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President Obama’s 2015 Budget: How Government
Expansion Will Limit Opportunity, Slow Economic Growth,

and Erode Financial and National Security

Abstract

President Barack Obama revealed his budget request for the 2015 fis-
cal year on March 4—one month after the legal deadline for the Presi-
dent’s budget proposal. The document outlines the President’s agenda

for a government that allegedly will bring “opportunity, growth, and

security” through higher federal spending, cuts in the armed forces,
more than $1 trillion in tax hikes, and broad government overreach

into the affairs of individuals, businesses, and localities. The Presi-
dent’s budget proposal disregards the spending caps set by the Ryan-
Murray deal and instead calls for an additional $56 billion in 2015

to finance expensive new programs. The President’s budget never bal-
ances, despite $1.2 trillion in new and complicated taxes on an already

overburdened economy. The following critiques of the President’s 2015

budget are taken from a Heritage Foundation “Live Analysis” blog.

President Obama’s 2015 Budget—A Vision of
Big and Expensive Government as a
Necessity for American Success

Romina Boccia

“Change won’t come from the top, I would say. Change will come
from a mobilized grass roots.” This was President Obama in his
memoir, Dreams from My Father. Yet the President’s 2015 budget
presents a vision of federal government involvement at the core of
American success.
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KEY POINTS

m President Obama's FY 2015
budget calls for $56 billion in
additional discretionary spending
in 2015, allocating much of that
to ineffective, one-size-fits-all
federal programs.

m The President’s deficit-reduction
claims rely on budget gimmicks
and tax increases. The proposal
increases taxes by about $1.2
trillion, raising tax receipts to 19.9
percent of GDP in 2024 —just
short of record levels. Yet the bud-
get still does not balance.

m As the budget adds billions for
discretionary programs, it makes
no significant reforms in entitle-
ments—the largest contributors
to spending and debt. The daunt-
ing spending explosion in Social
Security, Medicare, and Medicaid
is not addressed.

m Under President Obama's vision,
the national debt increases from
$17 trillion today to $25 trillion
in 2024. Congress must enact
reforms to limit the nation's
profligate spending and debt
accumulation in order to preserve
economic opportunity for the next
generation of Americans.
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President Obama’s budget would funnel more tax-
payer dollars toward inappropriate federal spending
fraught with special-interest carve-outs: universal
preschool programs, a Washington-centric approach
tolocal transportation and infrastructure needs, and
manufacturing innovation centers and energy effi-
ciency subsidies to direct “innovation” in America.

With nearly $56 billion in additional discretion-
ary spending on expensive big-government pro-
grams, President Obama encourages Congress to
violate the discretionary spending caps yet again.
Although the President claims that his budget does
notviolate the spending caps, that claim is largely an
exercise in rhetoric: It depends on the definition of
spending “cap.” Does President Obama’s budget pro-
pose to spend more than the current Budget Control
Act caps allow? If the answer is yes, then clearly, the
President’s budget would violate the caps.

While President Obama focuses on expanding
inappropriate and wasteful domestic federal spend-
ing, he is falling short as commander in chief of the
armed forces. As Michaela Dodge, Heritage defense
and strategic policy analyst, commented:

The President’s defense budget yet again fails to

adequately prepare our men and women in uni-
form to effectively fight current and future wars.
The President chose to ignore structural reforms

the Pentagon needs, including military health

care, retirement, and acquisition system reforms.
Thus, the President abrogated his responsibility

to provide for the common defense and be a good

steward of taxpayers’ dollars.?

Obama’s budget would have the following effects
in numbers:

m Spending would go from $3.5 trillion in 2013 to
nearly $6 trillion in 2024.

m Debt borrowed in credit markets (public debt)
would grow from $12 trillion in 2013 to $19 tril-
lion in 2024.

CHART1

National Debt Reaches $25 Trillion
Under President Obama's Budget

If President Obama’s FY 2015 budget became law,
the national debt would reach $25 trillion by 2024,
despite massive tax increases. This debt would
consist of $19 trillion borrowed in credit markets
(public debt) and $6 trillion borrowed from
government agencies (intragovernmental debt).
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Source: Office of Management and Budget, Summary Tables:
Budget of the U.S. Government, FY 2015, Table S-13, March 2014,
http://www.whitehouse.gov/sites/default/files/omb/budget/
fy2015/assets/budget.pdf (accessed March 4, 2014).
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The national debt, including debt owed to gov-
ernment agencies, would grow from $17.3 trillion
today to $25 trillion in 2024.

The President’s budget includes about $1 trillion
in new spending, partly offset by other spending
cuts, and about $1.2 trillion in tax increases.

1. Byron York, “What Did Obama Do as a Community Organizer?" National Review Online, September 8, 2008,
http://www.nationalreview.com/articles/225564/what-did-obama-do-community-organizer/byron-york (accessed March 11, 2014).

2. Personal interview with author.
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m Obama claims nearly $2.2 trillion in deficit
reduction over the 10-year budget window, but
this figure includes massive tax increases and
such well-known budget gimmicks as $700 bil-
lion in cancelled war-related spending (overseas
contingency operations).?

Heritage Foundation President Jim DeMint’s
book Falling in Love with America Again debuted
the same day as the President’s budget—and stands
in stark contrast to President Obama’s vision for
America. In it, Senator DeMint tells stories of indi-
viduals across the country who are continuing to
make America great by building their communities
from the bottom up.

Budget and Taxes:

Why Obama’s Budget Should Be
Dead On Arrival

Steve Moore

President Obama keeps saying that a govern-
ment program for every problem does not exist, but
his new near-$4 trillion 2015 budget suggests just
the opposite. There is more federal money here for
everything from changing the planet’s temperature
to green energy to transit-systems-to-nowhere to
expanded welfare-state programs to federal day care.

This budget busts the budget caps that were
already raised just late last year. It calls for spending
$56 billion above the caps to be paid for by “loophole
closing” tax increases to pry more money from busi-
nesses and investors. This is not allowed under the
budget rules, but President Obama makes them up
as he goes along.

The big increases in domestic programs are cam-
ouflaged partly by major reductions in the military
budget. Budget savings in recent years have been
almost exclusively from reductions in troop levels
and military operations in Afghanistan and Iraq.
The defense budget is down nearly $100 billion since
2011, and further cuts are on the way this year.

But instead of using those savings to start elimi-
nating an expected half-trillion-dollar deficit, the
White House wants to spend $302 billion over four
years to finance transportation projects, including a

new infrastructure bank. President Obama contin-
ues to claim that infrastructure spending has been
underfunded, but the budget reality is quite at odds
with that assessment.

Americans pay more than $100 billion ayearin gas
taxes, tolls, and vehicle fees to finance what should
be an efficient transportation system. Total federal
transportation grants, according to the President’s
own budget, exceeded $60 billion last year, a 50 percent
increase since 2003, at $40 billion. In 2005, George W.
Bush signed the biggest transportation bill in Ameri-
can history—and that was followed by a bonus $48
billion in added transportation funding in the 2009
Obama stimulus bill for all those shovel-ready projects.

Total federal infrastructure spending (not count-
ing defense) rose to $268 billion this year from $180
billionin 2000, almost a 50 percent rise after inflation.

The welfare state has expanded to new heights
under President Obama with record enrollments in
Medicaid, unemployment insurance, food stamps,
and disability insurance. One in seven families is
now collecting food stamps. Now the White House is
seeking to enroll almost 6 million more Americans
in the earned income tax-credit (EITC) program at
a cost of $60 billion. The EITC is a cash subsidy to
poor working families. President Obama is not sug-
gesting this as a replacement for existing programes,
but as an addition to the $1 trillion a year and count-
ing diverted to the welfare state.

It is a budget that should be dead on arrival, and if
by chance it still has a heartbeat, sign it up for Obam-
acare. That will surely be its deserved death sentence.

Another Gargantuan Tax Hike
Curtis S. Dubay

The President’s budget calls for at least $1.2 tril-
lion in higher taxes, which is similar to budgets from
previous years. These tax hikes would drive tax rev-
enues well above their historical average of 18 per-
cent of gross domestic product (GDP) and well above
the revenue levels that the Congressional Budget
Office (CBO) anticipates on our current trajectory.
In 2024, the Obama budget would push tax receipts
t0 19.9 percent of GDP, just shy of the all-time high.

All of this extra revenue would be used to grow
the already bloated size of the federal government.

3. Romina Boccia, “Reid Suggests Exploiting Budget Gimmicks for Sequestration,” The Heritage Foundation, The Foundry, April 25, 2013,
http://blog.heritage.org/2013/04/25/reid-suggests-exploiting-budget-gimmicks-for-sequestration/.
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TABLE1

President’s Budget Uses Rosier Economic Assumptions

The President’s budget relies on rosier economic assumptions than the non-partisan Congressional
Budget Office (CBO). These overly optimistic assumptions result in significantly lower deficits and
debt than would exist if the Office of Management and Budget (OMB) were to instead use the CBO’s

economic assumptions for its baseline projections.

Average, 2015-2024 Difference, OMB vs. CBO

Economic Factor CBO OMB Level Percent
Nominal GDP level (billions) $22,641 $23,023 +$382 billion 1.70%
Real GDP growth rate 2.51% 2.68% +17 basis points 6.90%
Inflation-CPI 2.31% 2.24% -7 basis points -3.20%
Unemployment Rate 5.78% 5.58% -20 basis points -3.40%
Interest Rates, 10-year Treasury 4.79% 4.63% -16 basis points -3.20%
Interest Rates, 3-month Treasury 3.11% 2.91% -20 basis points -6.30%

Sources: Congressional Budget Office, “Baseline Economic Forecast—February 2014 Baseline Projections,”
http://www.cbo.gov/publication/45066 (accessed March 4, 2014); and Office of Management and
Budget, Summary Tables: Budget of the U.S. Government, FY 2015, Table S-12, March 2014, http://www.

whitehouse.gov/sites/default/files/omb/budget/fy2015/assets/budget.pdf (accessed March 4, 2014).
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The biggest single tax hike (there are scores of
them) is a cap on itemized deductions for high-
earning families. In addition to being a step away
from tax reform, it is also troubling policy because it
would apply to municipal bond income, retirement
savings, and health insurance.*

The President brings back the Buffett Rule again.
It is premised on the false notion that high-earn-
ers do not pay their fair share.” Implementing it
would make the tax code an even bigger barrier to
economic growth.

Not content with the increase of the death tax in
last year’s fiscal cliff deal, President Obama wants
to raise it yet again. The right policy is to abolish it
permanently because of the deep harm it inflicts on
family-run businesses and its negative impact on
entrepreneurship.¢

ADbank tax is again included on the long list of tax
hikes, as is an increase in taxes for tobacco, small-
business owners, unemployment insurance, and
carried interest.

Instead of raising taxes, it would be better for the
country and the economy if President Obama fol-
lowed the lead of House Ways and Means Commit-
tee Chairman Dave Camp (R-MI) and focused on
reforming the tax code so it is less of an albatross
around the neck of the economy.

Obama Pays for New Spending
Initiatives with Inflated
Economic Assumptions

Rachel Greszler

The President’s budget relies on rosier econom-
ic assumptions than the nonpartisan CBO. These
overly optimistic assumptions result in significantly
lower deficits and debt than would exist if the Presi-
dent’s Office of Management and Budget (OMB) were
to use the CBO’s economic assumptions for its base-
line projections. In other words, the President pays
for some of his new spending initiatives through
inflated economic assumptions.

4,  Curtis S. Dubay, “The President’s 2013 Budget: More Troubling Tax Increases in the Fine Print,” Heritage Foundation Backgrounder No. 2704,
June 25, 2012, http://www.heritage.org/research/reports/2012/06/the-presidents-2013-budget-more-troubling-tax-increases-in-the-fine-print.
5. Curtis Dubay, “Top 1 Percent Pays Effective Tax Rate Nearly Three Times that of Middle Class,” The Heritage Foundation, The Foundry,
December 12, 2013, http://blog.heritage.org/2013/12/12/top-1-percent-pays-effective-tax-rate-nearly-three-times-middle-class/.

6. Curtis S. Dubay, “The Economic Case Against the Death Tax,” Heritage Foundation Backgrounder No. 2440, July 20, 2010,
http://www.heritage.org/research/reports/2010/07/the-economic-case-against-the-death-tax.



http://www.heritage.org/research/reports/2012/06/the-presidents-2013-budget-more-troubling-tax-increases-in-the-fine-print
http://blog.heritage.org/2013/12/12/top-1-percent-pays-effective-tax-rate-nearly-three-times-middle-class/
http://www.heritage.org/research/reports/2010/07/the-economic-case-against-the-death-tax
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For example, the OMB assumes that real GDP
growth is 6.9 percent higher (0.17 percentage points),
on average, over the 2015-2024 period than the
CBO’s forecast. Similarly, the OMB assumes that the
unemployment rate is 3.4 percent lower (0.2 percent-
age points) than projected by the CBO. Higher eco-
nomic growth and lower unemployment translate
into increased tax revenues and reduced spending.

The OMB also assumes that interest rates on U.S.
Treasuries are lower by an average of 3.2 percent
(16 basis points) for 10-year Treasuries and by 6.3
percent for three-month Treasuries. Among other
things, lower interest rates translate into reduced
spending through lower interest payments on the
U.S. debt.

While it is true that changes in policies can affect
economic growth, the provisions in the President’s
budget would result in lower rather than higher eco-
nomic growth. Increased taxes targeting some of the
most productive individuals and businesses would
depress economic growth. Redistributing those
higher taxes to government-run programs and ini-
tiatives, many of which are arguably inefficient and
unsuccessful, would push economic growth even
further below its potential.

Defense:

President’s Defense Budget Request:
Making the U.S. Less Secure
Michaela Dodge and Dakota Wood

The President’s fiscal year (FY) 2015 defense
budget request” demonstrates the Administration’s
willingness to sacrifice America’s leadership while
the world grows more dangerous. If the President
gets his way, all of the military services will see sig-
nificant reductions in their ability to protect Ameri-
ca’s interests abroad.

The U.S. needs to sustain forces large enough to
fight and win two major regional conventional con-
tingencies.? Today’s force, as well as the force pro-
posed under the President’s budget request, is too
small to meet this criterion.

A strong, engaged, and capable U.S. assures allies
and deters adversaries. The U.S. is a force for good
abroad and needs to continue to fulfill its role as an
international leader. A credible U.S. presence abroad
is essential for a wide range of domestic and national
security goals, including sustaining open access to
trade and travel routes critical to free trade, main-
taining the flexibility to respond to emergent crises
and prevent their worsening or mitigate their conse-
quences, and protecting American citizens and those
of friends and allies when disasters do happen.’

Thebudget reflects afailure of leadership because
it sacrifices the security of the United States in order
to preserve and even expand unsustainable levels of
entitlement spending—the primary cause of U.S. fis-
cal woes. The budget reduces actions aimed to pre-
serve the nation even while it increases spending in
areas that undermine its viability over the long term.

The President’s proposal reduces the defense
budget slightly from the current fiscal year’s level
while accepting “somewhat increased levels of risk
for some missions.” This is disingenuous. His own
Defense Secretary, Chuck Hagel, has highlighted the
woeful state of defense under this budget, requiring
cuts in capacity in order to preserve modernization
and readiness."

Recognizing that reformsin military health care,
compensation, retirement, and acquisition systems
require congressional cooperation, Congress must
provide its support and work with the Administra-
tion to reform these outdated systems and practic-
es. This is no small task, but it is essential to keep
the U.S. safe and prosperous, allies assured, and
enemies deterred.

7. Office of the Under Secretary of Defense, United States Department of Defense Fiscal Year 2015 Budget Request,

http://comptroller.defense.gov/budget.aspx (accessed April 2, 2014).

8. Daniel Goure, “The Measure of a Superpower: A Two Major Regional Contingency Military for the 21st Century,” Heritage Foundation Special

Report No. 128, January 25, 2013,

http://www.heritage.org/research/reports/2013/01/the-measure-of-superpower-a-two-major-regional-contingency-military-for-21-century.

9. Mackenzie Eaglen, “Why Provide for the Common Defense?"” Heritage Foundation Understanding America Report, January 19, 2011,
http://www.heritage.org/research/reports/2011/01/why-provide-for-the-common-defense.

10. Maggie Ybarra and Guy Taylor, “Hagel Plans Pentagon Cuts that Would Take Army to Pre-WWII Levels,” The Washington Times, February 24, 2014,
http://www.washingtontimes.com/news/2014/feb/24 /chuck-hagel-us-can-afford-diminished-military/?page=all (accessed March 11, 2014).
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Education:

More Federal Support for
Common Core in Budget
Lindsey Burke

While advocates, including the Obama Admin-
istration, continue to claim that adoption of Com-
mon Core national standards and tests is volun-
tary, this year’s budget owns up to the fact that the
White House has driven adoption of Common Core.
The President’s budget notes, “Forty-six states are
implementing rigorous college- and career-ready
academic standards and nearly all will field test
performance-based assessments tied to those stan-
dards this spring, a movement fueled by previous RTT
[Race to the Top] grants.”"

The budget refers to the 46 states that have adopt-
ed Common Core. The FY 2015 budget makes no
bones about the fact that the Administration incen-
tivized the adoption of these national standards
through billions in prior federal grants and aims to
further incentivize adoption in the budget process.

Even though many of those 46 states are having
second thoughts about handing over control of the
content taught in local schools to national organiza-
tions and Washington bureaucrats, the Administra-
tion continues to use the federal Department of Edu-
cation as a lever to cement their adoption.'?

President Puts D.C. Opportunity
Scholarship Program on the
Chopping Block—Again

Brittany Corona

In an unsurprising yet disappointing move, the
President has significantly reduced the funding
stream for the D.C. Opportunity Scholarship Pro-
gram (OSP) again. This time, the President is reduc-
ing funding for the OSP to just $3 million (it is cur-
rently funded at $20 million), even though demand
from parents is the highest it has been since it began
in 2004."

The D.C. OSP is one of the most successful school
choice programs in the country. More than 91 per-
cent of OSP students graduate from high school,
more than 90 percent enroll in a two-year or four-
year college, and over 92 percent of current fami-
lies are satisfied with their children’s scholarships.!*
Furthermore, a 2013 University of Arkansas study
showed that the OSP provides a 162 percent return
on each taxpayer dollar invested in the program.
The D.C. OSP proves the value of school choice.'

Despite this evidence, the President has tried to
zero-out funding for the program every year. This
move is the latest indication of the Administration’s
hostility toward school choice (after trying to damp-
en education choice in Milwaukee and Louisiana).'
This hurts educational opportunity for children
who need it most.

1.  Office of Management and Budget, Budget of the U.S. Government, FY 2015, March 2014, pp. 70-71,
http://www.whitehouse.gov/omb/budget/Overview (accessed March 11, 2014). Emphasis added.

12.  Lindsey Burke, “What Obama Wants for Your Children and Grandchildren,” The Heritage Foundation, The Foundry, August 14, 2013,
http://blog.heritage.org/2013/08/14/back-to-school-states-pushing-back-on-common-core-national-standards/.

13. American Federation for Children, “Obama Budget Says ‘No' to DC's Low-Income Families,” March 4, 2014,
http://www.federationforchildren.org/articles/874 (accessed March 11, 2014).

14. D.C. Children and Youth Investment Trust Corporation, “Parental Satisfaction and Program Summary: D.C. Opportunity Scholarship

Program 2012-13," Spring 2013,

http://www.dcscholarships.org/elements/file/OSP/Program%20Data/DC%200SP%20Parental%20Satisfaction%20and%20Program %20

Summary(2).pdf (accessed March 11, 2014).

15.  Patrick Wolf and Michael Q. McShane, “School Choice Pays Off, Literally,” National Review Online, February 1, 2013,
http://www.nationalreview.com/articles/339457/school-choice-pays-literally-patrick-wolf (accessed March 11, 2014).

16. Patrick Wolf, “School Choice and Students with Disabilities in Milwaukee,” Education Next, May 16, 2013,
http://educationnext.org/school-choice-and-students-with-disabilities-in-milwaukee/ (accessed March 11, 2014), and Andrew Kloster,
Lindsey M. Burke, and Brittany Corona, “Department of Justice Uses Decades-Old Court Order to Squash Educational Opportunity in
Louisiana,” Heritage Foundation Backgrounder No. 2842, September 4, 2013,
http://www.heritage.org/research/reports/2013/09/department-of-justice-uses-decades-old-court-order-to-squash-educational-

opportunity-in-louisiana.
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Excluding Student Loan Forgiveness
from Taxation: Free Rein for
Universities to Hike Tuition

Lindsey Burke

The President’s budget proposes excluding stu-
dent loan forgiveness from being taxed. Student loan
forgiveness is income and should be treated as such.
Student loan forgiveness itself is bad policy, and taxa-
tion exclusion continues a worrisome trend of ever-
increasing subsidies for higher education, which do
nothing to put pressure on universities to lower costs.

If the President really wanted to ease the burden
of college costs, he would embrace policies to reform
accreditation, such as decoupling federal financing
from accreditation to enable states to have nimbler
credentialing systems that actually reflect student
skills that provide value to employers. Senator Mike
Lee (R-UT) has just put forward such a proposal
to empower states to allow any entity to credential
courses.”” Credentialing courses and acquired skills,
not institutions, will be a far better reflection of the
competencies valued by employers, will help bring
down college costs, will create a more flexible high-
er-education experience for students, and will bring
down the barriers to entry for innovative start-ups.

Universal Preschool: Expensive,
Ineffective, and Duplicative
Lindsey Burke

President Obama proposes spending billions of
dollars to create universal preschool for every four-
year-old child in the country. But is it necessary?

The federal government already operates 45 ear-
ly-learning and child-care programs, along with five

tax provisions that subsidize early education and
care. Total federal spending on these exceeds $20 bil-
lion annually. Forty states and the District of Colum-
bia provide subsidized preschool at the state level.'®

At current levels of spending by the federal gov-
ernment and states, and with the provision of private
preschool and home-based care, “a large majority
of families have already made their way to existing
providers.”® More than three-quarters of four-year-
old children are already enrolled in some form of early
education and care program.°

Moreover, many parents choose not to send their
children to preschool centers, electing instead to stay
home with their children during their most formative
years. Strong majorities of mothers indicate that they
prefer to stay home when their children are young (up
to age four); 80 percent of mothers who work part-
time indicate that is the ideal scenario for them.!

Demand for a new large-scale government pre-
school program is not evident. Proposals to expand
government preschool appear to be duplicative of
existing efforts at best or a new middle-income and
upper-income subsidy at a time when deficits are at
an all-time high.

Plus, the verdict is still out on the relative efficacy
of preschool. Whether it works “depends on how picky
you are,” notes the Brookings Institution’s Russ White-
hurst.?> The Tennessee Voluntary State Pre-K Pro-
gram, which has many of the attributes championed
by the Obama Administration as “high quality”—it is
full-day, teachers are licensed, child-teacher ratios
are low—was found in August 2013 to be ineffective at
improving child outcomes. Researchers at Vanderbilt
University conducted a randomized control trial (a
hallmark of scientific rigor) and found that children
in the control group (the group not enrolled in the

17.  Lindsey Burke, “Going Bold on Accreditation Reform,” See Thru Edu, February 14, 2014,
http://www.seethruedu.com/updates/going-bold-accreditation-reform (accessed March 11, 2014).

18. U.S. Government Accountability Office, Early Learning and Child Care: Federal Funds Support Multiple Programs with Similar Goals, GAO-14-325T,
February 5, 2014, http://www.gao.gov/assets/670/660690.txt (accessed March 11, 2014).

19. Chester E. Finn Jr., Reroute the Preschool Juggernaut (Stanford, CA: Education Next Books, 2009),
http://www.hoover.org/publications/books/8138 (accessed April 1, 2014).

20. Lindsey Burke and Brittany Corona, “Federal Preschool Proposals Will Cost Billions and Have Limited Impact on Participants,” Heritage

Foundation Issue Brief No. 4136, January 27, 2014,

http://www.heritage.org/research/reports/2014/01/preschool-programs-how-effective-are-government-funded-proposals.

21.  Pew Research Center, “Fewer Mothers Prefer Full-time Work: From 1997 to 2007," Social and Demographic Trends Report, July 12, 2007,
http://www.pewsocialtrends.org/2007/07/12/fewer-mothers-prefer-full-time-work/ (accessed March 11, 2014).

22. Grover “Russ” Whitehurst, “Does Pre-K Work? It Depends How Picky You Are,” Brookings Institution, The Brown Center Chalkboard,
February 26, 2014, http://www.brookings.edu/blogs/brown-center-chalkboard/posts/2014,/02/26-does-prek-work-whitehurst

(accessed March 11, 2014).
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preschool program) performed better on cognitive
tasks than children who went through the program.

In recent testimony before the House Education
and the Workforce Committee, Whitehurst explains
that

the group that experienced the Tennessee Volun-
tary State Pre-K Program performed less well on
cognitive tasks at the end of first grade than the
control group, even though 3/4 of the children
in the control group had no experience as four-
year-olds in a center-based early childhood pro-
gram of any sort. Similar results were obtained
on measures of social/emotional skills.?

It is not the first time that government preschool
has failed to deliver on proponents’ promises. The
half-century-old federal Head Start program has
failed enrollees for decades, producing little to no
impact on children’s cognitive abilities, their par-
ents’ parenting practices, their socio-emotional
well-being, or their health.**

New “Race to the Top” Equity
and Opportunity Grant
Lindsey Burke

The President’s budget includes a new $300 mil-
lion “Race to the Top” Equity and Opportunity grant
program “centered on increasing the academic perfor-
mance of high-need students and closing the achieve-
ment gap.”® The grants will focus on the nation’s

highest-poverty schools because, the Administration

claims, “the problem of inequitable opportunities for

studentsin the nation’s highest poverty schools denies

those students the quality education needed to com-
pete successfullyin the global economy and imposes

a substantial economic cost on the nation.”?¢

Liberals tend to look at equitable opportunity
as a matter of increased funding for the govern-
ment’s choices rather than freeing individuals to
make their own choices. If improved outcomes are
the goal, opportunity through educational choice is
a better bet. Throwing hundreds of millions in new
federal funds to high-poverty schools has shown
little success in improving educational outcomes
for low-income students. By contrast, studies have
shown that educational choice in low-income com-
munities is getting results.?” Unfortunately, federal
agencies have, of late, worked against the prolifera-
tion of opportunity in these exact districts.

The Department of Justice has tried repeatedly to
shutter Louisiana’s scholarship program; more than
90 percent of the 5,000 vouchers awarded through
the scholarship program went to minority children
during the 2012-2013 school year.?® Low-income
and minority students who benefit the most from
school choice are being hit particularly hard by the
Justice Department’s misguided efforts. Similar tac-
tics have been used by the Administration against
Wisconsin’s school choice program, which is the old-
estin the nation, and the Administration repeatedly
attempts to zero-out funding for the highly success-
ful D.C. Opportunity Scholarship Program.*

23. Grover “Russ” Whitehurst, “Whitehurst Testimony on Early Childhood Education to the House Committee on Education and the Workforce,”

Brookings Institution, The Brown Center Chalkboard, February 5, 2014,

http://www.brookings.edu/blogs/brown-center-chalkboard/posts/2014,/02/05-congressional-testimony-preschool-whitehurst

(accessed March 11, 2014).

24, Lindsey M. Burke and David B. Muhlhausen, “Head Start Impact Evaluation Report Finally Released,” Heritage Foundation Issue Brief No. 3823,
January 10, 2013, http://www.heritage.org/research/reports/2013/01/head-start-impact-evaluation-report-finally-released.

25. Office of Management and Budget, Budget of the U.S. Government, Fiscal Year 2015, March 4, 2014, pp. 67-72,
http://www.whitehouse.gov/sites/default/files/omb/budget/fy2015/assets/education.pdf (accessed April 8, 2014).

26. Ibid.

27. Greg Forster, “A Win-Win Solution: The Empirical Evidence on School Choice,” 3rd edition, The Friedman Foundation for Educational Choice,

April 2013,

http://www.edchoice.org/CMSModules/EdChoice/FileLibrary/994/A-Win-Win-Solution--The-Empirical-Evidence-on-School-Choice.pdf

(accessed March 11, 2014).

28. Kloster, Burke, and Corona, “Department of Justice Uses Decades-Old Court Order to Squash Educational Opportunity in Louisiana.”

29. Patrick Wolf, “School Choice and Students with Disabilities in Milwaukee,” Education Next, May 16, 2013,
http://educationnext.org/school-choice-and-students-with-disabilities-in-milwaukee/ (accessed March 11, 2014), and Lindsey Burke, “Media
Matters Tries But Fails to Refute the School Choice Evidence,” The Heritage Foundation, The Foundry, October 14, 2010,
http://blog.heritage.org/2010/10/14/media-matters-tries-but-fails-to-refute-the-school-choice-evidence/.
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The White House has said nothing about newly
elected New York City Mayor Bill de Blasio’s moves
against charter schools. De Blasio is preventing sev-
eral charter schools—run by the Success Academy
charter school network—from opening or expand-
ing, rolling back an offer made to the charter net-
work by his predecessor, Mayor Michael Bloomberg,
to co-locate in spaces not being fully used by the tra-
ditional public school system. As noted in a profile of
the charter schools’ founder Eva Moskowitz in The
Wall Street Journal, the stakes are high: “The 6,700
students at her 22 Success Academy Charter Schools
are overwhelmingly from poor, minority families
and scored in the top 1% in math and top 7% in Eng-
lish on the most recent state test.”*°

A true race to the top for opportunity would
mean, at the very least, not hampering state and
local school choice programs with federal threats
and obfuscation. Allowing school choice to flourish
unencumbered by the executive branch would go a
lot farther in increasing education equity than $300
million in federal grant money ever will.

Energy and the Environment:

One Billion Dollar Climate Fund:
Wasteful and Duplicative
Nicolas D. Loris

The President’s budget calls for a $1 billion cli-
mate fund to collect data, help communities affected
by extreme weather events, and invest in new tech-
nologies to better prepare the country for more cli-
mate extremes. The federal government already
spends tens of billions of taxpayer dollars on climate
research and “investing” in technologies where the
private sector should be the sole driver of investment.

Before throwing another billion dollars at a non-
problem, the Administration should look at the data

that climatologists have already collected on climate
change and extreme weather events. The available
climate data simply do not indicate that there have
been more frequent and volatile natural disasters.®
As global greenhouse gas emissions have increased,
floods, droughts, hurricanes, and tornadoes have
not become more intense. That said, preparedness
for hurricanes and other natural disasters can be an
effective use of resources, but it should be driven at
the local, state, and regional levels.

If President Obama is sincerely worried about
the country’s ability to prepare for and respond to
natural disasters, he should stop his job-killing and
economy-crushing climate regulations that will
shrink resources and diminish Americans’ ability to
address real environmental problems.?3?

Wasteful Spending, Yes—Managing
Nuclear Waste, No
Katie Tubb

President Obama’s FY 2015 budget indicates that
managing the nation’s nuclear waste for the long
term is not among his priorities.

It comes as no surprise that the President’s bud-
get again provides no new funding for Yucca Moun-
tain and instead lays the ground for his Administra-
tion’s own Strategy for Management and Disposal,
released in January 2013.%® The President’s budget
proposal directs discretionary spending to fund
ongoing expenses, such as salaries and studies, of
the new strategy and initiates mandatory spend-
ing starting in 2018, the costs of which the Obama
Administration expects to be $5.7 billion in the first
10 years. In doing so, the President’s proposal would
redirect limited resources and intellectual energy
toward a new plan when Congress has not yet aban-
doned the existing one that is still required by law
and affirmed by the courts as the law of the land.

30. Matthew Kaminski, “Eva Moskowitz: Teachers Union Enemy No. 1,” The Wall Street Journal, February 16, 2014,
http://online.wsj.com/news/articles/SB10001424052702304434104579382993628994458 (accessed March 11, 2014).

31.  “Statement of Dr. Roger Pielke, Jr. to the Subcommittee on Environment of the Committee on Science, Space, and Technology of the United
States House of Representatives, Hearing on A Factual Look at the Relationship of Climate and Weather, 11 December 2013,"
http://sciencepolicy.colorado.edu/admin/publication_files/2013.38.pdf (accessed March 11, 2014).

32. Nicolas D. Loris, Kevin D. Dayaratna, and David W. Kreutzer, “EPA Power Plant Regulators: A Backdoor Energy Tax,” Heritage Foundation

Backgrounder No. 2863, December 5, 2013,

http://www.heritage.org/research/reports/2013/12/epa-power-plant-regulations-a-backdoor-energy-tax.

33. Jack Spencer, “DOE Nuclear Waste Plan Ignores Basic Flaw of Current Policy,” The Heritage Foundation, The Foundry, January 14, 2013,
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According to the Nuclear Waste Policy Act, as
amended, the federal government was to begin col-
lecting nuclear waste by 1998 in a national reposi-
tory at Yucca Mountain. The Obama Administration
unilaterally decided, however, that Yucca Moun-
tain was not a viable option, even though there
has yet to be a complete evaluation of the site. The
Obama Administration developed a new plan of
action, which the U.S. District Court determined
was inconsistent with current law and therefore not
viable. Regardless of the palatability of the law to the
current Administration, the court determined that

“unless and until Congress says otherwise or there

are no appropriated funds remaining,” the Presi-
dent and his Administration must promptly imple-
ment the law, starting with the completion of the
licensing process for Yucca Mountain by the Nuclear
Regulatory Commission.**

Aside from the inappropriateness of working
around Congress, the strategy itself lacks merit as
a viable plan for nuclear waste management in the
United States. According to the strategy, the new
plan is to build a pilot interim storage facility, fol-
lowed by a larger one, and decades from now to have
a permanent repository like the one taxpayers have
already been paying for in Yucca Mountain.

The government may need an interim site—lia-
bility is mounting and costing taxpayers for the
government’s failure to collect nuclear waste as
promised, a point the President’s budget proposal
recognizes. But the nation needs a permanent site.
The strategy eliminates incentive to build a per-
manent repository and perpetuates government
inaction for decades at best. In addition, it does
not address the fundamental flaws in the current
approach: namely, that commercial waste produc-
ers have zero responsibility for the waste they pro-
duce, responsibility that instead has been given to

politicians and bureaucrats. Unsurprisingly, what
should be a largely commercial decision has been
turned into a political flashpoint.

What Obama’s budget proposal envisions is
government “support [for] the nuclear waste man-
agement program over the long term.”* Certainly
there is a role for government in the management
of nuclear waste, such as in regulating licensing and
safety, but what is needed for a long-term solution
are market reforms that make producers respon-
sible for nuclear waste, introduce accurate pricing,
and allow competition.®¢

Crop Insurance
Daren Bakst

President Obama’s budget would cut $14 billion
over 10 years from the most expensive farm pro-
gram, crop insurance. Reining in the costs of the crop
insurance program is very important. From 2000 to
2006, crop insurance costs averaged $3.1 billion per
year. The price tag has now tripled to $9 billion.*”

Taxpayers subsidize about 62 percent of the pre-
mium that a farmer pays for crop insurance. With-
out appropriate reform, this excessive subsidy could
hardlybe called a “safety net” for many farmers who
receive aid and instead amounts to a massive wealth
transfer from taxpayers to farmers, often large agri-
businesses. Modest reforms in the crop insurance
program, such as reducing the total amount of the
premium subsidy that farmers can receive, could
save billions of dollars over a 10-year period.>®

President Obama had a chance to address the
crop insurance program in the farm bill that was just
passed, yet he still signed the bill into law that actu-
ally increased crop-insurance costs. This was after
he had proposed cutting about $12 billion in crop
insurance costs in his last budget. Listing proposed

34. Katie Tubb, “Court Kicks Yucca Mountain Review Back in Motion,” The Heritage Foundation, The Foundry, August 13, 2013,
http://blog.heritage.org/2013/08,/13/court-kicks-yucca-mountain-review-back-in-motion/.

35. Office of Management and Budget, Appendix: Budget of the U.S. Government, FY 2015, March 2014, p. 394,
http://www.whitehouse.gov/omb/budget/Appendix (accessed March 11, 2014).

36. Jack Spencer, “Nuclear Waste Management: Minimum Requirements for Reforms and Legislation,” Heritage Foundation Issue Brief No. 3888,

March 28, 2013,

http://www.heritage.org /research/reports/2013/03/nuclear-waste-management-minimum-requirements-for-reforms-and-legislation

(accessed March 11, 2014).

37. Daren Bakst and Rachel Sheffield, “Six Reforms for the House Farm Bill,” Heritage Foundation Issue Brief No. 3981, June 27, 2013,
http://www.heritage.org/research/reports/2013/06/six-reforms-for-the-house-farm-bill.

38. Ibid.
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cuts in the crop insurance program does not mean
much unless the President takes action to make his
crop insurance reforms a reality.

Health Care:

Health Care Budget: Weak on
Reform, High on Cost

Robert E. Moffit, PhD, Nina Owcharenko,
and Alyene Senger

Despite the current health care spending crisis,
President Obama’s FY 2015 budget proposal does
little to reform the fiscally unsustainable Medicare
and Medicaid programs and maintains the imple-
mentation of Obamacare—which has created two
additional health care entitlements and adds almost
$2 trillion in new entitlement spending by 2024.

Obamacare. The President’s budget requests
full funding for the continued implementation of
Obamacare yet does not ask Congress to make any
legislative changes in the law—thereby asking Amer-
ican taxpayers to continue to fund an unaffordable,
unworkable, and unfair law.

Medicaid. By maintaining the costly Medicaid
expansion enacted under Obamacare, the Presi-
dent’s budget continues to paper over the fiscal cri-
sis at the state and federal levels with policy changes
that reinforce its structural deficiencies rather than
making any meaningful reform in the program.

This year, the President’s budget proposes to
extend and expand the temporary payment bump
that Obamacare enacted for Medicaid primary care
physicians. Obamacare raised Medicaid primary
care physicians’ payments to Medicare levels for
2013 and 2014. The budget proposal would extend
the enhanced rate through the end of 2015 and
expand eligibility to mid-level providers, including
physician assistants and nurse practitioners, cost-
ing an additional $5.4 billion.

The increase in Medicaid physicians’ reimburse-
ment is designed to entice them to participate in
the Medicaid program. There is a trend of reduced
access for Medicaid beneficiaries. For instance, in
2011, nearly one out of three primary care physicians

would not accept new Medicaid patients.** However,
it remains unclear whether a temporary pay bump
would entice physicians to participate in Medicaid.
Access is a chronic issue facing Medicaid patients
and it is worsened by Obamacare’s Medicaid expan-
sion to millions of additional beneficiaries, which is
projected to cost the federal government an estimat-
ed $792 billion over 10 years. Instead of continually
throwing taxpayer funds at the broken program, it
should be structurally reformed to support a more
rational and controlled budget while addressing the
existing needs of the most vulnerable populations.

Medicare. This year’s presidential budget pro-
posal regarding Medicare mostly mirrors last year’s:
far too little in terms of structural reform, a contin-
ued reliance and even expansion of the deficiencies
of government regulation, and new costs for seniors.

The Medicare program is in dire need of structur-
alreform, currently projected tobe $36 trillion short
on the funds needed to fulfill its benefit promises
over the long term and a Hospital Insurance Trust
Fund projected to be exhausted by 2026. Despite the
magnitude of these financing challenges, the Presi-
dent’s budget offers meager tweaks to the program.

Here are a few of the notable Medicare policies
the Administration is advocating in the FY 2015
budget proposal:

More Government Control in Part D:
Drug Rebates

The President’s budget again proposes a man-
datory Medicaid-style drug rebate for low-income
seniors enrolled in Medicare Part D, for a total sav-
ings of about $117 billion over 10 years.

As Heritage explained last year: On paper, drug
manufacturers would be forced to pay the rebate—a
kind of tax with the consequence of a price control,
but like most corporate taxes (and price controls,
too), this additional cost will simply be passed on to
seniors in the form of higher Part D premiums.*°

Currently, Part D is a unique defined-contribu-
tion program that operates differently from the rest
of Medicare. The President’s budget proposal would
distort the Part D market and undercut the very
market efficiencies that have been so successful at

39. Sandra Decker, “In 2011 Nearly One-Third of Physicians Said They Would Not Accept New Medicaid Patients, But Rising Fees May Help,”
Health Affairs, Vol. 31, No. 8 (August 2012), http://content.healthaffairs.org/content/31/8/1673.abstract (accessed March 11, 2014).

40. Amy Payne, “The Obama Budget: Heritage Experts’ Analysis,” The Heritage Foundation, The Foundry, April 10, 2013,
http://blog.heritage.org/2013/04/10/live-blog-the-presidents-budget-refresh-for-updates/.
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controlling Medicare drug costs. As Heritage has
explained before:

Today, pricing is determined entirely by a nego-
tiation between private insurers and drug man-
ufacturers focused on the value of prescription
drug products for the patients. With rebates...[d]
rug manufacturers would seek to use the rebate
requirement to extract higher pricing from the
insurers, even as they lobbied the government to
base the rebates on the most inflated measure of
“average” price they could find.*

New Costs for Seniors

Currently, taxpayers finance almost nine of every
10 dollars spent on the Medicare program. Liberals
and conservatives agree that there should be great-
er cost sharing among seniors to reduce taxpayer
burdens. The differences are over the design or the
structure of these co-payment options. The Presi-
dent’s are minimal and less effective than those pro-
posed by Heritage and other independent analysts.
For example:

Medigap Reform. The President’s budget pro-
poses to add a Part B premium surcharge for new
enrollees in 2018 who purchase Medigap plans with
low cost-sharing requirements, called first-dollar
or near-first-dollar coverage. As it states, “The sur-
charge would be equivalent to approximately 15 per-
cent of the average Medigap premium (about 30 per-
cent of the Part B premium).” This is, in effect, a new
premium tax.

The President has correctly identified the prob-
lem, but a new tax on seniors is not the right answer.
Today’s lower cost sharing does indeed lead to great-
er use of medical services and, thus, higher Medicare
costs. Instead of adding a premium tax as an after-
the-fact measure to claw back excessive spending,
such excessive spending should be prevented in the
first place. This could be done by guaranteeing cat-
astrophic coverage in traditional Medicare, which
would reduce or even eliminate reliance on Medigap
or supplemental coverage in the first place. Also,
Congress should restructure and simplify Medi-

care’s cost sharing and limit the extent to which
Medigap or supplemental insurance could provide
first-dollar coverage. Both seniors and current tax-
payers would secure substantial premium savings
from such a reform.

These changes would transform traditional
Medicare from a complex and disjointed multi-part
entitlement program into a health plan providing
catastrophic coverage, a change that would protect
seniors from the endless out-of-pocket costs they
face today. Instead of adding another layer of com-
plexity, Congress should guarantee seniors cata-
strophic protection in combination with simplifying
and restructuring Medicare’s complex cost-shar-
ing arrangements by combining Parts A and B with
a unified premium, uniform co-insurance, and a
single deductible.

Higher Part B Deductible. The President
would also add new costs for certain seniors with
an increased Part B deductible. The proposal would
impose a $25 increase in 2018, 2020, and 2022.

This is a minor tweak to the current system, and
the savings would be modest since it would apply
only to new beneficiaries beginning in 2018. If Con-
gress wants to secure greater savings, it should apply
any cost-sharing rules to all, not just future, seniors
entering the program.

New Home Health Co-payments. Home health
care is a valuable feature of the Medicare program,
but it has become a source of sharply increased
Medicare spending. The President’s budget would
address this problem by adding a co-payment of $100
per home health episode (applying only for episodes
with five or more visits not preceded by a hospital or
inpatient post-acute stay), starting in 2018. Like the
Part B deductible, it would apply only to new benefi-
ciaries and thus generate only modest savings.

The addition of a modest co-payment to home
health visits is sound policy, but a better approach,
outlined by Heritage in Saving the American Dream,**
is to charge a 10 percent co-payment for each home
health care episode.

Higher Parts B and D Income-Related Premi-
ums. The budget also proposes increasing Parts B
and D premiums for upper-income beneficiaries.

41, James C. Capretta, “Congress Should Not Undermine What Works in the Medicare Drug Benefit,” Heritage Foundation WebMemo No. 3360,
September 9, 2011, http://www.heritage.org/research/reports/2011/09/medicare-drug-benefit-model-for-broader-healthcare-reform.

42. 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, http://savingthedream.org/.
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TABLE 2

President's Budget Calls for Increase in Income-Related Premiums

Under Medicare Part B and Part D

MAGI: Modified adjusted gross income

CURRENT LAW PRESIDENT'S BUDGET

Applicable Premium

Applicable Premium

MAGI Threshold Percentage MAGI Threshold Percentage
Less than $85,000 25% for Part B; Less than $85,000 25% for Part B;
around 25.5% for Part D around 25.5% for Part D
$85,001—$107,000 35% $85,001—$107,000 40%
$107,001—$133,500 52.5%
$107,001—%160,000 50%
$133,501—$160,000 65%
$160,001—$214,000 65% $160,001—$196,000 77.5%
$214,000+ 80% $196,000+ 90%

Note: MAGI thresholds are for beneficiaries who file an individual tax return with income.
Source: U.S. Department of Health and Human Services, “Fiscal Year 2015: Budget in Brief,” p. 62,

http://www.hhs.gov/budget/fy2015/fy-2015-budget-in-brief.pdf (accessed April 3, 2014).
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This policy moves in the right direction but does
not go far enough. Premiums for all enrollees, as
Heritage has proposedin Saving the American Dream,
should be gradually increased to cover 35 percent of
total premium costs for Parts B and D while taxpayer
subsidies for Part B and Part D benefits for wealthy
Medicare recipients are further reduced.

Closing the Part D “Donut Hole” Early. Under
current law, there is a gap in coverage where seniors
pay 100 percent of the total costs of prescription drugs.
This is called the “donut hole.” Similar to last year’s
budget proposal, this presidential budget proposal
would close the congressionally created Part D cov-
erage gap for brand-name drugs by 2016. This is four
years sooner than Obamacare closes that gap. Though
closing the donut hole would certainly help the few
seniors who fall into it, it is also enriching the drug
benefit itself and thus making it more expensive, which
resultsinincreased Part D premiums for all seniors.*?

Provider Payment Reductions
In addition to Obamacare’s over $700 billion in
Medicare provider payment reductions, the President’s

budget includes an additional $229 billion in savings
from Medicare providers, which is estimated to extend
the life of the Part A trust fund by five years.**

Reduced Payment Updates for Post-Acute
Care Providers. One ofthelargest reductions would
come from “encouraging provider efficiencies” in
post-acute care. The proposal would reduce updates
for inpatient rehabilitation facilities, long-term care
hospitals, home health agencies, and skilled nursing
facilities by adjusting payment updates by almost
$98 billion over 10 years.

Reduced Medicare Advantage Reimburse-
ments. Consistent with payment reductions already
enacted under Obamacare, the budget proposes
almost an additional $35 billion in spending reduc-
tions from the program by increasing the minimum
Medicare Advantage (MA) coding intensity adjust-
ment and aligning employer group waiver plan pay-
ments with average MA plan bids.

Strengthened IPAB. Despite bipartisan oppo-
sition to the Independent Payment Advisory Board
(IPAB), the President’s budget once again strength-
ens its power. It states that “this proposal would

43, Alyene Senger, "Obamacare Provision Costing 32 Percent More than Projected,” The Heritage Foundation, The Foundry, October 31, 2013,
http://blog.heritage.org/2013/10/31/0bamacare-provision-costing-32-percent-more-than-projected/.

44, Congressional Budget Office, “Estimates for the Direct Spending and Revenue Effects of H.R. 6079, The Repeal Obamacare Act,” July 24, 2012,
Table 2, http://www.cbo.gov/sites/default/files/cbofiles/attachments/43471-hr6079.pdf (accessed March 11, 2014).
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lower the target rate applicable for 2018 and after
from gross domestic product (GDP) per capita
growth plus 1 percentage point to GDP per capita
growth plus 0.5 percentage points.” This is estimat-
ed to allow IPAB to accumulate an additional $13 bil-
lion in savings over 10 years.

Repeal of Flawed Physician Payment Formu-
la. Since 2003, Congress has blocked its own Medi-
care physician-payment-update formula from going
into effect because it would impose draconian Medi-
care payment reductions on physicians and thus
threaten patient access to care. Congress recently
blocked the Medicare formula for 2014, the 17th time
since the formula has been in force. The formula is
clearly unworkable, and there is a bipartisan effort
to repeal and replace it. The President’s budget also
supports a permanent repeal.

A repeal is sound policy, but any permanent
repeal must substitute physician payment that
expands physician payment options, secure the
doctor-patient relationship, and reduce the trend
toward greater federal supervision and control of
medical practice. Moreover, any repeal of the Medi-
care payment-update formula would entail addi-
tional Medicare spending, which must be offset. Per-
manent repeal must be accompanied by permanent
savings and not add one more dime to the nation’s
deficits. As Heritage has recommended, Medicare
physician payment should be stabilized (a position
the President supports), but Medicare should then
be transitioned (over five years or fewer) into a pre-
mium support program (which the President does
not support)—a structural reform that would allow
the market to determine physicians’ payment.

Altogether, the President’s small proposed adjust-
ments to the Medicare program do little to shore up
its long-term financial problems, thus jeopardiz-
ing access to quality care for the next generation of
retirees, worsening the obligation of current and
future taxpayers, and compounding the difficulty of
future budgetary decisions.

Transportation:

On Transportation, Obama Budget
Gets Policies and Funding Wrong
Emily Goff

If history is any guide, President Obama’s FY
2015 budget proposal will get little to no attention
in Congress. That is a good thing, especially regard-
ing his proposal for a “unified” (mode-neutral) four-
year transportation bill that would be paid for in
part with revenue from corporate tax reform.

States do have transportation project priorities
that will cost money, but under the Obama budget’s
top-down approach, the states’ efforts to meet those
priorities would be hampered. President Obama gets
both the transportation policies and funding source
wrong—again.

First, the President proposes a $302 billion, four-
year transportation bill—a 38 percent increase over
current annual spending—to replace what is cur-
rently a highway bill funded by highway user fees:
per-gallon gasoline taxes and related taxes paid
by the motorists, bus operators, and truckers who
use the system. It would lump together the existing
highway and bridge programs with transit systems
and railways in a unified transportation bill to be
funded with existing federal gas taxes and new cor-
porate tax reform revenue.

As Heritage has previously explained, this plan
is dangerous.*® It would double down on a Washing-
ton-centric approach to transportation and fling
the door wide open to special interests lobbying for
diversions of increasing shares of highway user fees
to non-highway, non-bridge programs. Such diver-
sions would come at the expense of needed conges-
tion relief, capacity expansion, and road and bridge
repair projects that would benefit the motorists who
contribute the user fees in the first place.

Second, President Obama’s idea to pay for this
transportation bill with new revenue resulting from

45, Emily Goff, "Obama’s Massive 'Unified’ Transportation Plan Would Hurt Commuters, Businesses,” The Heritage Foundation, The Foundry,
February 26, 2014, http://blog.heritage.org/2014/02/26/obamas-massive-unified-transportation-plan-hurt-commuters-businesses/.
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corporate tax reform is flawed and irresponsible.
Any such revenue should be employed to lower tax
rates or make other pro-growth tax policy improve-
ments, not to pay for new spending elsewhere. Fur-
ther, the states are stepping up, with over 20 states
either implementing or considering plans to raise
money to pay for their own transportation projects.*¢

Interest on the part of the private sector to finance
expensive projects is another piece of the funding
pie—and the private sector could certainly be a bigger
player if Washington would step out of the way.

There are other flaws in President Obama’s trans-
portation plan, but these two stand out. It is high
time that the President refocus his efforts on reduc-
ing burdensome federal regulation in transporta-
tion and freeing the states to meet their transporta-
tion priorities. After all, they know them best.

TIGER Transportation Grant
Programs Keep on Roaring
Emily Goff

President Obama’s FY 2015 budget request calls
for $1.25 billion in spending per year for the Trans-
portation Investment Generating Economic Recov-
ery (TIGER) program, a competitive grant program
that pays for road, rail, transit, and port projects that
are supposedly in the national interest. His propos-
al would more than double the annual spending on
this program, compared to the FY 2014 level of $600
million, which was already inflated by $125 million
compared to FY 2013.

Bottom line: It is too much—in fact, any spend-
ing is too much—especially for a program that was
started under the stimulus bill in the name of boost-
ing the then-anemic economy. President Ronald
Reagan’s quip that “a government bureau is the near-

est thing to eternal life we’ll ever see on this earth™”
applies to TIGER grants, because here we are, six
rounds of TIGER funding later, and the President
wants to make this program permanent.

The first reason the TIGER program should be
ended is that it is a federal program that uses feder-
al taxpayer dollars to pay for purely local activities.
It duplicates the efforts of state transportation and
infrastructure agencies, adding to bureaucracy and
wasting money in administrative overhead costs.
And it forces states to pander to Washington bureau-
crats who determine project criteria, which may not
align with states’ priorities and project goals.

Further, the types of projects it funds are local
in nature and would be more appropriately funded
at the state and local level where any benefits would
be enjoyed. In FY 2013, for example, TIGER grant
money was spent on projects such as a $16 million,
six-mile pedestrian mall in Fresno, California; a
$10.4 million “Complete Street Initiative” (read:
non-auto-friendly) project in Lee County, Florida;
and a $20 million trolley car in Kansas City, Mis-
souri.*® This is not to say that these activities lack
value or are not priorities for states and communi-
ties, but they are not federal responsibilities.

Second, the TIGER program is based on the false
notion that government spending boosts the econ-
omy.* Americans saw what an abysmal failure that
way of thinking was in the example of the stimulus
program—employment levels and the health of the
economy in the aggregate did not improve as prom-
ised. What the President and his economic advisers
are forgetting is that every dollar spent by Washing-
ton is one less dollar the private sector would likely
spend more efficiently.

Mr. President, it is time to finally end the TIGER
grant program.

46. C.Kenneth Orski, “States’ Growing Role in Funding the Nation's Transportation Infrastructure,” Innovation Newsbriefs, Vol. 25, No. T (January 17, 2014),
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CHART 2

Social Security
Deficits Are
Permanent and Set
to Quadruple in
Fewer than 20 Years
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Welfare, Social Security, and Job Training:

Social Security Reform Abandoned
Michael Sargent

The President’s budget remains a disappointment
for bipartisan advocates of entitlement reform. As sig-
naled by the Administration, the budget drops Presi-
dent Obama’s former proposal to enact the chained
consumer price index (CPI) for cost-of-living adjust-
ments (COLA) to Social Security benefits.>° Adopting
the chained CPI for COLAs would still allow benefits
to grow over time while tying them to a more accurate
measurement of inflation. The measure would save
Social Security $130 billion over 10 years without cut-
ting benefits and would continue to ensure that pay-
ments are adjusted for price changes.*

Abandoning this proposal typifies the fiscal irre-
sponsibility of this Administration. Social Security
is already hemorrhaging billions of dollars and is
on track to run a $322 billion deficit by 2032 if no
reforms are made.

While adopting the chained CPI would not solve
Social Security’s fiscal woes, it would be a good step
toward preserving benefits for those who need them
most in the future. If the President was sincere
about “working in a bipartisan way to strengthen
the program for future generations,” as he stated in
the 2015 budget proposal, he would have included
a chained CPI proposal—and taken leadership in
working toward comprehensive reform that would
ensure the program’s future solvency.
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Budget Squanders Money on
Federal Job-Training Programs
David B. Muhlhausen

In his FY 2015 budget request, President Obama
released his vision of $11.8 billion for federal job-
training programs: “The Budget’s approach to skills
and training is guided by the principle that all fed-
eral investments should be designed to equip the
Nation’s workers and job seekers with skills match-
ing the needs of employers looking to hire them into
good jobs.”®® However, the promise of federal job-
training programs has never lived up to the rhetoric
of politicians.

In my book Do Federal Social Programs Work? 1
present the evidence from every multi-site exper-
imental evaluation of federal social programs,
including various job-training programs, published
since 1990.%® Based on scientifically rigorous evalu-
ations using the “gold standard” of random assign-
ment, these studies consistently find failure. Federal
training programs intended to boost the entrepre-
neurship and self-employment of the unemployed
have not worked. Further, federal job-training pro-
grams targeting youth and young adults have been
found to be extraordinarily ineffective.?* The simple
factis that when it comes to federal job-training pro-
grams, there is a dearth of evidence suggesting that
these programs work.

If Congress takes up the President’s plan, then it
should insist that these programs undergo scientifi-
cally rigorous multi-site evaluations that use random
assignment to ensure that taxpayers know whether
their hard-earned money is being wasted or not.

Obama’s New Welfare Policy Is
Anti-Marriage, Anti-Work
Robert Rector

In his new budget, President Obama proposes to
spend $14 trillion in means-tested welfare programs
over the next decade. These programs provide cash,
food, housing, medical care, and social services to

low-income and poor people. Some 75 percent of this
spending would come from the federal government;
the remaining 25 percent would mainly represent
state expenditures in the Medicaid program.

The total spending (which does not include Social
Security or Medicare) will amount to over $450,000
for each poor and low-income household in America.
But according to President Obama, $14 trillion is not
enough. He seeks to expand the welfare state further.

The President is proposing an expanded earned
income tax credit for workers without children.
Under the policy, young people who have no children
to support will receive up to $1,000 in cash every
year from the taxpayers. This policy is wasteful; a
single person who works full time at the minimum
wage already has an income 25 percent above the
poverty level. Moreover, these individuals will also
receive free health care funded by the taxpayers
through Obamacare. Now President Obama wants
to give them $1,000 in cash as well.

Contrary to the President’s claims, the new policy
will not encourage work. If the President is serious
about encouraging work, he should establish work
requirements in the existing 80-plus welfare pro-
grams already run by the federal government. Able-
bodied, non-elderly adults who receive cash, food,
housing, or medical care from the taxpayers should
be required to work, prepare for work, or at least
look for a job as a condition of receiving aid. This
policy would increase employment while reducing
future welfare costs. But the Obama Administra-
tion strongly opposes strengthening workfare in any
existing welfare programs.

Moreover, President Obama’s proposed policy
is explicitly anti-marriage. Under the policy, a man
who fathers a child and neither marries the mother
nor supports the child will receive a cash bonus of
up to $1,000 per year from the taxpayer. However,
the moment the man marries the child’s mother and
begins to support the family, the taxpayer subsidy
will be eliminated.

When the War on Poverty began, 7 percent of
American children were born outside of marriage.
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Today, the number is 42 percent.”® The dramatic
collapse in marriage has been caused at least in
part by the welfare state, which for 50 years has
belittled marriage and penalized low-income cou-
ples who do marry.

Most welfare programs penalize marriage by sub-
stantially reducing benefits whenever couples marry.
President Obama’s new policy intensifies that anti-
marriage bias. Rarely has the welfare state’s anti-
marriage bias been as explicit and obvious as it is in
the new Obama policy. An anti-marriage campaign
in low-income communities is a good way to lose the
war on poverty.
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