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THE BUDGET MESSAGE OF THE PRESIDENT

To THE CONGRESS OF THE UNITED STATES:

Thanks to the hard work and determination of the American people, we have made significant
progress over the last 4 years. After a decade of war, our brave men and women in uniform are coming
home. After years of recession, our businesses have created over six million new jobs. We buy more
American cars than we have in 5 years, and less foreign oil than we have in 20 years. Our housing
market is healing, our stock market is rebounding, and consumers, patients, and homeowners enjoy
stronger protections than ever before.

But we know that there are millions of Americans whose hard work and dedication have not
yet been rewarded. Our economy is adding jobs—but too many people still cannot find full-time
employment. Corporate profits have skyrocketed to all-time highs—but for more than a decade,
wages and incomes have barely budged.

It is our generation’s task to reignite the true engine of America’s economic growth—a rising,
thriving middle class. It is our unfinished task to restore the basic bargain that built this country—
the idea that if you work hard and meet your responsibilities, you can get ahead, no matter where
you come from, no matter what you look like, or whom you love.

It is our unfinished task to make sure that this Government works on behalf of the many, and not
just the few; that it encourages free enterprise, rewards individual initiative, and opens the doors of
opportunity to every child across this great Nation.

A growing economy that creates good, middle class jobs—this must be the North Star that guides
our efforts. Every day, we should ask ourselves three questions as a Nation: How do we attract more
jobs to our shores? How do we equip our people with the skills they need to get those jobs? And how
do we make sure that hard work leads to a decent living?

This Budget seeks to answer each of these questions.

Our first priority is making America a magnet for new jobs and manufacturing. After shedding
jobs for more than 10 years, our manufacturers have added more than 500,000 jobs over the past 3
years. Companies large and small are increasingly deciding to bring jobs back to America.

To accelerate this trend, the Budget builds on the success of the manufacturing innovation institute
we created in Youngstown, Ohio last year, and calls for the creation of a network of 15 of these hubs
across the Nation. In these innovation hubs, businesses will partner with universities and Federal
agencies to turn regions around our country into global centers of high-tech jobs.

The Budget also includes new initiatives to support manufacturing communities, including
a new tax credit to strengthen their ability to attract investments and jobs. And it expands my
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Administration’s SelectUSA initiative to help draw businesses and investment from around the world
to our shores.

If we want to make the best products, we also have to invest in the best ideas. That is why the
Budget maintains a world-class commitment to science and research, targeting resources to those
areas most likely to contribute directly to the creation of transformational technologies that can
create the businesses and jobs of the future.

No area holds more promise than our investments in American energy. The Budget continues to
advance my “all-of-the-above” strategy on energy, investing in clean energy research and development;
promoting energy efficiency in our cars, homes, and businesses; encouraging responsible domestic
energy production; and launching new efforts to combat the threat of climate change.

Modeled after my successful Race to the Top education reform effort, the Budget includes a new
Race to the Top energy efficiency challenge for States, rewarding those that implement the most
effective policies to cut energy waste. And it establishes a new Energy Security Trust funded by
royalty revenue from oil and gas leases to support initiatives to shift our cars and trucks off oil,
cutting our Nation’s reliance on foreign oil.

Over the last 4 years, we have begun the hard work of rebuilding our Nation’s infrastructure. We
have built or improved over 350,000 miles of road and more than 6,000 miles of rail. And we have
repaired or replaced over 20,000 bridges. But to compete in the 215t Century economy and become a
magnet for jobs, we must do more. We need to repair our existing infrastructure, and invest in the
infrastructure of tomorrow, including high-speed rail, high-tech schools, and self-healing power grids.
These investments will both lay the foundation for long-term economic growth and put workers back
on the job now.

My Budget includes $50 billion for up-front infrastructure investments, including a “Fix-it-First”
program that makes an immediate investment to put people to work as soon as possible on our most
urgent repairs, like the nearly 70,000 structurally-deficient bridges across the country. And to make
sure taxpayers do not shoulder the whole burden, the Budget creates a Rebuild America Partnership
to attract private capital to upgrade what our businesses need most: modern ports to move our goods;
modern pipelines to withstand a storm; and modern schools worthy of our children.

The Budget also supports efforts I announced earlier this year to modernize and improve the
efficiency of the Federal permitting process, cutting through the red tape that has been holding back
even some of the most carefully planned infrastructure projects. These efforts will help us to achieve
the new goal I set to cut timelines in half for infrastructure projects, while creating new incentives for
better outcomes for communities and the environment.

All of these initiatives in manufacturing, energy, and infrastructure will help entrepreneurs and
small business owners expand and create new jobs. But none of it will matter unless we also equip
our citizens with the skills and training to fill those jobs.

And that has to start at the earliest possible age. But today, fewer than 3 in 10 4-year-olds are
enrolled in a high-quality preschool program, and the high cost of private preschool puts too much of
a financial burden on middle class families.
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The Budget therefore includes a proposal that ensures 4-year-olds across the country have access to
high-quality preschool education through a landmark new initiative in partnership with the States.
And it increases the availability of early learning for our youngest children to help their growth and
development during the formative early years of life.

Providing a year of free, public preschool education for 4-year-old children is an important
investment in our future. It will give all our kids the best start in life, helping them perform better in
elementary school and ultimately helping them, and the country, be better prepared for the demands
of the global economy. Not only that, it could save hard-working families thousands of dollars each
year in child care costs. This is an investment we need to make, and it is fully paid for in this Budget
by imposing a new tax on every pack of cigarettes sold.

The Budget also builds on the historic reforms made during my first term to improve our elementary
and secondary school system by rewarding excellence and promoting innovation. To help ensure that
our high schools are putting our kids on a path to college and a good job, the Budget includes a new
competitive fund that will help redesign America’s high schools to prepare students with the real
world skills they need to find a job right away or go to college. The fund rewards schools that develop
new partnerships with colleges and employers, and create classes focusing on science, technology,
engineering and mathematics (STEM)—the skills today’s employers seek to fill the jobs available
right now and in the future.

Even with better high schools, most young people will still need some higher education. Through
tax credits, grants, and better loans, we have made college more affordable for millions of students
and families over the last 4 years. But skyrocketing costs are still pricing too many young people out
of a higher education, or saddling them with unsustainable debt. And taxpayers cannot continue to
subsidize higher and higher costs for higher education.

To encourage colleges to do their part to keep costs down, the Budget includes reforms that will
ensure affordability and value are considered in determining which colleges receive certain types
of Federal aid. My Administration has also released a new “College Scorecard” that parents and
students can use to compare schools.

To further ensure our educational system is preparing students for careers in the 215 Century
economy, the Budget includes additional measures to promote STEM education, such as launching a
new STEM Master Teacher Corps, to leverage the expertise of some of America’s best and brightest
teachers in science and mathematics, and to elevate the teaching of these subjects nationwide. It also
includes a reorganization and consolidation of STEM education programs to improve the effectiveness
of Federal investments in this area.

The Budget takes other critical steps to grow our economy, create jobs, and strengthen the middle
class. It implements the Affordable Care Act, giving every American access to the high-quality,
affordable health care coverage they deserve, and reducing the deficit by more than $1 trillion over the
next two decades. It implements Wall Street reform, ending too-big-to-fail and protecting consumers
against the abuses and reckless behavior that contributed to the financial collapse in 2008. And it
includes measures to strengthen our housing market and ensure that every responsible homeowner
has the opportunity to refinance at today’s rates, saving $3,000 a year on average.

Our economy is stronger when we harness the talents and ingenuity of striving, hopeful immigrants.
That is why I have proposed a plan to fix our broken immigration system that secures our borders,
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cracks down on employers who hire undocumented workers, attracts highly-skilled entrepreneurs and
engineers to help create jobs and drive economic growth, and establishes a responsible pathway to
earned citizenship—a path that includes passing a background check, paying taxes and a meaningful
penalty, learning English, and going to the back of the line behind the folks trying to come here legally.
The Budget makes investments that will make our immigration system more efficient and fair and
lay a foundation for this permanent, common-sense reform.

The Budget also builds on the progress made over the last 4 years to expand opportunity for every
American and every community willing to do the work to lift themselves up. It creates new ladders
of opportunity to ensure that hard work leads to a decent living. It rewards hard work by increasing
the minimum wage to $9 an hour so an honest day’s work pays more. It partners with communities
by identifying Promise Zones to help rebuild from the recession. It creates pathways to jobs for the
long-term unemployed and youth who have been hardest hit by the downturn. And it strengthens
families by removing financial deterrents to marriage and supporting the role of fathers.

We also know that economic growth can only be achieved and sustained if America is safe and secure,
both at home and abroad. At home, the Budget supports my initiative to help protect our kids, reduce
gun violence, and expand access to mental health services. We can protect our Second Amendment
rights while coming together around reforms like eliminating background check loopholes to make it
harder for criminals to get their hands on a gun—common-sense reforms that will help protect our
kids from the scourge of gun violence that has plagued too many communities across the country.

To confront threats outside our borders, the Budget ensures our military remains the finest and
best-equipped military force the world has ever known, even as we wind down more than a decade of
war.

Already, we have brought home more than 30,000 of our brave servicemembers from Afghanistan.
Our remaining forces are moving into a support role, with Afghan security forces taking the lead. And
over the next year, another 34,000 American troops will come home. This drawdown will continue
and, by the end of next year, our war in Afghanistan will be over. Beyond 2014, the Budget supports
our continued commitment to a unified and sovereign Afghanistan.

To maintain our national security, the Budget supports our ongoing fight against terrorists, like
al Qaeda. The organization that attacked us on 9/11 is a shadow of its former self. But different
al Qaeda affiliates and extremist groups have emerged—from the Arabian Peninsula to Africa. We
will confront these emerging security challenges through the full range of U.S. capabilities and tools,
including diplomatic, security, intelligence, and economic development.

The Budget also provides the resources we need to act on our commitment to and interests in
global development, by promoting food security that reduces dependence and increases prosperity; by
investing in the increasingly successful drive toward an AIDS-free generation; and by maintaining
our leadership as a global provider of humanitarian assistance that saves lives and reflects American
values.

We must also confront new dangers, like cyber attacks, that threaten our Nation’s infrastructure,
businesses, and people. The Budget supports the expansion of Government-wide efforts to counter the
full scope of cyber threats, and strengthens our ability to collaborate with State and local governments,
our partners overseas, and the private sector to improve our overall cybersecurity.
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The Budget also focuses resources on the Asia-Pacific region, reasserting American leadership and
promoting security, stability, democracy, and economic growth.

Importantly, the Budget upholds our solemn obligation to take care of our servicemembers and
veterans, and to protect our diplomats and civilians in the field. It keeps faith with our veterans,
investing in world-class care, including mental health care for our wounded warriors, supporting our
military families, and giving our veterans the benefits, education, and job opportunities that they
have earned.

The Budget does all of these things as part of a comprehensive plan that reduces the deficit. All of
these initiatives and ideas are fully paid for, to ensure they do not increase the deficit by a single dime.

By making investments in our people that we pay for responsibly, we will strengthen the middle
class, make America a magnet for jobs and innovation, and grow our economy, which will in turn
help us to reduce deficits. But economic growth alone will not solve our Nation’s long-term fiscal
challenges.

As we continue to grow our economy, we must take further action to cut our deficits. We do not have
to choose between these two important priorities—we have to do both.

Over the last 4 years, both parties have worked together to reduce the deficit in a balanced way by
more than $2.5 trillion. That is more than halfway toward the goal of $4 trillion in deficit reduction
that economists say we need to stabilize our finances. As we wind down two wars, we have protected
our military families and veterans while cutting defense spending on outdated military weapons
systems. Domestic discretionary spending is approaching its lowest levels as a share of the economy
since President Eisenhower was in office; and we have moved aggressively to cut waste, fraud, and
abuse. And together, we have begun to ask the wealthy to do their fair share while keeping income
taxes low for middle class families. Overall, we have cut the deficit in a balanced way that protects
the investments in education, manufacturing, clean energy, and small businesses we need to grow the
economy and strengthen the middle class. There is more work to do, and this Budget is designed to
finish the job.

But we should not do it by making harsh and arbitrary cuts that jeopardize our military readiness,
devastate priorities like education and energy, and cost jobs. That is not how to grow the economy.
We should not ask middle class senior citizens and working families to pay down the rest of our deficit
while the wealthiest are asked for nothing more. That does not grow our middle class.

The American people understand that we cannot just cut our way to prosperity. That is why I
have repeatedly called for a balanced approach to deficit reduction. And that is why I have offered
proposals on multiple occasions that cut wasteful spending, strengthen entitlements, and eliminate
special tax breaks and loopholes so the wealthiest pay their fair share.

In my negotiations with House Speaker Boehner in December over the so-called “fiscal cliff,” I
again offered a compromise proposal that was balanced and comprehensive, and would achieve our
$4 trillion deficit reduction goal. That proposal is still on the table. I am including it in this Budget
to demonstrate my commitment to making the kind of tough and balanced choices that are needed to
put our Nation’s finances in order.
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To be clear, the package I am offering includes some difficult cuts that I do not particularly like.
But these measures will only become law if congressional Republicans agree to meet me in the middle
by eliminating special tax breaks and loopholes so millionaires and billionaires do their fair share to
cut the deficit. I will not agree to any deal that seeks to cut the deficit on the backs of middle class
families. I am willing to make tough choices that may not be popular within my own party, because
there can be no sacred cows for either party. And I look forward to working with any member of
Congress who takes a similar, balanced approach. This plan is built on the kind of common ground
that Democrats and Republicans should be able to reach.

In total, the Budget will cut the deficit by another $1.8 trillion over the next 10 years, bringing the
deficit below 2 percent of GDP by 2023 and putting our debt on a declining path. This is not an end
in and of itself—the best way to grow the economy and cut the deficit is by creating good middle class
jobs. But this plan to reduce the deficit in a balanced way is a critical step toward ensuring that we
have a solid foundation on which to build a strong economy and a thriving middle class for years to
come.

Finally, this Budget continues my commitment to reforming and streamlining our Government
for the 215 Century. It builds on my Campaign to Cut Waste by further targeting and eliminating
wasteful spending wherever we find it. It reorganizes and consolidates agencies and programs to
make them leaner and more efficient. It increases the use of evidence and evaluation to ensure we
are making smart investments with our scarce taxpayer dollars. And it harnesses new technologies
to allow us to do more with less.

No single Budget can solve every challenge and every problem facing the country. But this Budget
shows how we can live within our means while growing our economy, strengthening the middle class,
and securing our Nation’s future. It is not a Democratic plan or a Republican plan. It is an American
plan. And it is a plan that I hope can serve as an outline for us to write the next great chapter of the
American story...together.

BaArack OBAMA

THE WHITE HOUSE,
ApriIL 10, 2013.
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to attract and sustain business investment.
To support the partnership, the Budget in-
cludes $113 million at the Department of
Commerce to provide targeted financial as-
sistance to competitively-designated man-
ufacturing communities, which would be
matched by non-Federal funds to co-invest
in state-of-the-art infrastructure projects,
industrial parks, and research facilities.

e Expand Federal Efforts to Attract Invest-
ment to Our Shores. In 2011, the President
launched SelectUSA at the Department of
Commerce, creating the first Federal effort
to actively attract business investment in
the United States. The Budget significantly
expands SelectUSA to create the capabili-
ties and services to help our governors and
mayors compete with foreign countries. The
Administration will also host a SelectUSA
Investment Summit this year, bring-
ing together businesses from around the
world with local leaders to attract jobs and
investment to our shores.

e Strengthen Manufacturing Supply Chains.
The Department of Commerce’s Manufac-
turing Extension Partnership provides a
range of business services to small manu-
facturers and is enhancing the program
to help companies focus on upgrading
technology to benefit from supply chain
opportunities. The Budget includes a $25
million increase to launch Manufacturing
Technology Acceleration Centers, which will
be industry-specific centers that can facili-
tate expansions of firms’ abilities to partici-
pate in key supply chains.

Invest in Research and Development.
For many decades, the United States has been a
world leader in research and development (R&D).
We need to maintain our world-class commitment
to science and research. The Budget does that
by providing $143 billion for R&D overall, while
targeting resources to those areas most likely to
directly contribute to the creation of transforma-
tional technologies that can create the businesses
and jobs of the future. It increases non-defense

R&D by nine percent from the 2012 levels, even
as overall budgets decline. As part of business
tax reform it expands and simplifies the Research
and Experimentation Tax Credit and makes it
permanent—providing certainty to businesses
and increasing the credit’s effectiveness.

Basic research has been one of America’s great
strengths, creating whole new industries and
jobs. The Budget maintains the President’s com-
mitment to increase funding for basic research at
three key science agencies: the National Science
Foundation; the Department of Energy’s Office
of Science; and the laboratories of the National
Institute of Standards and Technology. Within
these agencies, funds will be focused on basic re-
search directed at priority areas, such as clean
energy technologies, advanced manufacturing,
biotechnology, and new materials.

The Budget supports biomedical research at
the National Institutes of Health. Tomorrow’s
advances in health care depend on today’s in-
vestments in basic research on the fundamental
causes and mechanisms of disease, new technolo-
gies to accelerate discoveries, innovations in clini-
cal research, and a robust pipeline of creative and
skillful biomedical researchers.

The Budget funds the National Aeronautics
and Space Administration to develop innovative
aeronautics and space technologies that will keep
the aerospace industry—one of the largest net ex-
port industries in the United States—at the cut-
ting edge in the years to come. It also increases
funding for Department of Agriculture competi-
tive peer-reviewed research grants to support re-
search in human nutrition and obesity reduction,
food safety, bioenergy, and climate change.

Build a Clean Energy Economy, Improve
Energy Security, and Enhance Prepared-
ness and Resilience to Climate Change.
Cleaner energy will play a crucial role in meeting
the President’s goals of reducing greenhouse gas
emissions in the range of 17 percent below 2005
levels by 2020, and enhancing national security by
reducing dependence on oil. The Administration
supports a range of investments and initiatives
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to help make the United States the leader in this
sector and bring about a clean energy economy
with its new companies and jobs:

e Adopt “All-of-the-Above” Strategy to Energy.
The President is committed to an “all-of-the-
above” approach that develops all American
energy sources in a safe and responsible way
and builds a clean and secure energy future,
including:

— Invest in Clean Energy Research and
Development. The Budget continues to
place a priority on funding for the Depart-
ment of Energy’s Office of Energy Efficien-
cy and Renewable Energy to accelerate
R&D and further increase the cost-com-
petitiveness and deployment of renewable
power, electric vehicles, next-generation
biofuels, advanced energy-efficient manu-
facturing, and energy efficiency in homes
and commercial buildings. The Budget
also proposes increasing support in 2014
for the Department of Energy’s Advanced
Research Projects Agency—Energy to sup-
port breakthrough research in clean ener-
gy technologies. It funds research and de-
velopment of next-generation renewable
energy and high-value bio-based products
at the Department of Agriculture. It in-
vests in cleaner energy from fossil fu-
els like clean coal, as well as funding to
develop small modular nuclear reactors,
and provides incentives for the develop-
ment of the first, natural gas combined
cycle power plant to integrate carbon
capture and storage.

— Commit to Safer Production of and
Cleaner Electricity from Natural Gas.
Our domestic natural gas resources are re-
ducing energy costs across the economy—
from manufacturers investing in new fa-
cilities to families seeing heating costs
drop. The Budget invests in research to
ensure safe and responsible natural gas
production and promote the development
of the first natural gas combined cycle

power plant to integrate carbon capture
and storage.

— Implement Responsible Nuclear
Waste Strategy. Under the President’s
direction, the Department of Energy cre-
ated a Blue Ribbon Commission on Amer-
ica’s Nuclear Future to recommend how
to manage the challenges associated with
the back end of the nuclear fuel cycle. The
Administration has issued a report in re-
sponse to the recommendations and looks
forward to working with the Congress on
implementing policies that ensure that
nuclear power can continue to be part of
our energy mix.

® Make Energy Go Farther Across the Economy.

Cutting the amount of energy we waste in our
cars and trucks, in our homes and buildings,
and in our factories, will make us a stronger,
more resilient, and more competitive econo-
my. The Budget takes a number of steps to
support these improvements, including:

— Set a New Goal to Double American
Energy Productivity by 2030. The
President has set a new goal to cut in half
the energy wasted by America’s homes
and businesses, with action aimed at dou-
bling the economic output per unit of ener-
gy consumed in the United States by 2030,
relative to 2010 levels.

— Challenge States to Cut Energy Waste,
Support Energy Efficiency, and Mod-
ernize the Electricity Grid. The Bud-
get includes $200 million in one-time fund-
ing for Race to the Top performance-based
awards to support State governments that
implement effective policies to cut energy
waste and modernize the electricity grid.

— Cut Carbon Pollution by Building
on the Success of Existing Public
and Private Energy Efficiency Part-
nerships. Over the next four years, the
President is also committed to accelerating
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self-referral of ancillary services leads to a higher
volume when combined with fee-for-service pay-
ments, a finding consistent with GAO analysis.
The Budget encourages more appropriate use of
ancillary services by only allowing providers who
meet certain accountability standards to self-refer
radiation therapy, therapy services, and advanced
imaging services. In addition, the Budget would
modernize Medicare payments for clinical labo-
ratory services by more closely aligning payment
levels with the private sector and granting the
Secretary authority to make other appropriate

payment adjustments, as well as supporting poli-
cies to encourage electronic reporting of labora-
tory results. The Budget would also expand the
availability of Medicare data released to physi-
cians and other providers for performance im-
provement, fraud prevention, value-added analy-
sis, and other purposes. In addition, the Budget
would reduce payment of physician administered
Part B drugs from 106 percent of average sales
price to 103 percent of average sales price. These
proposals would save approximately $20 billion
over 10 years.

MAKING FURTHER TOUGH CHOICES TO REDUCE THE DEFICIT

As part of a balanced deficit reduction plan, the
Budget includes other tough choices to cut spend-
ing and find further savings in other mandatory
programs across the Government. These addi-
tional savings proposals include:

Maintain Farm Safety Net While Mak-
ing Common-Sense Reforms. The President
is committed to building a strong rural economy
by ensuring targeted investments in renewable
energy, infrastructure, conservation, and agri-
cultural, food, and environmental research. The
farm sector continues to be one of the strongest
sectors of our economy, with net farm income ex-
pected to reach $128 billion in 2013, a nominal
record and the highest level in real terms since
1973. With the continuing high value of both crop
and livestock production, income support pay-
ments based upon historical levels of production
can no longer be justified. The Budget proposes
to reform agricultural programs while reducing
spending by $38 billion over 10 years.

A key reform and cost savings is the elimina-
tion of “direct payments,” while providing manda-
tory disaster assistance to livestock and orchard
producers to protect them from significant losses,
such as those experienced in the recent drought.
The Budget also proposes to reduce subsidies for
crop insurance companies by establishing a rea-
sonable rate of return to participating crop insur-
ance companies and reducing the reimbursement
rate of administrative and operating costs. In

addition, the Budget proposes to reduce produc-
ers’ premium subsidy by three basis points for
policies with subsidies greater than 50 percent
and reducing the subsidy for the harvest price op-
tion by two basis points. Conservation programs
are strengthened by the creation of a new agri-
cultural conservation easement program, which
would combine programs designed to preserve
wetlands, agriculture land, and grasslands under
one streamlined program. To offset the cost of
the new program, the Budget proposes to reduce
the Conservation Reserve Program to 25 million
acres from 32 million acres and cuts the Conser-
vation Stewardship Program from 12.7 million to
10.3 million acres. At the same time, the Bud-
get targets funding for priorities such as bioen-
ergy, specialty crops, organic foods, and beginning
farmer assistance.

Restrain Increases in Federal Civilian
Worker Pay. Putting the Nation back on a sus-
tainable fiscal path will take some tough choices
and sacrifices. Federal civilian employees are
central to the Federal Government’s success in
serving the American people. They assure the
safety of the country’s food and airways, defend
the homeland, provide health care to the Nation’s
veterans, search for cures to devastating diseases,
and provide vital support to our troops at home
and abroad. The men and women who serve their
fellow Americans as civilian Federal workers are
patriots who work for the Nation often at great
personal sacrifice; they deserve our respect and
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REORGANIZING, CONSOLIDATING, AND STREAMLINING
GOVERNMENT

Over the years, the Federal Government has
become increasingly complex, as agencies have
been assigned new missions and duties in their
service to the American people. At times, this has
resulted in agencies with duplicative and over-
lapping responsibilities that have wasted tax-
payer resources and made it harder for the public
to navigate their Government. The Administra-
tion has been working to address this problem
over the last four years. In its last report on
duplication within the Federal Government, the
Government Accountability Office concluded that
more than three-quarters of its recommendations
for Executive Branch action had been addressed
in some way.

However, the Administration is commit-
ted to doing more to consolidate and stream-
line Government operations. That is why the
President is again asking the Congress to re-
vive an authority that Presidents had for almost
the entire period from 1932 through 1984—the
ability to submit proposals to reorganize the
Executive Branch via a fast-track procedure. In
effect, the President is asking to have the same
authority that any business owner has to reorga-
nize or streamline operations to meet changing
circumstances and customer demand.

Building on the progress already made, the
Budget includes a series of proposals to con-
solidate and reorganize Executive Branch
departments, including to:

Consolidate Business and Trade Pro-
motion Into a Single Department. As the
President indicated in 2012, if he is given Presi-
dential reorganization authority, his first proposal
would be to consolidate a number of agencies and
programs into a new Department with a focused
mission to foster economic growth and spur job
creation. The proposal would consolidate six pri-
mary business and trade agencies, as well as other
related programs, integrating the Government’s
core trade and competitiveness functions into
one new Department. Specifically, the new

Department would include the Department of
Commerce’s core business and trade functions,
the Small Business Administration, the Office of
the U.S. Trade Representative, the Export-Import
Bank, the Overseas Private Investment Corpora-
tion, and the U.S. Trade and Development Agen-
cy. It would also incorporate related programs
from a number of other departments, including
the Department of Agriculture’s business devel-
opment programs, the Department of the Trea-
sury’s Community Development Financial In-
stitutions Fund program, the National Science
Foundation’s (NSF) statistical agency and in-
dustry partnership programs, and the Bureau of
Labor Statistics from the Department of Labor.
Creating a department solely focused on econom-
ic growth would also require moving the National
Oceanic and Atmospheric Administration from
the Department of Commerce to the Department
of the Interior.

By bringing together the core tools to expand
trade and investment, grow small businesses, and
support innovation, the new Department would
coordinate these resources to maximize the ben-
efits for businesses and the economy. With more
effectively aligned and deployed trade promotion
resources, strengthened trade enforcement capac-
ity, streamlined export finance programs, and en-
hanced focus on investment in the United States,
the Government could more effectively imple-
ment a strong, pro-growth trade policy. This reor-
ganization would also help American businesses
compete in the global economy, expand exports,
and create more jobs at home. These changes
could generate approximately $3 billion in sav-
ings over the next 10 years, with roughly half of
the savings coming from reducing overhead and
consolidating offices and support functions. Ad-
ditional comparable savings would be generated
through programmatic cuts once the synergies
from consolidation are realized.

Consolidate 90 STEM Education Pro-
grams. Currently, Federal initiatives to pro-
mote STEM education are spread across the
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on a comprehensive review of GSA’s operations,
the Budget is proposing realignment and stream-
lining of key GSA functions that will result in
estimated cost savings exceeding $200 million
over 10 years. Consolidating reporting struc-
tures within GSA will increase accountability
in decision-making in areas such as finance, hu-
man resources, and IT, and generate cost savings
by eliminating redundancies. Further reforms
to GSA’s Public Buildings Service and Federal
Acquisition Service are designed to deliver consis-
tency across organizational units, particularly in
service delivery and policy application, ensuring
GSA serves Federal agencies as a single national
solutions provider.

Reform Food Aid. The existing P.L. 480 Ti-
tle II food aid program, which is administered
by the U.S. Agency for International Develop-
ment and funded through the U.S. Department
of Agriculture, includes numerous requirements
that raise the cost of providing food aid and re-
duce its timeliness and effectiveness in respond-
ing to humanitarian crises and fighting hunger
abroad. The proposed reform replaces P.L. 480
Title II funding with an equivalent amount of
flexible discretionary funding that will provide
aid to over two million more people annually. At
the same time, the less rigid funding stream will
give the United States far greater ability to pro-
vide aid when, where, and in the form that it can
be most effective. The program will use a majority

of emergency food aid funding to purchase and
ship food from the United States, will supplement
the existing level of support for certain militarily
useful ships, and will facilitate the retention of
U.S. mariners. In addition to helping more peo-
ple in crisis, the reform will reduce mandatory
spending—and the deficit—by an estimated $500
million over a decade.

Prioritize Immigration Detention Re-
sources. The Administration has focused its
immigration enforcement efforts on identifying
and removing individuals who pose a danger to
national security or a risk to public safety, includ-
ing aliens convicted of crimes, with particular
emphasis on violent criminals, felons, and repeat
offenders. To ensure the most cost-effective use
of Federal dollars, the Budget focuses detention
capabilities on priority and mandatory detainees,
while allowing low-risk, non-mandatory detain-
ees to enroll in lower cost, parole-like alternatives
to detention programs, such as electronic moni-
toring and intensive supervision. As the Admin-
istration continues to focus on priority removal
cases, it will work to reduce the time removable
aliens spend in immigration detention custody.
To achieve this goal, U.S. Immigration and Cus-
toms Enforcement is improving its ability to expe-
dite removal of convicted criminal aliens, so they
do not require lengthy stays in U.S. immigration
detention custody prior to deportation.

USING EVIDENCE TO GET BETTER RESULTS

In its first term, the Administration developed
innovative grant programs that drive resources
to evidence-based practices and require strong
evaluations to build knowledge of what works.
In partnership with policy officials, researchers,
and program managers, the Administration will
expand the use of these models in other priority
program areas in 2014.

Pay for Success. To ensure taxpayers get the
best possible return on their investment in social
programs, the Administration is expanding the
Pay for Success program model started in 2012.

Pay for Success leverages philanthropic and pri-
vate dollars to fund preventive services up front,
with the Government paying providers only after
they generate results that save taxpayer mon-
ey. In 2012, the Department of Justice awarded
grants to two States for Pay for Success projects to
prevent recidivism, and in 2013 the Department
of Labor expects to support training programs us-
ing this model. In 2014, the Administration will
broaden its support for Pay for Success, reserving
up to $195 million in the areas of job training, ed-
ucation, criminal justice, housing, and disability
services.
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Create Performance Partnerships That
Provide Flexibility While Demanding Re-
sults. Inconsistent and overlapping Federal
program requirements sometimes prevent States
and localities from effectively coordinating ser-
vices or using funding to support strategies that
are likely to achieve the best outcomes. For 2014,
the Budget proposes establishing a limited num-
ber of Performance Partnership pilots designed to
improve outcomes for disconnected youth, includ-
ing young adults who have dropped out of school
and are not employed. Approved performance
partnerships designed at the State or local level
could blend discretionary funds for youth-serving
programs at the Departments of Education, HHS,
Labor, Justice, Housing and Urban Development
(HUD), and other agencies, in exchange for
greater accountability for results. Performance
indicators, such as education and employment
outcomes, would be used to gauge progress, and
evaluations would study what locally designed
strategies work best. The Administration will
learn from community leaders about the poten-
tial for similar performance partnerships, ex-
changing greater flexibility over funds for greater
accountability for results, to revitalize distressed
communities and reduce youth violence.

Inject Performance Focus Into More Pro-
grams. The Budget takes other steps to inject
an emphasis on outcomes into programs that
have lacked that focus for too long. For exam-
ple, the Budget consolidates and establishes new
performance requirements in programs rang-
ing from rural and cooperative grant programs

at the Department of Agriculture to the Federal
Emergency Management Agency first responder
grants. The Budget also continues the implemen-
tation of the historic requirement for low-per-
forming Head Start grantees to compete for fund-
ing, establishes performance standards in the
Community Services Block Grant program and
requires competition for programs below those
standards, and allocates Senior Corps funding on
a competitive basis.

Support Initiatives That Can Produce
Cost-Effective Results. The Budget makes
additional investments in programs where the
evidence suggests long-term savings outweigh
short-term costs. For example, the President’s
historic investment in early childhood education
reflects the deep body of research showing that
high-quality early interventions can yield lasting
savings to the Government and society through
improvements in children’s educational, employ-
ment, health, and other outcomes. New criminal
justice investments, including State partner-
ships through the Justice Reinvestment Act, and
grants through the Second Chance Act, may not
only reduce crime and imprisonment, but also
generate savings over the long run. This is also
true of the Hawaii Opportunity Probation and
Enforcement program’s “swift and certain” ap-
proach to sanctions for probationers, which the
Budget proposes to continue expanding and eval-
uating. To support and evaluate these efforts, the
Budget strongly encourages cost-benefit analyses
in States, as well as Federal agencies.

STRENGTHENING EVALUATION AND SHARING WHAT WORKS

Rigorous evaluations identify what works,
under what conditions, and at what cost. They
can also show what doesn’t work and should
stop. Innovative companies constantly use data
and experimentation this way—to drive learning
and improvement. Building on their lessons, the
Administration is intensifying its use of evalu-
ation and experimentation to build a culture of
learning and continuous improvement to ensure
Americans receive maximum value for their tax
dollars.

Learn and Share What Works. The Budget
supports new evaluations across the Government
to analyze program impacts such as investiga-
tions into how to: structure student aid in order
to increase college access for low-income stu-
dents; strengthen the impact of Federal technical
assistance to small businesses; strengthen per-
formance benchmarking and create new efficien-
cies across Federal health care programs operat-
ed by the Departments of Veterans Affairs (VA),
Defense, and HHS; use evidence-based home vis-
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iting programs to improve birth outcomes, reduce
low-birth weight, and improve infant health, and;
use increased local flexibility in housing assis-
tance to achieve positive outcomes for families,
including increased employment and self-suffi-
ciency. The Administration will also help poli-
cymakers, program managers, and practitioners
access strong evidence by continuing to expand
“what works” clearinghouses for proven practices,
such as the Department of Justice’s CrimeSolu-
tions.gov, the Department of Education’s What
Works Clearinghouse, the Substance Abuse and
Mental Health Services Administration’s Na-
tional Registry of Evidenced-based Programs and
Practices, and the Department of Labor’s new
Clearinghouse of Labor Evaluation and Research.

Share Data Across Agencies. Federal agen-
cies are also beginning to reduce the costs of high-
quality evaluations by using existing sources of
data within the Government rather than con-
ducting costly new surveys. The Budget provides
funds to link data across programs in order to
support high-quality, low-cost research. HHS and
HUD, for instance, are sharing data to analyze
how housing interventions affect the health care
use and costs of residents. VA and HUD are also
collaborating to streamline reporting by home-
lessness programs and to create a more compre-
hensive picture of homelessness trends and inter-
ventions. The Census Bureau is also working in
partnership with agencies to expand capacity for

researchers to securely access and analyze data
to evaluate programs in ways that safeguard pri-
vacy and confidentiality.

Strengthen Agency Capacity for Data An-
alytics and Evaluation. The Administration
is building a more robust evaluation and data
analytics infrastructure within agencies to sup-
port rigorous research focused on important pol-
icy priorities. Building on an approach that has
been successful at the Department of Labor, the
Budget includes funding for a Chief Evaluation
Officer at the Department of Agriculture to work
closely with program offices to develop and im-
plement evaluation agendas set by policy offi-
cials. As an example of cross-agency collabora-
tion, evaluation officials from the Departments of
Education, Labor, HHS, and NSF are developing
common evidence standards for research studies,
which can be a resource for improving the quality
of studies throughout the Federal Government.

Interagency learning networks comprised of
program, performance management, and evalu-
ation officials are now forming to develop shared
evaluation agendas and tools in areas as diverse
as reviewing outcomes for business technical
assistance programs, improving enforcement
programs that oversee compliance with health,
safety and environmental laws, operating finan-
cial literacy programs, and strengthening and
evaluating STEM programs.

MANAGING FOR RESULTS

To improve the effectiveness and efficiency of
Federal agencies, the Administration is imple-
menting goal-focused, data-driven approaches to
set priorities, benchmark progress, and ensure
staff and resources across the Government are
coordinating their efforts for maximum impact.

Use Goals and Frequent Data-Driven Re-
views. To emphasize and enhance performance
improvement practices across the Federal Gov-
ernment, in 2009 the Administration directed
agency leaders to set high-priority performance
goals (Priority Goals). Agencies set Priority

Goals every two years, with the current set estab-
lished for 2012-2013. The Deputy Secretary or
Chief Operating Officer of each agency runs quar-
terly progress reviews and designates a senior ac-
countable official responsible for driving progress
on each Priority Goal. Goal Leaders are expected
to select strategies based on evidence, set mile-
stones, and assess progress at least once a quar-
ter. They are also expected to use appropriately
rigorous evaluations and other studies to refine
understanding of problems and opportunities
and to improve results.
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Funding Highlights:

to the 2012 enacted level.

e Provides $22.6 billion in discretionary funding for the Department of Agriculture, roughly equal

e Reduces the deficit by $37.8 billion over 10 years by eliminating direct farm payments,
decreasing crop insurance subsidies, and targeting conservation programs.

Supports evidence-based decision-making by aligning program funding with performance
measures through the creation of a new rural development grant program, targeting forestry
grants and establishing a Chief Evaluation Officer within the Department.

Invests $4 billion in renewable and clean energy and environmental improvements to make
America more energy independent, and drive global competitiveness in the renewable energy
sector.

Increases funding for the Agriculture and Food Research Initiative to $383 million and targets
areas that are key to American scientific leadership: human nutrition and obesity, food safety,
bioenergy, sustainable agriculture, and climate change.

Provides $7.1 billion for the Special Supplemental Nutrition Program for Women, Infants, and
Children to help ensure good birth outcomes, growth and development for low-income and
nutritionally at-risk pregnant and post-partum women, infants, and children up to age five.

Targets housing and water treatment assistance primarily through lending that has a lower

cost to the Government.

* Leverages resources and works with Federal, State, and tribal partners to accelerate
voluntary adoption of conservation practices to improve water quality.

The U.S. Department of Agriculture (USDA)
provides leadership on issues related to food, ag-
riculture, and natural resources, including ener-
gy, based on sound public policy, the best available
science, and efficient management. USDA works
to expand economic opportunity through the de-
velopment of innovative practices and research

and provides financing needed to help expand
job prospects and improve housing, utilities, and
community infrastructure in rural America. The
Department also works to promote sustainable
agricultural production to protect the long-term
availability of food. USDA programs safeguard
and protect America’s food supply by reducing

59
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the incidence of food-borne hazards from farm to
table. USDA also improves nutrition and health
through food assistance and nutrition educa-
tion. USDA supports agricultural and economic
development in developing countries through re-
search and technical assistance to combat chronic
hunger and achieve global food security. Finally,
USDA manages and protects America’s public
and private lands by working cooperatively with
other levels of government and the private sec-
tor to preserve and conserve the Nation’s natural
resources through restored forests, improved wa-
tersheds, and healthy private working lands.

The 2014 Budget provides $22.6 billion in
discretionary funding to support this important
mission, roughly equal to the 2012 enacted level.
While investments are made in renewable energy,
rural development, and key research areas, the
Budget makes tough choices to meet the current
discretionary caps. Deficit reduction savings are
achieved by eliminating direct farm payments,
decreasing crop insurance subsidies, and better
targeting conservation funding.

Supports Evidence-Based Decision-
Making

Encourages Job Creation in Rural Com-
munities. The Budget proposes $55 million for
a new economic development grant program de-
signed to target small and emerging private busi-
nesses and cooperatives in rural areas. The pro-
gram will be designed to utilize evidence on what
works best to create jobs and foster growth. This
new program will award funding to grantees that
agree to be tracked against performance targets
and will improve upon the agency’s current grant
allocation and evaluation process. In addition,
funding is also requested for food hubs that are
designed to strengthen the link between rural
producers and regional food systems.

Evaluates Business Technical Assistance.
In 2014, USDA, along with the Department
of Commerce and the Small Business
Administration, will continue to participate in
an interagency group designed to evaluate the

impact of Federal business technical assistance
programs. USDA will look at the Rural Business-
Cooperative Service business programs with the
goal of developing a standard methodology for
measuring the impact of technical assistance
programs across the Federal Government.

Strengthens Targeting of State Forestry
Resource Grants and Public Land Restor-
ation Funds. The Budget strengthens resource
management on non-Federal lands by incorporat-
ing better data on grantee accomplishments and
natural resource outcomes to help guide future
Federal investment in State forestry grants. This
approach advances the recent shift toward cross-
program and competitive-based grant allocations
already underway by institutionalizing better
data collection and rewarding innovative projects
that increase natural resource outcomes, includ-
ing benefits to water quality from improved forest
stewardship and innovative uses of urban forest-
ry in emerging green infrastructure approaches.
It also supports Integrated Resource Restoration
pilots on Federal land that improve agency ef-
ficiency and forest restoration outcomes by en-
abling cross-disciplinary planning and execution.

Establishes a Chief Evaluation Officer.
To support evidence-based policy-making, the
Budget provides support for the establishment of
a Chief Evaluation Officer within USDA to work
closely with program offices and agencies to de-
velop and implement evaluation agendas and
priorities set by policy officials.

Fosters Innovation and Job Growth

Promotes Development of Rural Renew-
able Energy. The Budget proposes $4 billion in
loans to rural electric cooperatives and utilities
that will support the transition to clean-energy
generation. Specifically, this funding will be tar-
geted to decrease America’s reliance on fossil fu-
els and promote renewable and clean energy at
electric generation, transmission, and distribu-
tion sites in rural communities. In addition, the
Budget proposes a program level of $238 million
for the Rural Energy for America Program to as-
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sist agricultural producers and rural small busi-
nesses in developing renewable energy systems,
energy efficiency improvements, and renewable
energy development.

Spurs American Innovation by Advancing
Priority Research. USDA research has played
a key role in spurring innovation and advancing
technology that has allowed American agricul-
ture to experience increases in efficiency, sustain-
ability, and profitability. At the same time, the
Administration recognizes that continued fiscal
constraint requires trade-offs to focus resourc-
es on the most important priorities. Therefore,
the Budget proposes $383 million—a $119 mil-
lion increase above the 2012 enacted level—for
competitive research grants made through the
Agriculture and Food Research Initiative. The
Budget also increases in-house research in se-
lect areas such as crop protection, sustainable
agriculture, climate change, childhood obesity,
and food safety by $148 million; which includes
a reallocation of $125 million from lower prior-
ity projects. The Budget also continues funding
for the Census of Agriculture. The Budget pro-
vides $155 million for design and construction
of a new Athens, Georgia poultry lab, the high-
est USDA laboratory construction priority. The
Southeast Poultry Research Laboratory, which it
will replace, is the Department’s only laboratory
specially designed to conduct research on highly
infectious diseases of poultry.

Conserves Landscapes. For the first time
ever, the Budget proposes mandatory funding
for Land and Water Conservation Fund (LWCF)
programs in the Departments of the Interior and
Agriculture. These funds will assist in conserv-
ing lands for national parks, refuges, and forests,
including collaborative projects for Interior and
the U.S. Forest Service to jointly and strategically
conserve the most critical landscapes while im-
proving management efficiency. They will also
support the President’s America’s Great Outdoors
Initiative to promote job creation and economic
growth by strengthening the Nation’s natural in-
frastructure for outdoor recreation.

Prevents Hunger and Supports Healthy
Eating

Prevents Hunger. At a time of continued
need, the Administration strongly supports the
Supplemental Nutrition Assistance Program
(SNAP) and the Child Nutrition Programs, which
help families improve their nutrition and reduce
hunger. SNAP is the cornerstone of the Nation’s
nutrition assistance safety net, touching the
lives of more than 47 million people. The Budget
provides $7.6 billion for discretionary nutrition
programs, including $7.1 billion to support the
8.9 million individuals expected to participate
in the Special Supplemental Nutrition Program
for Women, Infants, and Children (WIC), which
is critical to the health of pregnant women, new
mothers, infants, and young children. The Budget
also provides resources for program integrity and
reproposes the continuation of certain temporary
SNAP benefits.

Supports Healthy Eating. The Budget
supports the implementation of the Healthy,
Hunger-Free Kids Act of 2010 with $35 million
in school equipment grants to aid in the provision
of healthy meals and continued support for other
school-based resources.

Makes Tough Choices and Targets
Reductions

Reduces Direct Housing Loans in Favor of
Guarantees. The Budget proposes a significant
reduction for the direct single family housing loan
program, providing a $360 million loan level for
2014 compared to the $900 million 2012 enacted
level. A lower direct loan level is sustainable, and
is expected to increase demand on the guarantee
loans to the point where USDA obligates the full
$24 billion proposed for 2014. This funding fa-
vors providing single family housing assistance
primarily through loan guarantees. Interest
rates are at their lowest level in decades, which
allows the Government to support loans through
the private credit market with a robust guaran-
teed single family housing loan level of $24 bil-
lion. In addition, improvements and innovations
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in the banking industry and the pervasiveness of
lending through the Internet have reduced signif-
icantly the “pockets of need” for credit that once
existed in rural America. Relying more on the
private banking industry to provide this service,
with a guarantee from the Federal Government,
is a more cost-efficient way to deliver housing
assistance.

Reduces Water and Wastewater Grants.
Consistent loan performance and low interest
rates have made USDA’s rural water and waste-
water direct loans less expensive to administer
and allows the Budget to propose $1.2 billion in
loan level from the $794 million level enacted in
2012. Higher loan levels at lower interest rates
means that less grant funding is needed to fund
each facility. Therefore, grants are funded at
$304 million compared to $433 million in 2012.
The combined grant-loan nature of the program
ensures that rural communities will continue to
receive an overall increase in program level assis-
tance of $278 million in 2014 for their water and
wastewater facility needs.

Government Crop Insurance Subsidies

In billions of dollars

amount since 1973. With the value of both crop
and livestock production at all-time highs, income
support payments based upon historical levels of
production can no longer be justified. The Budget,
therefore, proposes to eliminate so-called “direct
payments,” while providing mandatory disaster
assistance to producers to protect them from loss-
es. The Budget also proposes to reduce subsidies
for crop insurance and to better target conserva-
tion programs. As the chart indicates, crop insur-
ance subsidies have risen dramatically in recent
years. In total, these proposals will reduce the
deficit by $37.8 billion over 10 years.

Improves the Way Federal Dollars are
Spent

Protects Communities and Ecosystems
from Wildfire Damage. The Budget continues
the long-standing practice of fully funding the
10-year average cost of wildland fire suppression
operations. It provides an increase of $74 million
from the 2012 enacted level for new air tankers
and continues to support a modernized
aerial retardant delivery capability. In
addition, the Budget supports efforts to
improve landscape health and wildfire
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resilience and expand cooperative efforts
through the Collaborative Forest Land
Restoration program, and proposes a new
program to improve public-private part-
nerships in fire-prone areas to address
fire-related risks to municipal watersheds
and other public service utilities.

Continues Interagency Collaboration
to Improve Water Quality. The United
States has made great strides in improv-

ing water quality; however, “non-point”

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Source: USDA Risk Management Agency.

Reforms Farm Programs. The farm sector
continues to be one of the strongest sectors of the
U.S. economy, with net farm income expected to
increase 13.6 percent to $128.2 billion in 2013,
which would be the highest inflation-adjusted

source pollution remains a significant eco-
nomic, environmental, and public health
challenge that requires policy attention
and thoughtful new approaches. Over the
past year, USDA, the Environmental Protection
Agency, and State water quality agencies col-
laborated to select over 150 priority watersheds,
where voluntary conservation programs could be
targeted to aid in reducing water impairments
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from non-point source pollution. The Budget
builds upon this collaboration by having agencies
work with other key Federal partners, agricultur-
al producer organizations, conservation districts,
States, Tribes, non-governmental organizations,

and other local leaders to implement a monitor-
ing framework and begin collecting baseline per-
formance data to demonstrate that this focused
and coordinated approach can achieve significant
improvements in water quality.
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economic statistics, including gross domestic
product, are monitored and used by fiscal and
monetary policymakers and businesses in the
United States and throughout the world. The
Budget includes funding for the last year of the
three-year research and testing phase for the
2020 Decennial Census and a BEA initiative that
would provide new measures of foreign direct
investment and service exports.

Supports Evidence-Based Decision-
Making and Achieves Efficiencies

Enhances Evaluation of Technical Assistance
Programs. In 2014, Commerce, along with
the Small Business Administration and the
Department of Agriculture, will continue to par-
ticipate in an interagency group designed to
evaluate the impact of Federal business technical
assistance programs. Commerce will look at pro-
grams such as ITA’s Foreign Commercial Service,
with the goal of developing a standard method-
ology for measuring the impact of this type of
technical assistance program across the Federal
Government. Also, in response to a Presidential

Memorandum on Accelerating Technology
Transfer and Commercialization, NIST is
improving and expanding technology transfer
metrics and goals to measure the extent that
NIST research and development is contributing
to the competitiveness of U.S. industry.

Realizes Savings and Efficiencies. The
Budget achieves savings of approximately $30
million in 2014 weather satellite development
costs, with the potential for more savings over the
life-cycle of these programs through reductions
to overhead and savings in program content.
Additionally, the Administration is taking specif-
ic actions to strengthen management of weather
satellites, including enhancing satellite systems
engineering expertise at NOAA and increasing
oversight of these programs. Also, the Budget
supports the Administration’s Government-
wide efforts to consolidate funding for several
science, technology, engineering, and mathemat-
ics (STEM) programs into the Department of
Education and the National Science Foundation,
in order to support robust and visible initiatives
in K-12 instruction, undergraduate education,
and other educational programming.
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e Saves over $200 million from 2010 levels through administrative efficiencies and reduced
spending in travel, printing, supplies, and advisory services.

The Department of the Interior’s (DOI’s) mis-
sion is to protect America’s natural resources and
cultural heritage; manage development of ener-
gy and mineral resources on Federal lands and
waters; provide scientific and other information
about those resources; and honor its trust respon-
sibilities and special commitments to American
Indians, Alaska Natives, and Insular areas. In
support of this mission, the Budget provides
$11.7 billion for DOI, a four percent increase over
the 2012 enacted level. The Budget represents an
unprecedented commitment to America’s natural
heritage by proposing mandatory funds for Land
and Water Conservation Fund (LWCF) programs.
This funding will provide the stability needed for
agencies and States to make strategic, long-term
investments in our natural infrastructure and
outdoor economy to support jobs, preserve natu-
ral and cultural resources, bolster outdoor rec-
reation opportunities, and protect wildlife. The
Budget also includes legislative proposals that
will save taxpayers more than $3 billion over the
next 10 years, including reforms to fees, royalties,
and other payments related to oil, gas, coal, and
other mineral development on Federal lands and
waters.

Promotes Economic Growth by Investing
in Our Natural and Energy Resources

Creates Jobs Through Conservation and
Recreation. The America’s Great Outdoors
(AGO) initiative supports Federal, State, local,
and tribal conservation efforts, while reconnect-
ing Americans, particularly young people, to the
outdoors. Investments for AGO programs sup-
port conservation and outdoor recreation activi-
ties nationwide that create and maintain millions
of jobs, generate hundreds of millions of dollars
in tax revenue, and spur billions in total nation-
al economic activity. For the first time ever, the
Budget proposes mandatory funding for LWCF
programs in the Departments of the Interior and
Agriculture, including $200 million in manda-

tory funds out of $600 million overall for LWCF
programs in 2014. Starting in 2015, the Budget
proposes $900 million annually in mandatory
funding, which is equal to the amount of oil and
gas receipts deposited in the LWCF each year.
In 2014, $356 million is proposed to conserve
lands in or near national parks, refuges, forests,
and other public lands, including $169 million in
collaborative LWCF funds for DOI and the U.S.
Forest Service to jointly and strategically con-
serve the most critical landscapes. The Budget
also proposes $15 million in LWCF funding to re-
vive the Urban Parks Recreation and Recovery
Program, which can help revitalize urban parks
and increase access to trails, green space, and
other recreational areas in the most underserved
urban communities. Other AGO programs in-
clude grant programs that assist States, Tribes,
local governments, landowners, and private
groups (such as sportsmen) in preserving wildlife
habitat, wetlands, historic battlefields, regional
parks, and the countless other sites that form the
mosaic of our cultural and natural legacy. They
also include funds for operating national parks,
refuges, and public lands, which are critical for
conserving natural and cultural resources, pro-
tecting wildlife, and drawing recreational tour-
ists from across the United States and the world.

Protects and Restores Water Resources
and Infrastructure. The Budget invests in the
safety, reliability, efficiency, and ecological sus-
tainability of our water infrastructure, to ensure
the continued delivery of water and power to mil-
lions of customers and serve as a foundation for
a healthy economy, especially in the arid West.
The Budget continues investments in the pro-
tection and restoration of fragile aquatic ecosys-
tems, such as California’s Bay-Delta and the San
Joaquin River, to ensure that such environmental
treasures are available for future generations.
These investments are made possible by mak-
ing difficult choices elsewhere, finding savings
and consolidations, and reaping the benefits of
smart choices made in previous years. Examples
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Strengthens the Economy Through
Environmental Investments

Promotes Economic Growth with Funding
for Brownfields. Brownfields are lightly con-
taminated sites, many in economically hard-hit
areas, where the presence or potential presence
of contamination may keep these sites from be-
ing used productively. The Budget leverages
funding from across the Federal Government,
as well as State, local, and private investment
in order to promote job creation and economic
growth in these communities through initiatives
such as the Urban Waters Federal Partnership,
the Partnership for Sustainable Communities,
and Strong Cities, Strong Communities. In or-
der to support these initiatives and communities
around the Nation while recognizing fiscal con-
straints, the Budget increases funding for tech-
nical assistance, but slightly reduces competitive
grant funds.

Continues to Fund the Great Lakes
Restoration Initiative. @ The Budget pro-
poses to maintain funding for the Great Lakes
Restoration Initiative at $300 million, which will
allow for continued ecosystem restoration efforts
while exercising fiscal restraint. This EPA-led
interagency effort to restore the Great Lakes fo-
cuses on priority environmental issues such as
cleaning up contaminated sediments and toxics,
reducing non-point source pollution, mitigating
habitat degradation and loss, and addressing
invasive species.

Supports Restoration of the Chesapeake
Bay. Funding for Chesapeake Bay restoration
is increased by $16 million to support Bay wa-
tershed States as they implement their plans
to reduce nutrient and sediment pollution in an
unprecedented effort to restore this economically
important ecosystem. EPA and Federal partners
will continue to coordinate with States, munici-
palities, and industry to restore the integrity of
this national treasure.

Supports State and Tribal Environmental
Programs. The Budget proposes $1.1 billion for
grants to support State and tribal implementation

of delegated environmental programs. The
support includes $257 million in State grant fund-
ing for air programs, an increase of $22 million
to assist States in addressing additional respon-
sibilities associated with greenhouse gas reduc-
tion efforts and other air pollutants, and $259
million in State water pollution control grants,
a $20 million increase, including $15 million to
improve nutrient management. The Budget
also proposes to increase funding for the Tribal
General Assistance Program (Tribal GAP) by $5
million. Tribal GAP funding builds tribal capaci-
ty and assists Tribes in leveraging other EPA and
Federal funding to contribute to a higher level of
environmental and health protection.

Enhances Interagency Efforts to Improve
Water Quality. The United States has made
great strides in improving water quality; however
non-point source pollution remains a significant
economic, environmental, and public health chal-
lenge that requires policy attention and thought-
ful new approaches. Key Federal partners, along
with agricultural producer organizations, conser-
vation districts, States, Tribes, non-governmental
organizations, and other local leaders will con-
tinue to work together to identify areas where
a focused and coordinated approach can achieve
decreases in water pollution. The Budget builds
upon the collaborative process already underway
among Federal partners to demonstrate substan-
tial improvements in water quality from conser-
vation programs by coordinating efforts between
the Department of Agriculture (USDA) and EPA
programs, such as EPA’s Nonpoint Source Grants
and Water Pollution Control Grants and USDA’s
Farm Bill conservation programs. This coordi-
nation will allow for more effective, targeted in-
vestments at the Federal and State level during
a time of constrained budgets, and will ensure
continued improvements in water quality.

Leverages Cost Effective Tools. Through
the Urban Waters Federal partnership, Federal
agencies, including EPA, are working together to
help communities restore waterways and realize
the economic, environmental, and social benefits
of clean water. In many cities, stormwater has
become a growing challenge to protecting and
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the Budget Control Act’s cap adjustment. SBA’s
Disaster Loans Program provides low-interest
disaster loans to homeowners, renters, and busi-
nesses of all sizes whose property is damaged or
destroyed in a disaster.

Fosters Entrepreneurship and Expands
Opportunities for Small Business
Growth

Invests in Small Business Leadership
Program. The Budget includes $40 million for
Emerging Leaders, an entrepreneurial education
initiative that SBA initially launched in 2008
to educate existing small businesses with the
potential to grow their business. The revamped
program will become a public-private partner-
ship, funded with SBA and private matching
dollars, to support a small business leadership
model built on the best practices of other working
private sector and non-profit models.

Invests in Entrepreneurship Training
for America’s Transitioning Veterans. The
Budget provides $7 million to support SBA’s Boots
to Business initiative, which will build upon SBA’s
successful pilot programs that provide veterans
transitioning to civilian life with the training and
tools they need to start their own businesses. The
Boots to Business initiative will reach veterans
of all military branches nationwide by offering
informational videos, 90-minute introduction to
entrepreneurship sessions, a two-day entrepre-
neurship classroom course, and an eight-week
online entrepreneurship course as part of the
Department of Defense’s enhanced Transition
Assistance Program.

Supports Entrepreneurship Counseling
and Regional Economic Development. The
Budget includes $210 million for SBA’s non-
credit technical assistance programs, including
$104 million for Small Business Development
Centers and $20 million in technical assistance
for microloan programs, to help businesses get
started. The Budget also includes $5 million
each for SBA’s growth accelerators program and
Regional Innovation Clusters program, which

help connect small businesses with universities,
venture capitalists, and regional industry lead-
ers to leverage a region’s unique assets to turn
entrepreneurial ideas into sustainable high-
growth small businesses.

Provides Small Businesses with Increased
Federal Contracting and Exporting
Resources. The Budget provides $4 million
for SBA to hire 32 new Procurement Center
Representatives, who will be strategically embed-
ded across the Federal Government to increase
the small business share of Federal procurement
awards through such actions as reserving pro-
curements for competition among small business
firms and providing small business sources to
Federal buying agents. In addition, the Budget
provides $2 million to support the work of the
President’s Export Promotion Cabinet, helping
small businesses to expand their exporting capa-
bilities and thereby increase their revenue.

Provides a One-Stop Shop for Federal
Business Assistance Resources. The Budget
provides $6 million for SBA to fund its contribution
to BusinessUSA, an interagency Administrative
initiative to streamline and integrate customer
service and program information across Federal
programs that support small businesses and ex-
porters. BusinessUSA will provide a one-stop
shop for businesses looking for assistance from
the Federal Government or looking to do business
with the Federal Government, rather than mak-
ing businesses search for and solicit a number
of separate websites and points of contact. This
consolidation of resources enables entrepreneurs
and small businesses to find and use Government
services more efficiently.

Supports Evidence-based Decision
Making and Increases Ouversight

Enhances Evaluation of Technical
Assistance Programs. SBA, along with the
Departments of Commerce and Agriculture, will
continue to participate in an interagency group
designed to evaluate the impact of Federal busi-
ness technical assistance programs. SBA will
evaluate its programs, such as Small Business
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Development Centers, with the goal of develop-
ing a standard methodology for measuring the
impact of these types of technical assistance
programs across the Federal Government. The
Budget provides $3 million to support evidence-
based and evaluation activities at SBA.

Enhances Oversight Activities of Tax-
payer Dollars. The Budget provides $20 mil-
lion for SBA’s Office of the Inspector General, a
$3 million increase over the 2012 enacted level.
This funding will support the Inspector General’s
efforts to detect and prevent waste, fraud, and
abuse across SBA’s programs, including the
Business and Disaster Loans Programs.



CUTS, CONSOLIDATIONS, AND SAVINGS

Whether the Budget is in surplus or deficit,
wasting taxpayer dollars on programs that are
outdated, ineffective, or duplicative is wrong.
Given the current fiscal environment, it is criti-
cal that we redouble our efforts to scour the
Budget for waste and make tough decisions
about reducing funding for or ending programs
that are laudable, but not essential. This exer-
cise is difficult but necessary, and it builds on
efforts the Administration has undertaken since
the President first took office.

The Administration has already made signifi-
cant progress in cutting waste in areas across
the Government. We have successfully targeted
a series of programs for elimination, reduction,
or consolidation. For example, at the Depart-
ment of Defense, we eliminated the F-22 fighter
aircraft that were no longer needed as part of the
new defense strategy developed by our military
leadership, and the Expeditionary Fighting Ve-
hicle, which was performing poorly. These and
other program terminations at the Pentagon will
save over $20 billion. At the Department of Ag-
riculture (USDA), we closed or consolidated 260
USDA field offices, saving $58 million. At the
Department of Health and Human Services, we
ended three duplicative health programs, saving
taxpayers over $380 million.

As part of the President’s Campaign to Cut
Waste, we have cut unnecessary travel and
conference spending by billions of dollars, and
overall administrative spending in areas such
as printing, fleet management, and advisory
service contracts by billions more. In aggre-
gate, agencies have targeted $8.8 billion in an-
nual administrative savings by the end of 2013
as detailed in this section. The Administra-

tion has already announced significant progress
made toward this goal and will provide periodic
updates on savings achieved during the year. We
are selling off excess Federal real estate. We
are also leveraging the buying power of the
Federal Government to save money on the pur-
chase of commodity goods such as office sup-
plies and shipping services.

The President has also engaged the Federal
workforce and the public in cutting waste
through his SAVE Award program, tapping the
knowledge and expertise of frontline employees.
Over the last three years, 66 SAVE Award ideas
have been included in the President’s Budget,
ranging from ending the mailing of the Federal
Register to Government offices to automatically
powering off computers at the Department of
Labor.

In each of the President’s first three Budgets,
he identified, on average, more than 150 termi-
nations, reductions, and savings proposals, total-
ing nearly $25 billion each year. In last year’s
Budget, the Administration detailed 210 cuts,
consolidations, and savings proposals, totaling
more than $24 billion in 2013. This year, the
Budget includes a total of 215 cuts, consolida-
tions, and savings proposals, which are projected
to save more than $25 billion in 2014, and $539
billion through 2023.

Discretionary and mandatory cuts, consolida-
tions, and savings proposals are detailed on the
following tables, as well as savings activities
agencies are undertaking that require no fur-
ther action by the Congress, many of which were
suggested through the President’s SAVE Award.
Savings from program integrity proposals, to-
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taling $98 billion through 2023, are detailed in
the Budget Process chapter of the Analytical
Perspectives volume.

As these tables show, the Budget includes a
robust package of proposals that modify Medi-
care provider payments totaling $306 billion
over the next 10 years. These include a number
of measures detailed in Table S—-9 (see Summary
Tables section of this volume), including a propos-
al to align Medicare drug payment policies with
Medicaid rebate policies for low-income benefi-
ciaries, allowing Medicare to benefit from lower
drug prices. This change alone will save $123 bil-

lion over the next 10 years. The Budget takes
other critical steps to save money, such as closing
the loophole in current law that allows people to
collect both full disability benefits and unemploy-
ment benefits that cover the same period of time.
Shutting this loophole will save $1 billion over 10
years. The single biggest consolidation proposed
this year is in the area of science, technology, en-
gineering, and mathematics (STEM) education,
where the Administration is proposing a bold re-
structuring of STEM education programs—con-
solidating 90 programs and realigning ongoing
STEM education activities to improve the deliv-
ery, impact, and visibility of these efforts.



THE BUDGET FOR FISCAL YEAR 2014

173

DISCRETIONARY CUTS, CONSOLIDATIONS, AND SAVINGS

(Budget authority in millions of dollars)

2014 Change
2012 2014 from 2012
Cuts

Agricultural Marketing Service - Microbiological Data Program, Department of AGriCUUIE" ............ooceeeimeinimerneiecneeseeseesssenis 5 -5
Agricultural Marketing Service - Pesticide Recordkeeping Program, Department of Agriculture’ 2l -2
Alaska Conveyance Program, Department of the Interior 29 17 -12
Area Health Education Centers, Department of Health and Human Services 271 -27
Assistance for Europe, Eurasia, and Central Asia, Department of State and Other International Programs 627 497 -130
Beach Grants, Environmental Protection Agency 100 -10
Brownfields Projects, Environmental Protection Agency 95 85 -10
Bureau of Indian Affairs Construction, Department of the Interior 124 107 -17
Bureau of Indian Affairs Housing Improvement Program, Department of the Interior’ 13 -13
Bureau of Labor Statistics’ Green Jobs Program, Department of Labor 8 -8
Bureau of Labor Statistics’ Mass Layoff Statistics Program, Department of Labor! 20 -2
C-130 Avionics Modernization, Department of Defense 208 . -208
C-27 Joint Cargo Aircraft, Department of Defense 480 -480
Capacity Building (Section 4 and Rural Housing), Department of Housing and Urban Development 40 20 -20
Centers for Disease Control and Prevention Direct Healthcare Screenings, Department of Health and Human Services 257 225 -32
Chemical Risk Management Fibers Program, Environmental Protection Agency 20 -2
Children’s Hospital Graduate Medical Education Payment Program, Department of Health and Human Services 265 88 -177
Christopher Columbus Fellowship FOUNGALION ..ot ssssesssensiesenss | evveeene| e | v
Clean Automotive Technologies, Environmental Protection AGeNncy ..........ccocvevvceneeniennees 16 -16
Clean Water and Drinking Water State Revolving Funds, Environmental Protection Agency 2,384 1,912 472
CMRR Facility, Department of Energy 200 35 -165
Community Services Block Grant, Department of Health and Human Services 679 350 -329
Computer and Information Science and Engineering Research Programs, National Science Foundation:

Interface Between Computer Science and Economics and SOCIal SCIENCES ..........cuuveiriieeriiriiniieeisesiseeeeesesssssesessseeeees 7 e -7

Network Science and Engineering 3 -3

Social-Computational Systems ... 7| e -7

Virtual Organizations ... 5 -5
Cruiser Modernization Program, Department of Defense ............ 573 11 -562
Cyber-Enabled Discovery and Innovation Program, National Science Foundation 29 -29
Diesel Emissions Reduction Grant Program, Environmental Protection Agency 30 6 24
Drawdown of Military End Strength, Department 0f DEFENSE ........c.cvuiuriiiiiinierinieseesieesssiesise s ssssssssssssssesssesnseees | aeveeens -1,384 -1,384
Economic Impact Grants, Department of AGHCUIUIE! ..ot 6] -6
Education Research Centers and Agricultural Research, Department of Health and Human Services:

Agricultural, Forestry, and Fishing Program' 26 —26

Education Research Centers’ ...........couerereerneennennreenneeens 29 -29
Electric Guaranteed Underwriting Loan Program, Department of Agriculture 1 -1
Elimination of Overlapping Programs, Department of Labor:

Veterans Workforce INVESIMENt PrOGram ! ...ttt 15 -15

Women in Apprenticeship in Non-Traditional Occupations’ 11 -1
Environmental Education, Environmental Protection Agency 100 -10
Farm Service Agency Discretionary Conservation Programs, Department of Agriculture’ 5 -5
Federal Flight Deck Officer Program, Department of Homeland Security 25 L -25
Fissile Materials Disposition, Department of Energy 685 503 -182
Fossil Energy Research and Development, Department of Energy . 534 421 -113
Geographic Programs, Environmental Protection Agency ........... 30 17 -13
Global Hawk Unmanned Aerial Vehicle, Department of Defense ......... 324 -324
Grants for Abstinence-Only Programs, Department of Health and Human Services 5 -5
Grants-in-Aid for Airports, Department of Transportation' 3,350 2,900 —-450
Harry S. Truman Scholarship Foundation 11 -1
Health Care Services Grant Program, Department of Agriculture’ 3 -3
Health Careers Opportunity Program, Department of Health and Human Services 15 -15
High Energy Cost Grants, Department of AGHCUIUIET .........c..curiuimrieieeseiseiese sttt 100 -10
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DISCRETIONARY CUTS, CONSOLIDATIONS, AND SAVINGS—Continued

(Budget authority in millions of dollars)

2014 Change
2012 2014 from 2012
High Intensity Drug Trafficking Areas, Office of National Drug COntrol PONCY ... 239 193 -46
High Mobility Multipurpose Wheeled Vehicle Modernized Expanded Capacity Vehicle Recapitalization, Department of Defense ..... 4 —4
HOME Investment Partnerships Program, Department of Housing and Urban Development 1,000 950 -50
Hospital Preparedness Program, Department of Health and Human Services 380 255 -125
Housing for Persons with Disabilities, Department of Housing and Urban Development 165 126 -39
Hypersonics, National Aeronautics and Space Administration’ 25 4 =21
Impact Aid - Payments for Federal Property, Department of Education’ 1,291 1,224 -67
International Forestry, Department of Agriculture' 8 4 —4
Investigator-Initiated Research Grants, Department of Health and Human Services 43 29 -14
Joint Air-to-Ground Missile Program, Department of Defense 235 21 -214
Joint High Speed Vessel, Department of Defense 372 3 -369
Light Attack and Armed Reconnaissance Aircraft, Department of Defense . 115 -115
Low Income Home Energy Assistance Program, Department of Health and Human Services 3,472 3,020 -452
Low-Priority Studies and Construction, Corps 0f ENGINEEIS ...t 1,819 1,440 -379
Mathematics and Physical Sciences Research Programs, National Science Foundation:
Cerro Chajnator Atacama Telescope Design and Development 20 -2
Cultural Heritage Science 4 -4
Grid Computing 20 -2
International Materials Institutes’ 20 -2
Mathematical Physics 20 -2
Solar Energy Initiative (SOLAR) ... 2l -2
University Radio Observatories 8 6 -2
Mine Safety and Health Administration State Grants Program, Department of Labor . 8 -8
Nanoscale Science and Engineering Centers, National Science Foundation 31 12 -19
National Drug Intelligence Center, Department of Justice' .... 200 -20
National Heritage Areas, Department of the Interior’ 17 9 -8
National Pre-Disaster Mitigation Fund, Department of Homeland Security 36| -36
National Undersea Research Program, Department of Commerce' 4 -4
National Wildlife Refuge Fund, Department of the Interior' 14 L -14
Office of Assistant Secretary Grant Programs, Department of Health and Human Services 89 67 -22
Office of the Special Trustee for American Indians, Department of the Interior 152 140 -12
Patient-Centered Health Research, Department of Health and Human Services' 170 -17
Pest and Disease Programs, Department of Agriculture' 817 798 -19
Precision Tracking and Space System, Department of Defense 81 -81
Presidio Trust 120 -12
Preventive Health and Health Services Block Grant, Department of Health and Human Services' 80| -80
PRIME Technical Assistance, Small Business Administration' 4 -4
Promoting Greener Economies, Environmental Protection Agency 3 -3
Public Broadcasting Grants, Department of AGrCUIUIET ..ottt 3 -3
Public Outreach Programs, National Science Foundation:
Communicating SCIENCE BIOAAIY! ..........cvuuiuuricimiireeieieeiesie it 20 -2
Connecting Researchers with Public Audiences' 4 -4
REACH, Department of Health and Human Services 14 L -14
Rehabilitation Act Programs, Department of EQUCAHIONT ..ottt 36 -36
Research, Education, and Extension Grants, Department of Agriculture:
ANIMAL HEAIN (SEC. 1433)" ...ttt 4 —4
Capacity Building: Non-Land Grant Colleges’ 4 -4
Competitive Grants for Policy Research' 4 -4
Critical Agricultural Materials’ 1 -1
Farm Business Management and Benchmarking' 11 -1
Food Animal Residue Avoid Database’ 1 -1
Forest Products Research’ 1 -1
Methyl Bromide Transition PrOGram? ..ot 2] -2
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DISCRETIONARY CUTS, CONSOLIDATIONS, AND SAVINGS—Continued
(Budget authority in millions of dollars)
2014 Change
2012 2014 from 2012
Potato Breeding Research (Competitive)' 1 -1
Rangeland Restoration’ 1 -1
Rural Health and Safety’ 20 -2
Sungrants' 2l -2
Supplemental and Alternative Crops’ 1 -1
Water Quality’ 5 -5
Youth Organizations' 1 -1
Rural Access to Emergency Devices, Department of Health and Human Services' 11 -1
Rural Community Facilities, Department of Health and Human Services' 5 -5
Rural Hospital Flexibility Grant Programs, Department of Health and Human Services 41 26 -15
Rural Multifamily Housing Preservation Grants, Department of Agriculture’ 4 4
Rural Single Family Housing Grant Programs, Department of Agriculture ... 60 35 -25
Sea-Based X-Band Radar, Department of Defense ..o 177 45 -132
Second Line of Defense, Department of ENErgy’ ... 262 140 -122
Sensors and Sensing Systems, Engineering Research Programs, National Science Foundation’ 5 2 -3
Single Family Housing Direct Loans, Department of Agriculture 43 10 -33
Standard Missile-3 Block I1B, Department of Defense 13 -13
State and Volunteer Fire Assistance Grants, Department of Agriculture’ 99 81 -18
State Criminal Alien Assistance Program, Department of Justice 240 -240
State Indoor Radon Grant Program, Environmental Protection Agency 8 -8
Streamline Federal Air Marshals Service, Department of Homeland Security 966 827 -139
Sunwise, Environmental Protection Agency 1 -1
Superfund Remedial, Environmental Protection Agency 565 539 26
Superfund Support to Other Federal Agencies, Environmental Protection Agency 5] I -6
T-AGOS Ocean Surveillance Ship, Department of Defense 10 -10
Transfer Exit Lane Staffing Responsibilities to Airports, Department of Homeland Security 88 -88
Valles Caldera, Department of Agriculture’ 3 -3
Water and Wastewater and Community Facilities Loan Guarantees, Department of Agriculture 5] I -6
Water and Wastewater Grants and Loans, Department of Agriculture 504 304 -200
Watershed Rehabilitation Program, Department of Agriculture’ 15 -15
Wildland Fire Program/Hazardous Fuels Reduction, Department of the Interior 183 96 -87
Total, Discretionary Cuts 25,172 16,216 -8,956
Consolidations
Central Utah Project, Department of the INTEIIOT ..ottt 29 4 -25
Community Economic Development Program, Department of Health and Human Services 30 -30
Data Centers Closures, Department of DEENSE ..........covuiiiiiieiiiieeii it ssssssssssssssesssssssessens | aevesens -575 -575
Elementary and Secondary Education Act, Department of EQUCALION ...........ccocruiveriniineninininsennnesesssssssssssssnenssnenes | wvveeene| e e
Family Self-Sufficiency, Department of Housing and Urban Development 75 75
Food Aid Reform, MUlti-AgeNCY: ... 1,766 1,766 ...
U.S. Agency for International Development 300 1,741 1,441
Department of Agriculture 1,466) ... -1,466
Maritime Administration, Department of TFANSPOMTAHON ............ccccurvurivneirsiseiisiississississssesssesssisesssissssssssssssisssssssssisssssnsssnsons | aveeeens 25 25
Forest Service Integrated Resource Restoration, Department of Agriculture .. 805 757 48
Higher Education Programs, Department of EQUCALON ..o | wovveeene| e | e
International Trade Administration Business Units, Department of COMMEICE .........cccvvurierniieinieininesnensnenesesssssnscnsnnees | v -8 -8
NASA Education, National Aeronautics and Space AdMINISration .............cccoeeimieeiniinnineniseinsssisssssssssisssssssssnsiesies | evvenene| | e
Rural Business & Cooperative Grants, Department of AGHCURUIE ...........cc.ocuriniiniiniineinisensesesesessssssesessssissssssines | o] | e
Science, Technology, Engineering, and Mathematics (STEM) Consolidation, MUti-AGENCY: .....cccoveviniimncvsiniisscisseissiseineien | o] o] v
Eliminated and Reorganized Programs Total - 90 Programs:
Eliminated Programs and Redirected Funding - 78 Programs:
Department of Agriculture - 6 Programs [11]
Department of Commerce - 6 Programs [13]
Department of Defense - 6 Programs ............. [49]




176 CUTS, CONSOLIDATIONS, AND SAVINGS

DISCRETIONARY CUTS, CONSOLIDATIONS, AND SAVINGS—Continued

(Budget authority in millions of dollars)

2014 Change
2012 2014 from 2012
Department of Energy - 8 Programs [11]
Department of Health and Human Services - 10 Programs 28]
Department of Homeland Security - 1 Program [1]
Environmental Protection Agency - 2 Programs [16]
National Aeronautics and Space Administration - 38 Programs 48]
Nuclear Regulatory Commission - 1 Program [0]
Reorganized Programs Within the Agency - 12 Programs:
National Science FOUNQAHON - 11 PIOGIAMS ........c.vuuiveririvieireisiisseistsesisssssissss sttt [118]
National Aeronautics and Space AdMINIStration = 1 PrOGIAM ...........ccuiuerurivmiireeiniireriresesisevssisesssisssise s sssisessnssssisenins 2]
Self-Help and Assisted Homeownership Opportunity Program, Department of Housing and Urban Development ............ccccocueeunee 14 10 -4
State and Local Grants Reform, Department of Homeland SECUFItY ..o | o] | s
United States Visitor and Immigrant Status Indicator Technology, Department of Homeland S€CUrity ... | ] e
Total, Discretionary Consolidations 2,719 2,029
Savings
Agency-Wide Efficiency Savings, Department 0f JUSHICE ..........ccouuiiiiniicinenecsesesiesssiesseesessssssessessssssesssessssesnenenns | s -237 -237
B-83 Reserve Status, Department 0f ENBIGY .........cc.viuriiereriirieeiesiesissssessessssssesssssssessssssssssssssssessssssssssssssssssssssnssssnnness | eenevenns -3 -3
Increased Flexibility for the U.S. Mint in Coinage, Department of the TFEASUIY .........cccvirininninsnesisseissississsessnees | evveeene| e e
Internal Revenue Service Business Systems Modernization, Department of the Treasury 330 301 -29
Joint Polar Satellite System Savings, Department of Commerce 924 886 -38
Law Enforcement-Wide Administrative Efficiencies, Department of JUSHICE ..........cocuvreiriirernieeenisnesseessseesssssessnessneeiee | e -93 -93
Pit Disassembly and Conversion Savings, Department of Energy 26 e -26
Senate Campaign Finance Reports Electronic Submission, Federal Election COMMISSION ......ccccccoviiniiinncinininiieinivsssisiieeiien | o] | v
Streamline Farm Service Agency Operations, Department of Agriculture 1,199 1,176 -23
Technology Infrastructure Modernization, Environmental Protection Agency 186 179 -7
W 78/88 Life Extension Program, Department of ENEIGY .........ccvweeiiiniieinsinessseisecssesssssessssssessssssesssessesssessssssesssssssnsssssnssonns | eveesees -72 -72
Total, Discretionary Savings 2,665 2,137 -528
Total, Discretionary Cuts, Consolidations, and Savings 30,556 20,382 -10,174

' This cut has been identified as a lower-priority program activity for purposes of the GPRA Modernization Act, at 31 U.S.C. 1115(b)(10). Additional information regarding
this proposed cut is included in the respective agency’s Congressional Justification submission.
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MANDATORY CUTS AND SAVINGS

(Outlays and receipts in millions of dollars)

2014 2015 2016 2017 2018 |2014-2018 |2014-2023

Cuts

Coal Tax Preferences, Department of Energy:
Domestic Manufacturing Deduction for Hard Mineral Fossil Fuels' ...............c........ -33 -34 -36 -39 -40 -182 -409
Expensing of Exploration and Development COStS' .........c.ocvnerirnirncrneineiines -25 -43 -45 47 —-49 -209 -432
Percent Depletion for Hard Mineral FOsSil FUEIST ............ccoviinininirniiccs -113 -193 -196 -198 -201 -901 -1,982
ROYaItY TAXBHONT .....oooevivrriieririsereeseesieesissss st -14 -31 =37 —42 —45 -169 432
Eliminate Direct Payments, Department of AGriCUlture ... | e -3,300 -3,300 -3,300 -3,300f -13,200{ 29,700
Conservation Reserve Program, Department of Agriculture .............ccoeeveevnrernrenenns 15 15 -200 -220 -315 -705 -2,915
Conservation Stewardship Program, Department of Agriculture .............ccccccovevevenenns -5 =50 -90 -130 =170 -445 -1,964
Crop Insurance Program, Department of AGrCUIUTE .........c.ccuveveveneerniereeeeieriniienis -513 -1,005 -1,238 -1,244 -1,256 -5,256| -11,716
Geothermal Payments to Counties, Department of the INterior? .............occvvverivninns -4 -4 -5 -5 -5 -23 -48

Oil and Gas Company Tax Preferences, Department of Energy:
Increase Geological and Geophysical Amortization Period for Independent

Producers 10 SEVEN YEAIS .........covveveveecieeeteieeeeeesee ettt stenneas -60 -220 -333 -304 -221 -1,138 -1,363
Repeal Credit for Oil and Gas Produced from Marginal Wells' .... w| ] ] ] ] ] ]
Repeal Deduction for Tertiary Injectants’ ..o -8 -12 -12 -1 -1 -54 -107
Repeal Domestic Manufacturing Tax Deduction for Oil and Natural Gas

COMPANIES ...ttt bbbt -1,119 -1,926 -1,951 -1,944 -1,884 -8,824| 17,447

Repeal Enhanced Oil Recovery Credit! ... | | ||| | e e
Repeal Exception to Passive Loss Limitations for Working Interests in Oil and

Natural Gas PropertiEs! ..........cooieeireeueirniisiineieeieeses s sssesissses -7 -10 -9 -8 -8 42 -74
Repeal Expensing of Intangible Drilling Costs' ..........c.c...... -1,663 -2,460 -2,125 -1,639 -1,099 -8,986| -10,993
Repeal Percentage Depletion for Oil and Natural Gas Wells' ...........ccccccveininrinns -1,039 -1,044 -1,042 -1,041 1,045 5,211 -10,723
Offset Disability Benefits for Period of Concurrent Unemployment Insurance Receipt -100 -100 -100 -100 -100 -500 -1,000
Ultradeep Oil and Gas Research and Development Program, Department of Energy?...... -20 -20 -10 -50 -50
Payments to Guarantee Agencies - Federal Family Education Loan Program ............ =3,657| ] ] 3,657 -3,657
Unrestricted Abandoned Mine Lands Payments, Department of the Interior? ............. -32 -33 =27 =31 -40 -163 =327
Total, Mandatory Cuts -8,397| -10,470| -10,756| -10,303 -9,789| -49,715| -95,339
Savings

FECA Reform, Department of Labor E ..................................................................... -9 -10 -19 -29 -39 -106 -462
Federal Employee Health Benefits Program Reforms, Office of Personnel

MaNAGEMENL ..ot | e 422 —665 -725 —794 —2,606 -8,367
Health Care (Medicaid Proposals), Department of Health and Human Services ........ -301 -1,051 -1,401 -1,397 -1,316 -5,466| -16,914
Health Care (Pharmaceuticals), Department of Health and Human Services®............ -740 -870 -1,000 -1,150 -1,330 -5,090| -14,280
Medicare Provider Payment Modifications, Department of Health and Human

SEIVICES % .o -5,630| -13,460| -17,560| -22,000f -26,810| -85,460 -306,230
Total, Mandatory Savings -6,680, -15813| -20,645 -25,301| -30,289| -98,728| -346,253
Total, Mandatory Cuts and Savings -15,077| -26,283| -31,401| -35,604| -40,078| -148,443| -441,592

'This cut has been identified as a lower-priority program activity for purposes of the GPRA Modernization Act, at 31 U.S.C. 1115(b)(10). Additional information regarding this
proposed cut is included in the Governmental Receipts chapter of the Analytical Perspectives volume.

2This cut has been identified as a lower-priority program activity for purposes of the GPRA Modernization Act, at 31 U.S.C. 1115(b)(10). Additional information regarding this
proposed cut is included in the respective agency’s Congressional Justification submission.

*Medicare savings estimates do not include interactions.

“In addition to the savings reported on this table, the Budget includes an additional $67.8 billion in 10-year savings for Medicare Structural Reforms, as detailed on table S-9.

F The SAVE Award logo denotes a proposal that was suggested by a Federal employee through the SAVE Award program.
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ADMINISTRATIVE SAVINGS
(In millions of dollars)
2013

Savings Target

Department of Agriculture -196
Department of Commerce -184
Department of Defense 4,731
Department of Education ... -1
Department of Energy -223
Department of Health and Human Services -881
Department of Homeland Security -866
Department of Housing and Urban Development -12
Department of the Interior -205
Department of Justice -160
Department of Labor -61
Department of State -182
Agency for International Development -15
Department of Transportation ........ -156
Department of the Treasury ... -241
Department of Veterans Affairs .. -175
Corps of Engineers -- Civil Works =77
Environmental Protection Agency -72
General Services Administration -56
National Aeronautics and Space Administration -202
National Science Foundation -19
Office of Personnel Management -4
Small Business Administration -3
Social Security Administration -81
Total -8,812




S-9. Mandatory and Receipt Proposals—Continued
(Deficit increases (+) or decreases (-) in millions of dollars)
Totals
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2014-2018 2014-2023
Extend Centers for Medicare and
Medicaid Services (CMS) quality
MeASUTeMeNt .....covvvveiiiiiiiniiieiiiieeeiie e 10 30 30 30 e v e eveeieeeeeeeieneeeeeiens 100 100
Total, Medicaid and other .........cccccece. i -302 -1,398 -2,694 -2.875 -3,020 -3,315 -3,585 -3,841 —4,099 -8,011 -10,289 -33,140
Provide administrative resources for
implementation .........ccceceveriiencniiencnennne. 100 250 5O cviiie e e eeeeeeeeeeeen eeeeeeee eeeeeenes 400 400
Total, HHS health proposals —-6,182 —15,128 —20,744 —28,595 —33,740 —38,715 —47,625 56,211 —66,339 —79,411 —-104,389 -392,690
Office of Personnel Management:
Modernize the Federal Employees Health
Benefits Program (FEHBP):
Streamline FEHBP pharmacy benefit
CONELACEING woovvevieieiicierecee e cvereieee v -74 140 -157 -167 -180 195 211 227 247 -538 -1,598
Offer an FEHBP Self+One option and
domestic partner benefits .......cccoceveeeiees i . -345 504 519 548 581 617 653 684 721 -1,916 -5,172
Expand FEHBP plan types ....cccccccvvvvccees evveies e —4 -11 -15 -18 -24 -31 —41 -51 -69 —48 -264
Adjust FEHBP premiums for wellness ... ... ... 3 —11 —34 —-60 101 154 230 316 430 —102 —1,333
Total, modernize FEHBP ......cccccocceves e e —420 666 -T725 793 886 997 -1,135 -1278 -1467 —2,604 —8,367
Total, health savings .......ccccovvvviviniiiiiiiiiiicees e —-6,182 —-15,548 —21,410 —29,320 —34,533 —39,601 —48,622 57,346 —67,617 —80,878 -106,993 -401,057
Other Mandatory Savings:
Agriculture:
Streamline conservation programs .............. .o -37 127 -10 -50 -193 238 273 298 -358 -383 -163 -1,713
Reduce subsidies for crop insurance
companies and farmer premiums ........... ... 513 -1,005 -1,238 -1244 -1256 -1274 -1280 -1294 -1,302 -1,310 5,256 ~11,716
Eliminate direct payments .....c.ccccocevvvccnies v e -3,300 -3,300 -3,300 -3,300 -3,300 -3,300 -3,300 -3,300 -3,300 -13,200 —29,700
Provide assistance for dairy and livestock
PLOAUCETS .vvvevveiierieieeniesieeie e siesieseeniesees aeveaeans 400 400 400 400 400 400 400 400 400 400 2,000 4,000
Provide assistance for specialty crops,
bioenergy and beginning farmers ............. ... 235 235 235 235 235 20 20 20 20 20 1,175 1,275
Total, Agriculture ........cccocevevcveveniieieicees s 85 -3,543 -3,913 -3,959 4,114 -4,392 -4433 4,472 4540 -4,573 -15,444 -37,854
Health and Human Services:
Provide dedicated, mandatory funding for
Health Care Fraud and Abuse Control
Program (HCFAC) program integrity:
Administrative costs ........ccoccereriiereriiennnns 303 329 672 706 725 745 765 786 807 829 852 3,177 7,216
Benefit savings .....cccceeeveriienienieneneeee —450 496 546 599 628 659 690 722 755 789 824 —2,928 —6,708
Subtotal, provide dedicated,
mandatory funding for HCFAC
program integrity ...........ccceeveeeennen. -147  -167 126 107 97 86 75 64 52 40 28 249 508
Annual reduction to discretionary spending
limits (Mon-add) .....cccooccevvvinviiiiiiiieiiieiee e e -311 -311 -311 -311 -311 -311 -311 =311 -311 -1,244 -2,799
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S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

¢0¢

Totals
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2014-2018 2014-2023
Additional Mandatory and Receipt Proposals:
Early Childhood Investments:
Support preschool for all ........cccovvvviviiiiniiiies e 130 1,235 3,110 5456 7,360 8,773 9,787 10,560 10,275 9,356 17,291 66,042
Extend and expand home visiting ......cccccoovcvvveces vevies v 150 250 625 900 1,150 1,450 1,900 2,075 2,225 1,925 10,725
Total, early childhood investments ............... ... 130 1,385 3,360 6,081 8,260 9,923 11,237 12,460 12,350 11,581 19,216 76,767
Increase tobacco taxes and index for inflation 2..... ... -7,725 -9,844 -9,264 -8,718 -8,205 -7,723 -7,268 -6,842 -6,440 -6,062 —43,756 —-78,091
Infrastructure and Jobs Investments:
Invest in rail transportation through
reauthorization .........cccccvcvevvviievesieceseeceieee e 333 1419 1,759 2,678 3,409 3,032 2977 2,565 1,804 790 9,598 20,766
Reserve additional resources for surface
transportation reauthorization .........ccccceece. i 399 2,879 6,855 10,865 15,045 19,343 15,795 7,679 4,112 20,998 82,972
Create infrastructure bank ........c.ccocvvvvvivcecces e 22 116 350 630 919 1,218 1403 1465 1,441 1,271 2,037 8,835
Provide funding for Project Rebuild .......cccceeeeee. e 50 4,650 7,100 3,200  cccooes v e e e e 15,000 15,000
Create a Pathways Back to Work fund ............... 625 10,750 1,125 i et e eeeiee e e e e 11,875 11,875
Recognize Educational Success, Professional
Excellence, and Collaborative Teaching
(RESPECT) ..ottt 100 2,650 1,750 5 o 4,900 4,900
Provide for teacher stabilization ........................ 625 11,875  coeeiit et et e e e e everee e 11,875 11,875
Establish Veterans Job Corps .....cccccovvvveevvcveeeees e 50 237 237 238 238 et et e e e 1,000 1,000
Enact Reemployment NOW .........ccccoovvvieiinnnenn. 200 3,000 800 oot e et e e e e e 3,800 3,800
Support first responders ........cccoccvevviieiieniiiiiins e 2,450 2,200 350 eee e e e e 5,000 5,000
Total, infrastructure and jobs investments .... 1,550 31,180 12,696 13,175 13,601 15431 19,295 23,723 19,825 10,924 6,173 86,083 166,023
Savings in OCO reserved for infrastructure and
Jobs investments (non-add) ...........ccoeeeeueeann. -968 4,027 -38,088 -59,134 —65,606 —69,395 —41,232  ......... eeveeee e s -236,250 -277,482
Other Mandatory Initiatives and Savings:
Agriculture:
Enact biobased labeling fee ...........ccceenueee. “1 e e e e e s -1 -1
Reauthorize Secure Rural Schools 214 242 154 94 58 12 e 762 774
Enact Animal Plant and Health Inspection
Service (APHIS) fee .....ccccoovvvvvevcniiicnices e -20 27 27 -28 -29 -30 -31 -32 -33 -34 -131 -291
Enact Natural Resources Conservation
Service (NRCS) fee ......coceevvvieviiiiiiiiiiciee e -22 -22 -22 -22 -22 -22 -22 -22 -22 -22 -110 —220
Enact Grain Inspection, Packers, and
Stockyards Administration (GIPSA) fee ...  ......... 27 27 -28 -28 -28 -29 -29 -29 -30 -30 -138 -285
Enact Food Safety and Inspection Service
(FSIS) € .ovvevveeieieeieieeeeese e eies e -4 -4 -4 -5 -5 -5 -5 -5 -5 -5 22 -47
Restore temporary Supplemental Nutrition
Assistance Program (SNAP) benefit
INCTEASE ..vveeeiiiieeiiieeeiieeeite ettt rireees veaeans 2,223 OOt 2,264 2,264
Reauthorize stewardship contracting
permanently ...c..cccocooeviiiininiies e 12 . 1 1 1 1 2 2 2 1 -9 -1
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S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

Totals
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2014-2018 2014-2023
Outyear mandatory effects of discretionary
changes to the Conservation Stewardship
Program ... e e -10 -13 -13 -13 -13 -13 -13 -13 -13 —49 -114
Total, Agriculture ......c.ccocvvvvinviciniiiinss e 2,351 193 61 -1 -38 -86 -98 -99 -101 -103 2,566 2,079
Commerce:
Develop a national network of manufacturing
innovation institutes .......cccccvcevvvevviiieicens e 38 112 180 186 156 122 102 74 30 .. 672 1,000
Education:
Reform student loan interest rates ............... 8,489 11954 8772 4,686 1,394 -1,387 4,118 -6,678 -8,683 -9,912 -10,915 25,419 -14,887
Expand Pay-As-You-Earn to all borrowers ... 463 3,460 400 381 332 350 239 221 238 163 191 4,923 5,975
Reform and expand Perkins loan program ... ... —-673 -2,012 -1,863 -1,693 -1,540 -1,453 -1,402 -1,324 -1,195 -1,124 -7,781 -14,279
Adjust guaranty agency loan rehabilitation
COMPENSALION .eveveriiiiiiiiieiiieeeteeete e e 71015 1 (P -3,657 -3,657
Provide mandatory appropriation to sustain
recent Pell Grant increases ........ccccceeeeeeee eveeee e 866 3,589 4,035 2,948 2,494 869 905 1,113 1,116 11,438 17,935
Overhaul TEACH Grants and replace with
Presidential Teaching Fellows ......c.cccccccee. . 5 126 176 181 176 164 28 -28 —43 —46 664 739
Establish the Community College to Career
Fund .ooooooveeieeee e 134 533 933 1,134 800 400 67 e, 2,733 4,000
Total, Education 8,286 7,502 5,182 1,681 -1,874 -6,562 -8,825 -9,874 10,778 33,739 —4,174
Energy:
Repeal ultra-deepwater oil and gas research
and development program ........cccccevevevicees e -20 -20 10 et et e e e e e =50 =50
Reauthorize special assessment from
domestic nuclear utilities * ......ccoccevvveveiees e -200 204 209 213 218 223 228 233 238 243 -1,044 -2,209
Establish Energy Security Trust Fund ......... ... 60 140 180 200 200 200 200 200 200 200 780 1,780
Enact nuclear waste management program .... ...  .en e e, 90 170 390 520 720 -1,334 740 260 1,296
Provide HomeStar rebates for energy
efficient home retrofits ......cocceeevviiicviieieies . 300 1,800 2,100 1,020 600 180 evvieee e eveiee e, 5,820 6,000
Total, ENergy .....ccccvvvevevveieiicceieeceeieeee s 140 1,716 2,061 1,097 752 547 492 687 -1,372 697 5,766 6,817
Health and Human Services:
Reauthorize Family Connection Grants ...... ... ... 11 14 14 4 1 1T et e e 43 45
Expand child care access ......cccocevvvvieicienics e 406 683 735 745 749 750 750 750 750 750 3,318 7,068

Make TANF supplemental grant
funding permanent and reduce the
annual amount available in the TANF
contingency fund ..........ccoeviiiiiiniiniien.
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S-9. Mandatory and Receipt Proposals—Continued

(Deficit increases (+) or decreases (—) in millions of dollars)

Totals
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2014-2018 2014-2023
Extend SSI time limits for qualified refugees ...  ........ 46 B3 vt et e e e e e e 99 99
Medicaid effects .....cooceevvvvieeeiiiieciiieciieeee e, 11 13 et e e e e e e s 24 24
SNAP effects ....cccoovveivciiecciieccieeeceeeeeee e, -8 R OO -17 =17
Conform treatment of State and local
government earned income tax credit
(EITC) and child tax credit (CTC) for
ST 1T ettt e eveveieeaeeeeereaevereess aveveeres  aeeseers  aevevesne  eveeseres  veverere  wevesssre  evveneres  veveness eeveveereveerens
Total, Social Security Administration (SSA) .... ... 74 92 90 it et e e e e s 256 256
Other Independent Agencies:
Postal Service:
Enact Postal Service financial relief and
reform:
PAYGO effects .....ccoevveeveecrieeiieieenen. 582 2,894 903 -3,067 -3,185 -3,185 -3,185 -3,185 -3,185 -3,185 -3,185 —7,436 -23,361
Non-scoreable effects ............ccoeeueennee. 972 1,822 5,117 8675 2,835 2835 2,835 2,835 2835 2835 2,835 21,284 35,459
Railroad Retirement Board (RRB):
Allow the electronic certification of
certain RRB benefits ..ccccovviiiiiiiiiiiiiis it iiiiie eveiee evevei eveeeie aeeeiee eeveeene eveeeere aeeveeee eeveerees evvereereevevrereevrerrens
Total, other independent agencies ........... 1,654 4716 4,214 5618 -350 -350 -350 350 -350 -350 350 13,848 12,098
Multi-Agency:
Provide the Secretary of the Treasury
authority to access and disclose prisoner
data to prevent and identify improper
payments:
Labor effects ......cccoevvveeverieeeiiieeeneeens -5 -10 -10 -10 -10 -10 -10 -11 -11 -12 —45 -99
Treasury effects ! ... —24 -35 -36 37 -38 -39 —40 —41 —42 —43 -170 -375
SSA effects .ooovveeeriiieeiieeeieeeeeees 15 covieis v et eeeeeee eeeeee reveeiee eeveerees evreveere evereers 15 15

Total, Provide the Secretary of the
Treasury authority to access and
disclose prisoner data to prevent
and identify improper payments ... ... -14 —45 —46 —47 —48 —49 -50 -52 -53 -55 -200 —459

Increase TRICARE Prime enrollment
fee, impose Standard/Extra annual
enrollment fee, and deductible/
catastrophic cap adjustments (mandatory
effects in Coast Guard, Public Health
Service and National Oceanic and
Atmospheric Administration) .......cccccceeeee. -5 -13 -19 -25 -30 -32 -35 -37 —40 —43 -92 -279

Enact Spectrum License User Fee and
allow the FCC to auction predominantly
domestic satellite services .......ccccceeevuveenn. -50 225 325 425 550 550 -H50 550 550 550 550 -2,075 —4.825
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Table S-11. Funding Levels for Appropriated (“Discretionary”) Programs by Agency

(Budget authority in billions of dollars)

Actuals | Requests | Outyears | Totals

2014- 2014~
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2018 2023

Base Discretionary Funding by

Agency:'?
Agriculture ......cocevieieieeeeee 270 232 237 230 215 231 236 241 246 252 258 263 270 277 1170 2489
COMIMETCE ..ovveereniieiieiieiieie e 13.9 5.6 7.7 8.0 8.6 9.1 94 9.9 10.9 12.0 18.2 10.4 10.2 104  47.8 109.1
Census Bureau .... 72 -07 0.9 0.9 1.0 1.3 1.5 1.7 2.5 3.5 9.5 1.5 1.1 1.1 8.0 24.6
Defense? ......ccoccvevieeievieeieeeeeeceee e 530.1 528.3 530.4 5254 526.6 540.8 551.4 560.0 568.6 577.1 586.7 596.3 6059 6155 2,747.4 57289
Education ......ccccoeeeveevieienenieeeieeenen 643 683 674 698 712 719 728 739 75.1  76.3 774 786 80.0 815 3650 7587
ENergy .ocooveevenieeiieeeeeeeeeeeee 265 257 264 272 284 283 289 295 301 308 315 322 330 338 1452 306.5
National Nuclear Security
Administration? ..........ccocceeevueeeennns 9.9 10.5 11.0 11.5 11.7 11.0 11.2 114 11.7 11.9 12.2 124 12.8 13.1 56.9 119.3
Health & Human Services (HHS)* ......... 844 785 783 71.7 783 839 85 874 893 913 933 953 97.7 100.2 4243 902.2
Homeland Security ..........cccccevevvenieneeenne. 39.8 419 399 395 390 397 404 412 420 428 438 447 458 470 2023 4264
Housing and Urban Development ........... 428 371 363 345 331 339 344 350 358 365 372 379 388 396 1722 3622
INETIOT c.vveiiiiieieeeee e 12.1 11.7 11.3 11.4 11.7 12.1 12.4 12.6 12.9 13.2 13.5 13.8 14.2 145 618 1310
JUSEICE eveeveiieieceeeeeeee e 276 269 269 17.9 163 288 293 299 306 313 320 327 335 344 1350 2988
Labor «..ooveiieieeeee e 13.5 12.5 13.2 12.0 12.1 12.3 11.6 11.9 12.1 12.3 12.6 12.8 13.1 134  60.0 1243
State and Other International Programs 49.0 485 416 465 481 494 503 514 526 537 549 560 575 589 251.8 532.8
Transportation ...........ccceeeeevvereereeneeeenne 20.2 15.4 16.4 16.5 16.3 17.2 17.5 17.9 18.3 18.7 19.1 195 200 205 872 1851
TLEASUTY eveveveveriieieriieeesiieee st 13.4 134 13.1 12.5 12.9 14.2 14.7 15.3 15.8 16.4 17.0 17.5 18.1 187 729 1605
Veterans Affairs ........ccceeeevveeeecieseesiennnnns 53.1 564 587 610 635 649 661 675 69.0 705 72.1 736 755 775 3309  700.1
Corps of ENngineers .......ccccevevevverveienneennn. 5.5 4.9 5.1 4.7 4.7 5.0 5.0 5.2 5.3 54 5.5 5.6 5.8 59 252 53.4
Environmental Protection Agency .......... 10.3 8.7 8.5 8.3 8.2 8.2 8.2 8.2 7.7 7.9 8.0 8.2 8.4 8.5 40.4 81.4
General Services Administration ............ 0.4 -1.0 -0.8 -0.8 0.2 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 1.3 2.8
National Aeronautics & Space
Administration ...........ccocceeeeeiiiieeiennnnns 18.7 18.4 17.8  17.7 17.7 18.2 18.5 18.9 19.4 198 202 207 212 217 927 196.3
National Science Foundation ................... 6.9 6.8 7.0 7.4 7.6 7.8 8.0 8.2 8.3 8.5 8.7 8.9 9.1 94 399 84.5
Small Business Administration .............. 0.8 0.7 0.9 0.9 0.8 0.8 0.8 0.9 0.9 0.9 0.9 0.9 1.0 1.0 4.2 8.9
Social Security Administration (SSA)* ... 8.9 8.6 9.0 9.0 9.1 9.0 9.2 94 9.6 9.8 10.0 10.3 10.5 10.8 464 97.8
Corporation for National & Community
SEIVICE .vveviieieeeeieereeieeieeieeie et 1.2 1.1 1.0 1.1 1.1 1.1 1.1 1.1 1.2 1.2 1.2 1.2 1.3 1.3 5.6 11.8
Other Agencies .......ccccevveveeveeneeieneeienne. 19.5 18.8 18.8 18.9 194 19.5 199 203 208 212 217 222 227 233 100.0 211.1
Required Savings® ......cccocvevvevviniiniiiiiiies v aveeieee aeeeeeeas 2.6 ... -156 -146 -19.0 232 274 379 -341 -40.7 470 -724 2595

Subtotal, Base Discretionary Funding . 1,090.0 1,060.6 1,058.8 1,041.6 1,056.5 1,083.9 1,104.9 1,120.9 1,137.8 1,155.8 1,173.8 1,191.8 1,209.7 1,228.7 5,504.1 11,463.9
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Table S-11. Funding Levels for Appropriated (“Discretionary”) Programs by Agency—Continued

(Budget authority in billions of dollars)

Actuals Requests Outyears Totals
2014- 2014-
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2018 2023
Discretionary Cap Adjustments
and Other Funding (not included
above):*®
Overseas Contingency
Operations 162.6 1594 1265 96.7 923 373 373 373 373 373 373 373 i o 2414  353.3
Defense” .....cocvveveviieneniiienenne, 162.3  158.8 1151 885 885  eccis e e e v e v e v 88.5 88.5
Homeland Security ...........cc......... 0.2 0.3 0.3 it et e e v evenes evevrene aevenien eeveeies evereee aeveveee vereeres veeeas
JUSEICE covviiiiie 0.1 0.1 i et i e e e enenen esenes esene envenrene eeveeies eveeee eeverene e
State and Other International
Programs .......ccccoevviiiiiiiiiicns 0.3 11.2 8.2 5 OOt 3.8 3.8
Overseas Contingency Operations
OULYEATS® oo v e e e s 373 373 373 373 373 373 373 e 149.1  261.0
Disaster Relief 10.5 11.0 5.8 5.8 5.8
Homeland Security ......ccccocvcvevvvveeecees e e 6.4 10.9 B8 i i e v eerevee e e eeenes e 5.6 5.6
Transportation .......cccccccceevvveeeecieeeeies eveeeee e L7 et it e e e v verer veie vvevee vveeee vevene eeveeee e
Corps of ENngineers ......cccccccvvvvvveeicices cvveceeee e L7 et it e et e evee vreeiee vveie ereeee eveeiee verene e e
Small Business Administration ........ ... 0.2 0.2 it et e e e e e e e 0.2 0.2
Other AencCies .....c.ccccevvveeviveeeiiiies eveiee evvenens 0.7 i it it e v e rvene v eveeies evneee aeveieee veveeiee veeeas
Program Integrity ......ccccecceececccnccanens 0.5 0.5 0.5 0.5 04 0.8 1.1 14 1.7 1.7 1.7 1.8 1.8 1.9 5.3 14.1
TLEASULY evveieriieieeieie e stereseeies vveieiee svevnenee eenenene annnns 0.4 0.7 1.0 1.3 1.7 1.6 1.7 1.7 1.8 1.8 5.2 13.8
HHS, Labor, and SSA .......ccccvvvveneee 0.5 0.5 0.5 0.5 * * * * * * * * * F i s
Other Emergency/Supplemental
Funding® 96 -13 ¥ 40.6
Agriculture ........cocoviiiiiiniiiie 0.6 e e 0.2 it it e e ereree e eevenen eevenes eveiene aeveeiene vereeree eeeeas
COMMETCE ..ovveeiiiiiieiieeiieeieeeeeeene 0.5 et e 0.3 et i i i e e e e s e e e
Defense .....ccoceeviiiiiiniiiiiiceic 1.9 i e s e v e e eeeeiee e s evesee e
Energy ...coooooevieiiiiiiee =15 s s e 25 OO N
Health and Human Services 0.2 -13 ... 0.3 it et e e i e et s e e e e
Homeland Security 5.5 * B.7 vt et e ereriee e e emreiee e aveeeee eevreeree enreen aeeeens
Housing and Urban Development .... 0.1  er 16.0 oeees et it et enreiee e e eeveeee evreen eveeieee eereeie eeeens
INterior ......cocoeeviieniiiiieieceee i e 0.8 et it i i e e e e e e s e
State and Other International
Programs ........ccocevieeniiinicniee, 6.1 i et e v eererene ereies everene aeveiee eveiee evvenene esenes svenene aevenen eevenies eevenas
Transportation .......ccoccevvveevcenvceneee. ¥ L S 00 OO
Corps of Engineers 0.2 s e 1.9 s et e et e ereree e e e v v aeeens

Y102 YVHA TVDSIA 404 LHOdNd HH.L

€¢a



Table S-11. Funding Levels for Appropriated (“Discretionary”) Programs by Agency—Continued

(Budget authority in billions of dollars)

Actuals Requests Outyears Totals
2014- 2014-
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2018 2023
Environmental Protection Agency .... Bt e 0.6 it et e e e s e evvnies e e nevene e
Small Business Administration ........ 1.0 0.8 et i i i e e e e s e v e
Other Agencies ......ccccccevevcvenenccncnne 0.1 e e 0.3 i i avieniee eeeeeees eseeeene enesieees eeneereee  seesesree eevesesse  eeeeses  eseeeenes  seeeveees

Grand Total, Discretionary Funding ... 1,262.7 1,219.2 1,196.2 1,1904 1,155.0 1,122.0 1,143.2 1,159.5 1,176.8 1,194.8 1,212.8 1,230.8 1,211.5 1,230.6 5,756.6 11,837.1

Memorandum:
2014 Base Defense Category Request by agency:

DIEFETISE ..vveeeeiieeeiie ettt ettt et e et e e aa e e e aeeeenaes 526.6
Energy (including NNSA) ... 17.8
JUSEICE (FBI) ..ottt 4.9
Homeland SeCUTIEY .....coeeeueeeeeiieeeiiieeeeieeeeeeeeeieeeesteeeeteeesieeessaneeenanes 16
Other ......cccooeveeinieenecnne 1.0
Total, Base Defenise CALGOTY ............cooeecuueeeeeeeeeeiereeeeeeeeeeeeereeeeeeeiisreseeeeenenns 552.0

* $50 million or less.

1 Amounts in the actuals years of 2010 through 2012 exclude changes in mandatory programs enacted in appropriations bills since those amounts have been rebased as
mandatory, whereas amounts in 2013 and 2014 are net of these proposals.

2 The 2014 Budget proposes changes to the current law caps in the BBEDCA, as amended, for the reclassification of certain Transportation programs and further reductions
as part of the Administration’s policy to achieve additional deficit reduction.

3 The Department of Defense (DOD) levels in 2015-2023 include funding that will be allocated, in annual increments, to the National Nuclear Security Administration
(NNSA). Current estimates by which DOD’s budget authority will decrease and NNSA’s will increase are, in millions of dollars: 2015: $1,196; 2016: $1,444; 2017: $1,602;
2018: $1,665; 2019: $1,702; 2014-2023: $14,816. DOD and NNSA continue to review aspects of NNSA’s outyear requirements and this will affect outyear allocations
made by DOD to NNSA.

4 Funding from the Hospital Insurance and Supplementary Medical Insurance trust funds for administrative expenses incurred by the Social Security Administration that
support the Medicare program are included in the Health and Human Services total and not in the Social Security Administration total.

5 The 2014 Budget includes allowances, similar to the Function 920 allowances used in Budget Resolutions, to represent amounts to be allocated among the respective
agencies to reach the proposed defense and non-defense caps for 2015 and beyond. These levels are determined for illustrative purposes but do not reflect specific policy
decisions. 2013 also includes an allowance amount to bridge from the 2013 request level to 2013 caps, as enacted in ATRA.

6 Where applicable, amounts in 2012 through 2023 are existing or proposed cap adjustments designated pursuant to Section 251(b)(2) of the BBEDCA, as amended.
Amounts in 2010 and 2011 are not so designated but are shown for comparability purposes.

7 Because final decisions about the pace of the drawdown in Afghanistan have not yet been made, the Budget includes a placeholder for DOD’s 2014 Overseas Contingency
Operations (OCO) funding, equivalent to the amount provided in the 2013 Budget. The Administration will submit a Budget amendment to Congress updating the DOD
OCO request after a determination has been made on required force levels in Afghanistan.

8 The Budget includes placeholder amounts of $37.3 billion per year for Government-wide OCO funding from 2015 to 2021. These amounts reflect the Administration’s
proposal to cap total OCO budget authority from 2013 to 2021 at $450 billion but do not reflect any specific decisions or assumptions about OCO funding in any particular
year.

9 Amounts in 2010-2012 are not designated as Emergency funding pursuant to Section 251(b)(2)(A) of the BBEDCA, as amended, as they include congressionally-
designated emergencies, rescissions of funding provided in the American Recovery and Reinvestment Act of 2009 (P.L. 111-5), and other supplemental funding.
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Table S-12. Economic Assumptions!

(Calendar years)

Projections
2011

Actual 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Gross Domestic Product (GDP):

Nominal level, billions of dollars ............ccccccceeeeeunnnenn. 15,076 15,705 16,384 17,235 18,181 19,192 20,247 21,275 22,247 23,219 24,216 25252 26,331
Percent change, nominal GDP, year/year ................... 4.0 4.2 4.3 5.2 55 5.6 5.5 5.1 4.6 44 4.3 4.3 4.3
Real GDP, percent change, year/year .........cccccecueenee 1.8 2.3 2.3 3.2 3.5 3.6 3.5 3.1 2.6 2.4 24 2.3 2.3
Real GDP, percent change, Q4/Q4 .........cceevvveeeuvennn. 2.0 2.0 2.6 3.4 3.6 3.6 3.5 2.9 2.4 2.4 2.3 2.3 2.3
GDP chained price index, percent change, year/year .... 2.1 1.9 2.0 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9

Consumer Price Index, 2 percent change, year/
year 3.1 2.1 2.1 2.2 2.2 2.2 2.2 2.2 2.2 2.2 2.2 2.2 2.2

Interest rates, percent: ®

91-day Treasury bills * .. 0.1 0.1 0.1 0.2 0.4 1.2 2.3 3.2 3.6 3.7 3.7 3.7 3.7
10-year Treasury notes 2.8 1.8 2.0 2.6 3.1 3.7 4.1 4.4 4.6 4.8 5.0 5.0 5.0
Unemployment rate, civilian, percent ® .................. 8.9 8.1 7.7 7.2 6.7 6.2 5.7 5.5 5.4 5.4 5.4 5.4 5.4

Note: A more detailed table of economic assumptions is in Chapter 2, “Economic Assumptions and Interactions with the Budget,” in the Analytical Perspectives volume of
the Budget, Table 2—1.

!Based on information available as of mid-November 2012.

2Seasonally adjusted CPI for all urban consumers.

3 Annual average.

4 Average rate, secondary market (bank discount basis).
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1. INTRODUCTION

The Analytical Perspectives volume presents analyses
that highlight specific subject areas or provide other sig-
nificant data that place the Budget in context and as-
sist the public, policymakers, the media, and research-
ers in better understanding the budget’s effects on the
Nation. This volume complements the main Budget vol-
ume, which presents the President’s budget policies and
priorities by agency, and the Budget Appendix volume,
which provides appropriations language, schedules for
budget expenditure accounts, and schedules for selected
receipt accounts.

Presidential budgets have included separate analyti-
cal presentations of this kind for many years. The 1947
Budget and subsequent budgets included a separate sec-
tion entitled “Special Analyses and Tables” that covered

four and sometimes more topics. For the 1952 Budget,
the section was expanded to 10 analyses, including many
subjects still covered today, such as receipts, investment,
credit programs, and aid to State and local governments.
With the 1967 Budget this material became a separate
volume entitled “Special Analyses,” and included 13 chap-
ters. The material has remained a separate volume since
then, with the exception of the Budgets for 1991-1994,
when all of the budget material was included in one large
volume. Beginning with the 1995 Budget, the volume has
been named Analytical Perspectives.

As in previous years, several large supplemental ta-
bles are available at http://www.budget.gov/budget/
Analytical_Perspectives and on the Budget CD-ROM. A
list of these items is in the Table of Contents.

OVERVIEW OF THE CHAPTERS

Economic and Budget Analyses

Economic Assumptions and Interactions Between the
Economy and the Budget. This chapter reviews recent
economic developments; presents the Administration’s
assessment of the economic situation and outlook, includ-
ing the effects of macroeconomic policies; compares the
economic assumptions on which the Budget is based with
the assumptions for last year’s Budget and those of oth-
er forecasters; illustrates how different economic paths
would produce different budget results even if current
law remained unchanged; and provides sensitivity esti-
mates for the effects on the Budget of changes in specified
economic assumptions. It also provides estimates of the
cyclical and structural components of the budget deficit.
Past errors in economic projections are reviewed.

Financial Stabilization Efforts and Their Budgetary
Effects. This chapter focuses on Federal efforts to stabi-
lize the economy and promote financial recovery in the
wake of the deep recession of 2008, including the Troubled
Asset Relief Program (TARP), reform of financial regula-
tion, and other measures. The chapter also includes spe-
cial analyses of the TARP as described in Section 203(a) of
the Emergency Economic Stabilization Act of 2008.

Long-Term Budget Outlook. This chapter assesses the
long-term budget outlook and the sustainability of cur-
rent budget policy by focusing on 75-year projections of
the Federal budget and showing how alternative long-
term budget assumptions would produce different results.
The chapter presents information on the size of the fiscal
gap, and the budgetary effects of growing health costs.

Federal Borrowing and Debt. This chapter analyzes
Federal borrowing and debt and explains the budget es-
timates. It includes sections on special topics such as the

trends in debt, agency debt, investment by Government
accounts, and the statutory debt limit.

Performance and Management

Social Indicators. This chapter presents a selection
of statistics that offer a numerical picture of the United
States. Included are economic, demographic, socioeco-
nomic and health statistics. There are also indicators of
safety and security, and environment and energy.

Delivering a High-Performance Government. This
chapter describes this Administration’s approach to per-
formance management—the Federal Government’s use
of performance goals, measurement, regular data-driven
reviews, and information dissemination to improve out-
comes that matter to the American people and deliver
returns on the taxpayer’s investment. It explains why
this approach was chosen, progress made, and future
plans. It also discusses implementation of the GPRA
Modernization Act.

Program Evaluation and Data Analytics. This chapter
underscores this Administration’s commitment to using
taxpayer dollars effectively and efficiently. It highlights
the role of performance measurement and program eval-
uation, discusses several of the Administration’s efforts
to use evidence and evaluation in decision-making and
program design, and highlights the Administration’s com-
mitment to use more and better empirical evidence.

Benefit-Cost Analysis. This chapter discusses the use
of benefit-cost analysis to design programs and policies to
ensure that they achieve the maximal benefit to society
and do not impose unjustified or excessive costs.

Improving the Federal Workforce. Strengthening the
Federal workforce is essential to building a high-perform-
ing Government. This chapter presents summary data


http://www.whitehouse.gov/omb/budget/Analytical_Perspectives
http://www.whitehouse.gov/omb/budget/Analytical_Perspectives
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on Federal employment and compensation; examines the
challenges posed by an aging Federal workforce; presents
opportunities for strengthening the personnel system to
achieve critical agency missions; and discusses progress
in improving employee performance and human capital
management.

Budget Concepts and Budget Process

Budget Concepts. This chapter includes a basic de-
scription of the budget process, concepts, laws, and termi-
nology, and includes a glossary of budget terms.

Coverage of the Budget. This chapter describes those
activities that are included in budget receipts and outlays
(and are therefore classified as “budgetary”), as distin-
guished from those activities that are not included in the
budget (and are therefore classified as “non-budgetary”).
The chapter also defines the terms “on-budget” and “off-
budget.”

Budget Process. This chapter discusses proposals to
improve budgeting and fiscal sustainability within indi-
vidual programs as well as across Government, describes
the system of scoring mandatory and revenue legislation
for purposes of the Statutory Pay-As-You-Go Act of 2010,
and presents proposals to revise the budget baseline and
improve budget presentation.

Federal Receipts

Governmental Receipts. This chapter presents infor-
mation on estimates of governmental receipts, which con-
sist of taxes and other compulsory collections. It includes
detailed descriptions of tax legislation enacted in the last
year and the receipts proposals in the Budget.

Offsetting Collections and Offsetting Receipts. This
chapter presents information on collections that offset
outlays, including collections from transactions with the
public and intragovernmental transactions. In addition,
this chapter presents information on “user fees,” charges
associated with market-oriented activities and regulatory
fees. The user fee information includes a description of
each of the user fee proposals in the Budget.

Tax Expenditures. This chapter describes and pres-
ents estimates of tax expenditures, which are defined as
revenue losses from special exemptions, credits, or other
preferences in the tax code.

Special Topics

Aid to State and Local Governments. This chapter
presents crosscutting information on Federal grants to
State and local governments, including highlights of
Administration proposals, a table displaying budget au-
thority and outlays for all grant programs, and informa-
tion on historical trends and data. An appendix to this
chapter includes State-by-State spending estimates of
major grant programs.

Strengthening Federal Statistics. This chapter discuss-
es 2014 Budget proposals for the Government’s principal
statistical programs.

Information Technology. This chapter gives an over-
view of Federal spending on information technology, and
the major initiatives through which the Administration

is seeking to improve Federal information technology to
deliver better value to taxpayers through improved pro-
gram performance, greater efficiency and cost savings,
and extending the transparency of Government and
participation of citizens. The chapter also discusses the
Administration’s plans to extend its accomplishments in
Federal information technology from its first four years
while continuing to provide strong information security
and protection of privacy.

Federal Investment. This chapter discusses federally
financed spending that yields long-term benefits. It pres-
ents information on annual spending on physical capital,
research and development, and education and training,
and on the cumulative capital stocks resulting from that
spending.

Research and Development. This chapter presents a
crosscutting review of research and development funding
in the Budget, including discussions about priorities and
coordination across agencies.

Credit and Insurance. This chapter provides cross-
cutting analyses of the roles, risks, and performance of
Federal credit and insurance programs and Government-
sponsored enterprises (GSEs). The general portion of the
chapter covers the categories of Federal credit (housing,
education, small business and farming, energy and infra-
structure, and international) and insurance programs (de-
posit insurance, pension guarantees, disaster insurance,
and insurance against terrorism-related risks). It also
offers occasional discussions of special issues. This year,
the chapter includes discussion of issues relating to “fair
value” cost estimates for Federal credit programs. Two
detailed tables, “Table 22—11, Direct Loan Transactions of
the Federal Government” and “Table 22—12, Guaranteed
Loan Transactions of the Federal Government,” are avail-
able at the Internet address cited above and on the Budget
CD-ROM.

Homeland Security Funding Analysis. This chapter
discusses homeland security funding and provides infor-
mation on homeland security program requirements, per-
formance, and priorities. Additional detailed information
is available at the Internet address cited above and on the
Budget CD-ROM.

Federal Drug Control Funding. This chapter displays
enacted and proposed drug control funding for Federal de-
partments and agencies.

California Bay-Delta Federal Budget Crosscut. This
chapter presents information on Federal funding for the
environmental restoration of California’s Bay-Delta, one
of the Administration’s priority ecosystems. Additional
detailed tables on Bay-Delta funding and project descrip-
tions are available at the Internet address cited above
and on the Budget CD-ROM.

Technical Budget Analyses

Current Services Estimates. This chapter presents es-
timates of what receipts, outlays, and the deficit would
be if current policies remained in effect, using modi-
fied versions of baseline rules in the Balanced Budget
Emergency Deficit Control Act (BBEDCA), as amended by
the Budget Control Act of 2011. A detailed table, “Table
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26-13, Current Services Budget Authority and Outlays
by Function, Category, and Program” is available at the
Internet address cited above and on the Budget CD-ROM.

Trust Funds and Federal Funds. This chapter provides
summary information about the two fund groups in the
budget—Federal funds and trust funds. In addition, for the
major trust funds and several Federal fund programs, the
chapter provides detailed information about income, outgo,
and balances.

National Income and Product Accounts. This chapter
discusses how Federal receipts and outlays fit into the
framework of the National Income and Product Accounts
(NIPAs) prepared by the Department of Commerce. The
NIPA measures are the basis for reporting Federal trans-
actions in the gross domestic product (GDP) and for an-
alyzing the effect of the Budget on aggregate economic
activity.

Comparison of Actual to Estimated Totals. This chap-
ter compares the actual receipts, outlays, and deficit for
2012 with the estimates for that year published in the
2012 Budget. It also includes a historical comparison of
the differences between receipts, outlays, and the deficit
as originally proposed with final outcomes.

Budget and Financial Reporting. This chapter sum-
marizes information about the Government’s financial
performance that is provided by three complementary
sources—the Budget, the financial statements, and the
integrated macroeconomic accounts.

The following materials are available at the Internet
address cited above and on the Budget CD-ROM:

Detailed Functional Table

Detailed Functional Table. Table 31-1, “Budget
Authority and Outlays by Function, Category, and
Program,” displays budget authority and outlays for ma-
jor Federal program categories, organized by budget func-
tion (such as health care, transportation, or national de-
fense), category, and program.

Federal Programs by Agency and Account

Federal Programs by Agency and Account. Table 32—1,
“Federal Programs by Agency and Account,” displays bud-
get authority and outlays for each account, organized by
agency, bureau, fund type, and account.
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2. ECONOMIC ASSUMPTIONS AND INTERACTIONS WITH THE BUDGET

This chapter presents the economic forecast on which
the 2014 Budget projections are based.! When the
President took office in January 2009, the economy was
in the midst of an historic economic crisis. The first or-
der of business for the new Administration was to arrest
the rapid decline in economic activity that threatened to
plunge the country into a second Great Depression. The
President and the Congress took unprecedented actions
to restore demand, stabilize financial markets, and put
people back to work. These steps included passage of the
American Recovery and Reinvestment Act (ARRA), signed
by the President just 28 days after taking office. They
also included the Financial Stability Plan, announced in
February 2009, which encompassed wide-ranging mea-
sures to strengthen the banking system, increase con-
sumer and business lending, and stem foreclosures and
support the housing market. These and a host of other
actions walked the economy back from the brink. The
economy bottomed out in June 2009 and gradually start-
ed to recover in late 2009.2 Further measures to aid the
recovery were taken in December 2010, such as cutting
payroll taxes and extending unemployment insurance.
Over the past 14 quarters, through the fourth quarter of
2012, real Gross Domestic Product (GDP) has grown at
an average annual rate of 2.1 percent, and since February
2010, 6.4 million jobs have been added in the private sec-
tor. Meanwhile, the unemployment rate has fallen from
its October 2009 peak of 10.0 percent to 7.7 percent (as of
February 2013).

At the start of this year, the American Taxpayer Relief
Act 0of 2012 (ATRA) prevented income tax increases on the
vast majority of taxpayers in 2013 and provided greater
certainty for the years ahead. With this legislation, the
recovery is projected to gain momentum in 2013 and to
strengthen further in 2014. However, even with healthy
economic growth, unemployment is expected to be higher
than is consistent with full employment for several more
years. The Administration is projecting unemployment to
continue to decline over the next five years, stabilizing at
5.4 percent by 2018.

This chapter contains several sections:

e The first section of this chapter reviews recent eco-
nomic performance.

e The second section discusses the Administration’s
economic projections.

e The third section compares the Administration’s to

1 In the Budget, economic performance is discussed in terms of calen-
dar years. Budget figures are discussed in terms of fiscal years.

2 The dating of U.S. business cycles is done by the National Bureau of

Economic Research, a private institution that has supported economic
research on business cycles and other topics for many decades.

other forecasts and to the Administration’s projec-
tion in last year’s Budget.

e The fourth section describes how changes in eco-
nomic variables result in changes in receipts, out-
lays, and the deficit.

° The fifth section presents information on fore-
cast errors for growth, inflation, and interest rates
and how these forecast errors compare to those in
forecasts made by the Congressional Budget Office
(CBO) and the private-sector Blue Chip Consensus
forecast.

e The sixth section presents alternatives to the cur-
rent Administration forecast—based on both more
optimistic and less optimistic assumptions with re-
spect to real economic growth and unemployment—
and describes the resulting effects on the deficit.

e The seventh section shows a probabilistic range of
budget outcomes based on past errors in projecting
the deficit.

o The last section discusses the relationship between
structural and cyclical deficits, showing how much
of the actual deficit is related to the economic cycle
(e.g., the recent recession) and how much would per-
sist even if the economy were at full employment.

Recent Economic Performance

The accumulated stresses from a contracting housing
market and the resulting strains on financial markets
brought the 2001-2007 expansion to an end in December
2007. In its early stages, the 2008-2009 recession was
relatively mild, but financial conditions worsened sharply
in the fall of 2008, and from that point forward the reces-
sion became much more severe. Before it ended, real GDP
had fallen further and the downturn had lasted longer
than any previous post-World War II recession. Looking
ahead, the likely strength of the recovery is one of the key
issues for the forecast, and the aftermath of the housing
and financial crises has an important bearing on the ex-
pected strength of the recovery.

Housing Markets Begin to Show Strength.—The
housing market has shown clear signs of recovery, after
its collapse in 2007 and 2008 which was a major cause of
the financial crisis and recession. In 2006-2007, hous-
ing prices peaked, and from 2007 through 2008, housing
prices fell sharply according to all available measures.?

3 There are several measures of national housing prices. Two respected
measures that attempt to correct for variations in housing quality are
the S&P/Case-Shiller Home Price Index and the Federal Housing Finance
Agency (FHFA) Purchase-Only House Price Index. The Case-Shiller
index peaked in 2006, while the FHFA index peaked in 2007.
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During the downturn, as house prices fell, investment in
housing plummeted, reducing the annualized rate of real
GDP growth by an average of 1 percentage point per quar-
ter. Housing prices started to rise again in 2012, with a
modest gain of 4 percent over the year. Residential in-
vestment began to increase steadily in the second quarter
of 2011, and rose by more than 14 percent during 2012.

In April 2009, housing starts fell to an annual rate of
just 478,000 units, the lowest level ever recorded for this
series, which dates from 1959. Housing starts rose mod-
estly over the next two years, but increased 37 percent to
over 950,000 units over the 12 months through December
2012. Typically, at least 1.5 million starts a year are
needed to accommodate the needs of an expanding popu-
lation and to replace older units, indicating potential for
a substantial housing rebound. Although a large over-
hang of vacant homes must be reduced before a robust
housing recovery can become firmly established, there are
indications that this is gradually happening with reduced
vacancies and fewer foreclosures. The Administration
forecast assumes a continued recovery in housing activity
that adds moderately to real GDP growth over the fore-
cast horizon.

The Risk of an International Slowdown.—While
the U.S. economy has returned to moderate growth, world-
wide recovery is uneven. Europe continues to confront
financial uncertainty stemming from the troubled finan-
cial condition of several countries in the Euro zone. After
the Euro was established as the common currency for 17
European countries in 1999, interest rates in those coun-
tries moved close together as their inflation rates tended
to converge. However, recent events have led markets to
reassess the long-run solvency of some of the countries
using the Euro, and the result has been a striking diver-
gence in the interest rates charged on sovereign debt of
the various countries. High interest rates on their debt
make it difficult for the most threatened of these coun-
tries to address the pressing fiscal issues that have put
some countries’ long-run solvency at risk.

At the beginning of 2012, many private forecasters were
expecting the recovery to accelerate over the course of the
year. Instead, 2012 saw subpar growth due to unexpected
headwinds. A persistent source of sluggishness has been
the sovereign debt crisis in Europe, which has curbed
global equity markets and will likely continue to weigh
on confidence and the global recovery going forward. The
European Union and European Central Bank have acted
to confront these issues, and the affected governments
have attempted to cut their budget deficits. Despite these
actions, however, the European recovery remains at risk
because of on-going structural adjustments and because
the necessary austerity measures taken to address the
fiscal crisis have in some cases limited demand and wag-
es, resulting in social unrest. Several European countries
have had slowing or negative growth in recent quarters,
and there also has been a slowdown in growth in many
emerging market economies.

Deleveraging has Slowed Consumption Growth.—
Between the third quarter of 2007 and the first quarter
of 2009, the real net worth of American households de-
clined by $16 trillion (24 percent) — the equivalent of more
than one year’s GDP. A precipitous decline in the stock
market, along with falling house prices over this period,
were the main reasons for the drop in household wealth.
Since then, real household wealth, including financial as-
sets, has risen substantially to near its previous peak,
although total net worth remains below the prior peak
level because housing prices have only recently started
to recover.*

Americans reacted to this massive loss of wealth by sav-
ing more. The personal saving rate had been declining
since the 1980s, and it reached a low point of 1.3 percent
in the third quarter of 2005. It remained low, averaging
only 2.2 percent through the end of 2007, but since then,
as wealth has declined, the saving rate has increased to an
average of 4.4 percent over the past three years. A sudden

4 Real wealth is computed by deflating household net worth from
the Flow-of-Funds Accounts by the Chained Price Index for Personal
Consumption Expenditures. Data are available through 2012:Q3.

Chart 2-1. Private Job Gains and Losses
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increase in the desire to save implies a corresponding re-
duction in consumer demand, and a fall-off in consumption
had a negative effect on the economy during the recession
of 2008 and early 2009. During that period, real consumer
spending fell at an annual rate of 2.3 percent. Since then,
real consumer spending has recovered and now exceeds
its previous peak level, although it has increased only 1.9
percent over the past four quarters. Continued growth in
consumption is essential to a healthy recovery, and, as in-
come also grows, increased consumption is compatible with
a higher but stable saving rate.

Rebound in Business Investment.—Business fixed
investment fell sharply during the 2008-2009 contraction.
It rose rapidly in 2010 through 2012, but even after the
substantial increases in business spending for structures,
equipment and software over the past 10 quarters, real
investment remains well below its pre-recession levels
implying room for further growth. The cost of capital is
low and American corporations at the end of 2012 held
substantial levels of cash reserves, which could provide
funding for future investments as the economy continues
to recover. The main constraint on business investment

Table 2-1.  ECONOMIC ASSUMPTIONS
(Calendar years; dollar amounts in billions)
Actual Projections
2011 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 2022 | 2023
Gross Domestic Product (GDP):
Levels, dollar amounts in billions:
Current dollars .........ceeeeereeeerneeneeieeenecenns 15,076 15,705| 16,384| 17,235 18,181 19,192| 20,247| 21,275| 22,247| 23219 24,216 25253| 26,331
Real, chained (2005) dollars ............ccoeweennen. 13,299 13,600 13,907 14,358 14,864| 15,399 15943| 16,441 16,873| 17,283 17,692| 18,104| 18,526
Chained price index (2005 = 100), annual
FE AT 0L 1134 1155 117.8] 120.1| 122.4| 124.7) 127.0 129.4| 131.9] 1344| 1369 1395 1422
Percent change, fourth quarter over fourth
quarter:
Current dollars ... 4.0 4.1 45 5.4 5.6 5.6 55 4.9 4.4 44 4.3 4.3 43
Real, chained (2005) dollars .............ccccevuuen. 2.0 2.0 2.6 34 3.6 3.6 35 2.9 24 24 2.3 2.3 2.3
Chained price index (2005 = 100) ........ccccouuu. 2.0 2.1 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9
Percent change, year over year:
Current dollars .........eeeeereeerneerneereeiseeeeres 40 42 4.3 5.2 55 5.6 55 5.1 46 4.4 4.3 43 43
Real, chained (2005) dollars ....... 1.8 2.3 2.3 3.2 35 3.6 35 3.1 2.6 2.4 2.4 2.3 2.3
Chained price index (2005 = 100) .......ccocceuee. 2.1 1.9 2.0 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9
Incomes, billions of current dollars:
Domestic Corporate Profits .........cccccvuwerceenn. 1,388/ 1,511] 1,566/ 1,743 1,833] 1,939 1,950 1,855 1,742 1,658 1,504| 1,422 1,328
Employee Compensation 8,295 8591 8903 9353 9,891 10,460, 11,070 11,671| 12,253| 12,841| 13,456 14,065 14,708
Wages and salaries 6,661 6,902 7,182 7,549 7,970, 8,438 8,945 9,435 9,911| 10,387| 10,879| 11,364| 11,885
Other taxable iNCOME? ..........oovvvvvvvvresrrrreriens 3252| 3387 3519| 3,643| 3,828 4,032 4300 4,585 4,832 5054/ 5257 5455/ 5,666
Consumer Price Index (all urban):®
Level (1982-84 = 100), annual average ......... 2249| 229.6| 2345 239.7| 2449| 250.3| 255.8| 2615 267.2| 273.1| 2791 2852| 2915
Percent change, fourth quarter over fourth
(oTU: g (<] PR 33 1.9 22 2.2 22 22 22 2.2 22 22 22 2.2 22
Percent change, year over year ..........cc......... 3.1 2.1 2.1 2.2 2.2 2.2 2.2 2.2 2.2 2.2 2.2 2.2 2.2
Unemployment rate, civilian, percent:
Fourth quarter 18vel ...........cccvvvenreerneineceneenne 8.7 79 75 7.0 6.5 6.0 5.6 5.4 5.4 54 54 5.4 5.4
Annual average ... 8.9 8.1 7.7 72 6.7 6.2 57 55 5.4 5.4 5.4 5.4 5.4
Federal pay raises, January, percent:
Military* 14 1.6 1.7 1.0 NA NA NA NA NA NA NA NA NA
Civilian® 0.0 0.0 05 1.0 NA NA NA NA NA NA NA NA NA
Interest rates, percent:
91-day Treasury bills® ...........coovvrerrrreeerrrrrnnee 0.1 0.1 0.1 0.2 0.4 1.3 2.3 32 36 37 37 37 37
10-year Treasury NOtES .......ccowenrrmernreenneens 2.8 1.8 2.0 2.6 3.1 3.7 4.1 4.4 4.6 4.8 5.0 5.0 5.0

N/A = Not Available

1Based on information available as of mid-November 2012.

2Rent, interest, dividend, and proprietors’ income components of personal income.
3 Seasonally adjusted CPI for all urban consumers.

4 Percentages apply to basic pay only; percentages to be proposed for years after 2014 have not yet been determined.
5Qverall average increase, including locality pay adjustments. Percentages to be proposed for years after 2014 have not yet been determined.

6 Average rate, secondary market (bank discount basis).
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Chart 2-2. Real GDP Growth Following a
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is poor sales expectations, which have been dampened by
the slow pace of recovery. However, if consumption picks
up, businesses are in a good position to expand invest-
ment. Nevertheless, the pace of future growth could prove
to be uneven, as investment tends to be volatile.

Steady Progress in the Labor Market.—The un-
employment rate peaked in 2009. It has declined since
then, but it remains well above its historical average of
under 6 percent, and the rate of long-term unemploy-
ment (those out of work for more than 6 months) re-
mains high. The high rate of unemployment has had
devastating effects on American families, and the recov-
ery will not be real for most Americans until the job mar-
ket strengthens further. Historically, when the economy
grows, so does employment, and there are signs that this
pattern is repeating itself in the current recovery, albeit
slowly. Private employment has grown for 36 straight
months, although at a relatively modest rate. The posi-
tive job growth has far exceeded the job gains in the re-
covery following the 2001 recession, and is only slightly
less than equivalent in comparison to the 1990s expan-
sion (see Chart 2-1).

Economic Projections

The economic projections underlying the 2014 Budget
estimates are summarized in Table 2—1. The assumptions
are based on information available as of mid-November
2012. This section discusses the Administration’s projec-
tions, and the next section compares these projections with
those of the Federal Reserve’s Open Market Committee
(FOMC), the CBO, and the Blue Chip Consensus of pri-
vate forecasters.

Real GDP.—The Administration projects the econom-
ic recovery that began in mid-2009 will continue with real
GDP growing at an average annual rate of 2.9 percent
over the next 10 years. At the beginning of 2013, the en-
actment of the American Taxpayer Relief Act removed
much of the uncertainty about tax changes that existed
when the Administration finalized its economic assump-
tions in November. However, the projected growth rate

1970

41
2.7
2.2

1975 1982 1991 2001 Average Forecast

in November was based on policy assumptions that were
similar to ATRA in regard to tax extensions. The middle
class tax cuts were made permanent, tax rates on regular
income were raised for the wealthiest taxpayers; and rates
were also raised on dividends and capital gains (relative
to 2012 tax law). The temporary two percentage point
payroll tax cut of 2011-12 expired. The effective increase
in the payroll tax rate is expected to produce some fis-
cal drag during 2013, and as a result the Administration
projects 2.6 percent GDP growth over the four quarters
of the year, accelerating to 3.4 percent growth in 2014
when increased private demand is expected to play a
larger role in supporting continued recovery. This eco-
nomic forecast, as always, is based on the assumption that
the Administration’s budget proposals are enacted in full,
including a proposal for infrastructure spending to boost
the economy and lay a foundation for long-term growth,
and that the sequester that took effect on March 1st of
this year is avoided and the harmful, across-the-board
cuts are reversed. The economy is expected to continue
to grow at a pace of about 3.5 percent over the following
three years. Real GDP growth is projected to return to its
“potential” growth rate of 2.4 percent by 2019, and to grow
at a steady 2.3 percent rate for the remaining four years
of the forecast. The slight drop off in the last few years is
due to demographic factors that lower the labor force par-
ticipation rate as the baby boom generation retires.

As shown in Chart 2-2, the Administration’s projec-
tions for real GDP growth over the first seven years of
the expected recovery imply an average growth rate be-
low the average for historical recoveries. Recent recov-
eries have been somewhat weaker than average, but the
last two expansions were preceded by mild recessions
with relatively little pent-up demand when conditions
improved. Because of the depth of the recent recession,
there is much more room for a rebound in spending and
production than was true either in 1991 or 2001. On the
other hand, lingering effects from the credit crisis and
other special factors have limited the pace of the recovery
until now.
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BOX 2-1. SUPPLY-SIDE ANALYSIS OF LONG-TERM GROWTH

The growth rate of the economy over the long run is determined by the growth of its supply-side components, demographics,
and technological change. The growth rate that characterizes the long-run trend in real U.S. GDP—or potential GDP—plays
an important role in guiding the Administration’s long-run forecast. Through 2020, potential real GDP is projected to grow at
a 2.4 percent annual rate, before slowing to 2.3 percent during the three years 2021-23, reflecting the increasing size of the
retiring baby-boom cohorts.

Table 2-2 shows the Administration’s forecast for the contribution of each supply-side factor to the growth in potential real
GDP: the working-age population, the rate of labor force participation, the employed share of the labor force, the ratio of non-
farm business employment to household employment, the length of the workweek, labor productivity, and the ratio of real GDP
to nonfarm output. Each column in Table 2-2 shows the average annual growth rate for each factor over a specific period of
time. The first column shows the long-run average growth rates between the business-cycle peak of 1953 and the business-
cycle peak of 2007, with business-cycle peaks chosen as end points to remove the substantial fluctuations within cycles so as
to reveal long-run trends. The second column shows average growth rates between the fourth quarter of 2007 and the third
quarter of 2012, a period that includes the 2007—09 recession and the recovery so far. The third column shows the Administra-
tion’s projection for the entire 11-year forecast period, from the third quarter of 2012 to the fourth quarter of 2023. And the
fourth column shows average projected growth rates between the fourth quarter of 2020 and the fourth quarter of 2023, that
is, the last three years of the forecast interval when the economy is assumed to settle into steady-state growth.

Summing the growth rates of these components, real GDP is projected to rise at an average 2.8 percent a year over the
projection period (line 8, column 3), somewhat faster than the 2.4 percent annual growth rate for potential real GDP (line 9,
column 3). Actual GDP can and is expected to grow faster than potential GDP primarily because of the projected rise in the
employment rate (line 3, column 3) as millions of currently unemployed workers find jobs. Real potential GDP (line 9, columns
3 and 4) is projected to grow more slowly than the long-term historical growth rate of 3.2 percent a year (line 9, column 1). The
projected slowdown in real potential GDP growth primarily reflects the lower projected growth rate of the working-age popula-
tion and the retirement of the baby-boom cohort.

Table 2-2. COMPONENTS OF ACTUAL AND POTENTIAL
REAL GDP GROWTH, 1952-2023

Average Annual Growth rate@
History, peak- | Recent history, Out-year
Component to-peak since peak Forecast forecast
1953:Q2 to 2007:Q4 to 2012:Q3 to 2020:Q4 to
2007:Q4° 2012:Q3 2023:Q4 2023:Q4
1 |Civilian noninstitutional population aged
1B oot 1.4 1.2 1.0 1.0
2 |Labor force participation rate . 0.2 -0.8 -0.1 -0.4
3 |Employed share of the labor force ......... -0.0 -0.7 0.3 0.0
4 |Ratio of nonfarm business employment
to household employment .................. 0.0 -0.7 -0.0 0.0
5 |Average weekly hours (nonfarm
DUSINESS) ...oovvvvneererrrreerieerieeeeenae -0.3 -0.0 -0.1 -0.1
6 |Output per hour (productivity, nonfarm
business) 2.1 1.6 2.2 2.2
7 |Ratio of real GDP to nonfarm business
OUEPUL .o -0.2 0.0 -0.3 -04
8 |Sum:Actual real GDP ...... 32 05 2.8 2.3
9 |Memo: Potential real GDP 3.2 2.0 24 2.3

a All contributions are in percentage points at an annual rate, forecast finalized in mid-November 2012.

b 1953:Q2 and 2007:Q4 are business-cycle peaks.

Note: Population, labor force, and household employment have been adjusted for discontinuities in the
population series. Nonfarm business employment, workweek, and productivity come from the Labor Productivity
and Costs database maintained by the Bureau of Labor Statistics.

Source: Bureau of Labor Statistics, Current Population Survey, Labor Productivity and Costs; Bureau of
Economic Analysis, National Income and Product Accounts; Department of the Treasury; Office of Management
and Budget; CEA calculations.

The U.S. economy has enormous room for growth, al-
though there are factors that could continue to limit
that growth in the years ahead. On the positive side,
the unemployment rate has fallen since the recession

trough and further progress is expected

particularly if the President’s Budget proposals are
adopted. The Federal Reserve’s recent directive states

that a “highly accommodative stance of monetary pol-
icy will remain appropriate for a considerable time.”
However, financial markets here and in Europe have
been troubled by weak economic growth and the sus-

in 2013-14, tainability of fiscal policy in some European countries.

The drag from a European slowdown could hold back
the U.S. economy.
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Long-Term Growth.—The Administration’s forecast
does not attempt to project cyclical developments beyond
the next few years. The long-run projection for real eco-
nomic growth and unemployment assumes that they will
maintain trend values in the years following the return to
full employment. Real GDP, reflecting the slower growth
in productivity outside the nonfarm business sector, grows
at a rate of 2.3 percent in the final years of the projection.
That is markedly slower than the average growth rate of
real GDP since 1947 of 3.2 percent per year. In the 215t
Century, real GDP growth in the United States is likely to
be permanently slower than it was in earlier eras because
of a slowdown in labor force growth initially due to the re-
tirement of the post-World War II baby boom generation,
and later due to a decline in the growth of the working-
age population.

Box 2-1 describes the components of long-term growth
rates and how they relate to the Administration’s forecast
in more detail.

Unemployment.—In February 2013, the overall un-
employment rate was 7.7 percent. In line with the in-
creased growth in the economy projected after 2013, the
unemployment rate is expected to ease to 5.4 percent
by 2018 and to remain at that level during the period of
trend growth during the last few years of the forecast.

Inflation.—The Consumer Price Index for all urban
consumers (CPI-U) rose by 1.7 percent for the 12 months
ending in December 2012. Over the previous 12 months
it had risen by 3.0 percent. The decrease in inflation in
2012 was due almost entirely to sharp movements in food
and energy prices. The “core” CPI, excluding both food
and energy, was up 1.9 percent through the 12 months
ending in December, little changed from the 2.2 percent
during 2011.

Weak demand continues to hold down prices for many
goods and services, and continued high unemployment is
expected to result in a relatively low inflation rate. As the
economy recovers and the unemployment rate declines, the
rate of inflation should remain near the Federal Reserve’s
target of around 2 percent per year. With the recovery
path assumed in the Administration forecast, the risk of
outright deflation appears minimal. The Administration
assumes that the rate of change in the CPI will average
2.2 percent and that the GDP price index will increase at
a 1.9 percent annual rate in the long run.

Interest Rates.—Interest rates on Treasury securi-
ties fell sharply in late 2008, as both short-term and
long-term rates declined to their lowest levels in decades.
Since then Treasury rates have fluctuated, but they have
not returned to the levels before the financial crisis, and
at the end of 2012 long-term rates were especially low. In
the first week of January, the yield on 10-year Treasuries
was just 1.9 percent. Investors have sought the security
of Treasury debt during the heightened financial uncer-
tainty of the last few years, which has kept yields low.
At the short end of the yield curve, the Federal Reserve
is holding short-term rates near zero as it seeks to foster
economic growth and lower unemployment. The Federal
Reserve’s policy of purchasing long-term Treasury securi-
ties may also be helping to hold down long-term rates.

In the Administration projections, interest rates are ex-
pected to rise, but only gradually as financial concerns
are alleviated and the economy recovers from recession.
The 91-day Treasury bill rate is projected to remain near
zero into 2015 consistent with the Federal Reserve’s an-
nounced intentions, and then to rise to 3.7 percent by
2017. The 10-year rate begins to rise in 2013 and reaches
5.0 percent by 2021. After adjusting for inflation, the pro-
jected real interest rates are close to their historical aver-
ages.

Income Shares.—The share of labor compensation in
GDP was extremely low by historical standards in 2012.
It is expected to remain low for the next few years fall-
ing to a low point of 54.3 percent of GDP in 2013-2014.
As the economy grows faster in the middle years of the
forecast period, and as employment increases as a result,
compensation is projected to rise, reaching 55.9 percent of
GDP in 2023. In the expansion that ended in 2007, labor
compensation tended to lag behind the growth in produc-
tivity, and that has also been true for the surge in produc-
tivity growth in 2009-2010. The share of taxable wages,
which is strongly affected by changes in health insurance
costs, is expected to rise from 43.8 percent of GDP in 2013
to 45.1 percent in 2023. The share of domestic corporate
profits is expected to decline from 12.4 percent of GDP in
2012 to 8.2 percent in 2023, which is close to its historical
average.

Comparison with Other Forecasts

Table 2—-3 compares the economic assumptions for the
2014 Budget with projections by CBO, the Blue Chip
Consensus — an average of about 50 private-sector econom-
ic forecasts — and, for some variables, the Federal Reserve
Open Market Committee. These other forecasts differ
from the Administration’s projections, but the forecast dif-
ferences are relatively small compared with the margin of
error in all economic forecasts. Like the Administration,
the other forecasts project that real GDP will continue to
grow as the economy returns to a normal level of unem-
ployment. The forecasts also agree that inflation will be
low while outright deflation is avoided, and that interest
rates will eventually rise to more normal levels.

There are some conceptual differences between the
Administration forecast and the other economic forecasts.
The Administration forecast assumes that the President’s
Budget proposals will be enacted, and passage of those
proposals will boost growth. The 50 or so private fore-
casters in the Blue Chip Consensus make differing policy
assumptions, and some may not assume that the seques-
ter will be successfully replaced with balanced deficit re-
duction or that the Congress will enact other polices the
Administration has proposed to boost growth. CBO is re-
quired to assume that current law will continue in mak-
ing its projections. As a result, their February projections
assumed that the sequester would take place, as well as
other fiscal tightening actions that would lower growth
in 2013. Specifically, CBO stated that its 1.4 percent pro-
jection for real GDP growth this year could be as much
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Table 2-3. COMPARISON OF ECONOMIC ASSUMPTIONS

(Calendar years)
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Nominal GDP:
15,705| 16,384| 17,235| 18,181 19,192| 20,247| 21,275 22,247| 23219| 24,216| 25253| 26,331
15,692| 16,149/ 16,863| 17,913] 19,087| 20,224| 21,178 22,129| 23,099| 24,093| 25,117 26,180
15,682| 16,239| 16,993| 17,888 18,793| 19,725 20,684| 21,667| 22,676 23,730| 24,835 26,002
2.3 2.3 32 35 36 35 3.1 26 24 24 23 2.3
2.3 1.4 2.6 4.1 4.4 38 2.6 24 2.3 22 22 2.2
2.2 1.8 27 31 29 2.8 2.7 2.6 25 25 25 25
2.0 2.6 34 36 3.6 35 2.9 24 24 2.3 2.3 23
1.9 14 3.4 4.4 43 3.2 2.5 24 2.2 2.2 22 2.2
BIUE ChiIP e 1.6 23 2.8 3.2 2.8 2.8 2.6 26 25 25 25 25
Federal Reserve Central Tendency ... 2.3-28] 29-34| 29-37
GDP Price Index:!
2014 BUAGEL ..., 1.9 2.0 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9
CBO oo 1.8 1.5 1.8 2.0 2.1 2.1 241 2.0 2.1 2.0 2.0 2.0
BIUE ChiP e 1.8 1.7 1.9 2.1 2.1 2.1 2.1 2.1 2.1 2.1 2.1 2.1
Consumer Price Index (CPI-U):!
2014 BUAGEL ..o 2.1 2.1 2.2 22 2.2 2.2 22 2.2 2.2 22 2.2 2.2
CBO 2.1 1.6 1.9 2.1 2.1 2.2 23 2.3 2.3 23 2.3 2.3
2.1 1.8 2.1 23 24 24 24 24 2.3 23 2.3 2.3
8.1 7.7 7.2 6.7 6.2 5.7 55 5.4 5.4 54 5.4 5.4
8.1 7.9 7.8 741 6.3 5.6 55 55 5.4 5.4 5.3 5.3
2] U= O o SO 8.1 77 7.3 6.7 6.3 6.0 57 56 5.6 5.6 5.6 5.6
Federal Reserve Central Tendency® ..........cccooo........ 7.3-75| 6.7-7.0| 6.0-6.5
Interest Rates:?
91-Day Treasury Bills (discount basis):
2014 BUAGEL ..o 0.1 0.1 0.2 0.4 1.3 2.3 3.2 3.6 3.7 3.7 3.7 3.7
CBO et 0.1 0.1 0.2 0.2 15 3.4 4.0 4.0 4.0 4.0 4.0 4.0
Blue Chip ..o, 0.1 0.1 0.2 0.9 2.1 3.0 33 35 3.6 3.6 3.6 3.6
10-Year Treasury Notes:
2014 Budget 1.8 2.0 2.6 3.1 37 4.1 4.4 46 4.8 5.0 5.0 5.0
CBO oot 1.8 2.1 27 35 43 5.0 5.2 5.2 5.2 5.2 5.2 5.2
BlUE ChIP oo 1.8 2.1 2.7 34 441 45 47 4.7 47 47 4.7 47

N/A = Not Available

Sources:Administration;CBO, The Budget and Economic Outlook: Fiscal Years 2013 to 2023; March 2013 Blue Chip Economic Indicators, Aspen Publishers, Inc.; Federal Reserve

Open Market Committee, March 20, 2013.
1Year-over-year percent change.
2 Annual averages, percent.
3 Average of 4th quarter values.

as 1-1/2 percentage points higher if the sequester, payroll
tax increase, and other actions were not taken.

The Administration projections were completed in mid-
November. The five-month lag between that date and the
Budget release is due in part because the budget process
requires lead time to complete the estimates for agency
programs that are incorporated in the Budget. Forecasts
made at different dates will differ if economic news be-
tween the two dates alters the economic outlook. The
Blue Chip Consensus for 2013-2023 in this table was the
latest available, from early March. The FOMC members’

central tendency of their forecasts are from March 2013.
The CBO forecast is from its February 2013 report.

Real GDP Growth.— In 2013, the Administration
expects more growth than the other forecasters, mainly
because the forecast assumes that all of the Budget pro-
posals will be enacted. Other forecasters make different
assumptions. In 2014, the Administration expects growth
to increase, while most other forecasters also look for an
increase but to a lesser degree.

The Administration projects that real GDP will eventu-
ally recover much of the loss from the 2008-2009 recession.
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This implies a few years of higher-than-normal growth as
real GDP makes up the lost ground. The Blue Chip aver-
age shows only a very limited recovery in this sense. In the
Blue Chip projections, real GDP growth exceeds its long-
run average only briefly in the 11-year forecast period, and
much of the loss of real GDP experienced during the reces-
sion is permanent. CBO anticipates a stronger recovery
than Blue Chip that would return real GDP to nearly the
same level as in the Administration forecast. In the long
run, the real growth rates projected by the forecasters are
similar, ranging between 2.3 and 2.5 percent.

All economic forecasts are subject to error, and looking
back the forecast errors are usually much larger than the
forecast differences discussed above. As discussed in a
section later in this chapter, past forecast errors among
the Administration, CBO, and the Blue Chip have been
roughly similar.

Unemployment, Inflation, and Interest Rates.—The
Administration forecasts unemployment falling steadily
over the next few years to a level of 5.4 percent. The Blue
Chip and CBO also show a decline in unemployment, but
at a slower rate. By the end of the forecast, CBO and the
Administration have about the same level of unemployment,
while the Blue Chip has it declining to only 6.0 percent.
The Administration’s unemployment projection is within
the range of the Federal Reserve forecast. Nevertheless,
the CBO projection of unemployment is higher than the

Administration in 2013-2015, reflecting the different policy
assumptions underlying the two forecasts. Over time the
Administration projects a return to the average unemploy-
ment rate that prevailed in the 1990s and 2000s.

The Administration, CBO, and the Blue Chip Consensus
anticipate a subdued rate of inflation over the next two
years. In the medium term, inflation is projected to return
to a rate of around two percent per year, which is consis-
tent with the Federal Reserve’s long-run policy goal for
inflation. All forecasts all have interest rates increasing
substantially in the long run to similar levels. However,
the path of interest rate adjustment differs substantially,
with the Blue Chip showing a rise in rates that begins
before the other forecasters.

Changes in Economic Assumptions.—The 2014
Budget forecast reflects economic developments over the
past year, but some of the forecast values are similar
to those of the 2013 Budget, especially in the long run
(see Table 2—4). The previous Budget anticipated more
rapid growth in 2013-2017 than the current Budget, and
assumed a slightly higher rate of potential GDP growth
in the long run. The projection for the long-term unem-
ployment rate has remained unchanged, but the forecast
starts from a lower level, reflecting the sharper-than-ex-
pected decline in 2012. Projected interest rates are lower
in the medium term, reflecting the additional actions by
the Federal Reserve to keep rates low for an extended

Table 2-4. COMPARISON OF ECONOMIC ASSUMPTIONS IN THE 2013 AND 2014 BUDGETS

(Calendar years; dollar amounts in billions)

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Nominal GDP:

2013 Budget Assumptions’ 15,779| 16,522 17,397| 18,448| 19,533| 20,651| 21,689| 22,666| 23,659| 24,688 25,760

2014 Budget ASSUMPLONS .........ccevevmmerrnrereriresriseeienns 15,705| 16,384| 17,235| 18,181| 19,192| 20,247| 21,275 22,247| 23219| 24,216 25253
Real GDP (2005 dollars):

2013 Budget Assumptions’ 13,687| 14,097 14,606] 15211| 15821| 16,431| 16,952| 17,403| 17,844 18,290 18,748

2014 Budget ASSUMPLIONS ........cvevrrrrermrcierieereseeienns 13,600 13,907| 14,358| 14,864| 15399| 15943| 16,441| 16,873| 17,283 17,692 18,104
Real GDP (percent change):2

2013 Budget ASSUMPLIONS ........cceurvemrerrcicrieerineeiens 27 3.0 36 4.1 4.0 39 32 2.7 25 25 25

2014 Budget ASSUMPLIONS ........cvvervrcreniierieieriiiinnines 2.3 2.3 3.2 35 3.6 3.5 3.1 2.6 24 2.4 2.3
GDP Price Index (percent change):2

2013 Budget ASSUMPHONS ......cccvurvereiereineicineineiseinees 1.7 1.7 1.6 1.8 1.8 1.8 1.8 1.8 1.8 1.8 1.8

2014 Budget ASSUMPHONS ........cveeevrmrrenreierirenniseeienes 1.9 2.0 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9
Consumer Price Index (all-urban; percent change):2

2013 Budget ASSUMPLONS ........cveuvverrerrercrieerineeeenes 22 1.9 2.0 2.0 2.1 2.1 2.1 2.1 2.1 2.1 2.1

2014 Budget ASSUMPLONS ........vvevrrerrerrcrerieerineeeenns 2.1 2.1 22 2.2 22 22 22 2.2 22 22 22
Civilian Unemployment Rate (percent):?

2013 Budget ASSUMPLIONS .........vvuremcrmeireeieierecrinnines 8.9 8.6 8.1 7.3 6.5 5.8 55 54 5.4 5.4 5.4

2014 Budget ASSUMPLIONS .......c.cvvurvrererirerineieriirinnines 8.1 7.7 7.2 6.7 6.2 5.7 55 54 54 5.4 5.4
91-day Treasury bill rate (percent):?

2013 Budget ASSUMPLONS ......cocvuvueeieneireincineiseiseiseees 0.1 0.2 1.4 2.7 3.9 41 41 4.1 41 41 41

2014 Budget ASSUMPLONS ......ccocvuvueecireineieineineiseineees 0.1 0.1 0.2 04 1.3 2.3 3.2 3.6 3.7 3.7 3.7
10-year Treasury note rate (percent):®

2013 Budget ASSUMPLONS ......coucvvvmrecereireieiseineiseisnis 2.8 35 3.9 4.4 47 5.0 5.1 5.1 5.1 5.3 5.3

2014 Budget ASSUMPHIONS ......cvrevcrreiriririisiesieseennens 1.8 2.0 2.6 3.1 3.7 41 4.4 4.6 4.8 5.0 5.0

T Adjusted for July 2012 NIPA revisions.
2 Calendar year over calendar year.
3 Calendar year average.
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period, and they are slightly lower in the long term as
well. As in last year’s projections, inflation is also pro-
jected to return to its long-run average consistent with
Federal Reserve policy, now estimated at 0.1 percentage
point higher than last year at 2.2 percent for the CPI-U
and 1.9 percent for the GDP price index.

Sensitivity of the Budget to Economic Assumptions

Both receipts and outlays are affected by changes in
economic conditions. Budget receipts vary with individu-
al and corporate incomes, which respond to both real eco-
nomic growth and inflation. At the same time, outlays
for many Federal programs are directly linked to develop-
ments in the economy. For example, most retirement and
other social insurance benefit payments are tied by law

to consumer price indices. Medicare and Medicaid out-
lays are affected directly by the price of medical services.
Interest on the debt is linked to market interest rates and
the size of the budget surplus or deficit, both of which in
turn are influenced by economic conditions. Outlays for
certain benefits such as unemployment compensation and
the Supplemental Nutrition Assistance Program vary
with the unemployment rate.

This sensitivity complicates budget planning because
differences in economic assumptions lead to changes in the
budget projections. Economic forecasting inherently entails
uncertainty. It is therefore useful to examine the implica-
tions of possible changes in economic assumptions. Many
of the budgetary effects of such changes are fairly predict-
able, and a set of general principles or “rules of thumb”
embodying these relationships can aid in estimating how

Table 2-5. SENSITIVITY OF THE BUDGET TO ECONOMIC ASSUMPTIONS

(Fiscal years; in billions of dollars)

Total of
Budget effect Effects,
2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 [2013-2023
Real Growth and Employment
Budgetary effects of 1 percent lower real GDP growth:
(1) For calendar year 2013 only, with real GDP recovery in
2014-15:
RECEIPES .ovveverercivriirieretee e -162| -245 -112] -1.1 0.4 0.4 0.4 0.4 0.3 0.4 0.3 -50.5
OUHAYS .ot 4.0 9.4 47 0.8 1.2 2.0 24 2.6 2.7 2.8 29 35.6
Increase in deficit (+) 20.2 33.9 15.9 1.9 0.8 1.6 2.0 2.3 2.4 25 2.6 86.1
(2) For calendar year 2013 only, with no subsequent recovery:
RECEIPES ..o -16.2| -329 -37.8| -404| -434| -462| -49.1| -51.9| -55.0/ -58.0| -61.3] —492.3
OUHAYS ..o 40/ 11.4] 130/ 153] 193] 245] 295| 337 378 4241 46.6 2772
Increase in defiCit (+) ..o 20.2| 443] 508/ 557 627/ 707| 786 857 92.8/ 100.1| 107.9 769.5
(3) Sustained during 2013 - 2023, with no change in
unemployment:
RECEIPES ..o -16.4| -50.6| -93.9| -143.4| -200.4| -262.1| -330.1| —402.1| -480.2| -564.0| -654.4| -3,197.6
OULAYS oot -03] -07] 09 0.1 49| 148 280 41.7] 574 75.6] 97.0 317.2
Increase in defiCit (+) ...evevrrrrreerererrerrseeereerseeieeenns 16.1 49.9| 9301 1436 2052| 2769 358.2| 443.8| 537.3] 639.6] 751.4] 35149
Inflation and Interest Rates
Budgetary effects of 1 percentage point higher rate of:
(4) Inflation and interest rates during calendar year 2013 only:
RECEIPLS .oovviriieieiee e 21.3 415 41.6 411 445 47.8 50.9 53.9 57.1 60.3 63.4 523.4
Outlays .....ccoveuueenee 221 39.5 32.0 32.7 32.0 31.9 30.5 30.4 29.0 29.8 29.5 339.4
Decrease in deficit ( 08 -20f -97| -84 -125 -159| -205 -234| -28.0 -30.5 -339 -184.0
(5) Inflation and interest rates, sustained during 2013 - 2023:
Receipts 21.3| 637 111.0] 1652| 229.6| 296.7| 369.2| 4483 b540.3] 6386 741.0f 3,624.8
Outlays ... 19.8) 68.0/ 111.8] 155.3] 196.2| 236.2 278.4| 321.4| 3638 4118 4544 261741
Decrease in deficit (-) -15 43 08 99| -334| -60.5 -90.8| -126.8| -176.5| -226.8| —286.6] -1,007.6
(6) Interest rates only, sustained during 2013 - 2023:
RECEIPES ... 50  13.8] 192 249 325 366 393 427 501 572 606 381.8
OUHAYS oot 1100 415 645 833 101.3 1191| 1352 151.0] 164.00 177.3 188.9] 1,237.2
Increase in defiCit (+) ..o 59 277 453| 585 688 826/ 959 108.3] 114.0f 1202 128.3 855.4
(7) Inflation only, sustained during 2013 - 2023:
RECEIPES oot 16.2 49.7 91.3 139.7 196.2| 259.0f 3285 403.8| 488.0 5788 6774 32285
OUHIAYS oottt 8.8 26.8] 48.0, 73.3 97.2] 120.9] 149.0f 178.8] 211.2] 249.7| 285.3 1,449.0
Decrease in AefiCit (=) ... -74 229 434 -66.4| -99.0f -138.1| -179.5| -224.9| -276.9] -329.1] -392.0f -1,779.5
Interest Cost of Higher Federal Borrowing
(8) Outlay effect of $100 billion increase in borrowing in 2013 ..... 0.1 0.2 0.3 0.9 2.0 3.2 4.0 4.4 4.6 4.8 5.0 295

The unemployment rate is assumed to be 0.5 percentage point higher per 1.0 percent shortfall in the level of real GDP.
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changes in the economic assumptions would alter outlays,
receipts, and the surplus or deficit. These rules of thumb
should be understood as suggesting orders of magnitude;
they do not account for potential secondary effects.

The rules of thumb show how the changes in economic
variables affect Administration estimates for receipts and
outlays, holding other factors constant. They are not a
prediction of how receipts or outlays would actually turn
out if the economic changes actually materialized. The
rules of thumb are based on a fixed budget policy that is
not always a good predictor of what might actually hap-
pen to the budget should the economic outlook change
substantially. For example, unexpected downturns in
real economic growth, and attendant job losses, usually
give rise to legislative actions to stimulate the economy
with additional countercyclical policies. Also, the rules
of thumb do not reflect certain “technical” changes that
often accompany the economic changes. For example,
changes in capital gains realizations often accompany
changes in the economic outlook. On the spending side
of the budget, the rules of thumb do not capture changes
in deposit insurance outlays, even though bank failures
are generally associated with weak economic growth and
rising unemployment.

Economic variables that affect the budget do not al-
ways change independently of one another. Output and
employment tend to move together in the short run: a
high rate of real GDP growth is generally associated with
a declining rate of unemployment, while slow or negative
growth is usually accompanied by rising unemployment,
a relationship known as Okun’s Law. In the long run,
however, changes in the average rate of growth of real
GDP are mainly due to changes in the rates of growth
of productivity and the labor force, and are not necessar-
ily associated with changes in the average rate of unem-
ployment. Expected inflation and interest rates are also
closely interrelated: a higher expected rate of inflation
increases nominal interest rates, while lower expected in-
flation reduces them.

Changes in real GDP growth or inflation have a much
greater cumulative effect on the budget if they are sus-
tained for several years than if they last for only one year.
However, even temporary changes can have lasting ef-
fects if they permanently raise the level of the tax base or
the level of Government spending. Moreover, temporary
economic changes that affect the deficit or surplus change
the level of the debt, affecting future interest payments.
Highlights of the budgetary effects of these rules of thumb
are shown in Table 2-5.

For real growth and employment:

e The first block shows the effect of a temporary reduc-
tion in real GDP growth by one percentage point sus-
tained for one year, followed by a recovery of GDP to
the base-case level (the Budget assumptions) over the
ensuing two years. In this case, the unemployment
rate is assumed to rise by one-half percentage point
relative to the Budget assumptions by the end of the
first year, then return to the base case rate over the
ensuing two years. After real GDP and the unemploy-

ment rate have returned to their base case levels, most
budget effects vanish except for persistent out-year in-
terest costs associated with larger near-term deficits.

e The second block shows the effect of a reduction in
real GDP growth by one percentage point sustained
for one year, with no subsequent “catch up,” accom-
panying a permanent increase in the natural rate
of unemployment (and of the actual unemployment
rate) of one-half percentage point relative to the
Budget assumptions. In this scenario, the level of
GDP and taxable incomes are permanently lowered
by the reduced growth rate in the first year. For that
reason and because unemployment is permanently
higher, the budget effects (including growing inter-
est costs associated with larger deficits) continue to
grow in each successive year.

e The budgetary effects are much larger if the growth
rate of real GDP is permanently reduced by one per-
centage point even leaving the unemployment rate
unchanged, as might result from a shock to produc-
tivity growth. These effects are shown in the third
block. In this example, the cumulative increase in
the budget deficit is many times larger than the ef-
fects in the first and second blocks.

For inflation and interest rates:

e The fourth block shows the effect of a one percent-
age point higher rate of inflation and one percentage
point higher nominal interest rates maintained for
the first year only. In subsequent years, the price
level and nominal GDP would both be one percent-
age point higher than in the base case, but inter-
est rates and future inflation rates are assumed to
return to their base case levels. Receipts increase
by somewhat more than outlays. This is partly due
to the fact that outlays for annually appropriated
spending are assumed to remain constant when pro-
jected inflation changes. Despite the apparent im-
plication of these estimates, inflation cannot be re-
lied upon to lower the budget deficit, mainly because
policy-makers have traditionally prevented inflation
from permanently eroding the real value of spend-
ing.

e In the fifth block, the rate of inflation and the level
of nominal interest rates are higher by one percent-
age point in all years. As a result, the price level
and nominal GDP rise by a cumulatively growing
percentage above their base levels. In this case,
again the effect on receipts is more than the effect
on outlays. As in the previous case, these results as-
sume that annually appropriated spending remains
fixed under the discretionary spending limits. Over
the time period covered by the budget, leaving the
discretionary limits unchanged would significantly
erode the real value of this category of spending.

e The effects of a one percentage point increase in inter-
est rates alone are shown in the sixth block. The out-
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Table 2-6. FORECAST ERRORS, JANUARY 1982-PRESENT

REAL GDP ERRORS
2-Year Average Annual Real GDP Growth Admin. CBO| Blue Chip
MEAN ETTOF ..ottt 0.1 -0.1 -0.2
Mean ADSOIULE EFTOF ..ot 1.2 1.1 1.1
Root Mean Square EIOr ... 1.6 1.4 1.5
6-Year Average Annual Real GDP Growth
MEAN EITOT ...t 0.2 -0.1 -0.1
Mean ADSOIUE EFTOT ..o 0.9 0.8 0.8
Root Mean Square EIOr ... 1.1 1.1 1.1
INFLATION ERRORS
2-Year Average Annual Change in the GDP Price Index Admin. CBO| Blue Chip
MEAN EITO ..ottt nsnes 0.2 0.2 0.4
Mean ADSOIUE EFFOT ..o 0.7 0.7 0.7
Root Mean SQUAre EIOr ..o 0.8 0.9 0.9
6-Year Average Annual Change in the GDP Price Index
MEAN EITOF ...ttt 0.3 0.4 0.7
Mean ADSOIULE EFTOF ..o 0.7 0.8 0.9
Root Mean Square EIOr .......cceeneneinninsissssessessessessessessennns 0.8 0.9 1.1
INTEREST RATE ERRORS
2-Year Average 91-Day Treasury Bill Rate Admin. CBO| Blue Chip
MEAN EITOF ...ttt 0.3 0.4 0.6
Mean ADSOIULE EFTOF .......ccoveveirieeecicrcireseeesessisei i 1.0 0.9 1.0
Root Mean Square EIOr .......cceenenennnsnsssssssesssnsessessennes 1.3 1.1 1.3
6-Year Average 91-Day Treasury Bill Rate
MEAN EITOF ..ottt nnes 0.4 0.9 1.1
Mean ADSOIUE EITOT .........cciuiucinieirieririesiesssesrenisnieniae 1.0 1.1 1.2
Root Mean Square Error ... 1.2 1.3 1.4

lay effect mainly reflects higher interest costs for Fed-
eral debt. The receipts portion of this rule-of-thumb
is due to the Federal Reserve’s deposit of earnings on
its securities portfolio and the effect of interest rate
changes on both individuals’ income (and taxes) and
financial corporations’ profits (and taxes).

e The seventh block shows that a sustained one per-
centage point increase in CPI and GDP price index
inflation decreases cumulative deficits substantially,
due in part to the assumed erosion in the real value of
appropriated spending. Note that the separate effects
of higher inflation and higher interest rates shown in
the sixth and seventh blocks do not sum to the effects
for simultaneous changes in both shown in the fifth
block. This is because the gains in budget receipts
due to higher inflation result in higher debt service
savings when interest rates are also assumed to be
higher in the fifth block than when interest rates are
assumed to be unchanged in the seventh block.

e The last entry in the table shows rules of thumb for
the added interest cost associated with changes in the
budget deficit, holding interest rates and other eco-
nomic assumptions constant.

The effects of changes in economic assumptions in the
opposite direction are approximately symmetric to those

shown in the table. The impact of a one percentage point
lower rate of inflation or higher real growth would have
about the same magnitude as the effects shown in the ta-
ble, but with the opposite sign.

Forecast Errors for Growth,
Inflation, and Interest Rates

As can be seen in Table 2-5, the single most important
variable that affects the accuracy of the budget projections
is the forecast of the growth rate of real GDP. The rate
of inflation and the level of interest rates also have sub-
stantial effects on the accuracy of projections. Table 2-6
shows errors in short- and long-term projections in past
Administration forecasts, and compares these errors to
those of CBO and the Blue Chip Consensus of private fore-
casts for real GDP, inflation and short-term interest rates.5

5 Two-year errors for real GDP and the GDP price index are the
average annual errors in percentage points for year-over-year growth
rates for the current year and budget year. For interest rates, the error
is based on the average error for the level of the 91-day Treasury bill
rate for the two-year and six-year period. Administration forecasts are
from the budgets released starting in February 1982 (1983 Budget) and
through February 2010 (2011 Budget), so that the last year included in
the projections is 2011. The six-year forecasts are constructed similarly,
but the last forecast used is from February 2006 (2007 Budget). CBO
forecasts are from “The Budget and Economic Outlook” publications in
January each year, and the Blue Chip forecasts are from their January
projections.
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Table 2-7. BUDGET EFFECTS

OF ALTERNATIVE SCENARIOS

(Fiscal years; in billions of dollars)

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Alternative Budget Deficit Projections:
Administration Economic Assumptions ......... 973 744 576 528 487 475 498 503 501 519 439
Percent of GDP 6.0% 4.4% 3.2% 2.8% 2.4% 2.3% 2.3% 2.2% 2.1% 2.1% 1.7%
Alternative SCeNario 1 .........ocvveeverneerneeens 992 787 640 624 633 663 71 732 742 768 696
Percent of GDP .........cocveeveneveennneeeeninenns 6.2% 4.7% 3.6% 3.4% 3.3% 3.3% 3.3% 3.3% 3.2% 3.2% 2.8%
Alternative SCeNario 2 ........ceevrevereerneeenn. 978 744 567 523 504 501 506 481 443 424 304
Percent of GDP ......c.coovneinnineniinsrineninnens 6.1% 4.4% 3.2% 2.8% 2.5% 2.4% 2.3% 2.1% 1.8% 1.7% 1.1%

Over both a two-year and six-year horizon, the average
annual real GDP growth rate was very slightly overesti-
mated by the Administration and slightly underestimat-
ed by the CBO and Blue Chip in the forecasts made since
1982. Overall, the differences between the three forecast-
ers were minor. The mean absolute error in the annual
average growth rate was about 1.5 percentage point per
year for all forecasters for two-year projections, and was
about one-third smaller for all three for the six-year pro-
jections. The greater accuracy in the six-year projections
could reflect a tendency of real GDP to revert at least
partly to trend, though the overall evidence on whether
GDP growth is mean reverting is mixed. Another way
to interpret the result is that it is hard to predict GDP
around turning points in the business cycle, but some-
what easier to project the six-year growth rate based on
assumptions about the labor force, productivity, and other
factors that affect GDP.

Inflation, as measured by the GDP price index, was
overestimated by all forecasters (with Blue Chip having
the largest errors) for both the two-year and six-year pro-
jections, with larger errors for the six-year projections.
This reflects the gradual disinflation over the 1980s and
early 1990s, which was greater than most forecasters ex-
pected. Average errors for all three sets of forecasts since
1994 were close to zero (not shown).

The interest rate on the 91-day Treasury bill was also
overestimated by all three forecasters, with errors larg-
er for the six-year time horizon. Again this reflects the
secular decline in interest rates over the past 30 years,
reflecting lower inflation for most of the period, as well as
a decline in real interest rates since 2000 resulting from
weakness in the economy and Federal Reserve policy. The
errors were somewhat less for the Administration than
for CBO and the Blue Chip forecasts.

Alternative Scenarios

The rules of thumb described above can be used in com-
bination to show the effect on the budget of alternative
economic scenarios. Considering explicit alternative sce-
narios can also be useful in gauging some of the risks to
the current budget projections. For example, the strength
of the recovery over the next few years remains highly
uncertain. Those possibilities are explored in the two al-
ternative scenarios presented in this section and shown
in Chart 2-3.

The first alternative scenario assumes that real GDP
growth and unemployment beginning in 2012:Q4 follow
the projections in the March 2013 Blue Chip forecast
through the end of 2023, which includes their semi-an-
nual long-run extension of the Blue Chip forecast. In this

Chart 2-3. Real GDP: Alternative Projections
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Chart 2-4. Range of Uncertainty for the
Budget Deficit
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case, after 2012, the level of GDP remains lower than the
Administration’s forecast throughout the projection peri-
od. This alternative includes a smaller real recovery from
the loss of output during the 2008-2009 recession. Growth
returns to normal, but without a substantial catch-up to
make up for previous output losses.

The second alternative is the average of the highest 10
real GDP projections of the Blue Chip forecasters, also
based on the March forecasts. This forecast is close to the
Administration’s forecast through 2017 with the high-10
Blue Chip growth exceeding the Administration’s in the
out years.

Table 2-7 shows the budget effects of these alterna-
tive scenarios compared with the Administration’s eco-
nomic forecast. Under the first alternative, budget defi-
cits are significantly higher in each year compared to the
Administration’s forecast. In the second alternative, the
deficit is close to the Administration’s projection in the
near term, but results in a lower deficit in the long run
and cumulatively over 10 years.

Many other scenarios are possible, of course, but the
point is that the most important influences on the budget
projections beyond the next year or two are the rate at
which GDP and employment recover from the recession.

Uncertainty and the Deficit Projections

The accuracy of budget projections depends not only on
the accuracy of economic projections, but also on technical
factors and the differences between proposed policy and
enacted legislation. Chapter 29 provides detailed infor-
mation on these factors for the budget year projections
(Table 29-6), and also shows how the deficit projections
compared to actual outcomes, on average, over a five-year
window using historical data from 1982 to 2012 (Table
29-7). The error measures can be used to show a proba-
bilistic range of uncertainty of what the range of deficit
outcomes may be over the next five years relative to the
Administration’s deficit projection. Chart 2-4 shows this
cone of uncertainty, which is constructed under the as-

sumption that future forecast errors would be governed by
the normal distribution with a mean of zero and standard
error equal to the root mean squared error, as a percent
of GDP, of past forecasts. The deficit is projected to be 2.3
percent of GDP in 2018, but has a 90 percent chance of be-
ing within a range of a surplus of 4.8 percent of GDP and
a deficit of 9.4 percent of GDP.

Structural and Cyclical Deficits

As shown above, the budget deficit is highly sensitive
to the business cycle. When the economy is operating be-
low its potential and the unemployment rate exceeds the
level consistent with price stability, receipts are lower,
outlays are higher, and the deficit is larger than it would
be otherwise. These features serve as “automatic stabi-
lizers” for the economy by restraining output when the
economy threatens to overheat and cushioning economic
downturns. They also make it hard to judge the overall
stance of fiscal policy simply by looking at the unadjusted
budget deficit.

An alternative measure of the budget deficit is called
the structural deficit. This measure provides a more use-
ful perspective on the stance of fiscal policy than does the
unadjusted unified budget deficit. The portion of the defi-
cit traceable to the automatic effects of the business cycle
is called the cyclical component. The remaining portion of
the deficit is called the structural deficit. The structural
deficit is a better gauge of the underlying stance of fis-
cal policy than the unadjusted unified deficit because it
removes most of the effects of the business cycle. So, for
example, the structural deficit would include fiscal policy
changes such as the 2009 Recovery Act, but not the auto-
matic changes in unemployment insurance or reduction
in tax receipts that would have occurred without the Act.

Estimates of the structural deficit, shown in Table 2-8,
are based on the historical relationship between changes
in the unemployment rate and real GDP growth, as well
as relationships of unemployment and real GDP growth
with receipts and outlays. These estimated relationships
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Table 2-8. THE STRUCTURAL BALANCE

(Fiscal years; in billions of dollars)

2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023
Unadjusted surplus (-) or deficit .... 161 459 1,413| 1,293| 1,300| 1,087| 973| 744| 576| 528| 487 475 498| 503| 501| 519] 439
Cyclical component .................. -107 —41 311 437 451 454 522 482 404 291 169 64 10 -3 2 -1 0
Structural surplus (-) or deficit ...... 268| 499| 1,102| 857| 849| 633] 450| 262] 172| 237| 318] 411] 488| 506| 499| 520, 439
(Fiscal years; percent of Gross Domestic Product)
Unadjusted surplus (-) or deficit ... | 1.2%| 3.2%| 10.1%| 9.0%| 8.7%| 7.0%| 6.0%| 4.4%| 32%| 2.8%| 24%| 2.3%| 23%| 22%| 21%| 21%| 1.7%
Cyclical component .................. —0.8%| -0.3%| 2.2%| 3.0%| 3.0%| 2.9%| 3.2%| 2.8%| 23%| 1.5%| 0.8%| 0.3%| 0.0%| —0.0%| 0.0%| -0.0%| 0.0%
Structural surplus (-) or deficit ...... 1.9%| 3.5%| 7.9%| 6.0%| 57%| 41%| 2.8%| 1.5%| 1.0%| 1.3%| 1.6%| 2.0%| 22%| 2.2%| 21%| 21%| 17%

NOTE: The NAIRU is assumed to be 5.4%.

take account of the major cyclical changes in the economy
and their effects on the budget, but they do not reflect all
the possible cyclical effects on the budget, because econ-
omists have not been able to identify the cyclical factor
in some of these other effects. For example, the sharp
decline in the stock market in 2008 pulled down capital
gains-related receipts and increased the deficit in 2009
and beyond. Some of this decline is cyclical in nature, but
economists have not identified the cyclical component of
the stock market with any precision, and for that reason,
all of the stock market’s contribution to receipts is count-
ed in the structural deficit.

Another factor that can affect the deficit and is related
to the business cycle is labor force participation. Since
the official unemployment rate does not include workers
who have left the labor force, the conventional measures
of potential GDP, incomes, and Government receipts un-
derstate the extent to which potential work hours are
under-utilized because of a decline in labor force partici-
pation. The key unresolved question here is to what ex-
tent changes in labor force participation are cyclical and
to what extent they are structural. By convention, in esti-
mating the structural budget deficit, all changes in labor
force participation are treated as structural.

There are also lags in the collection of tax revenue that
can delay the impact of cyclical effects beyond the year in
which they occur. The result is that even after the unem-
ployment rate has fallen, receipts may remain cyclically

depressed for some time until these lagged effects have dis-
sipated. The recent recession has added substantially to
the estimated cyclical component of the deficit, but for all
the reasons stated above, the cyclical component is prob-
ably understated. As the economy recovers, the cyclical
deficit is projected to decline. After unemployment reaches
5.4 percent, the level assumed to be consistent with stable
inflation, the estimated cyclical component vanishes, leav-
ing only the structural deficit, although some lagged cycli-
cal effects would arguably still be present.

Despite these limitations, the distinction between cy-
clical and structural deficits is helpful in understanding
the path of fiscal policy. The large increase in the deficit
in 2009 and 2010 is due to a combination of both compo-
nents of the deficit. There is a large increase in the cycli-
cal component because of the rise in unemployment. That
is what would be expected considering the severity of the
recent recession. Finally, there is a large increase in the
structural deficit because of the policy measures taken
to combat the recession. This reflects the Government’s
decision to make active use of fiscal policy to lessen the
severity of the recession and to hasten economic recovery.
Between 2014 and 2018, the cyclical component of the def-
icit is projected to decline sharply as the economy recov-
ers at an above-trend rate of GDP growth. The structural
deficit shrinks during 2012—-2014, reflecting the measures
of fiscal constraint that have been enacted combined with
the Administration’s policy proposals.
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6. SOCIAL INDICATORS

The social indicators presented in this chapter illus-
trate in broad terms how the Nation is faring in selected
areas in which the Federal Government has significant
responsibilities. Indicators are drawn from six selected
domains: economic, demographic and civic, socioeconomic,
health, security and safety, and environment and energy.
The indicators shown in the tables in this chapter were
chosen in consultation with statistical and data experts
from across the Federal Government. These indicators are
only a subset of the vast array of available data on condi-
tions in the United States. In choosing indicators for these
tables, priority was given to measures that are broadly
relevant to Americans and consistently available over an
extended period. Such indicators provide a current snap-
shot while also making it easier to draw comparisons and
establish trends.

The measures in these tables are influenced to varying
degrees by many Government policies and programs, as
well as by external factors beyond the Government’s con-
trol. They do not measure the outcomes of Government
policies because they do not show the direct results of
Government activities. However, they do provide a quan-
titative picture of the progress (or lack of progress) toward
some of the ultimate ends that Government policy is in-
tended to promote, and the baseline on which future poli-
cies are set. Subsequent chapters in the Performance and
Management section of this volume discuss approaches
toward assessing the impacts of Government programs
and improving the quality of Government.

The President has made it clear that policy decisions
should be based upon evidence—evidence that identifies
the Nation’s greatest needs and challenges and evidence
about which strategies are working to overcome those
challenges. The social indicators in this chapter provide
useful information both for prioritizing budgetary and
policymaking resources and for evaluating how well ex-
isting approaches are working.

Economic: The 2008-2009 economic downturn pro-
duced the worst labor market in more than a generation.
The employment-population ratio dropped sharply from
its pre-recession level, and real GDP per person also de-
clined. The economy is steadily recovering, with the un-
employment rate declining to 7.9 percent in January 2012
from a high of 10 percent in October 2009, and real GDP
per person roughly regaining its level prior to the reces-
sion. However, the employment-population ratio remains
low by historical standards, while the continuing effects
of the recession are reflected in high rates of marginally
attached and underemployed workers.

Over the entire period from 1960 to 2012, the primary
pattern has been one of economic growth and rising liv-
ing standards. Real GDP per person has approximately
tripled as technological progress and the accumulation of
human and physical capital have increased the Nation’s
productive capacity. The stock of physical capital includ-
ing consumer durable goods like cars and appliances
amounted to $51 trillion in 2011, more than four times
the size of the capital stock in 1960, after accounting for
inflation.

But national saving, a key determinant of future pros-
perity because it supports capital accumulation, fell from
6.1 percent in 2000 to 2.9 percent in 2005 as Federal bud-
get surpluses turned to deficits, and fell even further in
the recession that followed, turning negative in 2010.
Meanwhile, the labor force participation rate, also critical
for growth, has declined for more than a decade, reflect-
ing the beginning of a trend in which the baby boomer
generation retires.

The United States continues to be a leader in innova-
tion. Patents by U.S. inventors have increased three-fold
since 1960. National Research and Development (R&D)
spending has hovered between 2.3 percent and 2.8 per-
cent of GDP for the past 50 years.

Demographic and Civic: The U.S. population has
steadily increased from 1970, where it numbered 204 mil-
lion, to 314 million in 2012. The foreign born population
has increased rapidly since 1970, quadrupling from about
10 million in 1970 to over 40 million in 2011. The U.S.
population is getting older, due in part to the aging of the
baby boomers and to improvements in medical technol-
ogy. From 1970 to 2011, the percent of the population over
age 65 increased from 9.8 to 13.3, and the percent over
age 85 more than doubled.

The composition of American households and fami-
lies has evolved considerably over time. The percent of
Americans who have ever married continued to decline
as it has over the last five decades. Average family sizes
have also fallen over this period, a pattern that is typi-
cal among developed countries. After increasing for over
three decades, births to unmarried women age 15-17 and
the fraction of single parent households reached a turning
point in 1995. From 1995 to 2010, the number of births
per 1,000 unmarried women age 15-17 fell from 30.1 to
16.8, a level below that of 1970. Meanwhile, the fraction
of single parent households stopped increasing in 1995,
stabilizing at a little over 9 percent.

Charitable giving among Americans, measured by the
average charitable contribution per itemized tax return,
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has generally increased over the past 50 years.! However,
the effects of the 2008-2009 recession are evident in
the sharp drop in charitable giving from 2005 to 2010.
More Americans are volunteering. In 1990, 20 percent of
Americans volunteered at least once; in 2011, 27 percent
volunteered. The political participation of Americans,
measured by the voting rate in Presidential elections, de-
clined from about 63 percent in 1964 to 57 percent in 1972.
It fell further in the 1996 and 2000 elections, reaching a
low of only 50 percent in 1996. However, the Presidential
voting rate rebounded in the 2004 and 2008 elections, av-
eraging almost 58 percent.

Socioeconomic:

Education is a critical component of the Nation’s eco-
nomic growth and competitiveness, while also benefiting
society in areas such as health, crime, and civic engage-
ment. Between 1960 and 1980, the percentage of 25-34
year olds who have graduated from high school increased
from 58 percent to 84 percent, a gain of 13 percentage
points per decade. Progress has slowed since then with
only a four percentage point gain over the past 30 years.
But the percentage of 25-34 year olds who have gradu-
ated from college continues to rise, from only 11 percent
in 1960 to over 31 percent in 2011. Measures of math and
reading achievement show little if any improvement in
mathematics and reading for American 17-year olds over
the period from 1970 to 2010. The percentage of graduate
degrees in science and engineering fell by half in the pe-
riod between 1960 to 1980, from 22 percent to 11 percent,
and was only 12 percent in 2011.

While national prosperity has grown considerably
over the past 50 years, these gains have not been shared
equally. Real disposable income per capita roughly tripled
since 1960, and more than doubled since 1970. But real
income for the median household increased only 22 per-
cent from 1970 to 2000, and has declined by 9 percent
since 2000. The income share of the top 1 percent of tax-
payers, approximately 9 percent in 1980, rose to 21 per-
cent in 2005 before dipping slightly in 2010. In contrast,
the income share of the bottom 50 percent of taxpayers
declined from 18 percent in 1980 to 12 percent in 2010.
The poverty rate, after falling rapidly in the 1960s due to
a strong economy and large expansions in Social Security,
has since remained relatively steady despite the advances
in real disposable income per capita. From 2005 to 2011,
the poverty rate, the percentage of food-insecure house-
holds, and the percentage of Americans receiving benefits
from the Supplemental Nutrition Assistance Program
(formerly known as the Food Stamp Program), increased
as Americans struggled with the economic downturn.

After slowly increasing from 1960 to 2005, homeown-
ership rates dropped somewhat following the 2008 hous-
ing crisis, but remain close to the historical average. The

'This measure includes charitable giving only among those who claim
itemized deductions. It is therefore influenced by changes in tax laws
and in the characteristics of those who itemize.

share of families with children and severe housing cost
burdens, however, more than doubled from 8 percent in
1980 to 18 percent in 2011.

Health:

America has by far the most expensive health care sys-
tem in the world, yet much higher rates of uninsured than
other countries with comparable wealth. National health
expenditures as a share of GDP have increased from
about 5 percent in 1960 to almost 18 percent in 2011. This
increase in health care spending has corresponded with
improvements in medical technology that have improved
health, but the rate of spending increase in the United
States is far greater than that in other Organization for
Economic Cooperation and Development (OECD) coun-
tries which have experienced comparable health improve-
ments. Despite high health care costs, over 21 percent
of adults and 9 percent of children were without health
insurance in 2011. In 2010 the President signed the
Affordable Care Act into law. The Affordable Care Act is
expected to reduce the number of uninsured by about 27
million by 2022.2

Some key indicators of national health have improved
since 1960. Life expectancy at birth increased by nine
years over the last five decades, from 69.7 in 1960 to 78.7
in 2011. Infant mortality fell from 26 to approximately 6
per 1,000 live births, with a precipitous decline occurring
in the 1970s.

Improvement in health behaviors among Americans
has been mixed. While the percent of adults who smoke
cigarettes in 2011 was less than half of that in 1970, rates
of obesity have soared. In 1980, 15 percent of adults and
6 percent of children were obese; in 2010, 35 percent of
adults and 17 percent of children were obese. Adult obe-
sity continued to rise even as the share of adults engaging
in regular physical activity increased from 15 percent in
2000 to 21 percent in 2011.

Security and Safety:

The last three decades have witnessed a remarkable
decline in crime. From 1980 to 2011, the property crime
rate dropped by 72 percent while the murder rate was cut
by over half. Road transportation has also become safer.
Safety belt use increased by 15 percentage points from
2000 to 2012, and the annual number of highway fatali-
ties fell by 38 percent from 1970 to 2011 despite the in-
crease in the population.

Environment and Energy:

The Nation’s future well-being and prosperity depend
on stewardship of our natural resources, the environment,
and on our ability to bring about a clean energy economy.
Substantial progress has been made on air quality in
the United States, with the concentration of particulate
matter falling 28 percent from 2000 to 2010. Moving for-
ward, the greatest environmental challenge is reducing

2 Congressional Budget Office. 2013. “The Budget and Economic Out-
look: Fiscal Years 2013 to 2023.” Washington, DC: Congressional Budget
Office.
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greenhouse gas emissions. The President announced a
target reduction of 17 percent in greenhouse gas emis-
sions between 2005 and 2020, with an ultimate reduction
of 83 percent between 2005 and 2050. From 2005 to 2010,
gross greenhouse gas emissions fell by 5.3 percent. Gross
greenhouse gas emissions per capita and per unit of GDP
have fallen by 9.5 and 8.6 percent, respectively. However,
annual mean CO, concentration, a global measure of cli-
mate change, has increased roughly between three- and
five-fold since 1960.

While technological advances and a shift in produc-
tion patterns mean that Americans now use about half as
much energy per real dollar of GDP as they did 50 years
ago, rising income levels mean that per capita consump-
tion has remained roughly constant over the last 40 years.
The percent of U.S. electricity production that is from re-
newable sources has grown since 2005, but remains only

12.7 percent.

Table 6-1. SOCIAL INDICATORS
Calendar Years 1960 | 1970 | 1980 | 1990 | 1995 | 2000 | 2005 | 2010 | 2011 2012

Economic

General Economic Conditions
1 Real GDP per person (2005 dollars)™ .........cccoeeveemeereemeenseensienneeseneeseens 15,648| 20,802 25,618 32,085| 34,082 39,718 42,646| 42,169 42,620 43,352
2 Real GDP per person change, 5-year annual average . 0.7 2.3 2.6 23 1.2 3.1 1.4 -0.2 -0.3 N/A
3 Consumer PriCe INAEX? ........ovvvverviscssics s 15.1 19.3 385 59.9 68.2 76.6 86.8 96.9| 100.0 N/A
4 Private goods producing (%) .... N/A N/A N/A 39.7 372 337 321 29.5 30.8 N/A
5 Private services producing (%) .......ccccueuvrirmiiierinnissinisississisisssssins N/A N/A N/A 60.3 62.8 66.3 67.9 70.5 69.2 N/A

Jobs and Unemployment
6 Labor force participation rate (%) 59.4 60.4 63.8 66.5 66.6 67.1 66.0 64.7 64.1 63.7
7 Employment (millions) 65.8 78.7 99.3| 1188 124.9| 136.9| 141.7| 139.1| 139.9| 1425
8 Employment-population ratio (%) ........ccccueriimiinriisiinissien, 56.1 57.4 59.2 62.8 62.9 64.4 62.7 58.5 58.4 58.6
9 Payroll employment change - December to December (millions) ..... -0.4 -0.5 0.3 0.3 2.2 2.0 2.5 1.0 1.8 1.8
10 Payroll employment change - 5-year annual average (millions) 0.7 2.0 2.7 2.4 1.6 2.9 0.4 -0.8 -0.9 -0.9
11 Civilian unemployment rate (%) 55 49 7.1 5.6 5.6 4.0 5.1 9.6 8.9 8.1
12 Unemployment plus marginally attached and underemployed (%) N/A N/A N/A N/A 10.1 7.0 8.9 16.7 15.9 14.7
13 Receiving Social Security disabled-worker benefits (% of population)® ....... 0.9 2.0 2.8 25 3.3 3.7 45 5.5 5.7 5.8

Infrastructure, Innovation, and Capital Investment
14 Nonfarm output per hour (average 5 year % change) .........coeereres 1.8 2.1 1.1 15 1.5 2.8 3.1 1.8 1.8 N/A
15 Corn for grain production (billion bushels) 3,907 4,152 6,639 7,934| 7,400{ 9,915 11,112 12,447| 12,358| 10,725
16 Real net stock of fixed assets and consumer durable goods (billions of

20108)% v s 11,564 16,879| 23,258| 30,765 34,227| 40,281| 46,389 50,673 51,117 N/A

17 Population served by secondary wastewater treatment or better (%)° ......... N/A 416 56.4 63.7 61.1 71.4 74.3 72.0 N/A N/A
18 Electricity net generation (KWh per €apita) ..........ccoceveererneernernemnseesenins 4202 7,486 10,076/ 12,170| 12,594| 13,475 13,723| 13,335 13,177 N/A
19 Patents issued to U.S. residents (per 1,000 population) ..........c.cccveeveereeenen. 423 50.6 417 56.1 68.2| 103.6 885 1325 1319 N/A
20 Net national saving rate (% 0f GDP) .......covivrrircrnrireinceierseesseeceees 10.3 8.1 7.2 3.9 47 6.1 2.9 -0.7 -0.6 N/A
21 R&D spending (% Of GDP) ......ccovviiiiiiiiiniiirisssisssssisssenissssssinans 2.6 25 2.3 2.6 25 2.7 2.6 2.8 2.7 N/A

Demographic and Civic

Population
22 Total population (millions) N/A| 204.0f 2272| 249.6| 266.3] 2822 2955| 309.3] 311.6] 3139
23 Foreign born population (MillioNS)® ..........ccvimirnrrcrreeeene 9.7 9.6 141 19.8 N/A 31.1 375 40.0 40.4 N/A
24 17 years and YOUNGET (%) ...vveveerrreeerrereiniriesiseiesireesssiesese s ssesesesssees N/A N/A 28.0 25.7 26.1 25.7 24.9 24.0 237 235
25 65 years and 0lder (%) ......coccuerviereiieciese s N/A 9.8 11.3 12.5 127 124 124 13.1 13.3 N/A
26 85 years and older (%) N/A 0.7 1.0 1.2 1.4 15 1.6 1.8 1.8 N/A

Household Composition
27 Ever married (% of age 15 and older)” ... 78.0 75.1 74.1 73.8 729 71.9 70.9 69.3 69.2 68.8
28 Average family SIZE8 ... e 37 36 33 32 32 32 3.1 32 3.1 3.1
29 Births to unmarried women age 15-17 (per 1,000) .. N/A 171 20.6 29.6 30.1 23.9 19.4 16.8 N/A N/A
30 Single parent NOUSENOIAS (%) .......vrverrcrrirnrrsirnessiinsssissssssssssiinens 44 5.2 75 8.3 9.1 8.9 8.9 9.1 9.1 9.3

Civic Engagement
31 Average charitable contribution per itemized tax return (2010 dollars)® ....... 2,063 2,046 2,361| 2,968 3,155| 4,188| 4,287| 3,650 N/A N/A
32 Voting for President (% of voting age population)™ ..........cccocevevernerenennns 63.4 57.0 55.1 56.4 49.8 52.1 56.7 58.3 N/A N/A
33 Persons volunteering (% age 16 and older) ™ ........ccccvmermerrvernenmneeneninns N/A N/A N/A 20.4 N/A N/A 28.8 26.3 26.8 N/A
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TABLE 6-1. SOCIAL INDICATORS—Continued

Calendar Years 1960 | 1970 | 1980 | 1990 | 1995 | 2000 | 2005 | 2010 | 2011 2012
Socioeconomic
Education
34 High school graduates (% of age 25-34)" ........ccccvvrrmernernerneninsenenins 58.1 715 84.2 84.1 N/A 83.9 86.4 87.2 87.9 N/A
35 College graduates (% of age 25-34)™ .......cc.ovrvrernerrmrrinresereerneesssesenns 11.0 15.5 23.3 22.7 N/A 27.5 29.9 31.1 315 N/A
36 Reading achievement score (age 17)™ ... N/A 285 285 290 288 288 283 286 N/A N/A
37 Math achievement score (age 17)™ ... N/A 304 298 305 306 308 305 306 N/A N/A
38 Science and engineering graduate degrees (% of total graduate degrees) ...... 22.0 17.2 11.2 14.7 14.2 12.6 12.7 12.1 12.4 N/A
39 Receiving special education services (% of age 3-21 public school
STUABNES) voverereeicecreeeeeee e N/A N/A 10.1 1.4 12.4 13.3 13.7 13.0 N/A N/A
Income, Savings, and Inequality
40 Real median income: all households (2011 dollars) ........cccoceeveeneneencinenenne N/A| 45146| 46,024| 49,950| 49,935| 54,841| 53,371| 50,831 50,054 N/A
41 Real disposable income per capita average (2011 dollars)" * ... 12,457| 17,450| 21,716| 27,132 28,724| 33,272| 36,100| 37,242| 37,463| 37,646
42 Adjusted gross income share of top 1% of all taxpayers ............cccccevervviines N/A N/A 8.5 14.0 14.6 20.8 212 18.9 N/A N/A
43 Adjusted gross income share of lower 50% of all taxpayers ...........ccooeeeren. N/A N/A 17.7 15.0 14.5 13.0 12.9 11.7 N/A N/A
44 Personal saving rate (% of disposable personal income)’ ..........cccovvreernne 7.2 9.4 9.8 6.5 5.2 2.9 15 5.1 4.2 3.6
45 POVEIY T (%)™ ..vvvvvveeeeseeeeeseesseessssssssssssseesssssssssssssssesssssssssssssssessssses 222| 126 130/ 135 138 11.3| 126 151 150 N/A
46 Food-insecure households (% of all households) ' .........cccccoevriveirnineiens N/A N/A N/A N/A 11.9 10.5 11.0 14.5 14.9 N/A
47 Supplemental Nutrition Assistance Program (formerly Food Stamps)'® ...... N/A 3.3 9.5 8.2 9.9 6.1 8.9 13.5 14.6 14.9
48 Median wealth of households, age 55-64 (in thousands of 2011 dollars)™®* ..... 75 N/A 148 170 169 234 299 185 N/A N/A
Housing
49 Homeownership among families with children (%) ......cccccoevivinerinireineen. 61.9 62.9 64.4 64.2 65.0 66.2 66.9 65.1 64.6 N/A
50 Families with children and severe housing cost burden (%)% ........c.ccccvevennee N/A N/A 8.0 10.0 12.0 11.0 14,5 17.9 18.3 N/A
51 Families with children and inadequate housing (%) .......ccccovevrermneeenerinns N/A N/A 9.0 9.0 7.0 7.0 5.4 53 55 N/A
Health
Health Status
52 Life expectancy at birth? ... s 69.7 70.8 737 75.4 75.8 76.8 776 78.7 787 N/A
53 Infant mortality (per 1,000 live births)? ...........covivrineiniieieeese s 26.0 20.0 12.6 9.2 7.6 6.9 6.9 6.1 6.1 N/A
54 Low birthweight [<2,500 gms] (% 0f babies)?? ........ccccoeernrrenerrrineirnrireireens 7.7 7.9 6.8 7.0 7.3 7.6 8.2 8.1 8.1 N/A
55 Activity limitation (% of age 5=17)% ... N/A N/A N/A N/A N/A 7.0 8.0 9.2 9.3 N/A
56 Activity limitation (% of aged 18 and over)?* .........ccccooevmerinecnerreerneninnnnns N/A N/A N/A N/A N/A 27.9 29.1 29.9 29.8 N/A
57 Difficulties with activities of daily living (% of age 65 and over)® ................ N/A N/A N/A N/A N/A 6.3 6.2 6.8 7.3 N/A
Health Behavior
58 Engaged in regular physical activity (% of age 18 and older)® ..........c.c...... N/A N/A N/A N/A N/A 15.0 16.6 20.7 21.0 N/A
59 Obesity (% of age 20-74 with BMI 30 or greater)? .........ccocovevveevreernrenenns 13.3 14.6 15.1 23.3 N/A 31.1 34.1 35.3 N/A N/A
60 Obesity (% 0f 88 2-19)2 .....cocccvvveeesseeesessseesssssssnsssssees s N/A 5.1 55 100 N/A| 139 154 169 N/A N/A
61 Cigarette smokers (% of age 18 and 0lder) ..........coevruvrrrcrneireeneernininnnis N/A 39.2 327 25.3 24.6 23.1 20.8 19.3 19.0 N/A
62 Excessive alcohol use (% of age 18 and olden® ..........c.ccvvveriineriiricrionns N/A N/A N/A N/A N/A 8.7 8.9 10.1 9.4 N/A
Access to Health Care
63 Total national health expenditures (% 0f GDP)® ........cccccovvrmveverrrerrirenenennns 5.2 7.2 9.2 125 13.9 13.8 16.1 17.9 17.9 17.9
64 Persons without health insurance (% of age 18-64) ........cccccoeuvvrrervireieens N/A N/A N/A N/A N/A 16.4 19.0 21.8 212 N/A
65 Persons without health insurance (% of age 17 and younger) ............c.c....... N/A N/A N/A N/A N/A 10.7 10.3 9.8 9.4 N/A
66 Children age 19-35 months with recommended vaccinations (%)*" ............ N/A N/A N/A N/A 55.1 72.8 76.1 727 73.6 N/A
Security and Safety
Crime
67 Property crimes (per 100,000 households)® .........ccocveereenervrineenneereenneens N/A N/A| 49,610| 34,890 31,547| 19,043| 15947 12,542 13,871 N/A
68 Violent crime victimizations (per 100,000 population age 12 or older) % ... N/A N/A|  4940| 4,410 7,068 3,749| 2,842| 1,928| 2,254 N/A
69 Murder rate (per 100,000 PEISONS) ......ccreurverimererirmrireisriesisreesisessesesesseees 5.1 7.9 10.2 9.4 8.2 55 5.6 4.8 4.7 N/A
Transportation Safety
70 Safety belt use (%) N/A N/A N/A N/A N/A 7 82 85 84 86
71 Highway fatalities 36,399| 52,627| 51,091| 44,599| 41,817| 41,945| 43510 32,999| 32,367 N/A
Environment and Energy
Air Quality and Greenhouse Gases
72 Ground level ozone (ppm) based on 247 monitoring sites ....... N/A N/A| 0101 0.089| 0.090| 0.082| 0.080| 0.073 N/A N/A
73 Particulate matter 2.5 (ug/m3) based on 646 monitoring sites N/A N/A N/A N/A N/A 13.6 13.0 10.0 N/A N/A
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TABLE 6-1. SOCIAL INDICATORS—Continued

Calendar Years 1960 | 1970 | 1980 | 1990 | 1995 | 2000 | 2005 | 2010 | 2011 2012

74 Annual mean atmospheric CO, concentration (Mauna Lao, Hawaii; ppm/yr) 05 1.1 1.7 1.2 2.0 1.6 2.5 2.4 1.8 N/A
75 Gross greenhouse gas emissions (teragrams CO, equivalent)® ................. N/A N/A N/A| 6,175 N/A N/A|  7,204| 6,822 N/A N/A
76 Net greenhouse gas emissions, including sinks (teragrams CO, equivalent) ..... N/A N/A N/A| 5,293 N/A N/A|  6,118| 5,747 N/A N/A
77 Gross greenhouse gas emissions per capita (metric tons CO, equivalent) ..... N/A N/A N/A 247 N/A N/A 24.3 22.0 N/A N/A
78 Gross greenhouse gas emissions per 2005$ of GDP (kilograms CO,

equivalent) N/A N/A N/A|  0.769 N/A N/A| 0570 0.521 N/A N/A

Energy

79 Energy consumption per capita (Million Btu) ........ccccoeemerrernnennnncineiis 250 331 344 338 342 350 339 316 312 N/A
80 Energy consumption per 2005% GDP (thousand Btu per 2005$) ................. 15.9 15.9 13.4 10.5 10.0 8.8 7.9 75 7.3 N/A
81 Electricity net generation from renewable sources, all sectors (% of total) ....... 19.7 16.4 12.4 11.8 115 9.4 8.8 10.4 12.7 N/A

N/A=Number is not available.

! Data for 2012 reflect 2012 Q3.

2 Adjusted CPI-U. 2011=100.

® Gross prevalence rate for persons receiving Social Security disabled-worker benefits among the estimated population insured in the event of disability at end of year. Gross rates do
not account for changes in the age and gender composition of the insured population over time.

* Data adjusted by OMB to real 2010 dollars for indicator 16, and to 2011 dollars for indicators 41 and 48.

% Data correspond to years 1962, 1972, 1982, 1992, 1996, 2000, 2004, 2008.

¢ Data source for 1960 to 2000 is the decennial census; data source for 2006, 2010, and 2011 is the American Community Survey.

7 For 1960, age 14 and older.

& Average size of family households. Family households are those in which there is someone present who is related to the householder by birth, marriage, or adoption.

® Charitable giving reported as itemized deductions on Schedule A.

12 Data correspond to years 1964, 1972, 1980, 1992, 1996, 2000, 2004, 2008.

' Refers to those who volunteered at least once during a one-year period, from September of the previous year to September of the year specified. For 1990, refers to 1989 estimate
from the CPS Supplement on volunteers.

12 For 1960, includes those who have completed 4 years of high school or beyond. For 1970 and 1980, includes those who have completed 12 years of school or beyond. For 1990
onward, includes those who have completed a high school diploma or the equivalent.

13 For 1960 to 1980, includes those who have completed 4 or more years of college. From 1990 onward, includes those who have a bachelor’s degree or higher.

14 Data correspond to years 1971, 1980, 1990, 1994, 1999, 2004, and 2008.

1% Data correspond to years 1973, 1982, 1990, 1994, 1999, 2004, and 2008.

'8 The poverty rate does not reflect noncash government transfers.

'” Food-insecure classification is based on reports of three or more conditions that characterize households when they are having difficulty obtaining adequate food, out of a total of 10
such conditions.

18 2012 reflects average monthly participation from January through September 2012.

19 Data values shown are 1962, 1983, 1989, 1995, 2001, 2004, and 2010. For 1962, the data source is the SFCC; for subsequent years, the data source is the SCF.

2 Expenditures for housing and utilities exceed 50 percent of reported income. Some data interpolated.

21 Inadequate housing has moderate to severe physical problems, usually poor plumbing or heating or upkeep problems. Some data interpolated.

2 Data for 2011 are preliminary.

2 Total activity limitation includes special education and other limitations, including limitations in children’s ability to walk, care for themselves, or perform other activities.

2 Activity limitation among adults aged 18 and over is defined as having a basic action difficulty in one or more of the following: movement, emotional, sensory (seeing or hearing), or
cognitive.

% Activities of daily living include include bathing or showering, dressing, getting in or out of bed or a chair, using the toilet, and eating.

% Participation in leisure-time aerobic and muscle-strengthening activities that meet 2008 Federal physical activity guidelines.

27 BMI refers to body mass index.

% Percentage at or above the sex-and age-specific 95th percentile BMI cutoff points from the 2000 CDC growth charts.

2 Percent of age 18 and over who had five or more drinks in a day on at least 12 days in the past year.

% 2012 values are projected.

% Recommended vaccine series changed over time. 1995 and 2000 data correspond with the 4:3:1:3:3 recommended series; 2005 data correspond with the 4:3:1:3:3:1 series; 2010
and 2011 data correspond with the 4:3:1:-:3:1:4 series.

% Property crimes, including burglary, motor vehicle theft, and property theft, reported by a sample of households. Includes property crimes both reported and not reported to law
enforcement.

% Violent crimes include rape, robbery, aggravated assault, and simple assault. Includes crimes both reported and not reported to law enforcement. Due to methodological changes
in the enumeration method for NCVS estimates from 1993 to present, use caution when comparing 1980 and 1990 criminal victimization estimates to future years. Estimates from 1995
and beyond include a small number of victimizations, referred to as series victimizations, using a new counting strategy. High-frequency repeat victimizations, or series victimizations,
are six or more similar but separate victimizations that occur with such frequency that the victim is unable to recall each individual event or describe each event in detail. Including series
victimizations in national estimates can substantially increase the number and rate of violent victimization; however, trends in violence are generally similar regardless of whether series
victimizations are included. See Methods for Counting High-Frequency Repeat Victimizations in the National Crime Victimization Survey for further discussion of the new counting
strategy and supporting research.

% The gross emissions indicator does not include sinks, which are processes (typically naturally occurring) that remove greenhouse gases from the atmosphere. Gross emissions are
therefore more indicative of trends in energy consumption and efficiency than are net emissions.
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Table 6-2. SOURCES FOR SOCIAL INDICATORS

Indicator

Source

o B~ W NN =

20
21

22

23

24

25

26

27
28
29

30

31

Economic
General Economic Conditions
Real GDP per person (2005 dollars)
Real GDP per person change, 5-year annual average
Consumer Price Index
Private goods producing (%)
Private services producing (%

Jobs and Unemployment
Labor force participation rate (%)
Employment (millions)
Employment-population ratio (%)
Payroll employment change - December to December (millions)
Payroll employment change - 5-year annual average (millions)
Civilian unemployment rate (%)
Unemployment plus marginally attached and underemployed (%) ...
Receiving Social Security disabled-worker benefits (% of population)

Infrastructure, Innovation, and Capital Investment
Nonfarm output per hour (average 5 year % change)
Corn for grain production (billion bushels)

Real net stock of fixed assets and consumer durable goods (billions of 20108) ....
Population served by secondary wastewater treatment or better (%)

Electricity net generation (kWh per capita)

Patents issued to U.S. residents (per 1,000 population)

Net national saving rate (% of GDP)
R&D spending (% of GDP)

Demographic and Civic

Population
Total population (millions)

Foreign born population (millions) xx/

17 years and younger (%)

65 years and older (%)

85 years and older (%)

Household Composition
Ever married (% of age 15 and older)
Average family size
Births to unmarried women age 15-17 (per 1,000)

Single parent households (%)

Civic Engagement
Average charitable contribution per itemized tax return (2010 dollars)

Bureau of Economic Analysis, National Economic Accounts Data. http:/www.bea.gov/nationall
Bureau of Economic Analysis, National Economic Accounts Data. http://www.bea.gov/nationall
Bureau of Labor Statistics, BLS Consumer Price Index Program. http://www.bls.gov/cpil

.. |Bureau of Economic Analysis, National Economic Accounts Data. http:/www.bea.gov/nationall

Bureau of Economic Analysis, National Economic Accounts Data. http:/www.bea.gov/nationall

Bureau of Labor Statistics, Current Population Survey. http://www.bls.gov/cps
Bureau of Labor Statistics, Current Population Survey. http://www.bls.gov/cps
Bureau of Labor Statistics, Current Population Survey. http://www.bls.gov/cps
Bureau of Labor Statistics, Current Employment Statistics program. http://www.bls.gov/ces/
Bureau of Labor Statistics, Current Population Survey. http://www.bls.gov/cps
Bureau of Labor Statistics, Current Population Survey. http://www.bls.gov/cps

.. |Bureau of Labor Statistics, Current Population Survey. http:/www.bls.gov/cps

Social Security Administration, Office of Research, Evaluation, and Statistics, Annual Statistical
Supplement to the Social Security Bulletin, tables 4.C1 5.A4. http://www.ssa.gov/policy/
docs/statcomps/supplement/

Bureau of Labor Statistics, Major Sector Productivity Program. http://www.bls.gov/lpc/

National Agricultural Statistics Service, Agricultural Estimates Program. http:/www.nass.usda.
gov/

Bureau of Economic Analysis, National Economic Accounts Data. http:/www.bea.gov/nationall

U.S. Environmental Protection Agency, Clean Watersheds Needs Survey. http:/water.epa.gov/
scitech/datait/databases/cwns/index.cfm

U.S. Energy Information Administration, Annual Energy Review Table 8.2a (Col. 16) divided by
Table D1 (Col. 1). http://www.eia.gov/totalenergy/data/annual/index.cfm

U.S. Patent and Trademark Office, Electronic Information Products Division, Patent Technology
Monitoring Team. http://www.uspto.gov/products/catalog/ptmd/patent_statistics.jsp

Bureau of Economic Analysis, National Economic Accounts Data. http:/www.bea.gov/nationall

National Science Foundation, National Patterns of R&D Resources. http:/www.nsf.gov/
statistics/natlpatterns/

U.S. Census Bureau, Population Division, Vintage 2012 Population Estimates (2012), Vintage
2011 Population Estimates (2010-2011), 2000-2010 Intercensal Estimates (2000-2005),
1990-1999 Intercensal Estimates (1990-1995), 1980-1990 Intercensal Estimates (1980),
1970-1980 Intercensal Estimates (1970).

U.S. Census Bureau, Population Division, Decennial Census and American Community Survey.
http://www.census.gov/prod/www/abs/decenniall and http://www.census.gov/acs

U.S. Census Bureau, Population Division, Vintage 2012 Population Estimates (2012), Vintage
2011 Population Estimates (2010-2011), 2000-2010 Intercensal Estimates (2000-2005),
1990-1999 Intercensal Estimates (1990-1995), 1980-1990 Intercensal Estimates (1980),
1970-1980 Intercensal Estimates (1970)

U.S. Census Bureau, Population Division, Vintage 2012 Population Estimates (2012), Vintage
2011 Population Estimates (2010-2011), 2000-2010 Intercensal Estimates (2000-2005),
1990-1999 Intercensal Estimates (1990-1995), 1980-1990 Intercensal Estimates (1980),
1970-1980 Intercensal Estimates (1970)

U.S. Census Bureau, Population Division, Vintage 2012 Population Estimates (2012), Vintage
2011 Population Estimates (2010-2011), 2000-2010 Intercensal Estimates (2000-2005),
1990-1999 Intercensal Estimates (1990-1995), 1980-1990 Intercensal Estimates (1980),
1970-1980 Intercensal Estimates (1970)

U.S. Census Bureau, Current Population Survey. http://www.census.gov/hhes/families/
U.S. Census Bureau, Current Population Survey. http://www.census.gov/hhes/families/

Centers for Disease Control and Prevention, National Vital Statistics Report. http:/www.cdc.
gov/nchs/nvss.htm

U.S. Census Bureau, Current Population Survey. http.//www.census.gov/hhes/families/

U.S. Internal Revenue Service, Statistics of Income - Individual Income Tax Returns (IRS
Publication 1304). http://www.irs.gov/uac/SOI-Tax-Stats-Individual-Income-Tax-Returns-
Publication-1304-(Complete-Report)
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TABLE 6-2. SOURCES FOR SOCIAL INDICATORS—Continued

Indicator

Source

32

33

34

35
36

37

38

39

40

41
42

43

44
45

46

47
48

49
50

51

52

53

54

55

56

57

58

Voting for President (% of voting age population)

Persons volunteering (% age 16 and older)

Socioeconomic

Education
High school graduates (% of age 25-34)

College graduates (% of age 25-34)
Reading achievement SCOre (g 17) .....cuvvrieririniicrniesriessienie s

Math achievement score (age 17)

Science and engineering graduate degrees (% of total graduate degrees)

Receiving special education services (% of age 3-21 public school students) ....

Income, Savings, and Inequality
Real median income: all households (2011 dOllars) ............cueeeeereeerererneireenees

Real disposable income per capita average (2005 dollars) .
Adjusted gross income share of top 1% of all taxpayers

Adjusted gross income share of lower 50% of all taxpayers ...........cooevveerererenee

Personal saving rate (% of disposable personal income)
Poverty rate (%)

Food-insecure households (% of all households)

Supplemental Nutrition Assistance Program (formerly Food Stamps)
Median wealth of households, age 55-64 (in thousands of 2010 dollars)

Housing
Homeownership among families with children (%)
Families with children and severe housing cost burden (%)

Families with children and inadequate housing (%)

Health

Health Status
Life expectancy at birth

Infant mortality (per 1,000 live births)

Low birthweight [<2,500 gms] (% of babies)

Activity limitation (% of age 5-17)
Activity limitation (% of age 18 and over)

Difficulties with activities of daily living (% of age 65 and over)

Health Behavior
Engaged in regular physical activity (% of age 18 and older)

The Office of the Clerk of the U.S. House of Representatives and the U.S. Census Bureau,
Current Population Survey. http://www.census.gov/cps/

U.S. Census Bureau, Current Population Survey. http://www.census.gov/cps/

U.S. Census Bureau, Decennial Census and American Community Survey. http://www.census.
gov/prod/www/abs/decenniall and http://www.census.gov/acs

U.S. Census Bureau, American Community Survey. http://www.census.gov/acs

National Center for Education Statistics, National Assessment of Educational Progress. http:/
nces.ed.gov/nationsreportcardl

National Center for Education Statistics, National Assessment of Educational Progress. htp://
nces.ed.gov/nationsreportcard/

National Center for Education Statistics, Integrated Postsecondary Education Data System.
http://nces.ed.gov/ipeds/

National Center for Education Statistics, Digest of Education Statistics, 2012. htp:/nces.
ed.gov/programs/digest/d12/tables/dt12_046.asp

U.S. Census Bureau, Current Population Survey, Annual Social and Economic Supplements.
http://www.census.gov/hhes/www/income/data/historical/household/

.. |Bureau of Economic Analysis, National Economic Accounts Data. http:/www.bea.gov/nationall

U.S. Internal Revenue Service, Statistics of Income. http:/www.irs.gov/uac/SOI-Tax-Stats-
Individual-Statistical-Tables-by-Tax-Rate-and-Income-Percentile

U.S. Internal Revenue Service, Statistics of Income. http:/www.irs.gov/uac/SOI-Tax-Stats-
Individual-Statistical- Tables-by-Tax-Rate-and-Income-Percentile

Bureau of Economic Analysis, National Economic Accounts Data. http:/www.bea.gov/nationall

U.S. Census Bureau, Current Population Survey, Annual Social and Economic Supplements.
http://www.census.gov/hhes/www/poverty/publications/pubs-cps.html

Economic Research Service, Household Food Security in the United States report series.
http://www.ers.usda.gov/topics/food-nutrition-assistance/food-security-in-the-us/readings.
aspx

Food and Nutrition Service, USDA

Board of Governors of the Federal Reserve System, Survey of Consumer Finances Chartbook.
http://www.federalreserve.gov/econresdata/scf/scfindex.htm

U.S. Census Bureau, American Housing Survey. http://www.census.gov/housing/ahs

U.S. Census Bureau, American Housing Survey as tabulated by the Housing and Urban
Development’s Office of Policy Development and Resesarch. http:/www.census.gov/
housing/ahs

U.S. Census Bureau, American Housing Survey as tabulated by the Housing and Urban
Development’s Office of Policy Development and Resesarch. http:/www.census.gov/
housing/ahs

Centers for Disease Control and Prevention, National Center for Health Statistics, National Vital
Statistics System (mortality), Health, United States, 2012 forthcoming, Table 18. http:/www.
cdc.gov/nchs/nvss.htm

Centers for Disease Control and Prevention, National Center for Health Statistics, National Vital
Statistics System (natality), Health, United States, 2012 forthcoming, Table 13. http:/www.
cdc.gov/nchs/nvss.htm

Centers for Disease Control and Prevention, National Center for Health Statistics, National V