who served in
combat zones or multiple tours in Iraq or Afghanistan. In fact, those who deploy to war zones the
most are least able to take advantage of this benefit as they generally cannot take courses while in
combat units in Iraq or Afghanistan.

*2 DOD Voluntary Education Office “Tuition Assistance payments,”
http://apps.mhf.dod.mil/pls/psgprod/f?p=VOLED:SUB:0::::COHE, TITLE,IMG:257590,Programs,257789, Accessed
May 17, 2011.

>3 Military Tuition Assistance benefits are paid out on a reimbursable basis, after a service member successfully
completes his or her approved courses and must earn a "C" or better for undergraduate courses and a “B” or better for
graduate classes

* GAO Report 11-300, “DOD Education Benefits: Increased Oversight of Tuition Assistance is Needed,” March 2011,
http://www.gao.gov/new.items/d11300.pdf.
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Health Care

A military service member who served for twenty years and has not been injured by service is
currently entitled to extremely low-cost health care for life. This benefit is extended to spouses and
dependents. This benefit is not awarded in relation to the amount of time spent overseas or
deployed to combat. For example, some beneficiaries of the general health care plan for retirees did
not serve in Iraq or Afghanistan. By contrast, uninjured veterans of the current conflicts who leave
the military without serving 20 years are not entitled to any of these health care benefits. The
following options make changes to TRICARE, the civilian component of the Military Health
System that provides certain benefits to retirees and their families.

Reform TRICARE Standard and Prime for Military Retirees and Dependents ($115 billion)

This option would retain TRICARE Standard and TRICARE Extra for military retirees, but limit
TRICARE Prime to active duty soldiers and their dependents. This option would not allow military
retirees to use TRICARE Prime, a managed care benefit which is the TRICARE option with the
lowest out-of-pocket cost.>*

Under this option, working-age military retirees enrolled in TRICARE would pay greater monthly
fees, comparable to private sector health plans. The expenses for a single retiree would be
approximately $2000 per year and $3500 for a family.

However, the maximum out-of-pocket expenses for military retirees and their families under this
plan would be $7,500 per retiree with dependents. Deductions would be raised to $350 for a single
retiree in 2012 and $500 in 2017. For a retiree with dependents, this deduction would be raised to
$700 in 2012 and $1050 in 2017.

Military retirees and their dependents could still receive care at no cost at military treatment
facilities. The Congressional Budget Office estimates that many military retirees would use
employer-health plans in lieu of staying on TRICARE as three-quarters of military retirees are
currently eligible to receive health care through their employer.

The combined effect of this proposal would save $115 billion over the next ten years. This option
would not affect active-duty members of the military and their families nor would it affect military
retirees that are eligible for Medicare.

Increase Cost Sharing for Pharmaceuticals Under TRICARE ($26 billion)

In 2009, the Department of Defense (DOD) spent more than $8 billion on outpatient pharmacy
benefits.>*

> Active-duty personnel would continue to be enrolled automatically in TRICARE Prime, and Prime enrollment would
remain available for dependents of active-duty personnel. The enroliment fee and most cost sharing would continue to
be waived for active-duty service members and their dependents.

%6 Congressional Budget Office, “Reducing the Deficit: Spending and Revenue Options”, page 82, March 2011,
http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf.



http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf
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Current retirees and other users of TRICARE pay three dollars every 30 days for generic
prescription drugs and nine dollars every 30 days for brand-name prescription drugs from retail
pharmacies.®®’ Under this option those fees would rise to fifteen dollars for generics and twenty-
five dollars for brand-name drugs. Additional copayments would apply if the prescription drug
were not on the TRICARE formulary.

Active-duty service members would not be affected by this change, though their family members

would pay the three dollar generic and nine dollar brand-name copayment. The Congressional
Budget Office estimates this option would save $26 billion over the next 10 years. >*

Introduce Minimum Out-of-Pocket Requirements Under TRICARE for Life ($43 billion)

TRICARE For Life (TFL) is a second payer for health care after Medicare for Medicare-eligible
military retirees. With TRICARE For Life, military retirees pay very little for their health care
upon reaching the age of 65. The Department of Defense (DOD) currently has no way to manage
the cost of this care, which has risen in recent years.

This option would require out-of-pocket copayments for military retirees that become eligible for
Medicare.>*® Under this option military retirees would be responsible for the first $550 in health
care half of the cost of care not covered by Medicare — up to $3,025. At that point all further costs
would be paid by TRICARE. This option would retain around 75-80 percent of a medical benefit
program that was introduced nine years ago. For a retired enlisted non-commissioned officer total
medical costs would consume only 15 percent of their retirement pay. Any expenses beyond this
amount would be borne by the government.>®® Of course, this retiree would also be receiving Social
Security payments as well as have access to any investments made through the Thrift Savings Plan
(TSP).

*7 Congressional Budget Office, “Reducing the Deficit: Spending and Revenue Options”, page 82, March 2011,
http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf.

*® Congressional Budget Office, “Reducing the Deficit: Spending and Revenue Options”, page 82, March 2011,
http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf.

>3 Congressional Budget Office, “Reducing the Deficit: Spending and Revenue Options”, page 19, March 2011,
http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf.

%50 Estimates from the Military Compensation Calculator at
http://militarypay.defense.gov/mpcalcs/Calculators/FinalPayHigh3.aspx.
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Weapons Systems and Hardware

Joint Strike Fighter

The F-35 Joint Strike Fighter is the Department of Defense’s (DOD) costliest weapon systems ever.
> Eyll costs of the F-35 throughout its useful life are estimated to be over $1 trillion. The
Department of Defense and eight allied nations plan to purchase thousands of the aircraft over the
next twenty years.**

Unfortunately, the F-35 program is years behind schedule and billions over budget. Begun over
fifteen years ago, the initial idea was to pursue a common platform for the entire U.S. military for a
multirole fighter. Congress and DOD should take this time during the budget debate to determine
the future of the Joint Strike Fighter before we commit to full rate production.

Two reasonable and modest options presented. The combination of these options would preserve
the Joint Strike Fighter program, save money over the long-term, and give the military services the
plane they need and want to perform their service-specific mission.

Air Force: Full Support of Joint Strike Fighter, Negotiate a Multi-Year Procurement ($7
billion)

Under current Air Force plans, it will buy 602 F-35A Joint Strike Fighters by 2020. At a per-unit
procurement cost of $133 million (the cost assumed by the Air Force), it will spend $70 billion in
the next nine years on the Joint Strike Fighter.>>® This option would lock in a multiyear
procurement of the Joint Strike Fighter and assume 10 percent savings to achieve through a
multiyear purchase, comparable to savings possible from previous multiyear procurements and
remarks from officials from Lockheed Martin.>>*

As repeatedly stated, the F-35 Joint Strike Fighter is going to be the workhorse of the fighter fleet
for at least the next three decades. The DOD should finish operational testing of this version,
stabilize costs, and enter into a multiyear procurement of F-35s in order to save $7 billion over the
next ten years. As the Air Force is planning to eventually buy nearly 1,800 planes, this amount of
savings could be doubled for the 2021-2030 timeframe.

%! Ferran, Lee, “F-35 Fighter: Price Goes Up $771 Million on Most Expensive Defense Program,” ABCNews.com,

July 14, 2011, http://abcnews.go.com/Blotter/lockheed-martin-35-fighters-cost-771/story?id=14071402, accessed July
15, 2011.

2 CRS RL30563, “F-35 Joint Strike Fighter Program,” Congressional Research Service, July 5, 2011.

553 Rolfsen, Bruce, “Plan lays out aircraft acquisition through 2040,” Air Force Times, March 6, 2010,
http://www.airforcetimes.com/news/2010/03/airforce_30 year plan 030610w/.

%% Younossi, Obaid, et. al, “F-22A Multi-Year Procurement Program: An Assessment of Cost Savings,” Rand
Corporation, 2007, http://www.rand.org/pubs/monographs/MG664.html.



http://abcnews.go.com/Blotter/lockheed-martin-35-fighters-cost-771/story?id=14071402
http://www.airforcetimes.com/news/2010/03/airforce_30_year_plan_030610w/
http://www.rand.org/pubs/monographs/MG664.html

BACK IN BLACK | 119

Navy and Marine Corps: Cancel the Joint Strike Fighter and Replace with F/A-18 Super
Hornet ($18 billion)

This option would cancel the F-35 Joint Strike Fighter for the Navy and Marine Corps and allow
two services to purchase F/A-18 Super Hornets instead. This option, first proposed by CBO, would
also save $18 billion through 2021.%%°

The Navy and Marine Corps have less need for the new F-35 Joint Strike Fighter as the F/A-18
Super Hornet is a relatively new plane compared to the F-16 for the Air Force. The F/A-18 Super
Hornet also provides service-specific capabilities for the Navy and Marine Corps. However, this
option would not replace the AV-8 Harriers of the Marine Corps. This option assumes Marine
ground forces would not enter an area with contested airspace without the support of an aircraft
carrier for close air support.>®® This option also allows for future development of combat drones
and unmanned aerial vehicles that will change the needs for naval aviation in the future.

Reduce Aircraft Carriers From 11 to 10, Navy Air Wings from 10 to 9 ($7 billion)

The option to reduce the United States’ aircraft carrier fleet and Navy Air wings by one each could
save over $7 billion over the next ten years, according to the CBO. >*’ This would be accomplished
by retiring the USS George Washington in 2016 rather than have it refurbished and having the air
wing eventually retired and not replaced with newer planes.>*®

Under current plans the Navy will have only 10 aircraft carriers from 2013 to 2015 due to the
planned decommissioning of the USS Enterprise and the 2015 delivery of the USS Gerald Ford.>*®
An eleven aircraft carrier strategy was needed during the Cold War when there was the possibility
naval forces could be needed against the Soviets in the Mediterranean Sea, the Atlantic Ocean, and
the Pacific Ocean. Under this option there would be five or six carriers available within 90 days for
mobilization against any conventional threats that arose. Recent actions in Libya suggest this
option in very workable. Indeed, the U.S. military conducted air operations in Libya without the
benefit of an aircraft carrier. They did so from air bases in Italy and other bases in Europe, with
allies,*® as well as from amphibious assault ships.*®*

%% Congressional Budget Office, “Reducing the Deficit: Spending and Revenue Options”, page 88, March 2011,
http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf.

%% Congressional Budget Office, “Reducing the Deficit: Spending and Revenue Options”, page 88, March 2011,
http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf.

%7 Congressional Budget Office, “Reducing the Deficit: Spending and Revenue Options”, pages 90-91, March 2011,
http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf.

> Congressional Budget Office, “Reducing the Deficit: Spending and Revenue Options”, pages 90-91, March 2011,
http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-Reducing TheDeficit.pdf.

% Congressional Budget Office, “Reducing the Deficit: Spending and Revenue Options”, pages 90-91, March 2011,
http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-Reducing TheDeficit.pdf.

%0 Kington, Tom “Libya Proving Value of Carrier Jets for Italian Navy,” Defense News June 20, 2011,
http://www.defensenews.com/story.php?i=6862656 &c=FEA&S=SPE.

%61 Kington, Tom, “Harrier Ops Making Case for F-35B,” Defense News, March 28, 2011,
http://www.defensenews.com/story.php?i=6072569.
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Delay Fielding of the Army’s Ground Combat Vehicle ($7 billion)

Delaying, but not canceling, the fielding of the Army’s Ground Combat Vehicle could reduce the
need for appropriations by $14 billion over the next ten years.>®?

The Army’s Ground Combat Vehicle is designed to replace some of its current armored vehicles
that transport infantry soldiers. With the purchase of MRAP vehicles there appears to be less of an
urgent need for the Army to acquire a brand-new armored vehicle. The Ground Combat Vehicle
would not replace all of the current Bradley Fighting VVehicles or other vehicles currently used in
this role. Thus, instead of purchasing a new Ground Combat Vehicle, the Army could use some of
the savings for upgrades and improvements to the existing Bradley Fighting Vehicle as well as
determine if other vehicles, such as the MRAP variants developed for Iraq and Afghanistan, can
meet the needs of the military for this capability.

Terminate the Medium Extended Air Defense System (MEADS) Program ($13 billion)

The military could save $13 billion over the next ten years by terminating the Medium Extended
Air Defense System (MEADS) program and instead upgrade and improve the Patriot systems to
provide the same air-defense capability.”

MEADS is a joint venture by Germany, Italy, and the United States to procure a mobile air defense
system. The United States provides most of the funding under a cost-sharing agreement with
Germany and Italy. Questions have been raised about the MEADS program and whether or not it
will meet the requirements of the Army when it is fully deployed. *** According to former defense
officials, neither Germany nor Italy has budgetary plans to actually purchase the MEADS system
that is being designed today.*®

The Patriot system is the current air defense system used by the Army and several other allied

nations. This option would end development of MEADS and invest $3 billion in upgrades to the
Patriot system which could provide comparable critical air-defense capability.

Reduce Nuclear Weapons Force Structure ($79 billion)

This option would reduce the size of the nuclear weapon stockpile to levels within the START
treaty limits and make the following changes: °*

%2 Congressional Budget Office, “Reducing the Deficit: Spending and Revenue Options”, pages 94-95, March 2011,
http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf.

%63 Congressional Budget Office, “Reducing the Deficit: Spending and Revenue Options”, page 96, March 2011,
http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf.

%% Congressional Budget Office, “Reducing the Deficit: Spending and Revenue Options”, page 96, March 2011,
http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf.

%% Whitlock, Craig, “Pentagon resists Army’s desire to stop development of MEADS missile system,” Washington
Post, March 9, 2010, http://www.washingtonpost.com/wp-dyn/content/article/2010/03/08/AR2010030804865.html.
%6 K osiak, Steven, “Spending on US Strategic Nuclear Forces: Plans and Options for the 21% Century,” Center for
Strategic and Budgetary Assessments, 2006, http://www.csbaonline.org/wp-content/uploads/2007/03/2006.09.01-US-
Strategic-Nuclear-Forces-Spending.pdf.
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e Reduce the size of the Intercontinental Ballistic Missile (ICBM) force from 500 to 300.

e Maintain a 1,100 nuclear weapon reserve.

e Reduce the size of the ballistic nuclear submarine fleet from 14 to 11.

e Maintain 40 strategic bombers and delay the purchase of new bombers until the mid-2020s.

Reduce Planned Future Purchases of the \VV-22 Osprey ($6 billion)

This option adopts the recommendation by the National Commission on Fiscal Responsibility and
Reform to shrink the DOD’s purchase of the V-22 Osprey.567

The V-22 Osprey is a tiltrotor aircraft that can take off and land vertically as a helicopter but can
accelerate to fixed-wing aircraft speeds while in the air. The aircraft was designed for the Navy,
Marine Corps, and Special Operations forces. >

Under this option, the Department of Defense would end purchases of the VV-22 at 288 aircraft
instead of the planned 458. However this option would purchase additional MH-60 helicopters
(which are around a quarter of the cost of a VV-22) for use in instances when the military does not
specifically need the tiltrotor capability of the VV-22 such as carrying fewer troops or moving less
cargo. This option would cancel the expected $11 billion the Marine Corps plans to spend over the
next decade procuring V-22s and spend $5 billion in the purchase of an additional 170 MH-60
helicopters.

Reduce Spending for “Other Procurement” ($52 billion)

This option adopts the recommendation by the National Commission on Fiscal Responsibility and
Reform to reduce spending on “Other Procurement,” a category of Degartment of Defense spending
for support items outside of spending on the major weapon systems.>®® For example, this account
funds tactical radios, radars, and night vision goggles.

According to the Fiscal Commission, the military services spent $400 billion above and beyond
their ‘base’ budget requests on this equipment in the last ten years. These equipment items last for
years and do not need to be replenished annually, except for a small percentage of combat losses.
This option would set the level of “Other Procurement” to $30 billion per year in 2015 and maintain
that level until 2021 which would be adequate given the levels of equipment damage and loss in
Afghanistan and Irag. This option would represent a 50 percent

increase over base levels of funding that DOD received for “Other Procurement” in Fiscal Year
2000.

%7 «$200 Billion in Illustrative Savings: Option 44,” National Commission on Fiscal Responsibility and Reform,

http://www.fiscalcommission.gov/sites/fiscalcommission.gov/files/documents/Illustrative List 11.10.2010.pdf.
%68 «§200 Billion in Illustrative Savings: Option 44,” National Commission on Fiscal Responsibility and Reform,
http://www.fiscalcommission.gov/sites/fiscalcommission.gov/files/documents/Illustrative List 11.10.2010.pdf.
5694200 Billion in Illustrative Savings: Option 50", National Commission on Fiscal Responsibility and Reform,
http://www.fiscalcommission.gov/sites/fiscalcommission.qgov/files/documents/Illustrative List 11.10.2010.pdf.
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Additional Weapon System, Information Technology System, and Other Options ($35.5
billion)

Below is a list of additional programs to be considered for termination given one or more of the
following characteristics: cost overruns, duplication with other programs within the Department of
Defense, not a priority at this time, undefined requirements, or better business practices.

Army Joint Land Attack Cruise Missile Defense Elevated Netted Sensor System (JLENS)
Savings: $5.8 billion

The military is planning to spend $5.8 billion in additional funds on 14 aerostat vehicles (over
$400M per copy) to provide “detection and tracking of land-attack cruise missiles” and persistent
surveillance and reconnaissance.’”® Instead that may not occur until later this year. The military
can instead use their existing 60 Rapid Aerostat Initial Deployment (RAID) systems, successfully in
use in Iraq and Afghanistan, and the Air Force’s E-3 Sentry (which cost $360M in today’s dollars)
for airborne warning and control missions.>”* Additionally, the Army could consider outfitting
existing unmanned aerial vehicles (UAVs) with sensors in order to detect cruise missiles.>’2

Navy Vertical Take-off and Landing Tactical Unmanned Aerial Vehicle (VTUAYV)
Savings: $1.68 billion

The VTUAV has suffered delays due to unreliability. The VTUAV program began in 2000 and was
expected to field an initial operational capability by 2003.°"® The Navy is planning to spend $1.6
billion to procure 156 VTUAYV aircraft. Instead, the Navy could use existing fixed and rotary wing
assets for their intelligence, surveillance, and reconnaissance needs. Other options would include
reducing the future purchases of manned systems and using or adapting existing UAV assets that
require short takeoff space from carriers, amphibious assault ships such as the upgraded Shadow
UAYV which has a flight endurance of five hours, similar to the Navy’s VTUAV but at significantly
lower cost.>"

A recent report by the Defense Department Director of Operational Test and Evaluation found that
despite years of development the VTUAV cannot provide information to ground forces, it failed
nearly half of its missions, and that the communications capability of the reconnaissance aircraft is
“fragile.”575

Unused Department of Defense Equipment
Savings: $500 million
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>2 Naval Studies Board, “Naval Forces’ Capability for Theater Missile Defense,” National Research Council, National
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> Shadow 400 Data Sheet, Textron Systems, http://www.aaicorp.com/pdfs/shadow400_12-18-09bfinal.pdf.
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The Department of Defense gives away millions of dollars worth of new, unused, or excellent-
condition equipment to state and local federal agencies. The Defense Logistics Agency stated that
the Department of Defense gave away around $200 million worth of equipment annually to state
agencies in Fiscal Year 2005, the latest year figures are available.>”® Assuming a 25 percent resell
rate for this equipment, changing the rules could save over $500 million the next decade.

The Department of Defense, under current rules, is allowed to transfer new, unused, and high
quality equipment to other federal agencies, state, and local governments at no charge. This creates
a perverse incentive for federal agencies to acquire equipment just because it is free, not because
they need it. For state and local governments needing the equipment, it is at no cost to them.
However, the Government Accountability Office (GAQO) noted the military had some trouble in
executing this program. The Defense Reutilization and Marketing Service (DRMS) is giving away
or selling items for pennies on the dollar that the Department of Defense continues to purchase.
GAO identified at least $400 million of fiscal year 2002 and 2003 commodity purchases when
identical new, unused, and excellent condition items were available for reutilization.>"’

Precision Tracking Space System Program
Savings: $7.5 billion

Terminating the Missile Defense Agency’s Precision Tracking Space System (PTSS) would save
$7.5 billion over the next ten years. According to the CBO, the plan to build a constellation of six
to twelve satellites for the purpose of detecting enemy missiles may not be a cost-effective use of
funds given the Air Force’s and Missile Defense Agency’s existing ability to track missiles with
both surface and space-based assets.>”®

Expeditionary Fighting Vehicle
Savings: $9 billion

In his last budget, former Defense Secretary Robert Gates proposed to terminate the Marine Corps’
armored Expeditionary Fighting Vehicle (EFV). The Congressional Budget Office and the National
Fiscal Commission on Responsibility and Reform also presented options for its termination.>” %

The EFV was designed decades ago to meet a threat the U.S. or allied forces will not likely face in
the near term. In a speech at the Naval War College in 2009 Secretary Gates questioned “the need
for a new capability to get large numbers of troops from ship to shore — in other words, the

capability provided by the Marine Expeditionary Fighting Vehicle.” He further stated “we have to

% GAO Report 05-729T, “DOD Excess Property: Management Control Breakdowns Result in Substantial Waste and
Efficiency,” Government Accountability Office, June 7, 2005, http://www.gao.gov/new.items/d05729t.pdf.

Grasso, Valerie, Email from Congressional Research Service to Defense Logistics Agency, May 26, 2010.

" GAO Report 05-729T, “DOD Excess Property: Management Control Breakdowns Result in Substantial Waste and
Efficiency,” Government Accountability Office, June 7, 2005, http://www.gao.gov/new.items/d05729t.pdf.

> Congressional Budget Office, “Reducing the Deficit: Spending and Revenue Options”, page 97, March 2011,
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take a hard look at where it would be necessary or sensible to launch another major amphibious
action again. In the 21% century, how much amphibious capability do we need?”>®*

C-27 Joint Cargo Aircraft
Savings: $1.4 billion

The C-27J Joint Cargo Aircraft program is an Air Force program to procure 38 smaller cargo planes
for intra-theater transportation of mission critical personnel and equipment. But many question the
need for a new aircraft.

This option would terminate the remaining purchase of these planes and direct the Air Force to fully
support the Army’s tactical logistic needs with existing C-130 assets. Former Secretary of Defense
Gates noted existing C-130 aircraft, currently still in production, carries more, costs less and can
land nearly everywhere the C-27 will be able to land.>®* Costs between the two planes are similar
and the C-130 is “capable of operating from rough, dirt strips and is the prime transport for air
dropping troops and equipment into hostile areas.>®®

Enterprise Resource Planning (ERP) Systems
Savings: $8 billion

The Department of Defense is spending billions of dollars to upgrade its legacy financial
information technology (IT) systems in an effort to improve their business operations and save
money. But the new systems cost much more than the ones they would replace and raise questions
about whether or not any savings will be achieved. *®* Some of the largest IT systems being
acquired are called Enterprise Resource Planning (ERP) systems, as they are capable of
consolidating all business processes across the enterprise (human resources, writing contracts,
timekeeping, ordering, maintenance, etc) into one system. The military services are purchasing
seven major ERP systems.

This option would eliminate two systems: the Global Combat Support System for the Army and the
Expeditionary Combat Support for the Air Force. These two ERP systems are logistics systems that
will have to be configured to interface with, rather than replace, other systems. The Army system is
a $3.9 billion system that was started in 2003 and will not be operational until 2017. The Air Force
system, started in 2004, may cost $5.2 billion and will be fully operational on a similar time
frame.”®® The costs of these two systems are high compared to the systems they are replacing and
the cost of other ERP systems.>®®
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If adopted, the Army and the Air Force could use their remaining ERP systems to perform the
logistics function, upgrade legacy systems to interface with their remaining ERP systems, or adopt
logistics ERP systems already built by other military services, defense agencies, or the federal
government. Regardless, the Air Force and Army must pay for the cost of these changes out of the

savings they will achieve from implementing them.
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Personnel Levels, Staffing, and Efficiencies

Adopt Secretary Gates’ Efficiency Recommendations ($100 billion)

The initiatives from former Secretary Gates include reducing the number of personnel services
contractors, limiting personnel growth in the Office of the Secretary of Defense (OSD), defense
agencies, and the combatant commands, and consolidating information technology infrastructure
facilities. However, instead of using these savings for additional 5purchases of weapon systems or
other investments, this funding will be used for deficit reduction.®®’

Double Secretary Gates Reductions to Contracting for Staff Augmentees ($37.8 billion)

This proposal, offered by the National Commission on Fiscal Responsibility and Reform, would
reduce contractor staff augmentees by 20 percent instead of 10 percent per year as former Secretary
Gates proposed.®®

Freeze Federal Salaries for DoD Employees ($15.5 billion)

This option would adopt the National Commission on Fiscal Responsibility and Reform’s
recommendation regarding the civilian workforce at the Department of Defense. Given the elevated
levels of unemployment in the private sector, and wage freezes and declines for many, it is unlikely
freezing DOD pay would significantly impact the DOD workforce.>®°

Reverse the Grow the Army Initiative ($92 billion)

According to the Congressional Budget Office, the military could save $92.5 billion over ten years
by reversing the “Grow the Army Initiative,” and returning to pre-2007 levels of active duty
personnel.>® The Army is currently authorized for 547,400 soldiers, a rise from the previous
permanent authorization of 482,400 soldiers. This option would return the Army to 482,400
soldiers on active duty and slightly reduce the number of reservists.

Former Secretary Gates proposed trimming troop levels. In January, Secretary Gates proposed the
Army reduce its active duty forces by 27,000 troops in 2015.%%

Alternatives to consider for this recommendation regarding personnel savings:
e Adjusting the number of Army soldiers in support units versus Brigade Combat Teams
e Freezing or reforming base pay levels of all military Service members.
e Reducing more active duty Army forces but adding a greater number of Army National
Guard or Army Reserve units.

Reduce Military Personnel Overseas in Europe and Asia ($69.5 billion)
This option adopts the recommendation by the National Commission on Fiscal Responsibility and
Reform to reduce the military personnel stationed at overseas bases in Europe and Asia by one-
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third.>** This would be combined with a Congressional Budget Office proposal to reduce military
personnel stationed in headquarters overseas, and decrease the overall permanent authorization of
troops by the same amount.>*® The combination of these options would save nearly $70 billion over
ten years.

One of the military deployments to cancel that makes the most strategic sense is the military
deployment to Guam. The original plan for Guam was a result of a bilateral agreement with the
Japanese government to transfer 8,600 Marines and 9,000 dependents from Japan to Guam. Japan
agreed to pay for approximately $6 billion of the total costs, which are now expected to run to as
high as $23.9 billion.>®* These conventional troops could be maintained in the continental United
States at a far lower cost.

This option would leave plenty of military capability by maintaining strategic air bases and naval
ports to provide logistics links to the current operations in Iraq, Afghanistan, and Libya. However,
the strategic rationale for maintaining conventional ground troops in the middle of Western Europe
and on islands in Asia has passed given the end of the Cold War.

Under this option, the current fleet of over 300 cargo planes, the civil reserve air fleet, and the
upcoming Joint High Speed Vessel transport ship will ensure that if ground forces are needed
quickly they will be available for the Commander-in-Chief.

Reduction Travel at the Departments of Defense ($14 billion)

According to OMB figures, the Department of Defense (DOD) spent $9.1 billion on airfare, hotels,
rental cars and meals in 2008, a figure that was expected to rise by $200 million in 2009.>%
President Obama requested his Cabinet Secretaries to cut $100 million in their administrative
budgets. He highlighted the actions of one agency as an example of how travel reform could save
money, by stating:

“Just a couple of examples: Veterans Affairs has cancelled or delayed 26 conferences, saving nearly
$17.8 million, and they’re using less expensive alternatives like videoconferencing.”>%

In addition to utilizing videoconferencing and other training methods to reduce travel costs, a
Government Accountability Office (GAQ) report from several years ago noted the military services
spent almost $3 billion in moving over 750,000 personnel from one base to another base every one
to three years, not counting moves to combat areas.>®’
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This proposal would call for a reduction in future travel expenditures by Defense Department
personnel by 15 percent or around $1.4 billion per year, leaving around $7.5 billion available for
essential travel purposes. This could easily be accomplished by reducing unnecessary travel and
lengthening tours at military bases from one to three years to four to six years. For the Army in
particular, the large bases such as Fort Hood and Fort Bragg offer opportunities for soldiers to move
to new organizations for promotion opportunities without leaving for another Army base, and in
turn reducing moving costs for the government.

Replace Military Personnel Performing Commercial Activities with Civilians ($53 billion)

This option, presented by the National Commission on Fiscal Responsibility and Reform, would
replace 88,000 military personnel who perform commercial-type activities with civilian personnel —
beginning in Fiscal Year 2013.

Examples of these positions would be installation support, supply, transportation, communications,
and morale, welfare, and recreation support.>*® According to the Defense Business Board there are
over 339,000 active duty military performing commercial-type activity.>®® This proposal affects
less than one-third of the military’s active duty troops in these commercial-type positions.

These positions would be replaced with 62,000 civilians, which would provide considerable savings
as their total compensation is lower than active duty military.®®

Standardize Per Troop Spending and Reduce Spending on Maintenance Due to Base Closures

($34 billion

This option, proposed by the National Commission on Fiscal Responsibility and Reform, would
direct the services to standardize their spending on base support by examining the best practices of
the four military services. There is currently a 50 percent difference in base support costs per troop
from the Army to the Air Force. The Department of Defense has common standards and these
should be upheld.

Another area for savings is reducing spending on facilities maintenance due to Base Realignment
and Closure (BRAC). As aresult of BRAC DOD’s square footage decreased by 20 percent and its
spending on maintenance increased by nearly 20 percent. The most recent round of BRAC just
ended and consolidations are complete which provide ample opportunity for savings on base
maintenance.

Consolidate Military Health Care Services ($2.8 billion)

The Government Accountability Office has identified the military health care system as an
opportunity for the Department of Defense to achieve financial efficiencies.®®* In 2006 the
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Department of Defense chose not to implement a recommendation to establish a unified military
medical command rather than maintaining separate health care bureaucracies with the Army, Navy,
Air Force and the Office of the Secretary of Defense. %

The conservative estimate reported from the Government Accountability Office was that $281
million more per year or at least $2.8 billion over the next ten years could potentially be saved
through the establishment of a unified military medical command. This option would direct the
Department of Defense to consolidate their military medical command structure to achieve those
savings.
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General Reductions

Audit the Pentagon ($25 billion)

The Department of Defense is one of the few agencies in the federal government which cannot and
has never passed an independent audit of its finances. Unfortunately, it is the largest government
agency in terms of annual expenditures and the costs of its non-compliance with the numerous laws
requiring audited financial statements are significant.

The Marine Corps recently realized approximately $3 in savings for every $1 it invested in
rudimentary financial improvement operations.®® This is an extremely conservative ratio; other
government organizations show significantly more robust cost savings when improving their
financial operations, some as high as a 10 to 1 return on investment.®® If Congress forced the
Department of Defense to achieve audit readiness, it could generate substantial savings. It is
entirely within the realm of possibility for the Pentagon to receive at least $25 billion in savings
(less than Y2 of 1 percent of base budget funding) each year for the next ten years through improved
financial management.

Keep Intelligence Spending Constant ($26 billion)

This option would cut current intelligence spending by three percent and then freeze it for the next
ten years.®® This would be accomplished by directing the Armed Services, Intelligence, and
Appropriations Committees to identify and eliminate duplication between the National Intelligence
Program (NIP) and the Military Intelligence Program (MIP).

There remains a great deal of overlap in roles and responsibilities in the budget for intelligence even
though the world and the intelligence professionals have changed their practices and procedures.

In 2009, Director of National Intelligence Blair stated this theme saying “this old distinction
between military and non-military intelligence is no longer relevant. The problems that we face in
the world have strong military, diplomatic, economic and other aspects that all work together and
need to be supported by an interlocked and interweaving set of intelligence activities.”®%

The results of this duplication review and budgetary changes would be classified.

Research and Development Funding ($79 billion)

This option would direct DoD to cut ten percent of its Research and Development budget and fund
only the top 90 percent most important projects for two years. Under this recommendation,
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Congress could shift funding within this amount but could not increase the amount overall. After
the first two years, funding would be frozen at this amount for the next eight years.

In constant Fiscal Year 2011 dollars, the Defense Department received $580 billion in research and
development funds from Fiscal Year 2001 to Fiscal Year 2008, an average of $72 billion a year. In
contrast the Defense Department received only $407 billion from 1981 to 1988, an average of $51
billion per year in constant dollars which includes the height of the Reagan-buildup and while the
nation faced the nuclear threat from the Soviet Union.®%’

This option would eventually return funding back to $58 billion per year, well above the Reagan-era
averages for Research and Development (R&D). It would reduce Fiscal Year 2012 funding for
R&D by 10 percent, Fiscal Year 2013 funding by another 10 percent, and then maintaining this
level for the next eight years.

Reduce the Civilian Workforce by Five Percent Beginning in 2014 ($22.5 billion)

Other options in this chapter reduce the active duty strength of the Army, reduce personnel
overseas, and for eliminate several weapon systems acquisitions. All of these functions are
supported by a civilian workforce at the Department of Defense that can be reduced further if these
options are adopted.

Former Deputy Secretary of Defense Gordon England recently stated that 100,000 of the current
700,000 civilians at the Department of Defense (more than 14percent) could be reduced without
adding contractors to replace them and this would not affect the military capability of the
Department of Defense.®%

Further, military services and defense agencies such as the Defense Finance and Accounting
Service, the Defense Logistics Agency, and others benefitted from large scale IT implementation
that automated functions previously done by manual labor. Through attrition and other
management, DOD should use these systems to their maximum capability, adopt private sector best
practices with the use of the new IT systems, and reduce the workforce.

DEPARTMENT OF DEFENSE TEN YEAR SAVINGS
Discretionary: $963.3 billion
Mandatory: $43 billion
Total: $1.006 trillion

%7 Office of the Undersecretary of Defense (Comptroller), “National Defense Budget Estimates for FY 2012,” March
2011, http://comptroller.defense.gov/defbudget/fy2012/FY 12 _Green_Book.pdf.

608 England, Gordon, “The Pentagon’s Financial Drawdown,” New York Times, July 15, 2011,
http://www.nytimes.com/2011/07/15/opinion/15England.html.



http://comptroller.defense.gov/defbudget/fy2012/FY12_Green_Book.pdf
http://www.nytimes.com/2011/07/15/opinion/15England.html

BACK IN BLACK | 132

U.S. DEPARTMENT OF EDUCATION

The U.S. Department of Education was created in 1980 by combining offices from several federal
agencies. Its mission was then, as it is now, to promote student achievement through a variety of
means, including assistance directly to both students and schools. Since its establishment, the
Department’s budget has grown seven-fold — from a discretionary budget of $11.7 billion in 198
to a discretionary request of $77.4 billion® in FY 2012. Even more, in FY 2012, the Department
will spend $9.3 billion in mandatory funds®* and will also use $113 billion in public debt to fund
federal direct student loans.®™® To administer its more than 230 programs,®** the Department
employed 4,390 full time employees in FY 2011 in addition to several thousand contractors. In
total, nearly $200 billion in taxpayer resources will be directed federal education efforts in the
coming year alone.
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Higher Education Reform

As the country confronts record levels of national debt, difficult decisions must be made about
programs the federal government can afford to operate and which are better suited for state and
local governments, or even the private sector. One such program, the Federal Direct Loan Program,
has grown increasingly unaffordable, in part because of recent changes. Last year, Congress
mandated all federal student loans be financed with public debt and issued through the Direct Loan
program, rather than issued privately with a federal backstop.®™ Under the previous arrangement,
the government leveraged private sector capital to provide federal student loans with a capped
borrower interest rate, taxpayer-funded subsidies to offset the cap, and a federal guarantee against
default.

Direct loans are not entirely new to the Department, but previously comprised a decidedly smaller
portion than under current rules. The move to eliminate a role for private sector capital from the
program has added significant pressure to the federal balance sheets. As a result of this change, the
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country will issue nearly $1.4 trillion in new public debt over the FY 2011 to FY 2021 timeframe,®*
putting taxpayers on the hook if these debts are not repaid. Put in context, over the seventeen year
period of FY 1994 to 2010 the Direct Loan program originated $268 billion in student loans,
whereas the Department will originate $113 billion in loans with public debt in FY 2012 alone.®’

Annual Direct Loan Volume, Financed with Public Debt
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In another recent change, Congress altered the manner in which these loans are recorded in the
federal ledger. Because the loans are supposed to be paid back with interest, they are considered

“assets” the government assumes it will one day
collect. While technically this is the case, the ever-
increasing costs of college means federal borrowing
to fund student loans climbs higher each year,
thereby outstripping repayments to the government
on an annual basis. College tuition and fees
increased 439% from 1982 through 2007 — almost
triple the rise in median family income.®*® The
result is an endless cycle in which the money that
goes out the door is always more than is coming
back in.

In fact, for all credit programs run by the
government, including direct student loans, CBO
notes, “Each year from 2010 to 2020, the amount of
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accessed July 4, 2011.
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accessed July 4, 2011.

818 Tamar Lewin, “College May Become Unaffordable for Most in U.S.,” The New York Times, December 3, 2008,
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loans disbursed will generally be larger than the amount of repayments and interest collected.”®*

This is also true of the Direct Loan program in which annual loan volume did not exceed the $20
billion mark until fiscal year 2009, and due to changes in the law, will originate in excess of $110
billion in loans annually for the foreseeable future, and as much as $141 billion in FY 2021.

The cost to taxpayers, however, extends further than the cost of originating the loans. It also
includes defaults and the related costs of collections,®?® loan discharges for death and permanent
disability, loan principal and loan interest forgiven or repaid by taxpayers under various federal
programs. In each of these instances, taxpayers will not see the loan amount returned to the
Treasury.

Nor is the Direct Loan program the only postsecondary student loan program the government
operates. The government also administers the Federal Perkins Loan program,®?* another program
providing low-interest loans to low-income students. Loan volume and associated costs of this
program are also likewise rising. The volume of Perkins Loans was more than $970 billion in FY
2011, and the Administration requested $4.2 billion for FY 2012.%%

In addition to federal student loans, the government operates dozens of programs to assist
postsecondary institutions and their students. The largest source of this federal grant aid to students
in support of postsecondary education is the Pell Grant program, which comes in two forms:
discretionary and mandatory. In recent years, as the amount of Pell Grant funding increased the
cost of tuition in all secondary education institutions has risen in near equal measure.®?® In fact,
academic research by economists at the University of Oregon suggests colleges respond to increases
in Pell Grants by raising their tuition. After looking at more than 1,550 four-year colleges, they
found that “private colleges’ tuition, and public colleges’ out-of-state tuition, increased by roughly
$800 for every $1,000 increase in Pell recipients’ average grants.”624

The discretionary Pell Grant has been demonstrated to be effective while not leading to increased
tuition at institutions of higher education. As explained by Andrew Gillen of The Center for
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College Affordability and Productivity, the discretionary Pell Grant has proven to be good program
“...largely because the awards are modest in size and the income restrictions ensure that the money
goes to the truly disadvantaged.”®®

However, the introduction of mandatory spending to the program in 2010 (a mandatory “bumg) up”’
to the discretionary award base) undermines the elements that make this program successful,®%°
while increasing program costs significantly. The higher costs resulting from mandatory “bump
up” have also come at a time when program costs were already
significantly increasing due to higher utilization rates during
the downturn of the economy, and expansions of eligibility. In
order to maintain a maximum grant of $5,550 in FY 2012, the
administration states the total cost of the program is expected to
be $41 billion.®*” As a result, the program needs to be reformed

Federal student aid continues to
skyrocket despite clear evidence that
the availability of federal student aid
has contributed to the increasing costs

to contain costs and retain the elements of the program that of college. Lawmakers need to focus

ensure effective targeting of federal dollars. legislative efforts on addressing the
cause of college costs and largely exit

Higher Education Recommendations: the financial aid business.

Federal student aid costs continue to skyrocket despite evidence

that the provision of federal student aid has contributed to the

increasing costs of college. In general, when financial aid

programs make more money available to schools, this money is spent, resulting in higher costs per
student. This results in more costly higher education, which has negative implications for access
and affordability.®?®

In fact, a recent study found undergraduate education to be a highly profitable business for
nonprofit colleges and that “profits” are being spent — not on holding down costs for students, but
on some combination of “research, graduate education, low-demand majors, low faculty teaching
loads, and excess compensation.”®?

A tangible example of this was demonstrated in another recent study showing tuition and fees at the
flagship campus of the University of Texas “could be cut by as much as half simply by asking the

825 Andrew Gillen, “Don’t Make the Pell Grant an Entitlement,” The Center for College Affordability and Productivity,
http://centerforcollegeaffordability.org/archives/1435, accessed July 7, 2011. See also Andrew Gillen,“Financial Aid in
Theory and Practice,” Center for College Affordability and Practice, April 2009,
http://www.centerforcollegeaffordability.org/uploads/Financial_Aid_in_Theory and Practice%281%29.pdf, accessed
July 4, 2011.
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Theory and Practice,” Center for College Affordability and Practice, April 2009,
http://www.centerforcollegeaffordability.org/uploads/Financial _Aid_in_Theory and Practice%281%29.pdf, accessed
July 4, 2011,
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80%of faculty with the lowest teaching loads to teach about half as much as the 20% of faculty with
the highest loads.”®*°

To truly improve postsecondary education, curb college costs and relieve pressure on the federal
budget, the government can reduce federal student aid resources without harming those aspiring to,
or already attending, a four-year college.

Congress should:

e End the Direct and Perkins loan programs so student loans are made by exclusively by private
lending institutions without federal debt issuance or federal subsidy. This proposal calls for a
transition period to ensure student loan funding is not abruptly disrupted. With projections
that the Direct Loan program will issue nearly $1.4 trillion in public debt over the next
decade to fund student loans, this change would achieve significant savings for the taxpayer.
Congress should also implement recommendation of the Peterson-Pew Commission on
Budget Reform to use fair-value accounting when estimating costs and obligations under the
Direct Loan program.®*!

e Eliminate all remaining federal postsecondary programs except for the discretionary Pell
Grant program and the Iraq and Afghanistan Service Grants which provide grant funding to
children who had a parent died in Iraq or Afghanistan, and who do not receive the traditional
Pell grant. This change would deliver portable postsecondary grant money directly into the
hands of students most in need. Eliminating the mandatorg/ 2portion of the Pell Grant is
projected to save $78.3 billion over the 2012-2021 period.®** Eliminating the remaining
postsecondary programs at the Department would save $4.5 billion annually, and $50.6
billion over ten years.

Elementary and Secondary Education Reform

Having an educated population is one of the most important aspects of the future productivity and
success of the United States. Because every individual is unique and educational approaches do not
come in one-size-fits-all, energizing local communities is the best approach to achieve this goal.
Limiting the federal role in this arena, and emphasizing local involvement, will help ensure our
diverse populations receive an education tailored to their needs, interests and abilities.

Too many local school boards have been negatively impacted by the unintended consequences of
well meaning federal programs, but do more harm than good. State school administrators often
have to navigate numerous mandates from the federal level, creating inefficiencies and tying up
funds in areas one community may need but another may not. Instead of states education systems
working with local districts to determine what is best for their teachers and students, they have to
orient their goals to a program created far from where they live, often by people who may not have

%% Richard Vedder, “Time to Make Professors Teach,” Wall Street Journal, June 8, 2011,
http://online.wsj.com/article/SB10001424052702304432304576369840105112326.html, accessed July 4, 2011.
83! peterson-Pew Commission on Budget Reform, “Getting Back in the Black,” November 2010,
http://www.pewtrusts.org/uploadedFiles/wwwpewtrustsorg/Reports/Economic_Mobility/Peterson-
Pew_report_federal_budget process_reform.pdf.

832 Congressional Budget Office, cost estimate requested by office, dated July 5, 2011.
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considered their particular needs. Because the federal government provides such a small percentage
of our nation’s total education spending, it does not need to be this way.

Public School Revenue Sources
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One of the unintended consequences of poorly designed federal rules, state and local school districts
spend an inordinate amount of time complying with rules under the No Child Left Behind Act
(NCLB). Estimates from 2006 found NCLB guidelines increased state and local education
agencies’ annual paperwork burden by 6.7 million hours, at a cost of $147 million.®*® Estimates
from the office of Representative John Kline, chairman of the House Committee on Education and
Workforce, show federal reporting burdens have increased since that time. “States and school
districts work 7.8 million hours each year collecting and disseminating information required under
Title I of federal education law. Those hours cost more than $235 million.”®**

And while federal education funding has continued to increase in recent decades, results have
lagged behind. Per-pupil federal spending at the K-12 level, after accounting for inflation, has more
than doubled since 1970. Despite these enormous investments, outcomes have not improved, and
the educational system has found itself under greater strain. For example, long-term scores on the
National Assessment of Educational Progress (NAEP) in reading, math and science have seen

833 Lindsey Burke, “Reducing the Federal Footprint on Education and Empowering State and Local Leaders,” Heritage
Foundation, June 2, 2011.

834 As recounted in “Reducing the Federal Footprint on Education and Empowering State and Local Leaders,” by
Lindsey Burke, Heritage Foundation, June 2, 2011.
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minimal improvement and in most areas remain relatively stagnant.

Worse still, even our most

basic measurement of success, graduation, shows the problem is getting worse, not better. In the
last 100 years, the year with the highest graduation rate was 1969, eleven years before the creation

of the Department of Education.
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In one of the most disheartening findings related to NCLB, a team of researchers at Rice University
found stringent federal testing requirements may even be responsible for worsening dropout rates in
Texas. Their research uncovered that “the state’s high-stakes accountability system has a direct
impact on the severity of the dropout problem,” and African American and Latino children were at

8% National Assessment of Educational Progress, “Long Term Trends,” reports, accessible at
http://nationsreportcard.gov/Itt_2008/.

8% Mathews, Jay, “Must-read new report on high school dropouts,” Washington Post Class Struggle (blog), June 10,
2010, http://voices.washingtonpost.com/class-struggle/2010/06/must-read _new_report_on_high_s.html.

837 Mathews, Jay, “Must-read new report on high school dropouts,” Washington Post Class Struggle (blog), June 10,
2010, http://voices.washingtonpost.com/class-struggle/2010/06/must-read_new_report_on_high_s.html.
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risk of “being pushed out of their schools so the school ratings can show ‘measurable
improvement®.”%%

High School Graduates as a Percentage of the 17-Year-Old Population, 1869-70
to 1999-2000
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The truth is turning up the water pressure on a broken hose will not change the fact the hose is
broken. While some policymakers have been successful in creating the message that increased
funding and additional programs can serve as an elixir to the significant shortcomings in our
education system, our nation’s students have been cheated by both an ineffective federal
bureaucracy and an uncertain future of burdensome debt. If the answer were simply to provide
more funding, the results from the enormous financial contributions we have made to date would be
evident. As it stands, concentrating funding in a single city, Washington, D.C., has done little to
improve test scores, increase graduation or achieve our nation’s educational goals.

Recommendations: Reduce, Empower, and Innovate

In order to return more control to the local level, funding for all elementary and secondary programs
should be combined into a single funding stream and reduced by 50 percent. The remaining federal
assistance should be given to states, which would retain complete authority this funding. The
assistance should be divided among states based on a percentage of school-aged children, where
state and local education departments can direct funding toward their own priorities and goals. This
system will allow states to design individualized education plans to fit their unique education needs
and goals. In the place of a single, disconnected federal agency, there will be 50 states incubating

%38 McNeil, L., Coppola, E., Radigan, J., Vasquez Heilig, J., “Avoidable losses: High-stakes accountability and the
dropout crisis. education policy analysis archives,” North America, 16, Jan. 2008. Available at:
http://epaa.asu.edu/ojs/article/view/28, Accessed July 15, 2011.
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educational innovations, with an exponentially greater chance of discovering the best practices that
can be used as design models by other states.

These changes would save $25 billion in the first year and $280.2 billion over ten years by

consolidating the following programs.

Title I, A - Grants to LEAs
School Improvement Grants
Early Reading First
Striving Readers

Reading First

Even Start

School Libraries

Migrant Education
Neglected and Delinquent
Comprehensive School
Reform

Title | Evaluation
(1501/1503)

High School Graduation
Impact Aid

Improving Teacher Quality
State Grants

Math and Science
Partnerships

Educational Technology
21st Century After School
Gifted and Talented
Foreign Language
Assistance

State Assessments
Homeless Education
Native Hawaiian Education
Alaska Native Education
Rural Education

Indian Education

Teacher Incentive Fund
Troops to Teachers
Transition to Teaching
National Writing Project
Teaching American History
Academies for American
History and Civics

School Leadership
Advanced Credentialing
Charter Schools

Voluntary Public School
Choice

Magnet Schools

Advanced Placement
Close Up Fellowships
Ready-to-Learn TV

FIE Programs of National
Significance

Reading Is Fundamental
Ready to Teach

Historic Whaling and
Trading Partners
Excellence in Economic
Education

Mental Health Integration
in Schools

Foundations for Learning
Arts in Education

Parental Information and
Resource Centers
Women's Educational
Equity

Promise Neighborhoods
Safe and Drug Free Schools
State Grants

Safe and Drug-Free Schools
National Activities
Alcohol Abuse Reduction
Mentoring Program
Character Education
Elementary and Secondary
School Counseling
Physical Education

Civic Ed - We the People
Civic Ed-Cooperative
Education Exchange

Title 11 - English Language
Proficiency

Smaller Learning
Communities

Race to the Top

Investing for Innovation

Office of Special Education
and Rehab Services State
Grants

Office of Special Education
and Rehab Services State
Grants National Activities
Special Olympics education
programs

Vocational Rehab State
Grants

Vocational Rehab Grants to
Indians

Client assistance State
grants

Rehab Services and
Disability Research
Training

Demonstration and training
programs

Migrant and seasonal farm
workers

Recreational programs
Protection and advocacy of
individual rights

Projects with industry
Supported employment
State grants

Independent Living State
grants

Independent Living Centers
Independent Living
Services for older blind
individuals

Helen Keller National
Center for Deaf-Blind
Youths and Adults

National Institute on
Disability and
Rehabilitation Research
Assistive technology
programs
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Career and technical
education (Carl D. Perkins
CTEA)

Adult Education

Transition for incarcerated
individuals

Head Start/Early Head Start
(Transfer from HHS and
Consolidate)

Bureau of Indian Education
(Transferred from Interior)
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DEPARTMENT OF EDUCATION TEN YEAR SAVINGS
Discretionary: $330.8 billion
Mandatory Savings: $78.3 billion
Total: $409.1 billion
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DEPARTMENT OF ENERGY

The Department of Energy (DOE) has four strategic mission areas.
They include advancing energy and nuclear security, promoting scientific discovery and
innovation, and ensuring environmental responsibility and management excellence. DOE
initiates and coordinates various energy-related programs throughout the country and provides
much of the data and information that is used to educate individuals and lawmakers on energy
issues. The DOE has been host to some of the world’s greatest technological breakthroughs to
date and have established energy technology infrastructure to better harness the country’s natural
resources.

To continue into the future and to survive in these tight budgetary times, the agency and
Congress need to better harness taxpayer funds to secure our energy future.

In the pages that follow, this proposal will discuss ways to make DOE more efficient and ensure
that the agency is focused on the core mission for which it was created. However, it must be
emphasized that the single greatest impact the federal government can have on our energy
security is to expand access to the vast energy resources—traditional and alternative—available
on federal lands.

The most important role this agency has is directing our nation on a course towards energy
security. As it stands, federal lands contain vast amounts of renewable and traditional energy
resources that remained largely untapped due to land use and offshore access restrictions. For
example, 90 percent of geothermal resources are found on federal lands while 29 million acres
are primed for solar energy development, particularly in the Southwest.®*

Onshore wind energy potential covers at least 21 million acres of public lands, but the
transmission lines and pipelines necessary to transmit power to consumers cross hundreds of
public lands, rivers, and streams.®*® Ocean wind and wave power have tremendous potential off
our nation’s coasts.®** The single greatest way our government can advance our energy economy
is to provide full access to these energy supplies, so the country’s true capabilities can be fully
and responsibly harnessed.

839 «J.S. Department of the Interior, “Building Our Clean Energy Economy,”
http://doi.net/progressreport/energy.html

40 DOI, News Release, March 11, 2009, http://www.doi.gov/news/09 News_Releases/031109c.html
841.S. Department of Interior, Bureau of Ocean
http://www.boemre.gov/offshore/renewableenergy/PDFs/BOEMREAIlternativeEnergyfactsheet.pdf
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642

Eliminate the Office of Energy Efficiency and Renewable Energy”™ to save $24 billion over

ten years

Basic Renewable Energy Research and Development is the focus of EERE. This sub-agency
administers a dedicated program for every major renewable energy source and efficiency
technology. ®** Partnering with industry, the agency has made significant progress to develop
more cost competitive alternative energy technologies. EERE was funded at $9.1 billion in
FY2010, which includes funding from the American Recovery and Reinvestment Act (ARRA),
and the Administration proposed $3.2 billion in its FY 2012 Request. Ending EERE’s programs
is estimated to save $24 billion over ten years.

There is little doubt the Department of Energy (DOE) and EERE in particular have played an
important role to furthering fledgling technology. In recent years though, the pace of private
investment has begun to increase commensurate with the maturity of the technology itself.
Combined global public and private renewable energy financing reached $243 billion in 2010, up
from $186.5 billion in 2009.%**

For its own part, the federal government began funding research and development for renewable
energy in the 1970s.°* The American Recovery and Reinvestment Act provided an infusion of
over $90 billion.®*® In 2010, the federal assistance reached $34 billion.®*’

The role of federal research should not be overlooked. Federal research has brought about
spectacular technology advancements in past decades, such as the invention of the atom bomb in
the 1940s or the Internet and GPS in more recent years. Indeed, certain research initiatives will
have an important place in the federal budget.

While basic federal renewable energy research and development is a worthy goal, it is no longer
a priority, considering the nation’s unsustainable debt combined with the technology and scale of
renewable energy generation having reached a point where industry experts and private investors
are capable of assuming funding responsibilities.

The Congressional Budget Office (CBO) recommended reducing funding for research and later
stage technology development, demonstration of commercial feasibility and the deployment of
new technologies at EERE. CBO acknowledged the private sector often performs these activities
better and can generate direct feedback from consumers in markets to determine the true merits

82Congressional Budget Office, 2011 Budget Options, Page 117 of PDF
http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf

%2 hydrogen, biomass and biorefineries, solar, wind, geothermal, hydro, vehicle technologies, building technologies,
industrial technologies, federal energy management, facilities and infrastructure, and weatherization

4Bloomberg New Energy Finance, BCSE Meeting, March 15, 2011; RemewableEnergyWorld.com, 2010 Clean
Energy Investment Hits a New Record, January 11, 2011
http://www.renewableenergyworld.com/rea/news/article/2011/01/2010-clean-energy-investment-hits-a-new-record
®#>Congressional Research Service, RS22858, Fred Sissine, January 26, 2011;
http://www.crs.gov/Products/RS/PDF/RS22858.pdf

84 «“Department of Energy pours funds into cleantech industry,” iStockAnalyst, November 14, 2010;
http://www.istockanalyst.com/article/viewiStockNews/articleid/4666702

®4"Renewableenergyfocus.com, News, 2010: Clean energy investment up to US$243 billion, April 27, 2011;
http://www.renewableenergyfocus.com/view/17600/2010-clean-energy-investment-up-to-us243-billion/
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of a technology more cost-effectively. CBO also cited previous conclusions by the Government
Accountability Office, which determined the DOE has not been successful manager (or
consistently improved since earlier assessments) of various technology development projects,
which have often failed to meet their goals, and are not initiating sufficient oversight.®*

Alternative energy technology is a growing market and a multi-billion dollar industry with many
applications already available. Energy security, as it relates to DOE’s purview, should not mean
investing in projects the private sector is already investing in or spending taxpayer dollars to
deploy non-competitive technology.

Some of the venture capital backers of Google, Amazon.com, and others say that the alternative
energy boom “is bigger than the internet by an order of magnitude. Maybe two.”%* Even
initiatives once considered too risky for private investment eventually catch on if determined to
have potential.®*

Renewable energy development is not without its risks. These risks, however, are a cornerstone
to a working market. They enable entrepreneurs to address glitches in technology and delivery
systems, ultimately providing the highest quality good or service in response to demand rather
than politics. Misguided subsidies foster an attitude of apathy by removing the natural link
between revenues and performance value. Too much government investment can also neutralize
the competitive advantage that investors and companies have earned by risking capital on cutting
edge energy technologies. Providing subsidies allows others to catch up without true risk and
ignore potential financial challenges.

After decades of research and federal funding that have laid the foundation for renewable energy,
venture capital, private equity, philanthropists, and dedicated renewable energy businesses
should take the lead in developing technologies on a commercial scale that are cost-competitive.

Billions of private sector dollars and venture capital®® are already dedicated to next generation
energy technologies. The U.S. led the world in venture capital and private equity investments in
renewable energy by a long shot with over $4 billion in 2010.°°? U.S. venture capital investment
in renewable energy increased 54 percent to $1.14 billion in the first quarter of 2011 from the

8Congressional Budget Office, Reducing the Deficit: Spending and Revenue Options, March 2011;
http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf

9New Energy Technologies, Inc., Investing in Renewable and Alternative Energy, 2010;
http://www.newenergytechnologiesinc.com/investing_renewable

9The New York Times, Matthew L. Wald, “Energy Firms Aided by U.S. Find Backers, February 2, 2011;
http://www.nytimes.com/2011/02/03/business/energy-environment/03energy.html?_r=1&pagewanted=print
®1The New York Times, Cezary Podkul, “Private Equity Is Bullish on Clean Energy, January 29, 2011;
http://green.blogs.nytimes.com/2010/01/29/private-equity-is-bullish-on-clean-energy/. Pipeline Clean Energy,
CleanTech & Renewable Energy 1Q11; Press Release, April 19, 2011;
http://cleanenergypipeline.com/Press.aspx?id=15. Live Science, “Investment in Green Energy Quadruples in 4
Years, June 3, 2009: http://www.livescience.com/5497-investment-green-energy-quadruples-4-years.html.

%52 Bloomberg New Energy Finance, BCSE Meeting, March 15, 2011, Slide 11
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same time period in 2010.%°® Global venture capital reached $8.8 billion in 2010, up 28 percent
from 2009.%>

Philanthropists are now playing a significant role as well. Started in 2005, GE’s Ecomagination
program is on pace to invest $10 billion between 2010 and 2015 in renewable energy and energy
efficiency technologies, such as buildings and appliances.®®* GE recently marked a milestone in
thin-film solar and will construct what will likely be the largest manufacturing plant for solar
panels in the country that is estimated to cost $600 million.>>® To date, Google has totaled $780
million in renewable energy investments, including solar, wind, and transmission.®*’ The
company does not seem to be slowing down either as it recently announced its largest renewable
energy investment to date of $280 million into a solar energy fund®® and, most recently together
with Citi, $102 million in a wind energy project.”®® Goldman Sachs went beyond its original
commitment of investing $1 billion in renewable energy and energy efficiency projects and has
now invested over $2 billion.®®°

Subsidizing market success or potential is not the highest and best use of taxpayer dollars. In
Pennsylvania, a swath of tax credits from various levels of government depressed market prices
for solar by 75 percent to the point it could not be made profitable. Now state legislators are
seeking corrective measures that would require utilities to buy solar power—essentially
increasing the state’s clean energy standard—that will initially increase prices for them but
ultimately be passed on to consumers.®®*

3Ernst & Young, US VC investment in cleantech reaches $1.14 billion in Q1 2011, a 54% increase from Q1 2010,
May 2, 2011; http://www.ey.com/US/en/Newsroom/News-releases/US-V C-investment-in-cleantech

85Renewable Energy World, “2010 Clean Energy Investment Hits a New Record, January 11, 2011;
http://www.renewableenergyworld.com/rea/news/article/2011/01/2010-clean-energy-investment-hits-a-new-record
®*Environment and Energy Management News, “GE’s Ecomagination Spent $1.8bn, Launched 22 Products in
2010,”June 21, 2011, http://www.environmentalleader.com/2011/06/21/ges-ecomagination-spent-1-8bn-launched-
22-products-in-2010/, accessed June 28, 2011.

856 Anderson, Eric, “GE hits milestone with thin-film solar, will build plant,” Times-Union (Albany, NY), April 7,
2011. http://blog.timesunion.com/business/ge-hits-milestone-with-thin-film-solar-will-build-plant/23346/, accessed
June 28, 2011.

87 Website of Google Green, ”Are there innovative ways to support innovation,”
http://www.google.com/green/collaborations/support-innovations.html, accessed June 28, 2011.

%8The Official Google Blog website, “Helping homeowners harness the sun,” June 16, 2011,
http://googleblog.blogspot.com/2011/06/helping-homeowners-harness-sun.html, accessed June 28, 2011; Website of
the Financial Times Tech Hug, “Google launches $280 million solar fund,” June 15, 2011
http://blogs.ft.com/fttechhub/2011/06/google-launches-280-million-solar-fund/, accessed June 28, 2011.

%W ebsite of BusinessWire, “Citi, Google to Invest in Additional Phase of Terra-Gen Power’s Alta Wind Energy,”
June 22, 2011, http://www.businesswire.com/news/home/20110622006208/en/Citi-Google-Invest-Additional-Phase-
Terra-Gen-Power%E2%80%99s, accessed June 29, 2011; Website of Austin Business Journal, by Silicon
Valley/San Jose Business Journal, “Google puts another $102M in wind energy,” June 22, 2011,
http://www.bizjournals.com/austin/news/2011/06/22/google-puts-another-102m-into-mojave.html, accessed June
28, 2011.

880 Website of Goldman Sachs, “Environmental Stewardship and Sustainability,”
http://wwwz2.goldmansachs.com/citizenship/environment/business-initiatives.html, accessed June 28, 2011.

%1 Maykuth, Andrew, “Pennsylvania's solar-energy industry suffering from success,” Philadelphia Inquirer (PA),
May 24, 2011, http://articles.philly.com/2011-05-24/business/29578002_1_solar-projects-green-energy-capital-
partners-solar-power, accessed June 28, 2011.
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While there may be a limited role for DOE research where market investments do not initially
reach, this is done most efficiently at the Office of Science where the Department is already at
work in these areas.

Finally, EERE operates in the name of energy security in preparation for coming decades as
global fossil fuel supplies are depleted and expanding energy economies continue to demand
more fuel. However, the U.S. Energy Information Administration projects fossil fuels will still
account for 78 percent of America’s energy mix in 2035.%%% While such preparation is necessary,
existing fossil fuel supplies should not be ignored nor their economic importance be understated.
The federal government should serve as a steward and facilitator of domestic exploration and
production of natural resources. Energy security in this respect should mean increasing access to
domestic natural resources (primarily a function of the Interior Department’s Bureau of Land
Management and Bureau of Ocean Energy Management, Regulation, and Enforcement) and
maintaining the national petroleum reserves for significant, unanticipated breaks in fuel supplies.

Federal energy policy should focus on increasing access to our nation’s domestic natural
resources and leave advancements in technology to private markets.

EERE Programs

1. Solar Energy Technologies Program
This program provides funding for various solar power projects, such as photovoltaics,
concentrating solar power, systems integration, and market transformation. It includes the
new SunShot Initiative that attempts to achieve solar cost-competitiveness by 2020.

As it stands, solar power is receiving extensive support from private sources. In the first
quarter of 2011, solar raised the largest percentage of capital at 32 percent, a 162 percent
increase over the first quarter of 2010.%° Mergers and acquisitions activity nearly doubled
for solar power in the same time period with 63 transactions.®®*

While the industry is still struggling to achieve cost-competitiveness, residential solar
accompanied by power purchase agreements (PPA) hold great promise in the near term while
larger projects continue to address the remaining technical barriers to widespread commercial
and utility scale implementation.®®®

2. Wind & Water Power Program
This program seeks to increase performance, cost-competitiveness, and deployment time of
wind and hydropower technologies.

862 S. Energy Information Administration, Richard Newell, Annual Energy Outlook 2011 Reference Case,
December 16, 2010; http://www.eia.gov/neic/speeches/newell 12162010.pdf

3B st & Young, “US VC investment in cleantech reaches $1.14 billion in Q1 2011, a 54% increase from Q1 2010,
May 2, 2011; http://www.ey.com/US/en/Newsroom/News-releases/US-VC-investment-in-cleantech

®%4peachtree Capital Advisors, 2010 Greentech M&A Review;
http://www.peachtreecapitaladvisors.com/lib/downloads/research/2010GreentechAnnual.pdf

% Forbes, Eric Savitz, “Venture Capital: The Case For Investing In Solar, January 13, 2011;
http://blogs.forbes.com/ericsavitz/2011/01/13/venture-capital-the-case-for-investing-in-solar/
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The U.S. Energy Information Administration projects wind power and hydropower will
account for the largest portion of renewable electricity generation through 2030.
Hydropower continues to lead with a 35 percent share of the nation’s renewable energy
generation portfolio®® while onshore wind power is the most attractive private investment of
renewable energy sources next to solar.?®’

3. Geothermal Technologies Program
This program partners with industry and academia to explore and access geothermal
resources in the United States, already a $1.5 billion industry annually.®®

4. Fuel Cell Technologies Program
This program provides a wide range of initiatives to enhance the development and
deployment of hydrogen and fuel cell technologies and achieve cost-competitiveness.

There are already several existing applications for fuel cell technology, including
aerospace® as well as spacecraft.®”® Sales of primary fuel cell power and combined heat and
power (CHP) systems to grocery and retail markets, university campuses, local governments,
and corporate facilities like Walmart, Google, Bank of America, and Coca-Cola increased
significantly in 2010. Sales also increased for industrial purposes and for backup electricity
generation purposes. States are also creating favorable policies that provide tax benefits for
fuel cell infrastructure. There is estimated to be 3,600 jobs associated with fuel cell

technology and 7,000 if supply chain employment is considered.®™

5. Biomass Program
This program conducts and facilitates research and development for each stage of biomass
applications, primarily dealing with converting various feedstocks into fuel more efficiently.
Biomass in certain forms already benefits from federal assistance in the form of tax credits,
the Renewable Fuels Standard that mandates certain percentages of its use over time, and
various grant and loan programs.

6. Building Technologies Program
This program addresses commercial and residential structure components (windows, lighting,
sensor controls, etc.) that are already being addressed by the private sector.

Energy efficiency, whether at home or at work, are worthwhile goals. However, these
efficiency and weatherization measures are not without their own hurdles. The Institute of

886 S. Energy Information Administration, Energy in Brief, September 1, 2010;
http://www.eia.gov/energy_in_brief/renewable_energy.cfm

%7pipeline Clean Energy, Press Release, April 19, 2011;
http://www.cleanenergypipeline.com/public/Press.aspx?id=15

%88 S. Department of Energy, Energy Efficiency & Renewable Energy, Geothermal Technologies Program, About
the Program, October 25, 2010; http://www1.eere.energy.gov/geothermal/about.html

%%9Fe] Cells 2000, Fuel Cell Technology Update, July 2011; http://www.fuelcells.org/news/updates.html
®National Aeronautics and Space Administration, Kenneth A. Burke, NASTA/TM-2003-212730, Fuel Cells for
Space Science Applications, November 2003; http://gltrs.grc.nasa.gov/reports/2003/TM-2003-212730.pdf

6™ Fuel Cells 2000, State of the States: Fuel Cells in America, June 2011;
http://www.fuelcells.org/StateoftheStates2011. pdf
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Medicine recently studied the impacts of green buildings on indoor environments and found
that buildings tightly sealed could expose occupants to insufficient ventilation and higher
concentrations of pollutants.”? Indoor dampness, poor ventilation, excessive temperatures,
and emissions from buildings were all cited as potential problems with retrofitted
buildings.®”

According to another report, this is not the first time buildings attempting to pass as
environmentally friendly have run into problems. During the last shift in construction
methods from traditional to those supposed environmentally sound, airtight (i.e. weatherized)
buildings faced unnatural buildup of humidity and outbreak of dangerous molds.®"

In order to solve the remaining problems associated with building retrofits and weatherizing
homes, the federal government should stop incentivizing the technology so markets will be
incentivized to address them most efficiently.

7. Weatherization and Intergovernmental Assistance Program
This program is comprised of the Weatherization Assistance Program and the State Energy
Program that have largely been in place since the 1970s. It provides grants to states, Indian
tribes, and international agencies, contributing to economic development overseas,®” for
energy efficiency methods for low-income households.®” It was funded at $270 million in
FY 2010 and $8.1 billion from the American Recovery and Reinvestment Act (ARRA),
nearly eight times the normal amount of annual funding for these purposes across all federal

programs.®’’

Other agencies also provide homeowners with significant support. Department of Health and
Human Services operates the Low Income Home Energy Assistance Program (LIHEAP),
which exists for the same purpose only it provides the actual payment of consumer utility
bills.®”® This plan halves that money, essentially following this administration budget
proposal. Further, the Building Efficiency Program at the Department of Housing and Urban
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679

Development®”® and the Building Technologies/Retrofitting®® both provide overlapping

initiatives.

After issuing a Management Alert in 2009, the U.S. Department of Energy Inspector General
(DOE 1G) found the weatherization program suffered from poor workmanship, inflated
material costs, and inadequate inspections in 2010.°%" The investigation focused on Illinois’
weatherization program, which received $242 million from the U.S. Department of Energy.
The report found substandard home assessments, weatherization workmanship, and
contractor billing, which “put the entire program at risk.”®** The administering of the
program itself had initially falling short of its intended timeline—approximately 98.5 percent
behind schedule. According to the Department of Energy itself, delays stemmed from
federal regulations.®®

Numerous reports have revealed this program is riddled with waste and abuse. ®®* In one
example, new Jersey was forced to end a $4 million federally funded weatherization job
training program after a lack of job demand left trainees without prospects — only seven of

" Reuters, U.S. Secretary of Housing and Urban Development, U.S. Congressman, Boston Mayor Tour
Unprecedented Energy-Savings Renovation, May 19, 2011;
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http://www.eenews.net/assets/2010/10/19/document_gw_01.pdf
http://abcnews.go.com/print?id=9780935
http://latimesblogs.latimes.com/washington/2010/02/obama-stimulus-weatherization.html
http://www.youtube.com/watch?v=TvCZBKxP4TY
http://abcnews.go.com/print?id=9780935
http://www.eenews.net/Greenwire/2010/05/13/14
http://www.washingtonexaminer.com/opinion/blogs/beltway-confidential/Report-In-Obamas-Chicago-stimulus-weatherization-money-buys-shoddy-work-widespread-fraud-105300303.html
http://www.washingtonexaminer.com/opinion/blogs/beltway-confidential/Report-In-Obamas-Chicago-stimulus-weatherization-money-buys-shoddy-work-widespread-fraud-105300303.html
http://newsminer.com/bookmark/10163297-Anchorage-opts-out-of-home-weatherization-program
http://www.bostonherald.com/business/general/view/20101106another_10m_headed_to_ri_for_weatherization/
http://www.centralvalleybusinesstimes.com/stories/001/?ID=14284
http://www.newjerseynewsroom.com/state/state-audit-finds-1188-million-weatherization-program-lacks-oversight
http://www.newjerseynewsroom.com/state/state-audit-finds-1188-million-weatherization-program-lacks-oversight
http://www.detnews.com/article/20100513/BIZ/5130450/Grads-finding-green-jobs-hard-to-land
http://www.detnews.com/article/20100513/BIZ/5130450/Grads-finding-green-jobs-hard-to-land
http://pinetreewatchdog.org/2011/01/31/energy-program-shut-down-after-questions-raised-about-politics-effectiveness/
http://pinetreewatchdog.org/2011/01/31/energy-program-shut-down-after-questions-raised-about-politics-effectiveness/
http://www.cagw.org/newsroom/releases/2011/cagw-issues-spending-cut-of-2.html
http://www.cagw.org/newsroom/releases/2011/cagw-issues-spending-cut-of-2.html
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the 184 aspiring workers that received training found work in the field.®® California also had
trouble allocating funding.®®

According to the Congressional Budget Office (CBO), federal funding could encourage state
and local governments to reduce their incentives for weatherization and energy conservation
and spend state revenues elsewhere, leaving federal support with little net impact. CBO
recommend this program be eliminated, which would save taxpayers $900 million in savings
over five years and $2 billion over 2012-2021 period. %

8. Federal Energy Management Program
The Department coordinates energy efficiency efforts for all federal agencies, and it is also the
primary outlet for federal energy efficiency programs and enforcement for the private sector.

Despite this important role, the Department is the largest consumer of energy among all federal
civilian agencies (excluding the postal service) and unlike most other agencies, has actually
increased its energy usage in the most recent reporting period. The Department’s Inspector General
estimates the agency wastes $11.5 million annually by simply refusing to adhere to federal
effici(gggcy guidelines. The energy savings would be enough to power 9,800 homes for an entire
year.

9. State Energy-Efficient Appliance Rebate Program

This program provides rebates that go to state governments to promote the purchase of
Energy Star qualified appliances. It received $300 million from the American Recovery
and Reinvestment Act.

The Department of Energy Inspector General reported instances of fraud in the $300 million
State Energy Efficient Appliance Rebate Program. It found at least one consumer in Georgia
had bought multiple appliances that were eligible for rebates under the program, then
returned them later only to still get the federal rebate for their purchase. The investigation
concluded that the rebate program has inadequate safeguards that “expose the program to
potential abuse on a significant scale.”®®

885Website of U.S. Senator Tom A. Coburn, MD, Oversight and Investigations, “Help Wanted: How Federal Job
Training Programs are Failing Workers, February 2011,
http://coburn.senate.gov/public/index.cfm?a=Files.Serve&File id=9f1e1249-a5cd-42aa-9f84-269463c51a7d
%8Sacramento Business Journal, Michael Shaw, “Auditor questions Energy Commission’s stimulus spending,”
December 1, 2009: http://sacramento.bizjournals.com/sacramento/stories/2009/11/30/daily15.html
%87Congressional Budget Office, 2011 Budget Options, Page 116 of PDF,
http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf

*8Government Executive, Katherine Mclntire Peters, “IG: Energy is setting a poor example for conservation,” June
3, 2009: http://www.govexec.com/story _page.cfm?articleid=42877&dcn=todaysnews. The Gaea Times, Duncan
Mansfield of Associated Press, “Inspector general finds federal DOE sites fail to turn down thermostats in off-hours,
July 24, 2009; http://news.gaeatimes.com/inspector-general-finds-federal-doe-sites-fail-to-turn-down-thermostats-
in-off-hours-119144/.

%89.S. Department of Energy, Office of Inspector General, INV-RA-11-01, Investigative Report, “Management
Alert on the State Energy Efficient Appliance Rebate Program,” December 2010;
http://www.ig.energy.gov/documents/INV-RA-11-01.pdf, http://www.eenews.net/eenewspm/2010/12/06/3



http://coburn.senate.gov/public/index.cfm?a=Files.Serve&File_id=9f1e1249-a5cd-42aa-9f84-269463c51a7d
http://sacramento.bizjournals.com/sacramento/stories/2009/11/30/daily15.html
http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf
http://www.govexec.com/story_page.cfm?articleid=42877&dcn=todaysnews
http://news.gaeatimes.com/inspector-general-finds-federal-doe-sites-fail-to-turn-down-thermostats-in-off-hours-119144/
http://news.gaeatimes.com/inspector-general-finds-federal-doe-sites-fail-to-turn-down-thermostats-in-off-hours-119144/
http://www.ig.energy.gov/documents/INV-RA-11-01.pdf
http://www.eenews.net/eenewspm/2010/12/06/3
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10. Vehicle Technology Programs
This program seeks technology breakthroughs to reduce highway transportation petroleum
use by developing technologies for hybrid, plug-in hybrid, fuel cell, and advanced efficiency
vehicles. It received $25.5 million in FY 2010.

Electric vehicle technology has been around for decades and has yet to catch on. The State
of California reversed its electric vehicle production mandate in the 1990s, because
consumers the cars, ...fall short on performance, range or both.”®%

Still there has been a resurgence in private investment interest in recent years where
development is being spearheaded.®®* The technology has become widely available to
consumers as automakers have begun mass producing their own versions, such as the Nissan
Leaf and Chevy Volt, and others are looking to get into the market as well.*®®> Nissan has
committed to investing $5.6 billion to expand capacity for electric vehicle construction to
500,000 by 2013.%° These developments among private companies have provided enough
seed money for the industry to move along on its own.®*

Eliminate the Office of Fossil Energy’s Research and Development funding but Maintain
Strategic Petroleum Reserve Responsibilities for a ten year savings of $7.322 billion

The Office of Fossil Energy’s (FE) stated mission is to ensure the nation can continue to rely on
traditional resources for clean, affordable energy while enhancing environmental protection.®®
Its staff consists of hundreds of scientists, technicians, and administrative staff.

FE headquarters at two major facilities to develop new technology—the National Energy
Technology Laboratory (NETL), which is the only U.S. national laboratory largely devoted to
fossil energy research through the development of advanced coal, natural gas, and oil
technologies. It has locations in West Virginia, Pennsylvania, Texas, Oregon, and Alaska. Its
research portfolio includes over 1,800 projects with a total value of over $9 billion and private
sector cost-sharing over $5 billion. There are 15 projects operating in Oklahoma (conducted by

890 http://www.nytimes.com/1995/12/26/us/california-is-backing-off-mandate-for-electric-car.html

®IFinancial Times, John Reed, “Electric carmakers raise funds for new models, June 3, 2011;
http://www.ft.com/cms/s/0/ffc24862-8dff-11e0-bee5-00144feab49a.html#ixzz10VHt5ShE

892 Nissan official website, http://www.nissanusa.com/leaf-electric-car/index#/leaf-electric-car/index. General
Motors, Chevrolet 2011 Volt, http://www.chevrolet.com/volt/. Wall Street Journal, Venture Capital Dispatch,
“Electric Car Maker Coda Raises $76M As Competition Rises, January 5, 2011,
http://blogs.wsj.com/venturecapital/2011/01/05/electric-car-maker-coda-raises-76m-as-competition-rises/. Tesla
Motors official website, About Tesla, http://www.teslamotors.com/about.

693Loveday, Eric, “Renault-Nissan CEO still committed to $5.6 billion electric vehicle investment,” June 20, 2011,
http://green.autoblog.com/2011/06/20/renault-nissan-ceo-5-6-billion-electric-vehicles/

%The New York Times, Matthew L. Wald, “Energy Firms Aided by U.S. Find Backers, February 2, 2011;
http://www.nytimes.com/2011/02/03/business/energy-environment/03energy.html? r=1&pagewanted=print
8%5°U.S. Department of Energy, Office of Fossil Energy, Fact Sheet,

http://fossil.energy.gov/aboutus/fe fact sheet2011.pdf
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http://www.ft.com/cms/s/0/ffc24862-8dff-11e0-bee5-00144feab49a.html#ixzz1OVHt5ShE
http://www.nissanusa.com/leaf-electric-car/index#/leaf-electric-car/index
http://www.chevrolet.com/volt/
http://blogs.wsj.com/venturecapital/2011/01/05/electric-car-maker-coda-raises-76m-as-competition-rises/
http://www.teslamotors.com/about
http://green.autoblog.com/2011/06/20/renault-nissan-ceo-5-6-billion-electric-vehicles/
http://www.nytimes.com/2011/02/03/business/energy-environment/03energy.html?_r=1&pagewanted=print
http://fossil.energy.gov/aboutus/fe_fact_sheet2011.pdf
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universities and state agencies) valued at $34 million ($18 million DOE cost-share) and
supporting 970 jobs.®%

Continued federal funding for fossil fuel research and development is not a priority at this time,
particularly because the energy industry has the resources to conduct the research on their own.
The original purpose of the Office of Fossil Energy was the gasification of coal and its
transformation into hydrogen. It has since become more closely associated with a carbon
sequestration program.

In 2009, GAO found that from 1997 to 2006, the U.S. oil and natural gas industry spent at least
$20 billion on R&D—oil companies spent $9.6 billion; service companies spent $10.7 billion.
During this time period, DOE funding for the same purposes totaled $1 billion. While there are
some safeguards in place, the study also found that DOE does not formally assess or include a
screening in its criteria of the likelihood that industry would have conducted the R&D without
federal funding and, in some cases, has conducted similar studies already made available by
industry. Competition and consumer demand provides sufficient incentive for this industry to
continue its own R&D. *’

While the major oil and natural gas companies are typically the ones in the industry with in-
house R&D operations, independents do not typically have the money to conduct research
themselves. However, they often obtain or become aware of new technologies from other
companies, trade publications, or professional associations. While some may argue smaller
independents will act as free riders to the majors’ R&D, DOE’s continued funding causes
taxpayers to otherwise be the host of free ridership.

e Funding for the Office of Fossil Energy should be reduced by eliminating funds for research
and development (R&D). This would save $659.7 million annually.

e Terminate the Ultra-Deepwater and Unconventional Natural Gas and Other Petroleum
Resources Research Program fund, which operates with the Office of Fossil Energy but is
funded by federal oil and gas leasing revenues ($100m annually). These revenues should be
re-directed towards deficit reduction, and the purpose of the fund—to increase supplies of
natural gas and other petroleum resources—should be fully assumed by private industry.

o Keep Strategic Petroleum Reserve intact

Fossil Energy Research and Development (R&D) programs - - $659.7 million

CCS Demonstration Program
o the Clean Coal Power Initiative
o FutureGen 2.0
o Industrial CCS Demonstrations

8%y S, Department of Energy, Office of Fossil Energy, R&D Projects in Oklahoma, June 21, 2007;
http://fossil.energy.gov/programs/projectdatabase/stateprofiles/2004/Oklahoma.html, based on the Department of
Commerce’s assumption that 28.5 direct and indirect jobs are created for every $1 million in R&D funding

897y .S. Government Accountability Office, GAO-09-186, Research and Development, DOE Could Enhance the
Project Selection Process for Government Oil and Natural Gas Research, December 2008;
http://www.gao.gov/new.items/d09186.pdf
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The CCS and Power Systems Program supports long-term, high-risk research and
development
o The Carbon Capture Sub-Program develops pre and post combustion co2 capture
technologies
o The Carbon Storage Sub-Program previously funded carbon sequestration activities and
now looks at geologic storage
o The Advanced Energy Systems sub-program seeks to improve the efficiency of coal-based
power systems
o The Cross-Cutting Research sub-program seeks to bridge basic and applied research
Other R&D Programs, Direction Management Support
o Drilling, Well-Completion, and Stimulation
Environmental Protection
Field Projects/Technical Assistance
Methane Hydrates
Natural Gas Delivery Reliability and Storage R&D
Oil and Natural Gas Production R&D
The Natural Gas Technology Program focuses on developing technology to mitigate
environmental risks with natural gas production.

O O O O O O

Petroleum Reserves - - $242.4 million

FE is responsible for maintaining and operating national fuel reserves for security in the case of
emergency supply disruptions

o Strategic Petroleum Reserved in New Orleans, LA

o The Northeast Home Heating Oil Reserve in the northeastern US

o The Rocky Mountain Oilfield Testing Center in Casper, Wyoming.

Reduce Funding for Office of Science in certain areas and Consolidate ARPA-E within the
Program’s Structure to maintain level funding

The Office of Science conducts research and development on advanced technology and concepts
dating back to the Manhattan Project. Facilities constructed in the 1940s and 1950s began
decades of advanced scientific research on some of the most complex and otherwise untouched
issues, such as supercomputers, the Human Genome Project, and advancements in fusion energy.

The Office of Science can play a useful role in continuing its operations in fields where market-
based research does not yet reach. This office operates within the boundaries of known scientific
concepts but in areas where commercial applications may not yet be apparent. In a similar way,
the Department of Energy’s Advanced Research Projects Agency-Energy (ARPA-E) was created
to further high-risk research and development of groundbreaking technologies unlike the nature
of its counterparts currently found within the Energy Efficiency and Renewable Electricity
(EERE) agency that support scientific applications already found on a commercial scale.
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To promote better coordination and prevent duplication, ARPA-E should be consolidated into
the Office of Science.’® The Office of Science and Technology Policy—a research coordinating
agency at the White House—should be responsible for the transition and adjustment of mission
in accordance with its Strategic Goals and Objectives®®

The Office of Science held over 900 conferences, symposia, workshops, and meetings from 2005
to 2007, costing over $38 million. The Department of Energy’s Inspector General found that
these numbers were understated also. For example, registration fees were used to pay for
alcohol, entertainment, and gifts like the nearly $28,000 spent to entertain guests at a yacht club
with cigars and wine. Additionally, 318 attendees to one conference in 2007 received
extravagant meal items, costing over $230,000.”% The Office can disseminate and discuss latest
research and developments in other, more technologically advanced means, such as webinars and
videoconferences without the unnecessary expenses.

The Office of Science should consolidate ARP-E within its structure and reduce funding to
reflect reductions in travel, conferences, and certain non-priority research areas.

Funding changes are made to the following areas

Fusion Energy Science receives $0; previously $417 million

Funding for fusion energy projects is a longstanding and worthwhile agenda for the Office of
Science. Modeled after the process that fuels the sun’s explosive and sustaining energy, this
science has been touted as one of the most promising forms of energy generation. Significant
advancements have been made by the Department of Energy already in conjunction with
industry and academia. For example, General Fusion, a Canadian company funded by venture
capital, is advancing with equipment necessary to develop fusion energy based on concepts
developed decades ago™" It recently received $19.5 million from various private sources in its
efforts to conduct demonstrations with the ultimate goal of making the technology commercial
within a decade.”® The company hopes to accomplish this with less than $1 billion, which
significantly undercuts the federal cost of building new facilities for the next stage of
experimentation.’®

While fusion energy has not been harnessed in a controlled setting for general use, its promise
has captured the interest of private capital that will continue to grow if the energy is found

89%The New York Times, Matthew L. Wald, “Energy Firms Aided by U.S. Find Backers, February 2, 2011;
http://www.nytimes.com/2011/02/03/business/energy-environment/03energy.html? r=1&pagewanted=prin
990ffice of Science and Technology Policy, the White House, About,
http://www.whitehouse.gov/administration/eop/ostp/about

%y s. Department of Energy, Office of Inspector General, DOE/IG-0794, Inspection Report, Office of Science
Laboratory Conferences, May 2008; http://www.ig.energy.gov/documents/IG-0794.pdf

"General Fusion Inc., Home, 2010; http://www.generalfusion.com/

"2General Fusion Inc., “General Fusion Closes $19.5M Series B Funding Round, May 5, 2011,
http://i.bnet.com/blogs/gf pr_series_b.pdf?tag=content;drawer-container

"3CBS Business Network, BNET, Kristen Korosec, “Amazon’s Jeff Bezos Invests in the Search for the Holy Grail —
Fusion Power, May 6, 2011, http://www.bnet.com/blog/clean-energy/amazon-8217s-jeff-bezos-invests-in-the-
search-for-the-holy-grail-8212-fusion-power/5075?tag=mantle_skin;content
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viable. For these reasons, DOE’s $417 million for fusion energy sciences should be reduced by
75 percent to $104.25 million.

Biological & Environmental Research receives $0; previously $588 million

This program is funding $603 million in the FY 2012 budget, should be eliminated entirely.
Business and social demand for environmental and climate change goals have accelerated to a
level that no longer necessitates targeted public research and development.

Workforce Development for Teachers and Scientists receives $0; previously $20 million
Both industry and the nation’s network of colleges and universities are providing students with
the knowledge and opportunities to pursue science, technology, engineering, and mathematics.

Science Lab Infrastructure remains $127 million

Advanced Scientific Computing Research remains $383 million
The following programs will retain their previous funding levels
Basic Energy Sciences remains $1.59 billion

High Energy Physics remains $790 million

Nuclear Physics remains $522 million

Safeguards and Security remains $83 million

Science Program Direction remains $189 million

SBIR remains $107 million

Eliminate the Office of Nuclear Energy and transfer its nuclear waste storage
responsibilities™*

The Office of Nuclear Energy seeks to advance nuclear power as a reliable and safe energy
source. This office is responsible for supporting national nuclear facilities and funding research
and development initiatives, including fuel cycle R&D, waste storage and management, and
efforts to achieve cost-competitiveness. The program was funded at $866 million in FY 2011
and requests $852 million for FY 2012.

*In recent months, the Office has shut down its nuclear waste storage preparation, focusing
entirely on research and development. This interim period provides an opportune time to begin
preparing plans to competitively bid its waste storage responsibilities while working with
Congress to modify existing statue.

Nuclear Waste Storage

The U.S. has generated over 75,000 metric tons of hazardous spent nuclear fuel, which is
expected to double by 2055.7% DOE currently stores commercial and defense-related nuclear
waste at five DOE stations and various other on-site locations at reactors across the U.S. In the

94 CBS Business News, BNET, Chris Morrison, “Week in Renewables: Risky IPOs, Solar Gasoline and the Nuclear
Renaissance, February 8, 2010; http://www.bnet.com/blog/energy/week-in-renewables-risky-ipos-solar-gasoline-
and-the-nuclear-renaissance/2954?tag=mantle_skin;content

%5 .S. Government Accountability Office, GAO-11-731T, Nuclear Waste, Disposal Challenges and Lessons
Learned from Yucca Mountain, June 1, 2011; http://www.gao.gov/new.items/d11731t.pdf



http://www.bnet.com/blog/energy/week-in-renewables-risky-ipos-solar-gasoline-and-the-nuclear-renaissance/2954?tag=mantle_skin;content
http://www.bnet.com/blog/energy/week-in-renewables-risky-ipos-solar-gasoline-and-the-nuclear-renaissance/2954?tag=mantle_skin;content
http://www.gao.gov/new.items/d11731t.pdf
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early 1980s, the federal government was tasked with storing nuclear waste.’® Future legislation
determined Yucca Mountain in Nevada would be the primary repository.”” While DOE has
spent $10 billion Qreparing for storage at this site, no nuclear waste has been stored at Yucca
Mountain to date.’®

The Administration’s FY 2010 budget request ended the potential of nuclear waste at Yucca
Mountain. In June 2011, the chairman of the Nuclear Regulatory Commission (NRC) effectively
withdrew DOE’s submission for licensure to store waste at Yucca Mountain, terminating the
remaining momentum of the program.”®® The chairman claimed there was insufficient public
support in Nevada but did not site technical or safety concerns. DOE was initially denied this
request and further action is to be determined.’°

In 2010 the President established the Blue Ribbon Commission to review alternative options for
nuclear waste storage and disposal. The Commission recently released a preliminary report in
which it acknowledged that a geologic location for nuclear spent fuel is currently the most viable
option.”™*

In the meantime, bureaucratic licensing uncertainties and delays will likely mean more waste
will be stored on site at reactors. However, spent nuclear fuel pools for waste storage are near
capacity at reactors. Further, states under contractual agreement with the federal government to
have waste stored elsewhere are currently without assurances of future storage. Washington and
South Carolina have already sued to prevent the termination of the repository for this reason.
Fines generated from federal delays are adding up and have already cost $956 million. Further
deviating from agreements is estimated to cost taxpayers $15.4 billion through 2020 due to
broken contractual agreements. The uncertainty surrounding a viable waste option also increases
inaction of new nuclear reactor construction.”*?

A few insights have become apparent. First, taxpayers are spending money for a government
service that has yet to materialize since its inception nearly thirty years ago. Any progress made
towards a workable repository appears to have been stopped short as DOE has already begun
terminating its Yucca operations, eliminating any sense of assurance for future waste storage.

Because the option to store nuclear waste is at an impasse, Congress should provide clear
direction for the future of nuclear power in our country. In the interim, Congress should begin

7% The Library of Congress, Thomas, Bill Summary & Status 97" Congress (1981-1982) H.R. 3809, P.L. 97-425;
http://thomas.loc.gov/cgi-bin/bdquery/z?d097:H.R.3809:

7 Govtrack.us, H.J. Res 87: Yucca Mountain Development resolution, 107" Congress 2001-2002,
http://www.govtrack.us/congress/bill.xpd?bill=hj107-87

7% Nuclear Energy Institute, “Frequently Asked Questions: Yucca Mountain and Used Nuclear Fuel Management,”
http://www.nei.org/keyissues/nuclearwastedisposal/factsheets/yuccamountainfagpage2/

"% The Seattle Times, By Associated Press, “Major actions on nuclear dump under Jaczko’s rule,” June 12, 2011;
http://seattletimes.nwsource.com/html/nationworld/2015301563_apusnuclearchieftimeline.html

"9y.S. Government Accountability Office, GAO-11-731T, Nuclear Waste, Disposal Challenges and Lessons
Learned from Yucca Mountain, June 1, 2011; http://www.gao.gov/new.items/d11731t.pdf

"Blue Ribbon Commission on America’s Nuclear Future, Disposal Subcommittee Report to the Full Commission,
June 1, 2011; http://brc.gov/sites/default/files/documents/draft_disposal_report 06-01-11.pdf

™2 .S, Government Accountability Office, GAO-11-731T, Nuclear Waste, Disposal Challenges and Lessons
Learned from Yucca Mountain, June 1, 2011; http://www.gao.gov/new.items/d11731t.pdf
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by repealing the federal government’s responsibility of managing nuclear waste and, instead,
allow states and other entities to perform a more efficient and cost-effective management of
spent nuclear fuel.

The State or controlling entities can determine alternative options as they so choose and
developers of new nuclear reactors will have assurance of a waste repository for energy
generation. As new technology develops in accordance with nonproliferation standards, these
entities may choose to reprocess portions of spent nuclear fuel rods based on the most cost-
effective method and community interests. NRC should retain its regulatory oversight

To do this, the NRC should move forward in its license review of Yucca Mountain’s technical
and safety merits after which DOE should competitively bid its licensing contracts from the NRC
to states and private entities that can determine and perform storage and management more
efficiently and cost-effectively. This will allow an expeditious commencement of Yucca
Mountain as a storage facility, so nuclear waste, currently stored at various locations across the
country, can consolidate potentially dangerous materials into one secure location.

Finally, the current utility fee—a $0.01 cent flat fee paid by ratepayers for storage costs—should
sustain the transition and downsizing of NRC during this process. Later it can be shifted from
ratepayers to plant operators to reflect the true costs of storage.

Research and Development

Today, nuclear energy is a viable commercial industry accompanied by mature but growing
technology. There are 104 nuclear reactors in the U.S. that provide approximately 20 percent of
the nation’s electricity generation. Over the last several decades, efficiency improvements have
allowed nuclear power plants to markedly increase power generation.”?

The Office of Nuclear Energy, distinct from the Office of Science, conducts research and
development work more closely tied with commercial technology applications that can be
expected to be subsumed by industry in time. While some narrow research and development can
be effective, there is sufficient and growing demand in markets to achieve greater nuclear power
efficiency and innovative technology without supplementary federal research and development.

The Congressional Budget Office recommended reducing federal funding for nuclear energy for

similar reasons. In its 2011 Budget Options, CBO notes that federal research and development is
not furthering the proliferation of nuclear power plants. Other factors will determine whether an

expansion occurs.”** New private investments in nuclear energy are still being made and totaled

$7.2 billion in the Third Quarter of 2010 after reaching $15.4 billion earlier in the year.””

™3 .S. Department of Energy, Office of Nuclear Energy, Nuclear Energy—An Overview, February 15, 2011;
http://www.ne.doe.gov/pdfFiles/factSheets/2012_Overview Factsheet final.pdf

"4Congressional Budget Office, Reducing the Deficit: Spending and Revenue Options, March 201;
http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-Reducing TheDeficit.pdf

">Reuters, “Research and Markets: New Investments in the Nuclear Energy Market Were Majorly Recorded in the
United States, Reporting 40 Deals $7.2 Billion in Q3 2010, January 25, 2011;
http://www.reuters.com/article/2011/01/25/idUS220558+25-Jan-2011+BW20110125
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U.S. energy consumption is projected to rise significantly in the coming decades. With
traditional natural resources expected to be depleting within the same time period, it is likely
nuclear power will play a strong role in the country’s energy mix.

Despite advancements in nuclear technology and efficiency, nuclear power plant construction
has idled for decades as regulatory hurdles and capital costs remain remarkably high. Despite
these difficulties, the Energy Policy Act of 2005 included a vehicle to advance nuclear reactors
and standby support framework for new nuclear power plant construction to protect against
regulatory or judicial delays. Rather than providing direct subsidies for activities that can and
largely have been absorbed by private industry, federal assistance should focus on loan
guarantees. Such a “borrower-pay” system would ensure private developers have access to the
necessary capital to bridge the gap where private investment falls short. Title XVI1I Sec. 1703
loan guarantees are sufficient to do this and should remain intact with structural changes as noted
in another section of this report.

Especially as demand for electricity is projected to grow immensely in the coming decades,
nuclear power has almost guaranteed its market share in the nation’s energy mix. Federal
research and development activities, while helpful, are no longer necessary.

Maintain the National Nuclear Security Administration (NNSA) and consolidate the Office of
Environmental Management and reduce funding by 20 percent

This program was created in 2000 as a semi-autonomous agency to consolidate three existing program
components. Its mission is to maintain the nation’s stockpile of nuclear weapons, prevent nuclear
terrorism, provide the U.S. Navy with nuclear propulsion, and respond to nuclear and radiological
emergencies.

After the damage witnessed from atomic energy in World War 1I, Congress directed federal efforts to
address nuclear weapons stockpiles and the management of waste and contamination generated by
nuclear facilities and other materials. These responsibilities were transitioned from defense authority to
civilian authority where the Office of Environmental Management (EM) was eventually created. EM is
tasked with the cleanup and waste management at Cold War legacy sites. Although separate form
NNSA, EM performs activities similar in nature to NNSA and sometimes at the same locations, such as
at the Savannah River.”*®

Both NNSA and EM conduct similar work relating to nuclear weapons and facilities and should be
consolidated to improve management and performance. Since 1990, GAO has placed EM on its High
Risk federal programs that are vulnerable to waste, fraud, and abuse.”*” Reports have repeatedly shown
both NNSA and EM continue to be cited for mismanagement and for failing to meet cost requirements

% S. Government Accountability Office, GAO-10-816, Nuclear Waste, Actions Needed to Address Persistent
Concerns with Efforts to Close Underground Radioactive Waste Tanks at DOE’s Savannah River Site, Septemeber
2010; http://www.gao.gov/new.items/d10816.pdf

"7'U.S. Government Accountability Office, GAO-10-816, Nuclear Waste, Actions Needed to Address Persistent
Concerns with Efforts to Close Underground Radioactive Waste Tanks at DOE’s Savannah River Site, Septemeber
2010; http://www.gao.gov/new.items/d10816.pdf
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and agency goals.”*® EM’s own agency reorganization plan proposes to move the agency to within

NNSA.™*® Consolidating the two would prevent confusion and streamline DOE’s broader efforts. These
agencies should be consolidated to achieve better coordination and efficiency.

NNSA received $9.2 billion in FY 2010 while EM received $5.9 billion for a total of $15.10 billion.
This proposal would combine the two agencies and reduce funding by 20 percent for $12.08 billion
annually and a ten year cost of $134.09 billion.

Reduce Office of Electricity Delivery and Energy Reliability (EDER) funding by
eliminating research and development activities but maintaining Permitting, Siting, and
Analysis as well as Infrastructure Security and Energy Restoration for a ten year savings
of $1.34 billion

The program’s mission is to modernize the electric grid, enhance security and reliability of the
energy infrastructure, and facilitate recovery from disruptions to the energy supply. There is a
legitimate role for DOE to issue permitting and siting of electricity infrastructure nationwide as
well as infrastructure security. It is less prudent, particularly in these economic times, for this
agency to be proactive in pursuing research and development or funding towards goals shared by
private or state/cooperative entities. The remainder can be accomplished through technology
transfer rather than R&D, which accounts for the majority of EDER’s funding.

Climate change, energy storage, and renewable energy integration, smart grid, and others are
initiatives within EDER’s research and development but also interests shared by growing market
demand and private capital. EDER’s funding should be reduced to reflect $0 for research and
development in order that it can be dedicating to serving only core functions. For any
shortcomings, the Department of Energy’s Office of Science is sufficient to fill in the gaps.

Research and Development initiatives conducted at the nine national laboratories include:

High temperature superconductivity Research and Development

Superconductivity is a more efficient way to transfer energy that replaces copper wiring with an
alternative that is capable of transporting higher levels of electricity without the load loss.
Further research and development will be required to achieve technological breakthroughs
necessary to implement superconductivity on a broad scale. However, industry progress has
occurred’® as scientists continue research in this field. ** Demonstration is also being done for
some advanced technologies.’*

™8 S. Government Accountability Office, GAO-09-271, High-Risk Series, An Update, January 2009;
http://www.gao.gov/new.items/d09271.pdf

"% EM Reorganization into NNSA, Secretary Chu, electronic mail correspondence, July 8, 2011

g cientific American, Charles Q. Choi, “Iron Exposed as High-Temperature Superconductor,” April 23, 2008;
http://www.scientificamerican.com/article.cfm?id=iron-exposed-as-high-temp-superconductor

"2Physorg.com, “Breakthrough in high-temperature superconductivity,” August 18, 2005;
http://www.physorg.com/news5893.html

722 sumitomo Electric, Press Release, 2011, Sumitomo Electric Commenced Trial Mass Production of High-
Temperature Superconducting Wire with Critical Current of 200A, February 10, 2011; http://global-
sei.com/news/press/11/11 16.html
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Visualization and Controls

Our nation’s electric infrastructure is more than 100-years old and is in need of modernization
that will provide for the more efficient and reliable delivery of electricity while protecting from
attacks. Certain components of smart grid technology have shown potential benefits with
customer consent. While pilot projects have garnered protests among community stakeholders
for privacy and central control concerns, markets have seen the writing on the wall and are
moving towards innovative technology that can achieve these goals and more acutely meet
consumer demand without invading privacy or limiting individual freedoms.’*®

Smart Grid saw a substantial infusion of venture capital in 2010"%* that nearly doubled from 2009
to $769 million.”® GE’s Ecomagination partnered with venture capital firms to create a $200
million fund in 2010 that promotes competitive awards for innovative electric grid ideas and
technologies.”® Several other industry giants are paving the way as well, such as IBM that alone
invested $2 billion for smart grid start-up companies as well as AT&T, Verizon, T-Mobile,
Cisco, and Intel.”*’

Renewable and Distributed Systems Integration (Eliminated)

Renewable energy integration will be a key component of modernizing the nation’s electric grid
and bringing a new generation of energy sources online. Consumer demand appears to be
growing in this respect and is likely a primary driver behind growth in renewable energy
investments. The critical point will be how efficient can electricity generated from renewable
sources be transmitted through the grid for rate payers to consume. Consumer demand and
necessity of available natural resources will continue to move U.S. research and development in
this area without federal funding.”® Climate change research and development is also included
under this initiative. Federal funding for various domestic and international climate change
research and initiatives has reached across multiple federal agencies, costing taxpayers billions
of dollars annually without a method of measuring results.”*

723 Electric Light & Power/POWERGRID International, Leo McCloskey, Airbiquity, “What Makes a Grid Smart?”
June 20, 2011; http://www.elp.com/index/display/article-display/3108906422/articles/electric-light-power/volume-
89/issue-3/sections/what-makes-a-grid-smart.html. Electric Light & Power/POWERGRID International, C.A.
Burkhardt, HT Capital Advisors, “Mergers, Acquisitions for Smart Grid Red Hot, June 1, 2011;
http://www.elp.com/index/display/article-display/1688161561/articles/electric-light-power/volume-88/issue-
4/sections/mergers _-acquisitions.html

2% GreenTechMedia, Eric Wesoff, Huge 2010 Finish for Greentech Venture Capital, January 3, 2011;
http://www.greentechmedia.com/articles/read/This-Week-in-Greentech-Finance-VC-MA-1POs/

"2 Energy Business Daily, “Smart Grid Venture Capital Investments Almost Doubled in 2010, January 27, 2011;
http://energybusinessdaily.com/renewables/smart-grid-venture-capital-investments-almost-doubled-in-2010/
%General Electric Company, Ecomagination, About the Challenge, 2011;
http://challenge.ecomagination.com/ct/a.bix?c=home

TSmart Meters, “IBM becomes venture capitalist for smart grid start-ups, May 4, 2011;
http://www.smartmeters.com/the-news/522-ibm-becomes-venture-capitalist-for-smart-grid-start-ups.html

"8E ectric Light & Power/POWERGRID, Ravi Mandalike, Wipro Technologies, “Renewables on Smart Grid,” June
20, 2011; http://www.elp.com/index/display/article-display/8503235096/articles/electric-light-power/volume-
89/issue-3/sections/renewable-on-smart-grid.html. Electric Light & Power/POWERGRID, Grid Integration
Atrticles, http://www.elp.com/index/renewable-energy/gridintegration/more-articles.html

2The White House, Federal Climate Change Expenditures Report to Congress, FY 2011, June 2010,
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Eliminate Energy storage and Power Electronics

Increasing investments in renewable energy and electric vehicles are drawing private capital for
bulk energgl grid storage. One report indicates the industry market share will reach $13 billion
by 2015.”* The industry reached $1.5 billion in 2010 when another report projected it would be
valued at $35.3 billion in 2020.”*" The Department of Energy’s Advanced Research Projects
Agency-Energy (ARPA-E) is already funding energy grid storage and advanced battery
companies,”*? and companies like NRG Energy, Microsoft, Silver Spring Networks, Tesla, and
BrightSource Energy are investing in similar energy storage projects.”** Other private donors are
also taking the lead by investing in innovative battery technologies and storage capacity.’**
Activities, such as infrastructure security and energy restoration’* that protect the nation’s
critical energy infrastructure should remain intact. Additionally, EDER’s role in permitting and
siting should continue being at current funding levels as well necessary funding for"*® the
authorization for electricity exports and Presidential permits for cross-border transmission lines.

Eliminate the Energy Star Program and save $627 million over ten years.”’

Energy Star is a program is jointly administered by the Department of Energy and the
Environmental Protection Agency (EPA). Energy Star’®® is a voluntary appliance labeling
program that provides consumers with energy efficiency data for a wide range of products sold
in stores, covering more than 60 product categories from household appliances and computers to
water coolers and vending machines.

Federal investigations have revealed substantial flaws in the program’s integrity, leading those
administering it to give consumers false assurances of efficiency and cost savings and providing
retailers with a marketing boon at the expense of taxpayers.

"The Wall Street Transcript, “$13 Billion Market Share For Power Grid Storage Sector By 2015 Says Deutsche
Bank Lead Analyst; Frequency Regulation Subsector To Lead To Bulk Energy Storage Solutions For Grid Use In
The Long Term, February 25, 2011; http://www.twst.com/yagoo/Galveson121123.html.

"8'Renewable Energy World, Jennifer Runyon, “Grid Energy Storage a $35B Market by 2020,” August 31, 2010;
http://www.renewableenergyworld.com/rea/news/article/2010/08/pike-research-grid-energy-storage-a-35b-market-
by-2020

%2.S. Department of Energy, Press Releases, “Six ARPA-E Projects Illustrate Private Investors Excited About
Clean Energy Innovation, February 3, 2011; http://www.energy.gov/10045.htm

"3GigaOM Pro, “Green IT Q1: Cleantech Breaking Out — and Bracing for Hard Times, April 20, 2011;
http://pro.gigaom.com/2011/04/green-it-g1-cleantech-breaking-out-and-bracing-for-hard-times/

"34Renewable Energy World, “Bill Gates backs battery built for clean energy, May 23, 2011;
http://www.renewableenergyworld.com/rea/partner/buy-battery/news/article/2011/05/bill-gates-backs-battery-built-
for-clean-energy; http://www.renewableenergyworld.com/rea/partner/buy-battery/news/article/2011/05/bill-gates-
backs-battery-built-for-clean-energy; http://gigaom.com/cleantech/general-compression-raises-20m-for-air-energy-
storage/

%5 S. Department of Energy, Office of Electricity Delivery & Energy Reliability, Infrastructure Security & Energy
Restoration (ISER) http://www.oe.energy.gov/about/iser.htm

%% U.S. Department of Energy, Office of Electricity Delivery & Energy Reliability, Permitting, Siting & Analysis
(PSA); http://www.oe.energy.gov/about/psa.htm

""Congressional Budget Office, Budget Options, Volume 2, August 2009:
http://www.cbo.gov/ftpdocs/102xx/doc10294/08-06-BudgetOptions.pdf

38.S Environmental Protection Agency-U.S. Department of Energy, Energy Star, 2011 Federal Tax Credits for
Consumer Energy Efficiency; http://www.energystar.gov/index.cfm?c=tax_credits.tx_index
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GAO conducted a sting operation by submitting applications for 20 bogus products under four
different fictitious company names to find out if they would receive Energy Star certification.”®
These 20 products included an alarm clock powered by a gasoline generator and a space heater
with a duster taped to it claiming to be an air purifier. Both received approval within a matter of
days along with 15 of the 20 submitted. The products submitted did not include disclaimers or
safety standard file number typically required. Instead, Energy Star agencies simply accepted
the fake companies’ claims that the products met program standards.”

Other basic shortfalls have been were found. For example, when DOE tested dishwashers, it did
so with clean dishes; whereas, outside groups tests them with dirty ones for a more conservative
efficiency estimate.

The GAO briefed officials from the DOE and EPA after the investigation. Those officials
acknowledged that the current Energy Star program relies on self-policing and aftermarket
testing when there is not a third-party verification requirement, according to the report. The
report said that the program needs more third-party testing, “at a minimum.”

The Department of Energy Inspector General found that the agency has not effectively
monitored the use of the Energy Star label for manufacturers not compliant with the program. In
addition, delaying improvements to the program could reduce public confidence in the Energy
Star label and could “reduce energy savings, increase consumer risk, and diminish the value of
the recent infusion of $300 million for Energy Star rebates under the Recovery Act.”™

While program officials claim to have made progress,’? the problems with Energy Star have
been developing for years despite being told to tighten safeguards. In 2006 a federal court
directed DOE to strengthen the program’s safeguards after 14 states brought suit against the
agency. Two years later, Consumer Reports documented ongoing problems with product
qualification and testing standards.”*

In one instance, a brand name refrigerator claiming Energy Star-qualified efficiency was tested at
double the energy consumption as the program would lead consumers to believe.”** In 2009,
DOE itself admitted after an internal audit that certified Energy Star appliances do not

.S, Government Accountability Office, GAO-10-470, Energy Star Program, Covert Testing Shows the Energy
Star Program Certification Process Is Vulnerable to Fraud and Abuse, March 2010;
http://www.gao.gov/new.items/d10470.pdf

9 The Oakland Press, GAO undercover probe finds Energy Star program easy to fool, April 30, 2010;
http://www.theoaklandpress.com/articles/2010/04/30/opinion/doc4bd8ealeaf938788972577.txt

"1 Department of Energy Inspector General, DOE 1G-0827, “The Department's Management of the ENERGY
STAR Program,” October 14, 2009; http://www.ig.energy.gov/documents/IG-0827-508.pdf.

742Daily Tech, Jason Mick, “DOE and EPA Say Americans Can Still Trust EnergyStar,” March 26, 2010;
http://www.dailytech.com/article.aspx?newsid=17992

™3Clean Technica, Susan Kraemer, “GAO Sting Finds Energy STAR® Program in Need of Independent Review;
Overhaul Imminent, March 26, 2010; http://cleantechnica.com/2010/03/26/gao-sting-finds-energystar%c2%ae-
program-in-need-of-independent-review-overhaul-imminent/

““Consumer Reports, Energy Star has lost some luster, October 2008; http://www.consumerreports.org/cro/home-
garden/resource-center/energy-star-has-lost-some-luster/overview/energy-star-ov.htm
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necessarily meet the program’s own standards and may not be efficient, because the agency does
not track whether manufacturers meet requirements.

As a labeling program, Energy Star facilitates subsidies for appliances in two ways: (1) a federal
tax credit for manufacturers to produce appliances that adhere to Energy Star’s efficiency
standards as well as (2) a federal rebate program for consumers to purchase with the Energy Star
label. Manufacturers value it as a way to target products to energy-conscious consumers. About
3 billion products have been sold since 2000.

During this time of economic struggles, Americans are forced to shop with a keen eye towards

efficiency and thrift. Energy Star has misled consumers to spend their hard earned wages on products
that perform at lesser rate of efficiency than advertised. Congress should allow industries to develop

their own efficiency standards and the free market to determine the most efficient, cost-effective
products. -

Program bureaucrats deemed such products as a diesel-powered alarm clock and a space heater
with a feather duster attached that qualified as an air purifier as “energy efficient.”

Eliminate Title XVII Sec. 1705 loan guarantees and the Advanced Technology Vehicles
Manufacturing Loan Program but maintain Sec. 1703 loan guarantees at a reduced
funding level

U.S. energy consumption is projected to rise significantly in the coming decades.”*® With
traditional natural resources expected to be depleting within the same time period and a growing
distaste for their byproducts at the same time, it is likely nuclear power will play a strong role in
the country’s energy mix.

5 .S. Energy Information Administration, International Energy Outlook 2010, Figure 72. Net electricity generation
in North America; http://www.eia.gov/oiaf/ieo/electricity.html
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The commercial nuclear energy industry is in an odd place where uncertainty is a primary factor
in delaying the more widespread development of nuclear power. Foremost is the lack of clarity
on whether the federal government will make good on its promise to store nuclear waste as noted
in another section of this proposal. While there are promising technologies that hold great
potential for reducing the need to address this issue, such as thorium-based reactors, there is
undoubtedly a necessity to store waste at this time.

Sec. 1703 loan guarantees were created by the Energy Policy Act of 2005 to provide financing
for capital intensive, advanced renewable energy projects that cannot otherwise garner sufficient
private investment. Eligible projects include various renewable energy, efficiency, and electric
projects including nuclear power. In a similar way, Sec. 1705 loan guarantee programs were
created by the American Recovery and Reinvestment Act intended to be a temporary method of
providing renewable energy projects an opportunity to get off the ground in a struggling
economy.

One key difference is that Sec. 1703 loan guarantees are fully paid for by the private sector,
including the credit subsidy costs’*® and administrative costs. In the case of credit subsidy costs,
unlike Sec. 1705 guarantees that require congressional appropriations, Sec. 1703 program is
structured so subsidy costs are covered by private investment, not taxpayers.

Another primary distinction between the two programs is that Sec. 1703 loan guarantees require
project applicants to “employ innovative technology,” rather than commercial technology. "*’ As
a result, this program is intended to provide funding for projects where capital intensive projects
have not been able to garner enough private investment or where investors cannot be assured a
return on their investment.”*® This is a function the federal government can maintain that the
private sector will not otherwise and without risk to taxpayers.

For these two reasons, Sec. 1705 loan guarantees should be eliminated, so federal efforts to back
groundbreaking energy technologies that are short on needed capital can focus on those projects
that would not otherwise receive sufficient investment and so taxpayers are not left on the hook

for each project.

Structural Changes Needed for Sec. 1703

Title XVII Sec. 1703 loan guarantees has the potential to provide financing where private capital
has not been sufficient. There is a legitimate role for such assistance especially as it relates to
construction of new nuclear reactors that are known for their capital intensive project costs.

However, OMB’s credit program that operates loan guarantees has not operated faithfully to the
underlying Title XV1I congressional statute, rendering most loan guarantee applicants either
unwilling or unable to follow-through with the process. The program’s administrative structure
is inconsistent in several places with the congressional statute that governs Title XVI1I credit

8 Credit Subsidy Costs are equal to the net present value of costs incurred under a potential default

™7 commercial Technology is a technology in general use (three or more commercial projects in operation for at
least five years) in the commercial marketplace in the U.S. https://Ipo.energy.gov/?page_id=39

"8 Carlyle Capital Markets Inc., Alternative Energy, http://www.carlylecapitalmarkets.com/experience.html
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programs. Since the program’s inception, there have been over $40 billion in solicitations but
not a single loan guarantee. There are currently four “conditional commitments” for project
applicants, but these are far from finalized and could be terminated at any point.”*® In contrast,
Sec. 1705 loan guarantees have closed over ten applications.

In part, this can be attributed to more stringent application requirements for Sec. 1703
guarantees, but it is also attributable to inconsistent federal guidelines. To reconcile the
differences, the Office of Management and Budget should modify agency rulemaking in a
manner faithful to the underlying congressional statute that directs a true borrower-pay program.
Additionally, the Congressional Budget Office should modify its 1 percent appropriation
requirement for credit subsidy costs to zero.

To ensure the reasonable opportunity of private nuclear development, Congress must reform Sec.
1703 loan guarantees and shift the remaining 1 percent credit subsidy cost to the applicant,
minimizing the necessary budget authority to operate the program.

Eliminate the Office of Indian Energy Policy and Programs ($5.5 million annually”)

The Bureau of Indian Affairs already administers a Division of Energy and Mineral
Development, containing Renewable Energy Opportunities, Mineral Opportunities, and Business
Development Opportunities. Yet, Indian and tribal business entities are not excluded as eligible
participants in existing federal energy programs that are not exclusive to tribes. For example,
Indian tribes received over $54.8 million from the Energy Efficiency and Conservation Block
Grant (EECBG), which provides funding for improving energy efficiency.”*

Natural resources on Indian lands should be utilized for the benefit of Indian tribes and the
country as a whole. However, there is sufficient financial incentive to do this without dedicated
federal offices. According to the National Congress of American Indians (NCAI), Indian lands
contain 10 percent of the nation’s energy supplies yet only supply 5 percent of its production.
Moreover, NCAI estimates there is approximately $1 trillion in revenue from these natural
resources that continues to remain untapped.’

If Indian tribes or tribal members are unwilling or unable to produce the extensive natural
resources on Indian lands, outside investors can fill in the gaps. For any shortcomings in leasing,
existing federal regulatory hurdles should be streamlined to attract investment.”*®

9 U.S. Department of Energy, Loan Programs Office; https://Ipo.energy.gov/?page_id=45

0 .S. Department of Energy, FY 2012 Congressional Budget Request, DOE/CF-0058 Volume 2, February 2011;
http://www.cfo.doe.gov/budget/12budget/Content/\VVolume?2.pdf

.S, Department of Energy, Energy Efficiency & Renewable Energy, Weatherization & Intergovernmental
Program, Energy Efficiency and Conservation Block Grant Program, September 29, 2010;
http://www1.eere.energy.gov/wip/eechbg.html

"2 The Journal Record, by Associated Press, “Indian leader: Unleash energy on tribal lands,” January 27, 2011;
http://journalrecord.com/2011/01/27/indian-leader-unleash-energy-on-tribal-lands-energy/

3(J.S. House of Representatives Committee on Natural Resources, “Obama Admin. Roadblocks on Indian Land
Hamper Energy Development, Stifle Job Creation, Hurt Tribal Economies, April 1, 2011;
http://naturalresources.house.gov/News/DocumentSingle.aspx?Document|D=233288
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Eliminate Power Marketing Administrations and save $1.103 billion over ten years.

The federal power marketing program originated in the early 1900s to repay federal project
investments with sales of excess hydroelectric power. The program is made up of the Bonneville
Power Administration, Southeastern Power Administration, Southwestern Power Administration,
and Western Area Power Administration, which primarily market wholesale power in select
states from hydroelectric dams operated by the U.S. Corps of Engineers. Most of the PMAs
have facilities to transmit their power. The program received $99.4 million in FY 2010 and
could cost $1.103 billion over ten years at current levels.

Federal statute requires that PMAs set their power rates at levels that reimburse the federal
government for their funding within the year that costs are incurred with the exception of capital
investments, which are allowed up to 50 years in some cases to recoup costs. In 1996, GAO
found that three PMAS were not recovering the full extent of their costs incurred in marketing
federal power. It further noted that power from PMA is sold at more than 40 percent below
market rates. ">* In 1997, PMAs had over $14 billion in outstanding debt. A later GAO report
confirmed there is insufficient monitoring of cost-recovery efforts.”® In FY 2010, PMA receipts
were re-classified from mandatory to discretionary offsetting some expenses while requiring
discretionary appropriations for certain PMASs.

DOE should restructure DOE’s Power Marketing Administration utilities that sell electricity to
utilities (using revenue to reimburse taxpayers) by requiring them to sell at market rates would
correct price signals, encourage conservation and efficient use of energy, and generate savings
for the federal government.”®

A more solvent proposal would be to end the federal role of generating and marketing power at
favorable rates and allow municipal, cooperative, and investor owned utilities to produce and
market power as the market demands. According to the Congressional Budget Office, “ the
federal presence in the production and marketing of electricity, which is primarily a private and
local function, is in many ways an anomaly, unchanged since the New Deal of the 1930s...Most
of the reasons that direct federal development and ownership of facilities that produce electricity
might have been appropriate in the 1930s are no longer valid.”">" CBO later notes that
transferring ownership to could produce and provide power more efficiently, which could
generate a better selling price for the federal government.”®

Already, the Alaska Power Administration—formerly a part of the federal PMAs—has been
proposed for sale, which is still pending. CBO estimates the sale of the remaining PMA facilities

% U.S. Government Accountability Office, AIMD-96-145, Power Marketing Administrations: Cost Recovery,
Financing, and Comparisons to Nonfederal Utilities, September 19, 1996; http://www.gao.gov/products/AIMD-96-
145

.S, Government Accountability Office, AIMD-98-164, Power Marketing Administrations: Repayment of Power
Costs Needs Closer Monitoring, June 30, 1998; http://www.gao.gov/products/AIMD-98-164

8 Congressional Research Service, RL 32798, Power Marketing Administrations: Proposals for Market-Based
Rates, March 11, 2005; http://assets.opencrs.com/rpts/RL32798 20050311.pdf

"*’Congressional Budget Office, Should the Federal Government Sell Electricity? Chapter 2 — Rethinking the
Federal Role, November 1997; http://www.cbo.gov/doc.cfm?index=243&type=0&sequence=0

758 Congressional Budget Office, Should the Federal Government Sell Electricity? Chapter 3 - The High Social
Costs of Government Production, November 1997; http://www.cbo.gov/doc.cfm?index=243&type=0&sequence=4
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could range from $0.2 billion to $16 billion.”™® For any shortcomings in services after sale for
rural areas, the U.S. Department of Agriculture administers the Rural Development agency that
is maintained at a lower funding level.

PROGRAM ELIMINATIONS

Office of Energy Efficiency and Renewable Energy
Office of Fossil Energy Research and Development
Office of Nuclear Energy

Energy Star

Title XVII Sec. 1705 Loan Guarantee Program
Office of Indian Energy

Power Marketing Administration

PROGRAM REDUCTIONS
Office of Electricity Delivery and Energy Reliability (EDER)

PROGRAM CONSOLIDATIONS

Consolidate the Advanced Research Projects Agency—Energy (ARPA-E) into the Office of
Science

Consolidate the Office of Environmental Management within the National Nuclear Security
Administration

Ten Year Savings (billions)

EERE 24.59
Fossil 7.32
Office of Science 11.00
Nuclear Energy 8.59
NNSA/EM 33.53
EDER 14.95
Energy Star .63
Indian Energy .06
PMA 1.10
Total $101.77

DEPARTMENT OF ENERGY TEN YEAR SAVINGS
Discretionary: $101.77 billion
Total: $101.77 billion

% Congressional Budget Office, Should the Federal Government Sell Electricity? Chapter 6 - Budgetary
Consequences of Selling Power Assets, November 1997;
http://www.cbo.gov/doc.cfm?index=243&type=0&sequence=7
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The Department of Health and Human Services (HHS) is charged with protecting the health of
all Americans. This includes supporting medical research, promoting wellness, preventing and
controlling disease, ensuring the safety of drugs and medical devices, and providing health care
and related services.

The budget of HHS “represents almost a quarter of all federal outlays, and it administers more
grant dollars than all other federal agencies combined. HHS” Medicare program is the nation’s
largest health insurer, handling more than 1 billion claims per year. Medicare and Medicaid
together provide health care insurance for one in four Americans.”’®® HHS is also involved in
other activities such as assisting with the management of wastewater treatment facilities’®* as
well as doing house work and shopping for older Americans.”®?

HHS is made up of many diverse agencies, including the Administration on Aging,
Administration for Children and Families, Agency for Healthcare Research and Quality, Agency
for Toxic Substances and Disease Registry, Centers for Disease Control and Prevention, Centers
for Medicare and Medicaid Services, Food and Drug Administration, Health Resources and
Services Administration, Indian Health Service, National Institutes of Health, the Substance
Abuse and Mental Health Services Administration, Office of Global Health Affairs, and the
Office of the Surgeon General, which includes the 6,500-member Commissioned Corps of the
U.S. Public Health Service.

Improving Management of Funds and Resources

The entire annual HHS budget exceeds $889 billion. This mammoth budget has proven difficult
to properly manage. From paying health care claims submitted for dead patients and prisoners to
bonuses to nursing homes for substandard care to excess travel costs, mismanagement at HHS is
costing taxpayers more than one billion dollars every week.

In 2010, the Office of Management and Budget (OMB) designated five HHS programs as “high-
error” based on the agencies’ annual performance and financial reports. In just two of these

60 «“About HHS,” HHS website, accessed June 30, 2011; http://www.hhs.gov/about/ .

1 “TERMINATION: RURAL COMMUNITY FACILITIES,” Fiscal Year 2012 Terminations, Reductions, and
Savings; Budget of the U.S. Government, Office of Management and Budget, page 61;
http://www.whitehouse.gov/sites/default/files/omb/budget/fy2012/assets/trs.pdf .

762 Administration on Aging Annual Report 2008, Page 7;
http://www.aoa.gov/AoARoot/Program_Results/docs/2008/A0A 2008AnnualReport.pdf .
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programs, Medicare Fee-for-Service and Medicaid,
HHS made $56.8 billion of improper payments.”®
These “improper payments” include millions of
dollars of Medicare claims submitted under the names
of dead doctors’®* and ordered for medical services for
dead patients.”®® “Medicare fraud—estimated now to
total about $60 billion a year—has become one of, if
not the most profitable, crimes in America,” CBS
News recently reported, which raises “troubling
questions about our government’s ability to manage a
medical bureaucracy.”"®

Fraud is not the only cause of wasted federal health
care dollars. For instance, the Centers for Medicare
and Medicaid Services awarded more than $312
million a year in bonuses to nursing homes with past
violations of basic health-and-safety standards that
provided below-average care.”®’

Mismanagement at HHS is costing taxpayers
more than one billion dollars every week.

There are plenty of other areas where HHS spending

is simply excessive. HHS spent $215 million on travel, including the cost of rental cars, hotels
and airline tickets, in 2008.”°® The Department spent at least $349 million on conferences and
meetings over the last decade.”®®

Millions of dollars of HHS equipment disappears every year. Over 5,000 items worth $15.8
million, including laptop computers, all-terrain vehicles, tractors, pickup trucks, and medical
devices, were lost or stolen by employees of HHS’ Indian Health Service between 2004 and

763 Statement by Dr. David Acheson, Associate Commissioner on Foods at the Food and Drug Administration of the
U.S. Department of Health and Human Services on Improper Payments in Government Agencies and Departments
before the U.S. House of Representatives Committee on Appropriations’ Subcommittee on Labor, Health and
Human Services, Education, and Related Agencies, May 11, 2011;
http://www.hhs.gov/asl/testify/2011/03/t20110317e.html .

784 Jane Zhang, “Medicare Ignored Its Claims Policy, Audit Says,” The Wall Street Journal, August 26, 2008;
http://online.wsj.com/article/SB121971017492971293.html .

"%“Doctor Pleads Guilty to Billing Medicare and Medicaid for Counseling Sessions with Dead Patients; Dr.
Williams Claimed $2 Million in Phony Health Treatments, Saying It Was Group Therapy,” U.S. Attorney’s Office,
Northern District of Georgia, FBI website, June 6, 2011; http://www.fbi.gov/atlanta/press-releases/2011/doctor-
pleads-guilty-to-billing-medicare-and-medicaid-for-counseling-sessions-with-dead-patients

766 “Medicare Fraud: A $60 Billion Crime,” CBS News, September 5, 2010;
http://www.cbsnews.com/stories/2009/10/23/60minutes/main5414390.shtml .

87 Clark Kauffman, “Nursing homes across the U.S. receive bonuses despite violations,” Des Moines Register
(lowa), November 9, 2008; http://www.desmoinesregister.com/article/20081109/NEWS10/811090341/-
1/SPORTS09 .

788 Staff estimate based on OMB numbers.

"% David Freddoso, “Government conference spending gone wild!,” Washington Examiner, August 29, 2009;
http://www.washingtonexaminer.com/opinion/blogs/beltway-confidential/Government-conference-spending-gone-
wild-54832242.html .
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2007.”" Investigators blamed management failures and weak leadership for the problems, yet
the official in charge of IHS’ property group still received a $13,000 bonus award in December
2008."

The Department ends every year with billions of dollars in excess funds. HHS is expected to end
2011 with more than $210 billion in unspent funds. Over $40 billion of that amount is
unobligated. The DePartment Is expected to end 2012 with an even greater amount of
unobligated money.”"?

One way the Department could clean up their act and save taxpayer dollars is simply through
complying with existing federal law. The nonpartisan analysis of an audit conducted by Ernst &
Young on the balance sheets of the Department of Health and Human Services for FY2010, was
included in HHS’s FY 2010 Agency Financial Report, dated November 15, 2010. The audit
revealed concerning conclusions; among the many findings were the following:’"®

e HHS is not in compliance with federal financial management law. According to the HHS
Inspector General’s review of Ernst & Young’s financial audit of HHS, “HHS's financial
management systems are not compliant with the Federal Financial Management
Improvement Act of 1996.”

e Nearly $2 billion taxpayer dollars are stuck in limbo. “As of September 30, 2010, the
audit identified approximately 102,500 transactions totaling an approximate $1.8 billion
that were more than 2 years old without activity.”

e Nearly $800 million dollars “could not be explained” differing between HHS’ records
and treasury department records. “Based on our review and discussions with
management, we noted differences of $794 million that could not be explained.”

e Some processes and procedural manuals have not been updated since the 1980s. “HHS’s
formalized policies and procedures are out of date and may be inconsistent with actual
processes taking place....For example, we noted that certain policies and procedures,
including certain accrual processes, had not been updated since the mid-1980s.”

e Current HHS personnel need training to “complete their day-to-day responsibilities.”
“Further, we noted additional training on the financial systems was needed to enable
HHS personnel in their ability to access needed information from the system to complete
their day-to-day responsibilities - including the preparation of reconciliations, research of
differences noted, and the ability to identify and clear older “stale” transactions dating
back several years.”

10 “INDIAN HEALTH SERVICE: IHS Mismanagement Led to Millions of Dollars in Lost or Stolen Property
(GAO-08-72),” Government Accountability Office, June 2008; http://www.gao.gov/new.items/d08727.pdf .

M Robert Brodsky, “Watchdog: Indian Health Service continues to mismanage property,” Government Executive,
May 26, 2009; http://www.govexec.com/story page.cfm?articleid=42809&dcn=todaysnews .

772 «Balances of Budget Authority Fiscal Year 2012,” Budget of the U.S. Government, Office of Management and
Budget, page 8, accessed June 16, 2011;
http://www.whitehouse.govi/sites/default/files/omb/budget/fy2012/assets/balances.pdf .

" Summary of Findings of the Ernst & Young audit, Office of Senator Tom Coburn, M.D.,
http://coburn.senate.gov/public/index.cfm?a=Files.Serve&File id=6a04c50e-72c7-477e-ac37-cbae0f575d10
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Repeal Damaging Provisions of Wrong-Headed, Controversial Health Care Law

Before it became law, supporters argued the federal health care overhaul would become more
popular after it passed Congress. However, more than a year later, most Americans remain
opposed to the law and still concerned about its impact on their family, budget, and health care
choices.”* The proposal outlines some of the most damaging impacts that are avoided through
repeal.

Repeal prevents Americans from losing the health insurance plan they like. Proponents of the
health care overhaul often pledged that health reform would allow Americans who liked their
current health plan to keep it. But In June, the U.S. Department of Health and Human Services
issued rules limiting changes employers can make to health insurance plans, and still be
considered to be “grandfathered” — or exempt from many of the new mandates in the law. Under
the Department’s own estimates, more than half of companies may have to give up their current
health coverage because of the new law by 2013.””> And, in their estimate, the Administration
predicts that eight in 10 small businesses could lose their current health plans.””®

Repeal prevents the economy from losing nearly 800,000
jobs. The nonpartisan Congressional Budget Office
(CBO) released an analysis of the “effects of recent
health care legislation on labor markets.””’” The CBO’s
findings painted a troubling picture. The massive
Medicaid expansion will “encourage some people to
work fewer hours or to withdraw from the labor
market.”’"®  Additionally, phasing out the subsidies to
buy expensive insurance “will effectively increase

X
marginal tax rates, which will also discourage work.”""® U N EM P I_UY M ENT

CBO said “other provisions in the legislation are also

% http://www.huffingtonpost.com/2009/07/30/healthplan_n_725503.html

" U.S. Department of Health and Human Services, “Group Health Plans and Health Insurance Coverage Relating
to Status as a Grandfathered Health Plan Under the

Patient Protection and Affordable Care Act; Interim Final Rule and Proposed Rule,” June 17, 2010.
http://www.regulations.gov/search/Regs/contentStreamer?objectld=0900006480b03a90&disposition=attachment&c
ontentType=pdf

®U.S. Department of Health and Human Services, “Group Health Plans and Health Insurance Coverage Relating
to Status as a Grandfathered Health Plan Under the

Patient Protection and Affordable Care Act; Interim Final Rule and Proposed Rule,” June 17, 2010.
http://www.regulations.gov/search/Regs/contentStreamer?objectld=0900006480b03a90&disposition=attachment&c
ontentType=pdf

" Congressional Budget Office, “The Budget and Economic Outlook: An Update,” August 2010, page 66-67 of
PDF.

http://cbo.gov/ftpdocs/117xx/doc11705/08-18-Update.pdf

8 Congressional Budget Office, “The Budget and Economic Outlook: An Update,” August 2010, page 66-67 of
PDF.

http://cbo.gov/ftpdocs/117xx/doc11705/08-18-Update.pdf

" Congressional Budget Office, “The Budget and Economic Outlook: An Update,” August 2010, page 66-67 of
PDF.

http://cbo.gov/ftpdocs/117xx/doc11705/08-18-Update.pdf
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likely to diminish people’s incentives to work.” "® The CBO “estimates that the legislation, on
net, will reduce the amount of labor used in the economy by a small amount—roughly half a
percent—primarily by reducing the amount of labor that workers choose to supply”, which is
more than 788,470 employees.”®" Another independent estimate predicted the overhaul will
“destroy a total of 120,000 to 700,000 jobs by 2019.”"®? This is a huge number of future jobs
and future workers that will be effectively sidelined because of the health reform legislation.
With more than 14 million Americans out of work today, we cannot afford to lose more jobs.

Repeals the panel of unelected, unaccountable Medicare czars that will slash reimbursements to
physicians, threatening access to care for seniors. The controversial health care overhaul created
the Independent Payment Advisory Board (IPAB) —a panel of unelected bureaucrats who will be
politically-appointed and charged with developing proposals to reduce the per capita rate of
growth in Medicare spending. Under the law, HHS is forced to implement the panel’s proposals
automatically unless Congress intervenes with similar cuts. There are virtually no checks on the
panel, since its members are not answerable to voters and its recommendations cannot be
challenged in court. Many of these unelected technocrats are likely to have political connections
to powerful politicians, but not all of them are required to be physicians. Because the panel is
barred from examining common-sense changes like

Medicare beneficiary premiums, cost-sharing, or

benefit design, many expect that in efforts to control How to turn Old Money info N
spending, the panel will limit patient access to medical
care by slashing provider reimbursements to a point
that doctors cannot afford to see Medicare patients.

o Money

Repeals a provision that could force taxpayers to bail
out a “Ponzi scheme” program. Section 8002 created
the Community Living Assistance Services and
Supports program (CLASS), a “voluntary federal
program for long-term care insurance that would be
administered by the Secretary of Health and Human
Services (HHS).” "®® Unlike traditional health |
insurance that covers medical benefits, long-term i

insurance generally covers services that assist il L
individuals in their day-to-day activities of life, such as A Reference for the Rest of UsI"

"8 Congressional Budget Office, “The Budget and Economic Outlook: An Update,” August 2010, page 66-67 of
PDF.

http://cbo.gov/ftpdocs/117xx/doc11705/08-18-Update.pdf

"81Congressional Budget Office, “The Budget and Economic Outlook: An Update,” August 2010, page 66-67 of
PDF.

http://cbo.gov/ftpdocs/117xx/doc11705/08-18-Update.pdf . According to a U.S. Department of Labor estimate, the
2010 labor force is estimated to comprise 157,695,000 workers. Half of one of percent of our nation’s 157 million
work force equals 788,475 workers. Lee, Marlene and Mather, Mark. “U.S. Labor Force Trends,” Population
Bulletin, Vol. 63, No. 2, June 2008. http://www.prb.org/pdf08/63.2uslabor.pdf

82 Tyerck, David, et. al. “Killing Jobs through National Health Care Reform,” Beacon Hill Institute Policy Study,
March 2010. http://www.atr.org/userfiles/BHI%20Health%20Care%20Reform%20as%20Job%20Killer(7).pdf

"8 Congressional Budget Office, “Letter to The Honorable Tom Harkin, Chairman of the U.S. Senate Committee on
Health, Education, Labor, and Pensions,” November 25,
2009.http://www.cbo.gov/ftpdocs/108xx/doc10823/CLASS_Additional _Information_Harkin_Letter.pdf
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bathing, eating, or dressing. While the purpose sounds good, the CLASS program is misguided
policy. The financial structure of the program is so shaky it could require a taxpayer-funded
bailout while saddling taxpayers with mountains of debt. According to the Congressional
Budget Office (CBO), this provision could “add to budget deficits .... in succeeding decades —
by amounts on the order of tens of billions of dollars for each 10-year period.”’®*  The problems
with the structure of the program are so systemic that the American Academy of Actuaries
concluded “an actuarially sound program may not be possible to achieve” despite changes that
might be sought.”® The CLASS program would effectively self-destruct. In fact, the financial
structure for this new provision is so untenable that one Senator who voted for the health care
overhaul called it “a Ponzi scheme of the first order, the kind of thing that Bernie Madoff would
have been proud of.”®®

Repeals policies that increase health insurance costs. Unfortunately, the overhaul that passed
Congress last year did not represent the real health reform Americans want and need. The new
law focused on some of the symptoms in our health care
system, but failed to address the underlying disease. For a
majority of Americans, the cost of health coverage is their
primary concern.”®” For too many, cost is the access
problem. Unfortunately, the new law increases costs to
patients, consumers, and taxpayers, while exacerbating many
existing problems in health care. Independent experts have
found that the new health law will increase the cost of health
insurance and health care services. According to the
nonpartisan Congressional Budget Office (CBO), premiums
for millions of American families in 2016 will be 10-13
percent higher than they otherwise would be. "% This
represents a $2100 increase per family, compared with the
status quo.”® And, according to @ memo from the Actuary of
the Centers for Medicare and Medicaid Services, the medical
device and pharmaceutical drugs fees and the health

784 Congressional Budget Office, “Letter to The Honorable Tom Harkin, Chairman of the U.S. Senate Committee on
Health, Education, Labor, and Pensions,” November 25, 2009.
http://www.cbo.gov/ftpdocs/108xx/doc10823/CLASS_Additional_Information Harkin_Letter.pdf

8 American Academy of Actuaries, “Community Living Assistance Services and Supports Act,” Critical Issues in
Health Reform, November 2009. http://www.actuary.org/pdf/health/class_nov09.pdf

"8 |ori Montgomery, “Proposed Long-Term Health Insurance Program Raises Questions,” The Washington Post,
October 27, 2009. http://www.washingtonpost.com/wp-dyn/content/article/2009/10/27/AR2009102701417.html.
87U.S. Department of Health and Human Services, “America Speaks on Health Reform: Report on Health Care
Community Discussions,” page 101, March 2009,
http://www.healthreform.gov/reports/hccd/report_on_communitydiscussions.pdf.

788 Congressional Budget Office, “An Analysis of Health Insurance Premiums Under the Patient Protection and
Affordable Care Act, “ page 4, November 30, 2009, http://www.cbo.gov/ftpdocs/107xx/doc10781/11-30-
Premiums.pdf.

8 Congressional Budget Office, “An Analysis of Health Insurance Premiums Under the Patient Protection and
Affordable Care Act, “ page 4, November 30, 2009, http://www.cbo.gov/ftpdocs/107xx/doc10781/11-30-
Premiums.pdf. On page 6: “Average premiums per policy in the non-group market in 2016 would be roughly
$5,800 for single policies and $15,200 for family policies under the proposal, compared with roughly $5,500 for
single policies and $13,100 for family policies under current law.”
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insurance excise tax will “generally be passed through to health consumers in the form of higher
drugs and device prices and higher insurance premiums, with an associated increase in overall
national health expenditures....””*® The JCT has also confirmed that many of the new taxes
included in the health care reform law will be passed on directly to consumers, including the $60
billion tax on health Plans, the $20 billion tax on medical devices, and the $27 billion tax on
prescription drugs.”

Repeals mandates that crush states with $120 billion in additional costs. Before the passage of
the health overhaul, the Congressional Budget Office (CBO) estimated that the “state spending
on Medicaid” would increase by tens of billions of dollars “as a result of the coverage
provisions.””®  In pegging the costs to states, they noted that “under current law, states have the
flexibility to make programmatic and other budgetary changes to Medicaid and the Children’s
Health Insurance Program.”’®® But now that the health overhaul has been signed into law, states
are stuck with federal mandates buried in the law that dictate many of the operations of the state-
level Medicaid programs. So how big are the costs state taxpayers must absorb from the massive
Medicaid expansion or other mandates? A report tallying estimates that several states produced
calculating the costs to their states pegged the new cost burden from the health law at $118
billion over a decade.”®* These costs to state governments and taxpayers may not have been fully
calculated by CBO, but they nonetheless are real costs that must be borne by American
taxpayers. Unless the cost-increasing mandates are
repealed, governors and legislatures must effectively
decide what education programs or public infrastructure
works will be cut even further. These massive federal
mandates that lead to skyrocketing state costs should be
repealed.

Repeals requirement that makes it illegal not to have
health insurance. Starting in 2014, it will be illegal for
most Americans not to purchase health insurance. Never
before has the federal government passed a law requiring
Americans to purchase any commodity. But, under the
new health law, Americans face a choice between buying
government-dictated insurance or breaking federal law.

790 Foster, Richard, Chief Actuary for the Centers for Medicare and Medicaid Services, “Estimated Financial Effects
of the ‘Patient Protection and Affordable Care Act,” as Amended,” April 22, 2010,
http://coburn.senate.gov/public/index.cfm?a=Files.Serve&File id=f011f765-c229-4b33-8095-6¢30c8bfefdO.

5 Federal Register, “Group Health Plans and Health Insurance Coverage Relating to Status as a Grandfathered
Health Plan Under the Patient

1 23Joint Committee on Taxation, “Technical Explanation of the Revenue Provisions of the ‘Reconciliation Act of
2010,” as Amended, In Combination with the ‘Patient Protection and Affordable Care Act,”” March 21, 2010,
http://www.jct.gov/publications.html?func=startdown&id=3673.

92 Congressional Budget Office, “Letter to the Honorable Harry Reid, U.S. Senate Majority Leader,” March 11,
2010. http://www.cbo.gov/ftpdocs/113xx/doc11307/Reid_Letter HR3590.pdf . CBO budget

%8 Congressional Budget Office, “Letter to the Honorable Harry Reid, U.S. Senate Majority Leader,” March 11,
2010. http://www.cbo.gov/ftpdocs/113xx/doc11307/Reid _Letter HR3590.pdf

" Joint Congressional Report, “Medicaid Expansion in the New Health Law: Costs to the States,”
http://thehill.com/images/stories/blogs/medicaidcost.pdf



http://coburn.senate.gov/public/index.cfm?a=Files.Serve&File_id=f011f765-c229-4b33-8b95-6c30c8bfefd0
http://www.jct.gov/publications.html?func=startdown&id=3673
http://www.cbo.gov/ftpdocs/113xx/doc11307/Reid_Letter_HR3590.pdf
http://www.cbo.gov/ftpdocs/113xx/doc11307/Reid_Letter_HR3590.pdf
http://thehill.com/images/stories/blogs/medicaidcost.pdf

BACK IN BLACK | 176

Repeals a massive Medicaid expansion that enrolls up to 25 million Americans in government-
run program that delays and denies care. Medicaid is a federal-state government health program
that is already denying patients access to care and yielding poorer heath outcomes. The new
health law will force at least half of currently uninsured Americans —16 million people — into
Medicaid. And according to the Chief Actuary of the Centers for Medicare and Medicaid (CMS),
the number of Americans forced into this substandard medical program could climb as high as
25 million.”®™ A 2002 government survey found that “approximately 40% of 6physicians
restricted access for Medicaid patients,” because payment rates are so low. %6 As former CMS
official Dr. Scott Gottlieb explained, “only about half of U.S. physicians accept new Medicaid
patients, compared with more than 70% who accept new Medicare patients.””’ With such
restrictions on access to care, patients on Medicaid experience higher infant mortality rates
(IMR). The nonpartisan CRS conducted a data analysis of the IMR in four states.’®®

In one state with an IMR higher than the U.S. average, researchers found that “births covered by
Medicaid had worse outcomes when compared to
births covered by private insurance.... When
compared to private insurance, Medicaid mothers
received less prenatal care and had nearly twice as
high rate of infant mortality.” " In addition to
poorer health outcomes, Medicaid patients have a
limited selection of health care providers. According
to a 2009 poll of 110,000 practicing physicians who
were asked about insurance market reforms, only
one in 4 responding physicians identified enrolling
the uninsured in Medicaid as the best change for
patients and physicians, so all Americans can have
health insurance and insurance companies are held accountable.?”® Nearly half of physicians in
the same poll said government health programs, including Medicaid, are ineffective or very
ineffective at responding to the individual needs of patients and empowering physicians and
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providers to provide quality care. About two-thirds of physicians said increased federal control
over health care would decrease their ability to provide high quality care to patients.®

Repeals provisions of the law that would grow bureaucracies at the IRS and Department of
Health and Human Services’ by up to $20 billion. According to the nonpartisan Congressional
Budget Office’s estimates, repeal of the health care legislation would “probably reduce the
appropriations needed by the Internal Revenue Service by between $5 billion and $10 billion
over 10 years, and CBO said “similar savings would accrue to the Department of Health and
Human Services.”®"

Reducing Excessive Overhead Costs and Unnecessary Bureaucracy

HHS could save tens of billions of dollars every year by reducing improper payments,
modernizing their systems, controlling unnecessary costs, and improving management of
resources.

There are a number of cost controls the Department could implement to save hundreds of
millions of dollars without reducing or compromising services.

President Obama has proposed cutting $200 million in HHS’ administrative budget next year.
The Office of Management and Budget (OMB) notes “the Federal Government spends extensive
amounts on services or products that may be characterized as administrative or overhead. Over
the past five years, spending on certain of these activities has grown substantially.” The Obama
Administration has directed each agency to cut unnecessary spending and, according to OMB,
“agencies are busy putting in place the processes and policies during 2011 that will enable them
to realize these savings in 2012.”%%

In addition to the savings recommended by the President, there are a number of specific areas
within the departmental management budget of HHS where spending should be reduced.

The office set to receive the greatest proportional growth is the Assistant Secretary for Public
Affairs (ASPA). ASPA is essentially the public relations department within HHS that prepares
op-eds, speeches, statements, and media outreach materials, coordinates media appearances for
Department officials, responds to media requests, manages the HHS web site, and develops
media strategies.

ASPA has been funded at $4.8 million in 2010 and 2011 and has 24 full time employees this
year. The 2012 budget proposed by HHS for the office is $19.9 million with the staff size
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expected to nearly double to 46 full time employees.?®* At a time when actual services are being
reduced, it is not appropriate for the public relations budget to increase, especially by such an
obscene amount. The ASPA budget should be reduced to $4 million.

At the same time many services for Americans are being reduced, HHS is seeking to double its public relations staff
and dramatically increase its PR budget from $4.8 million to $19.9 million next year.®®

The office of the Assistant Secretary for Legislation (ASL) is also set to receive a hefty budget
increase. The ASL is the “principal advocate before Congress for the Administration‘s health
and human services initiatives” and serves as chief HHS legislative liaison and principal advisor
to the Secretary and the Department on Congressional activities.”®*® The ASLA budget has been
funded at $3.2 million in 2010 and 2011 but is proposed to be $4.9 million in 2012. The
Department claims the increase is necessary for “responding to the increased congressional
inquiries related to Health Reform as a result of the implementation and review of the
legislation.” This is an excessive amount and, while allowing for a modest increase, the total
amount should be capped at $3.5 million.

HHS departmental management will spend $5,330,000 on printing and reproduction this year.
This is a dramatic increase from the $1,794,000 spent in 2010. %’ With more and more
information available in electronic format, such an increase in costs is not justifiable and this is
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an area where costs should be declining, but HHS has projected spending more than $5 million
again in 2012. Printing and reproduction costs for departmental management should be capped at
$1.8 million.

Departmental management spending on travel increased 40 percent in a single year, from $5
million in 2010 to $7 million in 2011. ®® The Department expects to spend $7 million again in
2012, but this amount should be capped at $5 million.

Equipment expenditures by the departmental management is projected to more than double from
$2.9 million spent in 2010 to more than $6 million expected to be spent in 2012. This amount
should be capped at $3.5 million,®®® which is still a generous 20 percent increase.

Supplies and materials costs have jumped from $1.9 million in 2010 to $2.9 million in 2011 and

are projected to reach nearly $8 million in 2012.3*° These expenditures should be capped at $2.5
million.

Administration for Children and Families

The Administration for Children and Families (ACF) is responsible for federal programs
intended to “promote the economic and social well-being of families, children, individuals, and
communities.”®!!

The Job Opportunities for Low-Income Individuals program (JOLI) provides grants to foster the
economic self-sufficiency of the targeted populations by creating new jobs for low-income
individuals.®* Including JOLI, the federal government administers at least 80 economic
development programs and 47 job training programs. President Obama is proposing eliminating
JOLI because “the program is duplicative of other job training and low-income support
programs” and ‘“has never been evaluated, nor does it have performance measures. "
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The Rural Community Facilities program provides “training and technical assistance to low-
income rural communities in developing and managing affordable, safe water and wastewater
treatment facilities.”®* According to the Office of Management and Budget, this program “is
duplicative of other wastewater treatment programs in the Department of Agriculture (USDA)
and the Environmental Protection Agency (EPA). These agencies have the expertise to manage
water treatment programs in rural communities, whereas the Administration for Children and
Families administers social service programs.” OMB points out “ACF staff does not have the
expertise to effectively and efficiently administer a water treatment program.” President Obama
has proposed the Rural Community Facilities program be eliminated and Congress should end
the program. 8%

The Administration for Children and Families at the Department of Health and Human Services “does not have the
expertise to effectively and efficiently administer a water treatment program,” according to the Office of
Management and Budget. Yet, the agency runs a program that assists with the development and management of
wastewater treatment facilities.®*®

The Community Economic Development program (CED) provides federal grants to community
development corporations for the purpose of supporting “employment and commercial
development projects designed to provide economic self-sufficiency for low-income residents
and their communities.”®” This mission of this program, which has an annual budget of $36
million, is duplicative of 180 other government development programs, has a very low success
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rate, and does not fit within the mission or expertise of the Department of Health and Human
Services.®® The Office of Management and Budget notes “economic development is not the
primary focus of the Department of Health and Human Services, and recent evidence suggests
mixed results for the CED program. According to HHS’s most recent report to the Congress,
only one out of five funded projects within the CED program were successful. Three out of five
projects were incomplete. One out of five projects was unsuccessful, having been unable to
finalize the necessary activities needed to complete a project. Although grants are competitive,
many of the same grantees receive funding year after year.”®° Including CED, more than a
dozen different federal agencies administer at least 180 economic development programs costing
taxpayers about $188 billion annually. ®° President Obama has proposed cutting the CED
budget by $16 million.?! Due to its lack of success, duplicative nature, and inappropriate
placement within HHS, CED should be eliminated. Any ongoing grants projects, which have
three to five years to complete implementation, and have demonstrated success, shall continue to
receive the remaining funding promised as part of the original grant award.

m w H Community Economic Development

Only one out of five projects funded by the Community Economic Development program were successful. The
program duplicates the mission of at least 180 other federal programs.

The Community Service Block Grant (CSBG) program is another grant program providing
federal funds to States and territories intended to pay for a variety of services for low-income
populations. “ 2ypically, States fund these services by making sub-grants” to other
organizations.?” This, of course, has allowed some grant recipients to award no-bid contracts
for pet projects that have little, if anything, to do with aiding the poor. A recent audit in Detroit,
for example, found much of a $1.1 million Community Service Block Grant the city received to
provide services to low income residents was instead wasted on new furniture for city employees
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and extra pay for contractors.?”® President Obama’s proposed budget calls for cutting CSBG

funding by 50 percent, noting CSBG provides funding for the important work of Community
Action Agencies, but does not hold these agencies accountable for outcomes.?** Because this
program duplicates other federal community development and low income assistance programs
and does not provide sufficient accountability or demonstrable results, it should be eliminated.

President Obama has called for the termination of the Voting Access for Individuals with
Disabilities grant program which promotes access and participation of individuals with
disabilities in elections. The Office of Management and Budget notes “States have balances of
over $35 million in unexpended funds from prior year appropriations for this program” which
can still be used to support this effort next year should resources be needed. ¥ This unspent
amount is more than twice the size of the program’s $17 million annual budget. Because the
program’s funding has apparently exceeded needs, “almost
$1 million in funds lapsed and was returned to the
Treasury” at the beginning of the year, according to
OMB.826

How 1O AvOID
FALLING IN LOVE

ACF’s Healthy Marriage Promotion and Responsible
Fatherhood Grants is not an essential program taxpayers
should fund. Marriage is the foundation of our society and

a sacred institution that should be revered and supported. ' '
The federal government can honor, respect and promote the 4
value of marriage in many ways. However, government
programs touting marriage are not essential to achieve
these noble goals. Rather, the best way for government to
promote marriage is to simply not undermine or devalue
the institution and respect the rights of parents to care for The Foolproof Way to Follow Your
their children. The program attempts to promote marriage Heart Without Losing Your Mind
and responsible fatherhood with public advertising
campaigns, education in high schools, and marriage
counseling for engaged and married couples.®*’

“How to Avoid FallingIn Love with a Jerk” is a
popular curricula of Healthy Marriage
and Responsible Fatherhood Grantees
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GAO recently reviewed the program and found that it lacked an “effective monitoring system or
clear and consistent monitoring guidance” and, as a result, grantees are “at risk of noncompliance
with HHS policy or of not meeting performance requirements.”®® According to GAO, HHS
“lacks mechanisms to identify and target grantees that are not in compliance with grant
requirements or are not meeting performance goals, and it also lacks clear and consistent
guidance for performing site monitoring visits.”®?° Despite its goals, this program has not proven
to be well managed and is simply not necessary. The benefits of marriage should continue to be
emphasized in federal wellness efforts, but ACF’s Healthy Marriage Promotion and Responsible
Fatherhood Grants program should be eliminated.®*

The Low Income Home Energy Assistance Program (LIHEAP) provides financial assistance to
help low-income families offset a portion of their home heating and cooling costs. The
program’s budget has increased dramatically in recent years as energy prices soared. The
Obama Administration has proposed returning LIHEAP spending to $2.57 billion annually. %
“Reflecting current forecasts for more moderate energy prices in winter 2011-2012,” the Obama
Administration says “this returns LIHEAP funding to historic levels received for 2008 prior to
the energy price spikes.”®*? The President’s recommendation to return funding to the pre-energy
budget should be adopted, saving taxpayers $2.5 billion.

The Centers for Disease Control and Prevention

Two-thirds of all deaths in the United States are the result of just five chronic diseases—heart
disease, cancers, stroke, chronic obstructive pulmonary diseases, and diabetes.®*® These and
other chronic diseases are not just costing lives, they are costing billions of dollars in medical
bills every year. Chronic conditions are the “major factors driving virtually all Medicare
spending growth for the past 15 years” according to a study published by the journal Health
Affairs.?* The federal government spends billions more treating infectious diseases, some of
which have only been recently recognized like HIV/AIDS and hepatitis C. Yet, most of these
diseases are largely preventable. As the saying goes, an ounce of prevention is worth a pound of
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126; http://www.whitehouse.gov/sites/default/files/omb/budget/fy2012/assets/trs.pdf .
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cure. In terms of federal spending, an ounce of prevention could be worth a billion dollars in
savings.

The Centers for Disease Control and Prevention (CDC) is the federal agency tasked with
“protecting health and goromoting quality of life through the prevention and control of disease,
injury, and disability.”®® The dramatic increase in the number and cost of preventable
conditions as well as the emergence of new public health threats such as bioterrorism underscore
both the mission and challenges of the CDC.

The agency’s essential and often challenging mission is too important to be neglected, even in
times of financial austerity. This means ensuring optimal funding while holding the agency
accountable for optimal results. CDC can boast success and be faulted with shortcomings. A
recent example demonstrating both is the agency’s response to the HIN1 outbreak: The agency
reacted swiftly but discarded nearly one-third of the 229 million HIN1 vaccine purchased with
taxpayer funds.®*

Like other government agencies, CDC is not always the best steward of taxpayer funds, often
times as a result of directives made by Congress. From spending billions of dollars on buildings
to spending staff time investigating the media rather than disease outbreaks, CDC management
has too often focused on the agency itself rather than its mission. The CDC spent about $1
billion on construction and repairs of its buildings and facilities over a recent five year period.®*’
Yet the agency is spending another $400 million to build two multi-story buildings and expand
parking lots.®® After a series of critical press stories, the CDC “generated about 4,000 pages of
documents assessing risks to the agency’s reputation posed by The Atlanta Journal-
Constitution’s reporting.” The paper “was pursuing stories about morale problems and an
exodus of key scientists from the Atlanta-based agency, CDC’s chaotic response to Hurricane
Katrina, lab animal welfare violations and costly taxpayer-funded construction projects.” #*°
This type of obsession with the agency’s reputation is a waste of staff resources. The agency
should be more focused on preventing disease which in turn would most likely help prevent
negative news coverage.

A 2007 congressional oversight report, “CDC Off Center,” provides a very detailed review of
how the agency “spent hundreds of millions of tax dollars for failed prevention efforts,

835 «About CDC,” CDC website, accessed July 14, 2011; http://www.cdc.gov/about/ .

836 Rob Stein, “Millions of HIN1 vaccine doses may have to be discarded,” The Washington Post, April 1, 2010,
Page A1, http://www.washingtonpost.com/wp-
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expenditures equal $1,044,083,943. FY 2001: $72,609,521; FY 2002: $260,558,270; FY 2003: $83,697,080; FY
2004: $211,778,967; and FY 2005: $269,708,000.

88 Craig Schneider, “CDC plans $400 million expansion; Plan is to build two 10-story research buildings,” The
Atlanta Journal-Constitution, August 13, 2009; http://www.ajc.com/news/atlanta/cdc-plans-400-million-
115205.html .
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international junkets, and lavish facilities, but cannot demonstrate it is controlling disease.”®%

The questionable spending outlined in the report includes hundreds of millions of dollars spent
on lavish buildings, an unnecessary new office in Hawaii, $30,000 saunas for CDC employees,
millions of dollars inappropriately awarded to former employees for questionable projects such
as $1.7 million for a Hollywood liaison and a quarter of a million dollars for a morale booster,
and the misuse of the CDC jet for political purposes.®** The report also exposed millions of
dollars being wasted on questionable and ineffective prevention programs, some with no
objectives and others that violated federal guidelines.

Another congressional investigation found CDC could not account for more than $22 million
worth of scientific equipment and thousands of other items including $500,000 of new
computers.®*? While identifying some areas of waste and mismanagement at CDC, Congress has
also contributed to duplication and misplaced priorities at CDC. Currently, CDC is funded
through over one hundred appropriation budget lines. This is the result of years of funding
decisions being made via earmarks for specific diseases or health conditions favored by
Washington politicians, advocacy organizations, and celebrity spokespersons rather than by
scientific experts or public health officials. This micromanagement of CDC has created waste,
fragmentation, duplication, and mission creep. For example, CDC efforts addressing obesity,
climate change, and fire safety as well as collection of data on violence duplicate efforts of other
government agencies.

There are over 20 centers and offices comprising CDC. The silos within CDC created by
Congress should be reconsidered.?*® The director of the agency should be given the authority to
update and consolidate the organization to better reflect and respond to today’s public health
challenges and needs. A streamlined and updated CDC could be reorganized into five centers:

Office of the Director. Much like NIH, the CDC director should be provided greater flexibility,
responsibility and accountability for the overall work of agency. The director should have the
ability to respond to emerging threats or new understandings by having the authority to shift
resources within and across CDC’s centers. In exchange for turning over greater authority to the

840 «CDC OFF CENTER; A review of how an agency tasked with fighting and preventing disease has spent
hundreds of millions of tax dollars for failed prevention efforts, international junkets, and lavish facilities, but cannot
demonstrate it is controlling disease,” U.S. Senate Committee on Homeland Security and Government Affairs
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(Senator Tom Coburn, Ranking Member), June 2007, page 8;
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director, Congress will have to spend less time micromanaging CDC spending and more time
conducting oversight of the results of the funding provided.

Health Promotion and Prevention. This center would focus on the leading causes of death and
scientifically-proven ways of reducing disease burdens. It could incorporate all of the existing
budget lines for health promotion and prevention for behavioral issues such as tobacco; nutrition;
physical activity; obesity; visual screening; heart disease; and stroke and cancer . Combining
prevention for all behavior-based health issues would encourage more coordinated efforts. A
health awareness campaign for obesity, for example, would also address heart disease, diabetes,
and other proper nutrition and exercise.

Disease Surveillance and Epidemiology (Health Statistics). Surveillance and epidemiology are
core functions and roles for a public health agency. Unfortunately, CDC’s disease surveillance is
fractured. For example, the Center for Chronic Disease Prevention and Health Promotion funds
the National Lupus Patient Registry and various cancer registries. All surveillance should be
collected and processed by one center. The center should create uniform guidelines states could
use to collect data.

Global Health. This center could monitor and respond to global outbreaks as well as support
international efforts to combat HIV/AIDS, TB, and malaria.

In addition to these broader reforms, there are other areas where savings could be made within
CDC’s budget without undermining its mission. The “Justification of Estimates for
Appropriation Committees” for Fiscal Year 2012 proposed by CDC recommends a number of
specific savings that should be adopted: 3%

Public Health Emergency Preparedness Grant Program ($71.6 million). The President’s budget
includes a $71.6 million reduction in the Public Health Emergency Preparedness (PHEP)
Program. The PHEP program will provide nearly $9 billion in funding from 2001-2012. State
and local governments play a key role in this area and there are many sources of funding for
public health preparedness outside of CDC.

World Trade Center Health Monitoring Program ($70.7 million). The budget includes an
elimination of discretionary funding for World Trade Center activities. The World Trade Center
Health Program Created by the James Zadroga 9/11 Health and Compensation Act of 2010 will
provide substantially more funding and was intended to replace these funds.

Academic Centers for Public Health Preparedness and Advanced Practice Centers ($35.3
million). The administration notes these programs have not demonstrated a large return on
investment or significant impact improving public health.

Healthy Homes/Childhood Lead Poisoning Prevention/Asthma ($33 million). The President
recommends consolidating the remaining funds for this program into a more comprehensive
approach.

844 «Justification of Estimates for Appropriation Committees Fiscal Year 2012,” Centers for Disease Control and
Prevention; http://tinyurl.com/4tk300g.
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Healthy Communities ($22.6 million). There are other community-based programs funded by
CDC.

Genomics ($11.6 million). Because of overlap with other federal agencies, the President
recommends reducing CDC genomic activities by $11.6 million. CDC can use the reduced
funding to focus on implementing applications of genomics to areas of public health importance.

Built Environment ($2.7 million). This program could be eliminated with some of its activities
integrated into other CDC community-based programs.®*

Additionally, CDC could raise some revenues to offset the costs of its museums which cost
taxpayers millions of dollars to construct. Admission and parking at CDC’s Global Health
Odyssey Museum are free.?*® The museum features multi-media installations tracing “the
origins and early history of CDC through its expansion into an agency of public health programs
emphasizing prevention.” **’ The museum also presents other exhibits using artwork intended to
communicate wellness messages. Recent features include “Off the Beaten Path, which presents
the work of 28 contemporary artists including Yoko Ono,2*® as well as a series of lounge chairs
“making a statement on global obesity and consumption” designed by an Atlanta sculptor.®*°
Even if school groups were exempted, asking museum visitors to contribute a small fee of $5
could offset some of the museum costs, allowing more CDC funds to be directed towards disease
control efforts.

umcuﬁnce q

Charging visitors a nominal fee would offset some of the costs of CDC’s Global Health Odyssey Museum
which features both health messages as well as the artwork of contemporary artists such as Yoko Ono as
well as lounge chairs designed to make a “statement on global obesity and consumption.”®*°
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Health Resources and Services Administration

The Health Resources and Services Administration (HRSA) is comprised of six bureaus and 13
offices, administers over100 programs, and disperses federal funds to more than 3,000 grantees
to provide health care to uninsured people, people living with HIV/AIDS, and pregnant women,
mothers and children. HRSA also oversees organ, bone marrow and cord blood donation,
supports bioterrorism preparation programs, and maintains databases that protect against health
care malpractice and health care waste, fraud and abuse. ®*

The federal government spends approximately $25 billion a year on HIV/AIDS, yet thousands of
Americans living with the disease are on waiting lists for life saving treatment provided by
government programs.®*? Millions of dollars intended to assist patients have been lost to fraud.
Additionally, the federal government overpays pharmaceutical companies millions of dollars
every month at the same time AIDS drug programs are enacting formulary restrictions due to
funding shortages. Better management of these programs and targeting of resources could
ensure more patients receive the care they need at a lower price to taxpayers.

While Medicare and Medicaid collectively spend nearly $10 billion a year to provide health care
for Americans living with HIV/AIDS,®** the Ryan White Comprehensive AIDS Resources
Emergency (CARE) Act is the federal government’s single largest HIV/AIDS specific program.
The CARE Act, with a budget of $2.2 billion, serves more than half a million HIV/AIDS
patients, providing a range of services from doctors visits, medication and treatment to housing,
transportation, and other forms of assistance. ** ®° The availability of life saving drugs has
transformed HIV from a terminal disease into a chronic disease for many. Yet, more than 8,500
Americans living with HIV/AIDS are on waiting lists for drugs provided by the CARE Act’s
AIDS Drug Assistance Program (ADAP).2%® Thousands of others with the disease are facing
restrictions on drug formularies.

There are a number of reforms that could be implemented to ensure increased access to life
saving treatments while reducing the cost of HIV/AIDS programs. First, at least 80 percent of
funds provided by HRSA administered programs should be required to be spent on drugs and
primary medical care and treatment (currently 75 percent is directed towards medical care).
Other support services may be helpful but none have the same life or death impact as access to
AIDS drugs.

81 «About HRSA,” Health Resources and Services Administration website, July 6, 2011;
http://www.hrsa.gov/about/index.html .
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Title 1 of the CARE Act mandated Eligible Metropolitan Areas (EMAS) establish a planning
council to steer decision making by local governments in the disbursement of federal funds while
such planning councils are optional for Transitional Grant Areas (TGAs). While localities
should maintain the prerogative to use planning councils, local rather than federal funds should
support the councils. This will ensure a greater amount of federal funds may be directed to care
and treatment rather than consumed by meetings and administration.

The CARE Act contains a provision, known as the “hold harmless” provision, that ensures a
single jurisdiction receives CARE Act funding based, in part, upon dead AIDS cases. “The San
Francisco EMA continues to be the only urban area whose formula funding is based on both
living and deceased AIDS cases,” according to GAO. “All other EMAS received formula
funding based on an estimate of the number of living AIDS cases.”®’ It is outrageous to steer
federal AIDS funds to the dead at the same time patients are dying on government waiting lists
for AIDS drugs. This AIDS earmark for San Francisco should be eliminated with any funds that
would have been distributed based upon dead patients redirected into ADAP.

HRSA overpays pharmaceutical companies millions of dollars every month. Both the HHS
Office of Inspector General (OIG) and the GAO have issued reports calling attention to this
costly problem. “Section 340B of the
Public Health Service Act (PHS Act)
established the 340B Drug Pricing Program
(340B Program), which requires
pharmaceutical manufacturers to charge at
or below statutorily defined prices, known
as the 340B ceiling prices, to qualified
entities (340B entities), including
community health centers, public hospitals,
and various Federal grantees,” according to
the OIG.%® “Since 340B ceiling prices are
based on confidential pricing data, they are
not disclosed to 340B entities, leaving the
entities unable to determine if the prices
they pay are higher than the 340B ceiling
prices.

HRSA is overpaying pharmaceutical companies nearly $4 million
The Health Resources and Services a month for drugs provided by some federal health programs.
Administration (HRSA) is responsible for
monitoring compliance with the 340B Program. Previous Office of Inspector General (O1G)
studies have determined that HRSA does not systematically ensure that entities receive the prices
to which they are entitled.” In fact, “14 percent of total purchases made by 340B entities

87 «Ryan White Care Act: Impact of Legislative Funding Proposal on Urban Areas,” Government Accountability

Office letter to congressional requesters, October 5, 2007, page 16; http://www.gao.gov/new.items/d08137r.pdf .
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exceeded the 340B ceiling prices, resulting in total overpayments of $3.9 million” in a single
month!®*°

All of the 25 ADAPs that used the 340B direct purchase option to buy HIV/AIDS drugs paid
prices higher than the 340B prices, according to GAO. Three paid prices that were higher than
the 340B price for at least 8 of the 10 drugs reviewed.?®® “The 340B prices are not disclosed to
ADAPs, but participating manufacturers agree to sell at the 340B prices,” according to GAO.
“HRSA is responsible for monitoring whether ADAPs obtain the best prices available for drugs,
GAO notes, “however, HRSA does not routinely determine whether the prices ADAPS report are
no higher than the 340B prices.”® If HRSA is incapable of ensuring taxpayers are not being
overcharged and drug companies continue to overbill, 340B entities should be provided the 340B
prices to verify the cost themselves.

The Health Care Facilities and Construction program “provides congressional-directed funds to
health facilities for construction-related activities and/or capital equipment purchases” and
“funding is limited to earmarked entities. ®** A moratorium has been imposed on congressional-
directed projects, also known as earmarks. As a result, the projects funded by this program will
no longer be designated by Congress, making it obsolete. Federal funding for construction of
health care facilities would still be available as 29 other programs administered by eight federal
agencies support non-residential buildings and facilities construction, according to the Office of
Management and Budget.?®® President Obama has proposed eliminating this program®* and it is
not funded in the current fiscal year. The program should be ended.

The Delta Health Initiative provides funding for health care projects in the Mississippi Delta,
“including but not limited to access to care, economic development, health education, research
and workforce development.”®®® This program is essentially an earmark for a particular region.
Congress has enacted a moratorium on earmarks, meaning this program should no longer be
eligible for federal funding. The Delta Health Initiative funds projects only in Mississippi and
the “projects are not subject to a competitive or merit-based process,” according to the Office of
Management and Budget, which also notes “there are other sources of funding in the Federal
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Government that can accomplish these goals.” President Obama has proposed eliminating this
program.®® The program should be ended.

The Obama Administration has called for the termination of the State Health Access Program
because the goals of the program will be met by other federal programs.®®” The bill creating the
State Health Access Program was actually signed by President Obama in 2009.8® This program,
with an annual budget of $74 million, provides grants to States to expand access to health care
coverage for uninsured populations.®®® HHS is already distributing $5 billion through other
initiatives to states to support high risk pool programs.®”

The Rural Access to Emergency Devices program was created in 2002 to provide federal funding
to rural communities to purchase automated external defibrillators (AEDs). According to the
Office of Management and Budget, “much of the demand for these medical devices has been met
through prior grants and future demand can be met through other rural health activities in HRSA.
Moreover, costs of defibrillators have become more affordable in the last ten years from over
$10,000 to under $2,000 today.” President Obama has called for the elimination of the Rural
Access to Emergency Devices program and Congress should end it.®"

The Adolescent & Young Adult Health Program collects and disseminates information relevant
to the health, safety, development, and social and economic well-being of young people between
the ages of 10 and 24. This includes analyzing the effects of public policies and regulations,
assisting state dev