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Federal Budget Bills Close to Target
but Should Cut Deeper

Patrick Louis Knudsen

While most attention is focused on the congres-
sional “super committee,” House and Senate appro-
priators have been moving legislation aimed at
meeting their own fiscal year (FY) 2012 spending
limits under the debt reduction agreement enacted
earlier this year. So far, the appropriators are close
to that modest goal. But they are far from returning
to the pre-stimulus, pre-bailout levels they should
be striving for, and their spending bills also exceed
the House budget resolution level—the absolute
minimum they should try to achieve.

Progress to Date. In the House, the 12 appro-
priations bills total $1.04 trillion in non-emergency,
non-war budget authority. That is about $3 billion
below the $1.043 trillion overall cap level in the
debt ceiling agreement’s Budget Control Act (BCA),
and includes a $17 billion increase for defense
compared with FY 2011, as shown by the Heritage
Appropriations Tracker.! (See Table 1.) But the total
figure is $107 billion above the FY 2008 base dis-
cretionary spending level and $21 billion over that
of the House-passed budget resolution.

Senate appropriators are even farther from an
acceptable mark, with their spending bills exceed-
ing even the BCA cap by nearly $1 billion. Worse,
their defense bill provides just $513 billion in bud-
get authority, a freeze at the FY 2011 level. The Sen-
ate should cut other bills further so it can at least
match the House defense funding level. But even
with that, total Senate appropriations, like those in
the House, will remain well in excess of the accept-
able 2008 benchmark and the House budget level.

e\

Real Spending Cuts, but Not Deep Enough.
The 112th Congress has taken worthy steps toward
reversing the relentless spending surge of 2009-
2010. The full-year continuing resolution for FY
2011 reduced total discretionary spending by 3.8
percent and non-defense discretionary by nearly 8
percent. (See Table 2.) These were real, year-to-year
cuts, not merely reductions from an inflated base-
line projection—a rare event in federal spending.

Stll, the $46 billion non-defense reduction in
2011 represents only about 1.3 percent of total
federal spending for that year and includes a 4.3
percent cut in the Military Construction/Veterans
Affairs appropriation. This is noteworthy because
military construction is part of overall national
defense spending (function 050 of the budget), and
Veterans Affairs discretionary spending is mainly
veterans’ health care.

Further, appropriators have made relatively
minor trims in existing government programs; they
have so far avoided fundamentally reassessing gov-
ernment priorities, which will be needed to get the
government’s fiscal house in order for the long run.

This paper, in its entirety, can be found at:
http://report.heritage.org/wm3400
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Appropriations Status

This table monitors FY 2012 discretionary

In Subcommittee
Reported from Subcommittee
Reported from Committee

spending bills as they move through the House Passed

and Senate and compares them to three key FY 2012

benchmark spending levels. EY 2008 House FY 2012 STATUS

(Pre- Budget House Senate

Budget Authority, in Billions of Dollars Stimulus) FY 2011  Resolution Bills Bills House  Senate
Agricutture $18.1 $199 $17.3 $17.3# $19.8# P ]
Commerce, Justice, Science 51.8 533 502 50.2# 52.7# xa
Defense 4593 5130 5300 530.0 513.0 P |
Energy and Water 309 317 306 30.6 31.6 P |
Financial Services 20.6 219 19.9 19.9 21.7
Homeland Security 349 417 409 40.6 41.0 [P |
Interior and Environment 26.6 29.6 275 27.5 29.3*
Labor, HHS, Education 144.8 1574 1392 153.4*% 158.0
Legislative Branch 40 45 43 33 42 P |
Military Construction,VA 602 732 725 725 725 P | P |
State, Foreign Operations 328 482 396 39.6 447
Transportation, HUD 488 554 477 55.2# 55.3#
Subtotal-Base Discretionary Spending 932.8 1,049.8 1,0194 1,040.1 1,043.8
Subtotal-Base Discretionary Spending less Defense 4734 536.8 489.6 510.1 530.8
Overseas Contingency Operations 187.0 158.1 1265 [26.5%* 126.5%%*
Disaster Relief 214 25 8.1
GRAND TOTAL-Discretionary Spending $1,1198  $1,207.9 $1,0194 $1,1462  $1,1784

# Proposed “minibus” spending bill. ~ * Draft.

Note: Figures may not sum to totals due to rounding.

*##* Amount Congress intends to provide in future legislation, as requested in the President’s FY 2012 budget.

Sources: Heritage Foundation calculations based on data from Congressional Budget Office, Office of Management and Budget, House Budget Committee,

House Appropriations Committee, and Senate Appropriations Committee.
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That is one reason appropriators should con-
tinue driving for the 2008 non-defense discretion-
ary spending level ? If they cannot manage that,
they should at least get total discretionary budget
authority down to no more than the House-passed
budget resolution level of $1.019 trillion (excluding
war spending). There are other reasons as well.

Defense in Jeopardy. The crippling defense
spending cuts that could result from the BCA®
would follow already tight spending limits that
have been imposed on the Pentagon. The defense
appropriation for FY 2011 provided an increase in
base spending (excluding war funds) of just 1 per-
cent (see Table 2), and the House appropriators’

1. Patrick Louis Knudsen and Emily Goff, “Appropriations Tracker: FY 2012,” Heritage Foundation White Paper, November
1, 2011, at http://www.heritage.org/research/reports/2011/11/Appropriations-Tracker-FY-2012.

2. Stuart M. Butler, Alison Acosta Fraser, and William W. Beach, eds., Saving the American Dream: The Heritage Plan to Fix the
Debt, Cut Spending, and Restore Prosperity, The Heritage Foundation, 2011, at http://www.savingthedream.org/what-it-covers/

government-spending/.

3. Owen Graham, “Providing for the Common Defense: The First Duty of the ‘Supercommittee,” The Foundry, October 7,
2011, at http://blog.heritage.org/2011/10/07/providing-for-the-common-defense-the-first-duty-of-the-supercommittee/.
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House Appropriations, FY 2008—FY 2012

Budget Authority in Billions of Dollars, Excluding War Spending, Stimulus, and Other Supplementals

Enacted e
Appropriations Bill
2008 2009 2010 2011 2012

Total Discretionary $932.8 $1,012.7 $1,090.9 $1,049.5 $1,040.1
Dollar Increase 799 782 —41.4 -94
Percent Increase 8.6% 7.7% —3.8% -0.9%
Defense Appropriations Bill 459.3 487.7 508.1 513.0 530.0
Dollar Increase 284 204 49 17.0
Percent Increase 6.2% 4.2% 1.0% 3.3%
Military Construction/Veterans Affairs Appropriations Bill 60.2 729 76.6 733 72.5
Dollar Increase 12.7 3.7 -3.3 -0.8
Percent Increase 21.1% 5.1% —4.3% —1.1%
Non-Defense Discretionary 473.5 525.0 582.8 536.5 510.1
Dollar Increase 515 57.8 —46.3 —264
Percent Increase 10.9% I'1.0% —7.9% —4.9%
Non-Defense, Non-Military Construction/Veterans Affairs 4133 452.1 506.2 463.2 437.6
Dollar Increase 388 54.1 —43.0 -25.6
Percent Increase 9.4% 12.0% -8.5% -5.5%

Sources: Heritage Foundation calculations based on data from the Congressional Budget Office.
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2012 defense bill would boost funding by only 3.3
percent.

In an additional complication, both House and
Senate appropriations appear to exceed the BCAs
limit for “security” funding, a category that cov-
ers activities well beyond defense.” Consequently,
national defense—the most basic federal respon-
sibility—will continue to be dangerously squeezed
unless Congress pursues a bold realignment of other
government responsibilities. This should entail
devolving lower-priority activities to state and local
governments and the private sector, where they
belong. Beyond that, Congress should cut away
unnecessary or obsolete programs. The opportuni-
ties are plentiful.®

BCA Spending Grows After 2012. Though
the BCA limits require real spending cuts in 2012,
the caps rise after that, allowing spending to grow
(albeit it at a rate lower than inflation). By 2021,
base discretionary budget authority would be more
than $300 billion (about 32 percent) higher than it
was in 2008 and almost $185 billion higher than
it is today. With federal government debt current-
ly approaching three-fourths the size of the entire
economy, further non-defense discretionary cuts are
still necessary.

Total Outlays Driving Unsustainable Debt.
Even excluding the failed $825 billion stimulus
experiment, Congress and the President pumped
up non-defense appropriations by double-digit per-

4. Under the BCA, the “security” category comprises discretionary spending for the Departments of Defense, Homeland
Security, and Veterans Affairs; the National Nuclear Security Administration; the intelligence community management
account; and all accounts in the International Affairs budget function.

5. Brian M. Riedl, “How to Cut $343 Billion from the Federal Budget,” Heritage Foundation Backgrounder No. 2483, October
28, 2010, at http://www.heritage.org/Research/Reports/2010/10/How-to-Cut-343-Billion-from-the-Federal-Budget.
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centages in 2009 and 2010, and this spending is in
dire need of restraint. Yet total discretionary spend-
ing is just slightly more than one-third of the bud-
get. The biggest budget driver in the future comes
from so-called “mandatory” spending on the major
entitlements: Medicare, Medicaid, and Social Secu-
rity. Spending on these programs alone is projected
to soar from today’s 10.3 percent of gross domestic
product (GDP) to 18.2 percent in 2050.

These programs, combined with discretionary
spending, will run up debt in excess of 300 percent
of GDP over that same time horizon. This makes it
all the more imperative that Congress boldly reduce
discretionary spending and move on to tackle the
entitlement programs.

An Economic Millstone. The notion that gov-
ernment deficit spending can drive economic
growth has been thoroughly discredited over the
past two-and-a-half years. Government spending of
all varieties is a dead-weight burden on the econo-
my and is surely holding back growth. To unleash
the economy’s potential, Congress should limit all
spending to activities that are truly necessary and
are priorities of the federal government. Bold solu-
tions to the entitlement crisis are indispensable, but
further restraint of discretionary spending remains
necessary as well.

A

Seize the Moment. The 112th Congress has
moved toward getting control of spending, with real
cuts enacted in FY 2011 and a bold House budget
resolution that charts a new course for fiscal policy.
The flawed BCA, wrought from the summer-long
debate over the debt ceiling, does call for further
real cuts in discretionary budget authority in FY
2012, but after that, it allows spending to rise again,
drifting further from the proper goal of pre-stimu-
lus, pre-bailout levels. It is backed up by a crude
enforcement mechanism that would not take effect
until January 2013 and could very well be disman-
tled by then, given its blunt force nature. Thus, the
most important objective of the summers debt ceil-
ing confrontation—to start getting runaway govern-
ment spending under control—could be lost.

Therefore, congressional appropriators should
not settle for the inadequate spending limits in
the BCA. The principal goal is not merely to meet
a target but to restore balance in fiscal policy and
to return the federal government to its proper, and
limited, role.

—Patrick Louis Knudsen is the Grover M. Hermann
Fellow in Federal Budgetary Affairs in the Thomas
A. Roe Institute for Economic Policy Studies at The
Heritage Foundation.

@leﬁiage%mdaﬁon

LEADERSHIP FOR AMERICA

page 4



