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10. BUDGET PROCESS

This chapter addresses several broad categories of 
budget process—enforcement, presentation, and reforms 
issues. First, the chapter discusses proposals to improve 
budget enforcement. These proposals include: an exten-
sion of the spending reductions required by the Joint 
Select Committee on Deficit Reduction and what comes 
after the expiration of the discretionary caps in 2021; 
program integrity initiatives both enacted and proposed 
within budget law; funding requests for disaster relief 
and wildfire suppression; reforms to the budgetary treat-
ment of disaster assistance funding; limits on changes in 
mandatory programs in appropriations Acts; limits on 
advance appropriations; a discussion of the system un-
der the Statutory Pay-As-You-Go Act of 2010 (PAYGO) 
of scoring legislation affecting receipts and mandatory 
spending; and administrative PAYGO actions affecting 
mandatory spending. 

Second, this chapter describes proposals in budget 
presentation. The proposals include a discussion of the 
differences in the baseline presentation of revenues and 
spending in the Highway Trust Fund and the associated 
reauthorization proposal; adjustments in the BBEDCA 
baseline that extend certain expiring tax laws; proposals 
for the Pell Grant program; improvements to how Joint 

Committee sequestration is shown in the Budget; the bud-
getary treatment of the housing Government-sponsored 
enterprises and the United States Postal Service; and us-
ing fair value as a method of estimating the cost of credit 
programs. 

Third, this chapter describes reform proposals to im-
prove budgeting and fiscal sustainability with respect to 
individual programs as well as across Government. These 
proposals include: discretionary spending caps; changes 
to capital budgeting for large civilian Federal capital 
projects; budgetary treatment of Federal employee cost re-
forms; an extension and increase in the U.S. Government’s 
participation in the International Monetary Fund’s New 
Arrangements to Borrow; accounting for debt service in 
cost estimates; and reform ideas to rein in Government 
spending. 

These proposals combine fiscal responsibility with 
measures to provide citizens with a more transparent, 
comprehensive, and accurate measure of the reach of 
the Federal budget.  Together, the reforms and presen-
tations discussed create a budget more focused on core 
Government functions and more accountable to the 
taxpayer.

I. BUDGET ENFORCEMENT PROPOSALS

Joint Committee Enforcement 

In August 2011, as part of the Budget Control Act of 
2011 (BCA; Public Law 112-25), bipartisan majorities in 
both the House and Senate voted to establish the Joint 
Select Committee on Deficit Reduction to recommend leg-
islation to achieve at least $1.5 trillion of deficit reduction 
over the period of fiscal years 2012 through 2021. The 
failure of the Congress to enact such comprehensive defi-
cit reduction legislation to achieve the $1.5 trillion goal 
triggered a sequestration of discretionary and mandatory 
spending in 2013, led to reductions in the discretionary 
caps for 2014 through 2020, and forced additional seques-
trations of mandatory spending in each of fiscal years 
2014 through 2020. A further sequestration of mandatory 
spending is scheduled to take effect beginning on October 
1, 2020 based on the order released with the 2021 Budget. 

To date, various laws have changed the annual reduc-
tions required to the discretionary spending limits set 
in the BCA through 2021. Most recently, the Bipartisan 
Budget Act of 2019 (BBA of 2019; Public Law 116-37) ad-
justed these discretionary spending limits for fiscal years 
2020 and 2021, the last years of the BCA caps. The 2021 
caps remain at the levels enacted in this Act and are re-
flected in the sequestration preview report issued with 
this Budget. Looking ahead, future reductions to manda-

tory programs are to be implemented by a sequestration 
of non-exempt mandatory budgetary resources in each of 
fiscal years 2021 through 2029, which are triggered by the 
transmittal of the President’s Budget for each year and 
take effect on the first day of the fiscal year. The Budget 
proposes to continue mandatory sequestration into 2030 
to generate an additional $16.7 billion in deficit reduction. 

For discretionary programs, the 2021 caps, as noted, re-
main at the BBA levels of $671.5 billion for defense and 
$626.5 billion for non-defense. For 2021, the President’s 
Budget requests funding up to the current law defense cap 
while funding non-defense programs at a level of $590 bil-
lion—which is the original BCA cap level for non-defense 
in 2021 before Joint Committee enforcement and the BBA 
of 2019. This non-defense level is five percent below the 
2020 cap level in the BBA of 2019. The Administration 
has long articulated its view that spending caps should 
be treated as ceilings for spending and not floors. By fund-
ing non-defense programs at the original BCA level, the 
Administration is instituting much-needed spending dis-
cipline. After 2021, the Administration proposes levels 
that would increase defense programs by about 2 percent 
each year through 2025 and then hold spending flat for 
the remaining five years in the budget window.  Non-
defense programs will be reduced by 2 percent each year. 
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In addition to these base levels, the 2021 Budget proposes 
$69 billion for the Overseas Contingency Operations bud-
get, which is consistent with the levels specified in the 
BBA of 2019. In total, this would provide $740.5 billion 
in defense funding to support the 2018 National Defense 
Strategy and to protect America’s vital national interests.  

After 2021, the Administration supports new base caps 
for defense and non-defense programs through 2025 at 
the levels included in the 2021 Budget. After 2025, the 
Congress should again set discretionary spending caps, 
at levels that are appropriate given national security 
needs and the need to control Federal deficits and debt. 
The Budget leaves in place placeholder levels that proj-
ect current policies with defense programs frozen at the 
2025 level while non-defense programs continue to be 
reduced by two percent annually.  See Table S–7 in the 
main Budget volume for the proposed annual discretion-
ary caps.

Discretionary Cap Adjustment Funding

Discretionary Funding for Program 
Integrity Cap Adjustments

All Federal programs must be run efficiently and ef-
fectively. There is compelling evidence that investments 
in administrative resources can significantly decrease 
the rate of improper payments and recoup many times 
their initial investment for certain programs. In such 
programs, the Administration continues to support us-
ing discretionary dollars to make significant investments 
in activities that ensure that taxpayer dollars are spent 
correctly. Using cap adjustment funding on program in-
tegrity activities allows for the expansion of oversight and 
enforcement activities in the largest benefit programs 

including Social Security, Unemployment Insurance, 
Medicare and Medicaid, where return on investment 
using discretionary dollars is proven. Additionally, the 
Administration supports increasing investments in 
tax compliance related to Internal Revenue Service tax 
enforcement. 

The following sections explain the benefits and budget 
presentation of the enacted and proposed adjustments to 
the discretionary caps for program integrity activities. 
The Administration proposes legislative and administra-
tive reforms that support several other program integrity 
efforts. Chapter 6, Payment Integrity, provides a compre-
hensive discussion of these proposals.  

Enacted Adjustments Pursuant to BBEDCA.—
The Balanced Budget and Emergency Deficit Control 
Act of 1985, as amended (BBEDCA), recognizes that a 
multiyear strategy to reduce the rate of improper pay-
ments, commensurate with the large and growing costs 
of the programs administered by the Social Security 
Administration (SSA), the Department of Health and 
Human Services (HHS) and the Department of Labor, is a 
laudable goal. To support the overall goal, BBEDCA pro-
vides for adjustments to the discretionary spending limits 
through 2021 to allow for additional funding for specific 
program integrity activities to reduce improper payments 
in the Social Security programs, in the Medicare and 
Medicaid programs and more recently, in Unemployment 
Insurance programs. Because the additional funding is 
classified as discretionary and the savings as manda-
tory, the savings cannot be offset against the funding 
for budget enforcement purposes. These adjustments to 
the discretionary caps are made only if appropriations 
bills increase funding for the specified program integrity 
purposes above specified minimum, or base levels. This 
method ensures that the additional funding amounts 

 TABLE 10–1. PROGRAM INTEGRITY DISCRETIONARY CAP ADJUSTMENTS, INCLUDING MANDATORY SAVINGS
(Budget authority and outlays in millions of dollars)

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 10-year Total

Social Security Administration (SSA) Program Integrity:
Discretionary Budget Authority (non add) 1 ���������������������� 1,302 1,585 1,624 1,813 1,761 1,805 1,866 1,914 1,917 1,968 17,555
Discretionary Outlays 1  ���������������������������������������������������� 1,273 1,579 1,623 1,808 1,762 1,804 1,865 1,913 1,917 1,967 17,511
Mandatory Savings 2  �������������������������������������������������������� –17 –1,738 –3,190 –3,971 –5,241 –6,187 –7,150 –8,495 –8,798 –10,080 –54,867

Net Savings  ��������������������������������������������������������������� 1,256 –159 –1,567 –2,163 –3,479 –4,383 –5,285 –6,582 –6,881 –8,113 –37,356

Health Care Fraud and Abuse Control Program:
Discretionary Budget Authority/Outlays 1  ������������������������� 496 514 532 552 571 592 613 635 658 682 5,845
Mandatory Savings 2,3  ������������������������������������������������������ –955 –1,013 –1,073 –1,138 –1,178 –1,219 –1,262 –1,310 –1,357 –1,407 –11,912

Net Savings  ��������������������������������������������������������������� –459 –499 –541 –586 –607 –627 –649 –675 –699 –725 –6,067

Unemployment Insurance (UI) Program Integrity:
Discretionary Costs 1  ������������������������������������������������������� 83 133 258 433 533 608 633 646 659 672 4,658
Mandatory Savings 2  �������������������������������������������������������� –178 –256 –461 –723 –796 –694 –516 –568 –620 –617 –5,429

Net Savings  ��������������������������������������������������������������� –95 –123 –203 –290 –263 –86 117 78 39 55 –771
1  The discretionary costs are equal to the outlays associated with the budget authority levels authorized for cap adjustments in BBEDCA through 2021�  For SSA, the costs for 2022 

through 2030 reflect the costs to complete the anticipated dedicated program integrity workloads for SSA; for HCFAC the costs for each of 2022 through 2030 are equal to the outlays 
associated with the budget authority levels inflated from the 2021 level for HCFAC, using the 2021 Budget assumptions� The UI levels for 2022 through 2027 are equal to the amounts 
authorized for congressional enforcement, while 2028, 2029, and 2030 are inflated from the 2027 level� For each program the levels in the baseline are equal to the 2021 Budget policy 
levels� The Budget proposes discretionary caps and cap adjustments through 2025 and levels from 2026 through 2030� 

2  The mandatory savings from the cap adjustment funding are included in the baselines for Social Security, Medicare, Medicaid, and UI programs� For SSA, amounts are based on 
SSA’s Office of the Chief Actuary’s estimates of savings� For UI amounts are based on the Department of Labor’s Division of Fiscal and Actuarial Services’ estimates of savings�

3  These savings are based on estimates from the HHS Office of the Actuary for return on investment (ROI) from program integrity activities�  
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authorized in BBEDCA do not supplant other Federal 
spending on these activities and that such spending is not 
diverted to other purposes. The Budget continues to sup-
port full funding of the authorized cap adjustments for 
these programs in 2021. The Budget proposes to extend 
those funding levels through 2030 at the rate of inflation 
assumed in the Budget for the current services baseline 
for Medicare, Medicaid and Unemployment Insurance, 
and assumes cap adjustments levels supporting the full 
program integrity workload volumes for SSA. The 2021 
Budget shows the baseline and policy levels at equivalent 
amounts throughout the 10 year window. Accordingly, sav-
ings generated from such funding levels in the baseline 
for program integrity activities are reflected in the base-
lines for Social Security programs, Medicare, Medicaid, 
and Unemployment Insurance. 

SSA Medical Continuing Disability Reviews 
(CDRs) and Non-Medical Redeterminations of SSI 
Eligibility.—For SSA, the Budget’s proposed discre-
tionary amount of $1,575 million ($273 million in base 
funding and $1,302 million in cap adjustment fund-
ing, pursuant to BBEDCA) will allow SSA to conduct 
690,000 full medical CDRs and approximately 2.0 million 
Supplemental Security Income (SSI) non-medical redeter-
minations of eligibility. The Social Security Act requires 
that SSA conducts Medical CDRs, which are periodic 
reevaluations to determine whether disabled Old-Age, 
Survivors, and Disability Insurance (OASDI) or SSI ben-
eficiaries continue to meet SSA’s standards for disability. 
Redeterminations are periodic reviews of non-medical 
eligibility factors, such as income and resources, for the 
means-tested SSI program and can result in a revision of 
the individual’s benefit level. As noted, the Budget reflects 
the full funding necessary to support the projected CDRs 
occurring during the Budget window, which increases the 
projected cap adjustment levels needed by approximately 
$2.1 billion more than straight inflation from 2022-2030. 
The increase includes $1.8 billion associated with the 
CDR Notice of Proposed Rulemaking in 2022-2030, which 
increases CDRs by a net of 1.2 million full medical re-
views and about 1.5 million CDR mailer reviews. Revised 
unit costs of performing CDR and redetermination work-
loads adds approximately $300 million. SSA calculates 
the fully loaded administrative costs for dedicated pro-
gram integrity workloads consistent with its procedures 
for allocating administrative costs across programs.

As a result of the discretionary funding requested in 
2021, as well as the fully funded base and continued fund-
ing of cap adjustment amounts in 2022 through 2030, the 
OASDI, SSI, Medicare and Medicaid programs would re-
coup about $77 billion in gross Federal savings, including 
approximately $55 billion from access to cap adjustments 
amounts, with additional savings after the 10-year peri-
od, according to estimates from SSA’s Office of the Chief 
Actuary and the Centers for Medicare and Medicaid 
Services’ Office of the Actuary. Access to increased cap 
adjustment amounts and SSA’s commitment to fund the 
fully loaded costs of performing the requested CDR and 
redetermination volumes would produce net deficit sav-
ings of approximately $37 billion in the 10-year window, 

and additional savings in the outyears. These costs and 
savings are reflected in Table 10-1.

SSA is required by law to conduct medical CDRs for 
all beneficiaries who are receiving disability benefits un-
der the OASDI program, as well as all children under age 
18 who are receiving SSI. SSI redeterminations are also 
required by law. SSA achieved currency in its CDR work-
load in 2018 and is currently processing all CDRs in the 
fiscal year they come due.  SSA uses predictive models 
to prioritize the completion of redeterminations based on 
likelihood of change in non-medical factors. The frequency 
of CDRs and redeterminations is constrained by the avail-
ability of funds to support these activities. The mandatory 
savings from the base funding in every year and the en-
acted discretionary cap adjustment funding assumed for 
2020 are included in the BBEDCA baseline, consistent 
with the levels adopted by the Bipartisan Budget Act of 
2015 (BBA of 2015), because the baseline assumes the 
continued funding of program integrity activities. The 
BBA of 2015 increased the level of such adjustments for 
Social Security programs by a net $484 million over the 
2017-2021 period, and it expanded the uses of cap adjust-
ment funds to include cooperative disability investigation 
(CDI) units, and special attorneys for fraud prosecutions. 
To support these important anti-fraud activities, the 
Budget provides for SSA to transfer up to $11.2 million, 
$1.2 million over last year, to the SSA Inspector General 
to fund CDI unit team leaders. This anti-fraud activity is 
an authorized use of the cap adjustment funding.  

The Budget shows the savings that would result from 
the increase in CDRs and redeterminations made possible 
by the discretionary cap adjustment funding requested in 
2021 through 2025 with the supporting levels continu-
ing through 2030. With access to the amounts proposed, 
SSA is on track to remain current with program integrity 
workloads throughout the budget window.

Current estimates indicate that CDRs conducted in 
2021will yield a return on investment (ROI) of about $8 
on average in net Federal program savings over 10 years 
per $1 budgeted for dedicated program integrity funding, 
including OASDI, SSI, Medicare and Medicaid program 
effects. Similarly, SSA estimates indicate that non-medi-
cal redeterminations conducted in 2021will yield a ROI of 
about $3 on average of net Federal program savings over 
10 years per $1 budgeted for dedicated program integrity 
funding, including SSI and Medicaid program effects. The 
Budget assumes the full cost of performing CDRs to en-
sure that sufficient resources are available. The savings 
from one year of program integrity activities are realized 
over multiple years because some results find that ben-
eficiaries are no longer eligible to receive OASDI or SSI 
benefits.

However, the schedule of savings resulting from rede-
terminations will be different for the base funding and 
the cap adjustment funding levels in 2021through 2030. 
This is because redeterminations of eligibility can uncover 
underpayment errors as well as overpayment errors. SSI 
recipients are more likely to initiate a redetermination of 
eligibility if they believe there are underpayments, and 
these recipient-initiated redeterminations are included in 
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the base program amounts provided annually. The esti-
mated savings per dollar spent on CDRs and non-medical 
redeterminations in the baseline reflects an interaction 
with the State option to expand Medicaid coverage for in-
dividuals under age 65 with income less than 133 percent 
of poverty.  As a result of this option, some SSI benefi-
ciaries, who would otherwise lose Medicaid coverage due 
to a medical CDR or non-medical redetermination, would 
continue to be covered. In addition, some of the coverage 
costs for these individuals will be eligible for the en-
hanced Federal matching rate, resulting in higher Federal 
Medicaid costs in those States.

Health Care Fraud and Abuse Control Program 
(HCFAC).—The Budget proposes base and cap adjust-
ment funding levels over the next 10 years and continues 
the program integrity cap adjustment through 2025. In 
order to maintain the same level of effort throughout 
the Budget window, the Budget proposes that the base 
amount increase annually at the rate of inflation in the 
current services baseline over the 10-year period. The cap 
adjustment is set at the levels specified under BBEDCA 
for 2021 and then increases annually based on inflation 
from 2022 through 2030. The mandatory savings from 
both the base and cap adjustment amounts are included 
in the Medicare and Medicaid baselines.  

The discretionary base funding of $311 million plus 
an additional $6 million adjustment for inflation and 
cap adjustment of $496 million for HCFAC activities in 
2021 are designed to reduce the Medicare improper pay-
ment rate, support the Health Care Fraud Prevention & 
Enforcement Action Team (HEAT) initiative, and reduce 
Medicaid improper payment rates.  The investment will 
also allow CMS to deploy innovative efforts that focus on 
improving the analysis and application of data, including 
state-of-the-art predictive modeling capabilities, in order 
to prevent potentially wasteful, abusive, or fraudulent 
payments before they occur.  The funding is to be allocated 
among CMS, the Health and Human Services Office of 
Inspector General, and the Department of Justice.  

Over 2021 through 2030, as reflected in Table 10-1, this 
$5.8 billion investment in HCFAC cap adjustment fund-
ing will generate approximately $12.0 billion in savings 
to Medicare and Medicaid. This results in net deficit re-
duction of $6.1 billion over the 10-year period, reflecting 
prevention and recoupment of improper payments made 
to providers, as well as recoveries related to civil and 
criminal penalties. For HCFAC program integrity efforts, 
CMS actuaries conservatively estimate approximately $2 
is saved or averted for every additional $1 spent.

Reemployment Services and Eligibility 
Assessments (RESEA).—The BBA of 2018 established 
a new adjustment to the discretionary caps for program 
integrity efforts targeted at Unemployment Insurance. 
Like the SSA and HCFAC cap adjustments, the RESEA 
cap adjustment is permitted up to a maximum amount 
specified in the law if the underlying appropriations bill 
first funds a base level of $117 million for Unemployment 
Insurance program integrity activities. While the discre-
tionary caps are in statute through 2021, the law allows 
for the adjustment for congressional budget enforcement 
procedures through 2027; the Budget proposes levels at 
the same amount. Program integrity funding in 2028 
through 2030 continues at level that results from apply-
ing the rate of inflation in the current services baseline 
to the 2027 amount. Table 10-1 shows the mandatory 
savings of $5.4 billion over 10 years, which includes an 
estimated $1.7 billion reduction in State unemployment 
taxes. When netted against the discretionary costs for the 
cap adjustment funding, the 10-year net savings for the 
program is $771 million. 

Proposed Adjustment Pursuant to BBEDCA, 
Internal Revenue Service (IRS) Program Integrity.—
The Budget proposes to establish and fund a new 
adjustment to the discretionary caps for IRS program 
integrity activities starting in 2021, as shown in Table 
10-2. The IRS base appropriation funds current tax ad-
ministration activities, including all tax enforcement and 
compliance program activities, in the Enforcement and 

Table 10–2. PROPOSED PROGRAM INTEGRITY CAP ADJUSTMENT FOR THE INTERNAL REVENUE SERVICE (IRS)
(Budget authority/outlays/receipts in millions of dollars)

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
10-year

Total

Proposed Adjustment Pursuant to the BBEDCA, as amended 1:
Enforcement Base (budget authority)  ����������������������������������������� 9,176 9,461 9,760 10,070 10,391 10,720 11,062 11,415 11,779 12,163 105,997

Cap Adjustment:
Budget Authority  ������������������������������������������������������������������� 400 828 1,173 1,524 1,878 1,993 1,993 2,004 2,013 2,023 15,829
Outlays  ��������������������������������������������������������������������������������� 353 757 1,110 1,459 1,810 1,948 1,971 1,983 1,992 2,002 15,385

Receipt Savings from Discretionary Program Integrity Base 
Funding and Cap Adjustments: 2

Enforcement Base 3  �������������������������������������������������������������������� 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 575,000
Cap Adjustment 4  ������������������������������������������������������������������������ 264 542 3,106 5,158 7,356 9,682 12,005 12,974 13,813 14,495 79,395

Net Savings from Proposed IRS Cap Adjustment: 1,2  ��������������������� –89 –215 1,996 3,699 5,546 7,734 10,034 10,991 11,820 12,493 64,010
1  The Budget proposes discretionary caps and cap adjustments through 2025 and levels from 2026 through 2030� 
2  Savings for IRS are revenue increases rather than spending reductions�  They are shown as negatives for presentation and netting against outlays�
3  No official estimate for 2021 enforcement revenue has been produced, so this figure is an approximation and included only for illustrative purposes�
4  The IRS cap adjustment funds increases for existing enforcement initiatives and activities and new initiatives�  The IRS enforcement program helps maintain the more than $3�6 trillion 

in taxes paid each year without direct enforcement measures�  The cost increases will help maintain the base revenue while generating additional revenue through targeted program 
investments�  The activities and new initiatives funded out of the cap adjustment will yield more than $79 billion in savings over ten years�  Aside from direct enforcement revenue, the 
deterrence impact of these activities suggests the potential for even greater savings�
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Operations Support accounts. The additional $400 million 
cap adjustment in 2021 funds new and continuing invest-
ments in expanding and improving the effectiveness and 
efficiency of the IRS’s tax enforcement program. The ac-
tivities are estimated to generate $79 billion in additional 
revenue over 10 years and cost approximately $15 bil-
lion, resulting in an estimated net savings of almost $64 
billion. Once the new enforcement staff are trained and 
become fully operational these initiatives are expected to 
generate roughly $5 in additional revenue for every $1 in 
IRS expenses. Notably, the ROI is likely understated be-
cause it only includes amounts received; it does not reflect 
the effect that enhanced enforcement has on deterring 
noncompliance. This indirect deterrence helps to ensure 
the continued payment of over $3.6 trillion in taxes paid 
each year without direct enforcement measures. 

Disaster Relief Funding

Section 251(b)(2)(D) of BBEDCA includes a provision 
to adjust the discretionary caps for appropriations that 
the Congress designates in statute as providing for disas-
ter relief. “Disaster relief” is defined as activities carried 
out pursuant to a determination under section 102(2) of 
the Robert T. Stafford Disaster Relief and Emergency 
Assistance Act (42 U.S.C. 5122(2)) for major disasters 
declared by the President. Prior to enactment of the 
Consolidated Appropriations Act of 2018 (CAA of 2018; 
Public Law 115-141), BBEDCA set an annual limit for 
the adjustment (or funding ceiling) that was calculated 
by adding the average funding provided for disaster relief 
over the previous 10 years (excluding the highest and low-
est years) plus any portion of the ceiling for the previous 
year that was not appropriated (or carryover).  If the car-
ryover from one year was not used in the subsequent year, 
it would not carry forward for a second year. This led to 
precipitous decline in the funding ceiling as higher disas-
ter funding years began to fall out of the 10-year average 
formula. The ceiling fell from a high of $18,430 million in 
2015 to a low of $7,366 million in 2018.  The “use or lose” 
aspect of the carryover discouraged judicious use of the 
cap adjustment funding and the Administration proposed 
to work with the Congress in its 2018 and 2019 Budgets 
to address the declining ceiling.

To address the declining ceiling, Division O of the CAA 
of 2018 amended BBEDCA to stabilize the disaster for-
mula by redefining the calculation beginning in fiscal 
year 2019. Under the new revised calculation, the funding 
ceiling is determined by adding three pieces:  1) the same 
10-year average as calculated under the previous formu-
la; 2) a portion of discretionary amounts appropriated to 
address Stafford Act disasters that were designated as 
emergency requirements pursuant to BBEDCA; and 3) the 
cumulative net carryover from 2018 and all subsequent 
fiscal years. With respect to the portion of emergency 
funding, the new calculation permits an adjustment of 
five percent of the total appropriations (net of any rescis-
sions) that were provided after 2011 (or in the previous 10 
years, whichever is less) as emergency requirements pur-
suant to section 251(b)(2)(A)(i) of BBEDCA for Stafford 
Act emergencies. On April 23, 2018, OMB released the 

OMB Report on Disaster Relief Funding to the Committees 
on Appropriations and the Budget of the U.S. House of 
Representatives and the Senate, 20181 which specified the 
methodology and criteria OMB is using for estimating 
the emergency appropriations for Stafford Act disasters 
that will apply in the new formula. Furthermore, the final 
piece of this change effectively allows any unused carry-
over to continue to be factored into each funding ceiling 
until it is used. 

As required by law, OMB included in its Sequestration 
Update Report for 2020 a preview estimate of the 2020 
adjustment for disaster relief. In this report, the ceiling 
for the disaster relief adjustment in 2020 was calculat-
ed to be $17,503 million.  This ceiling was calculated by 
adding together the three components under the new for-
mula: the 10-year average ($7,944 million); 5 percent of 
Stafford Act emergencies since 2012 ($6,594 million); and 
carryover from the previous year ($2,965 million). In final 
2020 appropriations Acts, the Congress had provided ap-
propriations for the full amount available in 2020 with 
$17,352 million for the Federal Emergency Management 
Agency’s Disaster Relief Fund (DRF) and $151 million 
for the Small Business Administration’s Disaster Loans 
Program Account.  

OMB must include in its Sequestration Update Report 
for 2021 a preview estimate of the ceiling on the adjust-
ment for disaster relief funding. This estimate will contain 
the same components discussed above. At the time of the 
Budget, based on final 2020 appropriations, OMB esti-
mates the total adjustment available for disaster funding 
for 2021 at $15,285 million. This ceiling estimate is based 
on these three components under the current formula: the 
10-year average ($8,691 million); 5 percent of Stafford Act 
emergencies since 2012 ($6,594 million); and carryover 
from the previous year ($0). Any revisions necessary to 
account for any changes in 2020 appropriations will be 
included in the 2021 Sequestration Update Report. 

In the 2021 Budget, the Administration is requesting 
$5,060 million in funding for FEMA’s DRF to cover the 
costs of Presidentially declared major disasters, includ-
ing identified costs for previously declared catastrophic 
events (defined by FEMA as events with expected costs 
that total more than $500 million) and the estimated an-
nual cost of non-catastrophic events expected to obligate 
in 2021. The Administration’s request addresses the sig-
nificant and unprecedented recovery needs of the recent 
hurricanes and wildfires that have devastated our Nation. 
Consistent with past practice, the 2021 request level does 
not seek to pre-fund anticipated needs in other programs 
arising out of disasters that have yet to occur. As addi-
tional information about the need to fund prior or future 
disasters becomes available, additional requests, in the 
form of either 2020 supplemental appropriations (desig-
nated as either disaster relief or emergency requirements 
pursuant to BBEDCA), or amendments to the Budget, 
may be transmitted.

Under the principles outlined above, the Administration 
does not have adequate information about known or fu-

1   The report is available on the OMB website:  https://www.white-
house.gov/omb/legislative/omb-reports/.

https://www.whitehouse.gov/omb/legislative/omb-reports/
https://www.whitehouse.gov/omb/legislative/omb-reports/
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ture requirements necessary to estimate the total amount 
that will be requested in future years as disaster relief. 
Accordingly, the Budget does not explicitly request to use 
the BBEDCA disaster designation in any year after the 
budget year. Instead, a placeholder for disaster relief is 
included in each of the outyears that is equal to the 2021 
request level ($5,060 million). This funding level does not 
reflect a specific request but a placeholder amount that, 
along with other outyear appropriations levels, will be de-
cided on an annual basis as part of the normal budget 
development process.  

Disaster Spending Challenges and Reforms.—The 
special treatment of disaster assistance in BBEDCA was 
intended to support greater discipline and transparency 
on Federal spending, while at the same time acknowl-
edging the unpredictable nature of disasters. However, 
because substantial amounts of disaster spending are rou-
tinely designated as emergency funding under BBEDCA 
rather than making appropriate tradeoffs within the 
disaster cap, these objectives are often compromised. 
Since 2005, Federal disaster assistance has totaled at 
least $450 billion2, with nearly half of that amount pro-
vided by the Congress within the last five years. In fiscal 
years 2017 and 2018 alone, the Congress provided $104 
billion as emergency funding for disasters declared pur-
suant to the Stafford Act outside of the disaster relief 
cap adjustment. The current trajectory of Federal disas-
ter spending—carried out through an overlapping and 
complex web of programs across 17 departments and 
agencies—is unsustainable and at times wasteful. A com-
prehensive examination of all Federal disaster relief and 
recovery programs is urgently needed to consider how 
the Nation can best (1) speed up recovery and improve 
long-term outcomes for individuals and communities, (2) 
balance stakeholder incentives with responsibilities for 
creating and assuming risk, and (3) reduce costs to the 
Federal Government and taxpayers. The Administration 
is wrestling with these challenges, and the 2021 Budget 
proposes select programmatic reforms that will begin to 
move disaster recovery programs toward a more fiscally 
sustainable solution.  

One program that is illustrative of these problems 
is the Department of Housing and Urban Development 
Community Development Block Grant for Disaster 
Recovery (CDBG-DR). Since 2005, the Congress has ap-
propriated over $80 billion for disaster-related activities. 
However, the significant overlap between CDBG-DR 
funded activities and other Federal disaster programs 
creates operational and planning inefficiencies, promotes 
perverse incentives that lead to wasteful spending and 
inequities, and causes unnecessary confusion for stake-
holders (e.g., disaster survivors). For example, there 
are over a dozen Federal disaster programs deployed 
to address housing-related needs—each with different 
processes, funding limits, requirements, timelines, and 
involving different agencies at both the Federal and local 
levels. While CDBG-DR funding is intended for long-
term recovery needs, the unpredictability of the amount, 
purpose, timing for when the Congress will provide fund-

2  https://www.gao.gov/assets/710/702173.pdf.

ing, and the lack of regulations do not allow grantees to 
responsibly plan or act quickly. A reexamination of the 
CDBG-DR program, its role in disaster recovery, and its 
impact on Federal disaster spending is past due.

The Budget supports certain regulatory and legisla-
tive changes to help decrease Federal liabilities from 
the Federal Emergency Management Agency’s (FEMA) 
Disaster Relief Fund (DRF). Specifically, the Budget 
supports phasing out Federal spending on certain pub-
lic buildings and equipment following a disaster under 
FEMA’s Public Assistance program. FEMA’s current 
program is a no-limit, no-premium insurance policy for 
State and local governments, which disincentivizes self-
protection and burdens taxpayers with the risky decisions 
made by State and local governments. Eliminating this 
assistance will encourage State and local governments to 
more responsibly manage their risk, including better land 
management and planning, purchasing insurance, and/or 
investing in mitigation. This is projected to result in ap-
proximately $895 million in savings to taxpayers a year. 
In addition, the Budget supports a non-Federal cost-share 
of 25 percent for FEMA’s Individuals and Households 
Program. This is projected to result in $383 million in 
savings to taxpayers a year. Lastly, the Budget supports a 
regulatory change, which adjusts the per capita indicator 
to account for years where the indicator was not adjusted 
for inflation (from 1986-1999). This would increase the 
per capita indicator to $2.30. The regulation will also in-
crease the $1 million minimum threshold for inflation to 
$1.509 million, correcting retroactively for the years dur-
ing which the indicator was not adjusted for inflation. 
This is projected to save taxpayers $263 million a year.  

Wildfire Suppression Operations at the 
Departments of Agriculture and the Interior

Wildfires naturally occur on public lands throughout 
the country. The cost of fighting wildfires has increased 
due to landscape conditions resulting from drought, pest 
and disease damage, overgrown forests, expanding resi-
dential and commercial development near the borders of 
public lands, and program management decisions. When 
these costs exceed the funds appropriated, the Federal 
Government covers the shortfall through transfers from 
other land management programs. For example, in 2018, 
Forest Service wildfire suppression spending reached a 
record $2.6 billion, necessitating transfers of $720 million 
from other non-fire programs.  Historically, these transfers 
have been repaid in subsequent appropriations; however, 
“fire borrowing” impedes the missions of land manage-
ment agencies to reduce the risk of catastrophic fire and 
restore and maintain healthy functioning ecosystems. 

 To create funding certainty in times of wildfire di-
sasters, the CAA of 2018 enacted a new cap adjustment, 
which began in 2020, and the Administration proposes us-
ing it again in this Budget. The adjustment is permitted 
so long as a base level of funding for wildfire suppression 
operations is funded in the underlying appropriations bill 
under the caps.  The base level is defined as being equal to 
average cost over 10 years for wildfire suppression opera-
tions that was requested in the President’s 2015 Budget. 

https://www.gao.gov/assets/710/702173.pdf
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These amounts have been determined to be $1,011 mil-
lion for the Department of Agriculture’s Forest Service 
and $384 million for the Department of the Interior 
(DOI). The 2021 Budget requests these base amounts 
for wildfire suppression and seeks the full $2,350 million 
adjustment authorized in BBEDCA for 2021 with $2,040 
million included for Forest Service and $310 million in-
cluded for DOI. Providing the full level authorized in 2021 
will ensure that adequate resources are available to fight 
wildland fires, protect communities, and safeguard hu-
man life during the most severe wildland fire season. 

 For the years after 2021, the Administration does not 
have sufficient information about future wildfire suppres-
sion needs and, therefore, includes a placeholder in the 
2021 Budget for wildfire suppression in each of the out-
years that is equal to the current 2021 request. Actual 
funding levels, up to but not exceeding the authorized cap 
adjustments, will be decided on an annual basis as part of 
the normal budget process.

Limits on Changes in Mandatory Spending in 
Appropriations Acts (CHIMPs) 

The discretionary spending caps in place since the 
enactment of the BCA in 2011 have been circumvent-
ed annually in appropriations bills through the use of 
changes in mandatory programs, or CHIMPs, that have 
no net outlay savings to offset increases in discretionary 
spending.  

There can be programmatic reasons to make changes 
to mandatory programs on annual basis in the annual ap-
propriations bills. However, many enacted CHIMPs do not 
result in actual spending reductions.  In some cases, the 
budget authority reduced in one year may become avail-
able again the following year, allowing the same reduction 
to be taken year after year.  In other cases, the reduction 
comes from a program that never would have spent its 
funding anyway.   In both of these cases, under current 
scoring rules, reductions in budget authority from such 
CHIMPs can be used to offset appropriations in other 
programs, which results in an overall increase in Federal 
spending.   In such cases, CHIMPs are used as a tool to 
work around the constraints imposed by the discretionary 
budget enforcement caps. 

The Administration supports limiting and ultimately 
phasing out the use of CHIMPs with no outlay savings. In 
support of this, the 2021 Budget proposes reforms to cer-
tain mandatory programs which have been the target of 
CHIMPs in the past, including the Department of Justice’s 
Crime Victims Fund and the Department of Agriculture’s 
Section 32 program. One goal of these reforms is to reduce 
the availability of CHIMPs by setting funding levels in 
permanent law rather than through annual appropria-
tions Acts. For example, the appropriations Acts will no 
longer be able to claim billions in discretionary offsets 
from temporarily blocking the same funding in the Crime 
Victims Fund year after year. In addition, the Budget pro-
poses permanent reductions to the Department of Health 
and Human Services’ Children’s Health Insurance 
Program to ensure that these amounts cannot be used as 
discretionary offsets in future fiscal years.   

Limit on Discretionary Advance Appropriations

An advance appropriation first becomes available for 
obligation one or more fiscal years beyond the year for 
which the appropriations act is passed. Budget author-
ity is recorded in the year the funds become available for 
obligation, not in the year the appropriation is enacted.  

There are legitimate policy reasons to use advance 
appropriations to fund programs.  However, advance ap-
propriations can also be used in situations that lack a 
programmatic justification, as a gimmick to make room 
for expanded funding within the discretionary spend-
ing limits on budget authority for a given year under 
BBEDCA.  For example, some education grants are for-
ward funded (available beginning July 1 of the fiscal year) 
to provide certainty of funding for an entire school year, 
since school years straddle Federal fiscal years. This fund-
ing is recorded in the budget year because the funding is 
first legally available in that fiscal year. However, $22.6 
billion of this funding is advance appropriated (avail-
able beginning three months later, on October 1) rather 
than forward funded. Prior Congresses increased advance 
appropriations and decreased the amounts of forward 
funding as a gimmick to free up room in the budget year 
without affecting the total amount available for a coming 
school year.  This gimmick works because the advance ap-
propriation is not recorded in the budget year but rather 
the following fiscal year.  However, it works only in the 
year in which funds switch from forward funding to ad-
vance appropriations; that is, it works only in years in 
which the amounts of advance appropriations for such 
“straddle” programs are increased.

To curtail this gimmick, which allows over-budget 
funding in the budget year and exerts pressure for in-
creased funding in future years by committing upfront 
a portion of the total budget authority limits under the 
discretionary caps in BBEDCA in those years, congres-
sional budget resolutions since 2001 have set limits on 
the amount of advance appropriations. When the congres-
sional limit equals the amount that had been advance 
appropriated in the most recent appropriations bill, there 
is no additional room to switch forward funding to ad-
vance appropriations, and so no room for this particular 
gimmick to operate in that year’s budget.

The Budget includes $28,709 million in advance ap-
propriations for 2022 and freezes them at this level in 
subsequent years.  In this way, the Budget does not em-
ploy this potential gimmick. Moreover, the Administration 
supports limiting advance appropriations to the proposed 
level for 2022, below the limits included in sections 203 
and 206 for the Senate and the House, respectively, of 
title II of the Bipartisan Budget Act of 2019. Those lim-
its apply only to the accounts explicitly specified in the 
Congressional Record by the Chairs of the Committees on 
the Budget, as referenced in BBA of 2019.

Outside of these limits, the Administration would 
allow discretionary advance appropriations for veter-
ans medical care, as is required by the Veterans Health 
Care Budget Reform and Transparency Act (Public 
Law 111-81). The veterans medical care accounts in the 



114 ANALYTICAL PERSPECTIVES

Department of Veterans Affairs (VA) currently comprise 
Medical Services, Medical Support and Compliance, 
Medical Facilities, and Medical Community Care. The lev-
el of advance appropriations funding for veterans medical 
care is largely determined by the VA’s Enrollee Health 
Care Projection Model. This actuarial model projects the 
funding requirement for over 90 types of healthcare ser-
vices, including primary care, specialty care, and mental 
health. The remaining funding requirement is estimated 
based on other models and assumptions for services such 
as readjustment counseling and special activities. VA has 
included detailed information in its Congressional Budget 
Justifications about the overall 2022 veterans medical 
care funding request. 

For a detailed table of accounts that have received dis-
cretionary and mandatory advance appropriations since 
2019 or for which the Budget requests advance appropria-
tions for 2022 and beyond, please refer to the Advance 
Appropriations chapter in the Appendix.

Statutory PAYGO

The Statutory Pay-As-You-Go Act of 2010 (PAYGO Act; 
Public Law 111-139) requires that, subject to specific ex-
ceptions, all legislation enacted during each session of the 
Congress changing taxes or mandatory expenditures and 
collections not increase projected deficits.  

The Act established 5- and 10-year scorecards to re-
cord the budgetary effects of legislation; these scorecards 
are maintained by OMB and are published on the OMB 
web site.  The Act also established special scorekeeping 
rules that affect whether all estimated budgetary effects 
of PAYGO bills are entered on the scorecards.  Changes 
to off-budget programs (Social Security and the Postal 
Service) do not have budgetary effects for the purposes 
of PAYGO and are not counted.  Provisions designated by 
the Congress in law as emergencies appear on the score-
cards, but the effects are subtracted before computing the 
scorecard totals.  

In addition to the exemptions in the PAYGO Act it-
self, the Congress has enacted laws affecting revenues or 
direct spending with a provision directing that the bud-
getary effects of all or part of the law be held off of the 
PAYGO scorecards.  In the most recently completed con-
gressional session, six pieces of legislation were enacted 
with such a provision. 

The requirement of budget neutrality is enforced by 
an accompanying requirement of automatic across-the-
board cuts in selected mandatory programs if enacted 
legislation, taken as a whole, does not meet that stan-
dard.  If the annual report filed by OMB after the end 
of a congressional session shows net costs—that is, more 
costs than savings—in the budget-year column of either 
the 5- or 10-year scorecard, OMB is required to prepare, 
and the President is required to issue, a sequestration 
order implementing across-the-board cuts to non-exempt 

mandatory programs in an amount sufficient to offset the 
net costs on the PAYGO scorecards. The list of exempt 
programs and special sequestration rules for certain pro-
grams are contained in sections 255 and 256 of BBEDCA.

As was the case during an earlier PAYGO enforcement 
regime in the 1990s, the PAYGO sequestration has not 
been required since the PAYGO Act reinstated the statu-
tory PAYGO requirement.  Since PAYGO was reinstated, 
OMB’s annual PAYGO reports showed net savings in the 
budget year column of both the 5- and 10-year scorecards. 
For the first session of the 116th Congress, the most recent 
session, enacted legislation placed costs of $514 million 
in each year of the 5-year scorecard and $657 million in 
each year of the 10-year scorecard.  However, the budget 
year balance on each of the PAYGO scorecards is zero be-
cause two laws, the Bipartisan Budget Act of 2019 (Public 
Law 116-37), and the Further Additional Continuing 
Appropriations Act, 2020, and Further Health Extenders 
Act of 2019 (Public Law 116-69), directed changes to the 
balances of the scorecards. Public Law 116-37 removed 
all balances included on the scorecards at the time of 
enactment, and Public Law 116-69 shifted the debits on 
both scorecards from fiscal year 2020 to fiscal year 2021.  
Consequently, no PAYGO sequestration was required in 
2020 and the 2021 column of the 10-year PAYGO score-
card reflects a debit of $1,314 million. 3

There are limitations to Statutory PAYGO’s usefulness 
as a budget enforcement tool.  In the past, the scorecards 
have carried large surpluses from year to year, giving the 
Congress little incentive to limit costly spending. Some 
costs, such as changes to the Postal Service or increases to 
debt service, are ignored. The frequent exemption of bud-
getary effects from the PAYGO scorecards by the Congress 
also suggests the PAYGO regime has been ineffective at 
controlling deficits. In the coming year the Administration 
looks forward to working with the Congress to rein in the 
deficit by exploring budget enforcement tools, including 
reforms to PAYGO.  

Administrative PAYGO 

In addition to enforcing budget discipline on en-
acted legislation, the Administration reinvigorated the 
Executive Branch’s review of agency administrative ac-
tions that affect mandatory spending. Executive Order 
13893, “Increasing Government Accountability for 
Administrative Actions by Reinvigorating Administrative 
PAYGO” requires agencies to offset the cost of administra-
tive actions that would increase mandatory spending with 
other actions that would comparably reduce spending. 
Exceptions to this requirement are limited—according 
to the EO, the OMB Director may waive Administrative 
PAYGO requirements if it is necessary for the delivery 
of essential services, for effective program delivery, or be-
cause it is otherwise warranted by the public interest.

3   OMB’s annual PAYGO reports and other explanatory material 
about the PAYGO Act are available on OMB’s website at https://www.
whitehouse.gov/omb/paygo/.

https://www.whitehouse.gov/omb/paygo/
https://www.whitehouse.gov/omb/paygo/
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II. BUDGET PRESENTATION

Highway Trust Fund Spending and 10-Year 
Transportation Reauthorization 

The Budget proposes a 10-year surface transporta-
tion reauthorization plan that includes $75 billion in new 
spending above current law levels, along with a variety of 
proposals to offset the cost of the gap between new spend-
ing levels and receipts projected to support that spending 
from the Highway Trust Fund (HTF). Under BBEDCA 
baseline rules, the Budget shows outlays supported 
by HTF receipts inflating at the current services level. 
However, that presentation masks the reality that the 
HTF has a structural insolvency. The BBEDCA baseline 
results in a presentation that overestimates the amount 
of spending the HTF could support.  In order to support 
the current services level of spending the HTF needs an 
additional $185 billion. Surface transportation reauthori-
zations have recently paid for this insolvency gap through 
transfers of cash from the General Fund, offset by cuts 
to mandatory spending and increases in certain receipts. 
The Administration supports working with the Congress 
to use a combination of Budget proposal to pay for the 
$261 billion gap between projected Highway Trust Fund 
(HTF) revenues and proposed spending levels.

The Highway Revenue Act of 1956 (Public Law 84-627) 
introduced the HTF to accelerate the development of the 
Interstate Highway System.  In the 1970s, the HTF’s scope 
was expanded to include expenditures on mass transit. In 
1982, a permanent Mass Transit Account within the HTF 
was created. HTF programs are treated as hybrids for bud-
get enforcement purposes: contract authority is classified 
as mandatory, while outlays are controlled by obligation 
limitations in appropriations acts and are therefore clas-
sified as discretionary. Broadly speaking, this framework 
evolved as a mechanism to ensure that collections into 
the HTF (e.g., motor fuel taxes) were used to pay only for 
programs that benefit surface transportation users, and 
that funding for those programs would generally be com-
mensurate with collections. Deposits to the HTF through 
the 1990s were historically more than sufficient to meet 
the surface transportation funding needs.  

However, by the 2000s, deposits into the HTF began to 
level off as vehicle fuel efficiency continued to improve.  At 
the same time, the investment needs continued to rise as 
the infrastructure, much of which was built in the 1960s 
and 1970s, deteriorated and required recapitalization. The 
cost of construction also generally increased. The Federal 
motor fuel tax rates have stayed constant since 1993. By 
2008, balances that had been building in the HTF were 
spent down. The 2008-2009 recession and rising gasoline 
prices had led to a reduction in the consumption of fuel 
resulting in the HTF reaching the point of insolvency for 
the first time. The Congress responded by providing the 
first in a series of General Fund transfers to the HTF to 
maintain solvency.  

The passage of the Fixing America’s Surface 
Transportation Act (FAST Act; Public Law 114-94), shored 
up the HTF and maintained the hybrid budgetary treat-

ment through 2020. The FAST Act did not significantly 
amend transportation-related taxes or HTF authoriza-
tion provisions beyond extending the authority to collect 
and spend revenue.   The Congress retained the Federal 
fuel tax rate at 18.4 cents per gallon for gasoline and 24.4 
cents for diesel. To maintain HTF solvency, the FAST 
Act transferred $70 billion from the General Fund into 
the HTF, offset by savings in other mandatory programs. 
Since 2008, HTF tax revenues have been supplemented 
by $140 billion in General Fund transfers. The last year of 
the FAST Act’s authorization is 2020. The Administration 
looks forward to working with the Congress to responsi-
bly pay for the needed increases in surface transportation 
spending by enacting the Administration’s 10-year reau-
thorization levels with a combination of Budget savings 
proposals.  

Adjustments to BBEDCA Baseline: 
Extension of Revenue Provisions 

In order to provide a more realistic outlook for the 
deficit under current policies, the Budget presents the 
Administration’s budget proposals relative to a baseline 
that makes an adjustments to the statutory baseline de-
fined in BBEDCA by extending certain revenue provisions. 
Section 257 of BBEDCA provides the rules for construct-
ing the baseline used by the Executive and Legislative 
Branches for scoring and other legal purposes. The ad-
justments made by the Administration are not intended 
to replace the BBEDCA baseline for these purposes, but 
rather are intended to make the baseline a more useful 
benchmark for assessing the deficit outlook and the im-
pact of budget proposals. 

The Tax Cuts and Jobs Act provided comprehen-
sive tax reform for individuals and corporations. The 
Administration’s adjusted baseline assumes permanent 
extension of the individual income tax and estate and gift 
tax provisions enacted in that Act that are currently set to 
expire at the end of 2025. These expirations were included 
in the tax bill not because these provisions were intended 
to be temporary, but in order to comply with reconcilia-
tion rules in the Senate. Assuming extension of these 
provisions in the adjusted baseline presentation results 
in reductions in governmental receipts and increases in 
outlays for refundable tax credits of $1,372.1 billion over 
the 2025-2030 period relative to the BBEDCA baseline. 
This yields a more realistic depiction of the outlook for re-
ceipts and the deficit than a strictly current law baseline 
in which these significant tax cuts expire. 

Pell Grants

The Pell Grant program includes features that make 
it unlike other discretionary programs including that 
Pell Grants are awarded to all applicants who meet in-
come and other eligibility criteria. This section provides 
some background on the unique nature of the Pell Grant 
program and explains how the Budget accommodates 
changes in discretionary costs.
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Under current law, the Pell program has several no-
table features:

• The Pell Grant program acts like an entitlement pro-
gram, such as the Supplemental Nutrition Assistance 
Program or Supplemental Security Income, in which 
everyone who meets specific eligibility requirements 
and applies for the program receives a benefit. Specif-
ically, Pell Grant costs in a given year are determined 
by the maximum award set in statute, the number 
of eligible applicants, and the award for which those 
applicants are eligible based on their needs and costs 
of attendance. The maximum Pell award for the aca-
demic year 2020-2021 is $6,345, of which $5,285 was 
established in discretionary appropriations and the 
remaining $1,060 in mandatory funding is provided 
automatically by the College Cost Reduction and Ac-
cess Act as amended (CCRAA).

• The cost of each Pell Grant is funded by discretion-
ary budget authority provided in annual appropria-
tions acts, along with mandatory budget authority 
provided not only by the CCRAA, and the BCA, but 
also by amendments to the Higher Education Act of 
1965 contained in the 2011 and 2012 appropriations 
acts.  There is no programmatic difference between 
the mandatory and discretionary funding.  

• If valid applicants are more numerous than ex-
pected, or if these applicants are eligible for higher 
awards than anticipated, the Pell Grant program 
will cost more than projected at the time of the ap-
propriation.  If the costs during one academic year 
are higher than provided for in that year’s appropri-
ation, the Department of Education funds the extra 
costs with the subsequent year’s appropriation.4

4        This ability to “borrow” from a subsequent appropriation is 

• To prevent deliberate underfunding of Pell costs, in 
2006 the congressional and Executive Branch score-
keepers agreed to a special scorekeeping rule for 
Pell.  Under this rule, the annual appropriations bill 
is charged with the full Congressional Budget Of-
fice estimated cost of the Pell Grant program for the 
budget year, plus or minus any cumulative shortfalls 
or surpluses from prior years.  This scorekeeping 
rule was adopted by the Congress as §406(b) of the 
Concurrent Resolution on the Budget for Fiscal Year 
2006 (H. Con. Res. 95, 109th Congress).

Given the nature of the program, it is reasonable to con-
sider Pell Grants an individual entitlement for purposes of 
budget analysis and enforcement. The discretionary por-
tion of the award funded in annual appropriations Acts 
counts against the discretionary spending caps pursuant 
to section 251 of BBEDCA and appropriations allocations 
established annually under §302 of the Congressional 
Budget Act.  

The total cost of Pell Grants can fluctuate from year 
to year, even with no change in the maximum Pell Grant 
award, because of changes in enrollment, college costs, 
and student and family resources.  In general, the de-

unique to the Pell program.  It comes about for two reasons.  First, like 
many education programs, Pell is “forward-funded”—the budget author-
ity enacted in the fall of one year is intended for the subsequent aca-
demic year, which begins in the following July.  Second, even though the 
amount of funding is predicated on the expected cost of Pell during one 
academic year, the money is made legally available for the full 24-month 
period covering the current fiscal year and the subsequent fiscal year.  
This means that, if the funding for an academic year proves inadequate, 
the following year’s appropriation will legally be available to cover the 
funding shortage for the first academic year.  The 2021 appropriation, 
for instance, will support the 2021-2022 academic year beginning in July 
2021 but will become available in October 2020 and can therefore help 
cover any shortages that may arise in funding for the 2020-2021 aca-
demic year.

Table 10–3. DISCRETIONARY PELL FUNDING NEEDS
Dollars in billions

Discretionary Pell Funding Needs (Baseline)

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Estimated Program Cost for $5,285 Maximum Award  ����������������  24�3  24�8  25�4  26�0  26�5  27�2  27�8  28�4  29�1  29�7 
Cumulative Incoming Surplus  �����������������������������������������������������  9�8 ��������� ��������� ��������� ��������� ��������� ��������� ��������� ��������� ���������
Mandatory Budget Authority Available  ����������������������������������������  1�2  1�2  1�2  1�2  1�2  1�2  1�2  1�2  1�2  1�2 
Total Additional Budget Authority Needed  ����������������������������������  13�4  23�6  24�2  24�8  25�4  26�0  26�6  27�3  27�9  28�6 
Fund Pell at 2020 Enacted Level  ������������������������������������������������  22�5  22�5  22�5  22�5  22�5  22�5  22�5  22�5  22�5  22�5 
Surplus/Funding Gap from Prior Year  ����������������������������������������� N/A  9�1  7�9  6�2  3�8  0�9 –2�6 –6�7 –11�5 –16�9
Cumulative Surplus/Discretionary Funding Gap (–)  �������������������  9�1  7�9  6�2  3�8  0�9 –2�6 –6�7 –11�5 –16�9 –23�0

Effect of 2021 Budget Policies

Expand Pell to Short-Term Programs  ����������������������������������������� –0�1 –0�1 –0�2 –0�2 –0�2 –0�2 –0�2 –0�2 –0�2 –0�2
Make Incarcertaed Students Eligible for Pell Grants  ������������������ –0�1 –0�1 –0�1 –0�1 –0�1 –0�1 –0�1 –0�1 –0�1 –0�1
Fund Iraq-Afghanistan Service Grants through Pell  ������������������� –* –* –* –* –* –* –* –* –* –*
Reduce Improper Payments in Pell Grants  ��������������������������������� * * * * * * * * * *
Mandatory Funding Shift 1  ���������������������������������������������������������� –* –0�1 –0�1 –0�1 –0�1 –0�1 –0�1 –0�1 –0�1 –0�1
Surplus/Funding Gap from Prior Year  ����������������������������������������� N/A 8�9 7�4 5�4 2�7 –0�5 –4�4 –8�9 –14�0 –19�8
Cumulative Surplus/Discretionary Funding Gap (–)  �������������������  8�9  7�4  5�4  2�7 –0�5 –4�4 –8�9 –14�0 –19�8 –26�2

N/A = Not applicable
* $50 million or less�
1 Some budget authority, provided in previous legislation and classified as mandatory but used to meet discretionary Pell grant program funding needs, will be reallocated to support 

new costs associated with the mandatory add-on�
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mand for and costs of the program are countercyclical to 
the economy; more people go to school during periods of 
higher unemployment, but return to the workforce as the 
economy improves.  In fact, the program experienced a 
spike in enrollment and costs during the most recent re-
cession, reaching a peak of 9.4 million students in 2011. 
This spike required temporary mandatory or emergency 
appropriations to fund the program well above the level 
that could have been provided as a practical matter by the 
regular discretionary appropriation. Enrollment and costs 
declined continuously from 2011 to 2016, and the funding 
provided over that time has lasted longer than anticipat-
ed.  Recent changes to the program expanded the amount 
of aid available to students, including the enactment of 
Year-Round Pell and increases to the maximum award. 
As a result, total program costs increased in the 2017-
18 award year for the first time since the recession, and 
remained relatively steady in 2018 and 2019. The Budget 
projects enrollment to increase by about two percent over 
the course of the ten year budget window.  Nevertheless, 
assuming no changes in current policy, the 2021 Budget 
baseline expects program costs to stay within available 
resources, which include the discretionary appropriation, 
budget authority carried forward from the previous year, 
and extra mandatory funds, until 2026 (see Table 10-3). 
These estimates have changed significantly from year 
to year, which illustrates continuing uncertainty about 
Pell program costs, and the year in which a shortfall will 
reemerge. 

The 2021 Budget reflects the Administration’s com-
mitment to ensuring students receive the maximum Pell 
Grant for which they are eligible, and to expanding op-
tions available to pursuing postsecondary education and 
training. First, the Budget provides sufficient resources 
to fully fund Pell Grants in the award years covered by 
the budget year, and subsequent years, including the 
funds needed to continue support of Year-Round Pell. The 
Budget provides $22.5 billion in discretionary budget 
authority in 2020, the same as the 2019 enacted appropri-
ation. Level-funding Pell in 2020, combined with available 
budget authority from the previous year and mandatory 
funding provided in previous legislation, provides $8.6 
billion more than is needed to fully fund the program in 
the 2020-21 award year.  

With significant budget authority still available in the 
program, the Budget also proposes legislative changes 
to provide more postsecondary pathways by expanding 
Pell Grant eligibility to high-quality short-term training 
programs. This will help low-income or out-of-work in-
dividuals access training programs that can equip them 
with skills to secure well-paying jobs in high-demand 
fields more quickly than traditional 2-year or 4-year de-
gree programs. Further, to support returning citizens by 
improving employment outcomes and reducing recidi-
vism, the Budget makes Pell Grants available to certain 
incarcerated students in Federal and State prisons.  
The Budget also proposes moving Iraq and Afghanistan 
Service Grants into the Pell program, which will exempt 
those awards from cuts due to sequestration and stream-
line the administration of the programs. Together, these 

three policies increase future discretionary Pell pro-
gram costs by $2.7 billion over 10 years (see Table 10–3). 
Finally, the Budget includes a proposal to reduce the risk 
of improper payments in the program (see the Payment 
Integrity chapter for more detail). With these reforms, the 
Pell program still is expected to have sufficient discretion-
ary funds until 2025.

Gross Versus Net Reductions in Joint 
Committee Sequestration

The net realized savings from Joint Committee man-
datory sequestration are less than the intended savings 
amounts as a result of peculiarities in the BBEDCA se-
questration procedures. The 2021 Budget shows the net 
effect of Joint Committee sequestration reductions by ac-
counting for reductions in 2021, and each outyear, that 
remain in the sequestered account and are anticipated 
to become newly available for obligation in the year af-
ter sequestration, in accordance with section 256(k)
(6) of BBEDCA. The budget authority and outlays from 
these “pop-up” resources are included in the baseline and 
policy estimates and amount to a cost of $1.5 billion in 
2021.  Additionally, the Budget annually accounts for lost 
savings that results from the sequestration of certain 
interfund payments, which produces no net deficit reduc-
tion. Such amount is $880 million in 2021.  

Fannie Mae and Freddie Mac 

The Budget continues to present Fannie Mae and 
Freddie Mac, the housing Government-sponsored enter-
prises (GSEs) currently in Federal conservatorship, as 
non-Federal entities. However, Treasury equity invest-
ments in the GSEs are recorded as budgetary outlays, 
and the dividends on those investments are recorded as 
offsetting receipts.  In addition, the budget estimates re-
flect collections from the 10 basis point increase in GSE 
guarantee fees that was enacted under the Temporary 
Payroll Tax Cut Continuation Act of 2011 (Public Law. 
112-78). The baseline also reflects collections from a 4.2 
basis point set-aside on each dollar of unpaid principal 
balance of new business purchases authorized under 
the Housing and Economic Recovery Act of 2008 (Public 
Law 111-289) to be remitted to several Federal afford-
able housing programs; the Budget proposes to eliminate 
the 4.2 basis point set-aside and discontinue funding for 
these programs. The GSEs are discussed in more detail in 
Chapter 18, “Credit and Insurance.”

Postal Service Reforms 

 The Administration proposes reform of the Postal 
Service, necessitated by the serious financial condition of 
the Postal Service Fund. The proposals are discussed in 
the Postal Service and General Services Administration 
sections of the Appendix.

The Postal Service is designated in statute as an off-
budget independent establishment of the Executive Branch.  
This designation and budgetary treatment was most recent-
ly mandated in 1989, in part to reflect the policy agreement 
that the Postal Service should pay for its own costs through its 
own revenues and should operate more like an independent 
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business entity. Statutory requirements on Postal Service 
expenses and restrictions that impede the Postal Service’s 
ability to adapt to the ongoing evolution to paperless written 
communications have made those goals increasingly difficult 
to achieve.  To address its current financial and structural 
challenges, the Administration proposes reform measures to 
ensure that the Postal Service funds existing commitments 
to current and former employees from business revenues, 
not taxpayer funds. To reflect the Postal Service’s practice 
since 2012 of using defaults to on-budget accounts to contin-
ue operations, despite losses, the Administration’s baseline 
now reflects probable defaults to on-budget accounts. This 
treatment allows for a clearer presentation of the Postal 
Service’s likely actions in the absence of reform and more re-
alistic scoring of reform proposals, with improvements in the 
Postal Service’s finances reflected through lower defaults, 
and added costs for the Postal Service reflected as higher 
defaults. Under current scoring rules, savings from reform 
for the Postal Service affect the unified deficit but do not 
affect the PAYGO scorecard. Savings to on-budget accounts 
through lower projected defaults affect both the PAYGO 
scorecard and the unified deficit. 

Fair Value for Credit Programs 

Fair value is an approach to measuring the cost of 
Federal direct loan and loan guarantee programs that 

would align budget estimates with the market value 
of Federal assistance, typically by including risk pre-
miums observed in the market.  Under current budget 
rules, the cost of Federal credit programs is measured 
as the net present value of the estimated future cash 
flows resulting from a loan or loan guarantee discounted 
at Treasury interest rates. These rules are defined in 
law by the Federal Credit Reform Act of 1990 (FCRA). 
In recent years, some analysts have argued that fair 
value estimates would better capture the true costs im-
posed on taxpayers from Federal credit programs and 
would align with private sector standard practices for 
measuring the value of loans and loan guarantees.  The 
Congressional Budget Office (CBO), for instance, has 
stated that fair value would be a more comprehensive 
measure of the cost of Federal credit programs.  The 
Concurrent Resolution on the Budget for Fiscal Year 
2018 (H. Con. Res. 71) also included language requiring 
CBO to produce fair value scores alongside FCRA scores 
upon request. The Administration supports proposals to 
improve the accuracy of cost estimates and is open to 
working with the Congress and knowledgeable members 
of the public to address any conceptual and implemen-
tation challenges necessary to implement fair value 
estimates for Federal credit programs.

III. BUDGET REFORM PROPOSALS

Discretionary Spending Limits

The BBEDCA baseline extends enacted appropria-
tions at the account level assuming the rate of inflation 
for current services but allowances are included to bring 
total base discretionary funding in line with the BBEDCA 
caps for 2021. The BCA had required reductions to the 
discretionary caps in accordance with Joint Committee 
enforcement procedures but the BBA of 2019 effectively 
cancelled any further Joint Committee reductions for the 
discretionary caps in 2021.  For 2021, the Budget proposes 
no change to the BBA of 2019 cap levels and budgets to 
the base cap for defense programs.  For non-defense, how-
ever, the Administration would seek to begin rebalancing 
Federal responsibilities by budgeting to $590 billion—the 
original BCA level for 2021—instead of the 2019 BBA 
level of $626.5 billion.  While no change is proposed to the 
current non-defense cap in 2021, proposing funding below 
the cap supports the Administration’s principle that caps 
are ceilings for spending and not floors. 

The 2021 Budget demonstrates that non-defense pro-
grams can be easily funded at a level that is five-percent 
below the legal limit set in the BBA for 2020 and about 
six-percent below the BBA limit for 2021. After 2021, the 
Administration would support new caps through 2025 at 
the levels in the 2021 Budget. These levels would codify a 
shift in resources from non-defense programs by institut-
ing a 2-penny reduction to non-defense programs while 
increasing the defense category by about 2 percent to 
fully resource the 2018 National Defense Strategy. A four-
year extension of the caps is a reasonable time limit and it 

would be prudent to revisit any further extension at that 
time based on the Nation’s fiscal situation. Therefore, the 
Budget sets placeholder levels for 2026 through 2030 that 
project current policies with defense programs held flat at 
the 2025 level while non-defense programs continue the 
2-penny reduction for the remainder of the budget win-
dow.  The discretionary cap policy levels are reflected in 
Table S–7 of the main Budget volume. 

Federal Capital Revolving Fund

The structure of the Federal budget and budget 
enforcement requirements can create hurdles to fund-
ing large-dollar capital investments that are handled 
differently at the State and local government levels. 
Expenditures for capital investment are combined with 
operating expenses in the Federal unified budget. Both 
kinds of expenditures must compete for limited funding 
within the discretionary caps.  Large-dollar Federal capi-
tal investments can be squeezed out in this competition, 
forcing agency managers to turn to operating leases to 
meet long-term Federal requirements. These alternatives 
are more expensive than ownership over the long-term 
because: (1) Treasury can always borrow at lower inter-
est rates; and (2) to avoid triggering scorekeeping and 
recording requirements for capital leases, agencies sign 
shorter-term consecutive leases of the same space.  For 
example, the cost of two consecutive 15-year leases for 
a building can far exceed its fair market value, with the 
Government paying close to 180 percent of the value of 
the building. Alternative financing proposals typically 
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run up against scorekeeping and recording rules that ap-
propriately measure cost based on the full amount of the 
Government’s obligations under the contract, which fur-
ther constrains the ability of agency managers to meet 
capital needs.  

In contrast, State and local governments separate cap-
ital investment from operating expenses. They are able 
to evaluate, rank, and finance proposed capital invest-
ments in separate capital budgets, which avoids direct 
competition between proposed capital acquisitions and 
operating expenses. If capital purchases are financed by 
borrowing, the associated debt service is an item in the 
operating budget. This separation of capital spending 
from operating expenses works well at the State and lo-
cal government levels because of conditions that do not 
exist at the Federal level. State and local governments 
are required to balance their operating budgets, and their 
ability to borrow to finance capital spending is subject 
to the discipline of private credit markets that impose 
higher interest rates for riskier investments.  In addition, 
State and local governments tend to own capital that they 
finance.  In contrast, the Federal Government does not 
face a balanced budget requirement, and Treasury debt 
has historically been considered the safest investment 
regardless of the condition of the Federal balance sheet. 
Also, the bulk of Federal funding for capital is in the form 
of grants to lower levels of Government or to private en-
tities, and it is difficult to see how non-federally owned 
investment can be included in a capital budget. 

To deal with the drawbacks of the current Federal 
approach, the Budget proposes: (1) to create a Federal 
Capital Revolving Fund (FCRF) to fund large-dollar, 

federally owned, civilian real property capital projects; 
and (2) provide specific budget enforcement rules for the 
FCRF that would allow it to function, in effect, like State 
and local government capital budgets.  This proposal in-
corporates principles that are central to the success of 
capital budgeting at the State and local level—a limit on 
total funding for capital investment, annual decisions on 
the allocation of funding for capital projects, and spread-
ing the acquisition cost over 15 years in the discretionary 
operating budgets of agencies that purchase the assets. 
As part of the overall 2021 Budget infrastructure initia-
tive, the FCRF would be capitalized initially by a $10 
billion mandatory appropriation, and scored with antici-
pated outlays over the 10-year window for the purposes 
of pay-as-you-go budget enforcement rules. Balances in 
the FCRF would be available for transfer to purchasing 
agencies to fund large-dollar capital acquisitions only to 
the extent projects are designated in advance in appro-
priations Acts and the agency receives a discretionary 
appropriation for the first of a maximum of 15 required 
annual repayments.  If these two conditions are met, the 
FCRF would transfer funds to the purchasing agency to 
cover the full cost to acquire the capital asset.  Annual 
discretionary repayments by purchasing agencies would 
replenish the FCRF and would become available to fund 
additional capital projects. Total annual capital purchases 
would be limited to the lower of $2.5 billion or the balance 
in the FCRF, including annual repayments.

The Budget uses the FCRF concept to fund the expan-
sion and remaining renovation, estimated at $294 million 
for the Department of Commerce National Institute of 
Standards and Technology (NIST) to do advance precision 

Year 1 Years 2-15 Year 1 Years 2-15
Mandatory: Mandatory:

Transfer to purchasing agency Collec�on of transfer from Federal
to buy building………………....……. 294 Capital Revolving Fund…….…....…… -294

Purchasing agency repayments.... -20 -274 Payment to buy building……..…….…. 294

Discre�onary:
Repayments to Federal

Capital Revolving Fund………….……. 20 274

Year 1 Years 2-15 Total
Mandatory:

Purchase building………………………………...……… 294 294
Collec�ons from purchasing agency….….….….. -20 -274 -294

Discre�onary:
Purchasing agency repayments…….………..……. 20 274 294

Total Government-wide…………..………………….……. 294 --- 294

Total Government-Wide Deficit Impact

Federal Capital Revolving Fund Purchasing Agency

Chart 10–1. SCORING OF $294 MILLION 
NIST CONSTRUCTION PROJECT USING THE 

FEDERAL CAPITAL REVOLVING FUND
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measurement tools and technologies for a variety of scien-
tific endeavors at Building One on the Boulder Colorado 
campus. In accordance with the principles and design of 
the FCRF, the 2021 budget requests appropriations lan-
guage designating the NIST expansion and renovation as 
a project to be funded out of the FCRF, which is housed 
within the General Services Administration, along with 
1/15 of the full purchase price, or $19.6 million for the 
first year repayment back to the FCRF. The FCRF ac-
count is displayed funding the NIST project in 2021 and 
a total of $15 billion worth of Federal buildings projects 
using the initial $10 billion in mandatory appropriations 
and, starting in 2026, $5 billion from offsetting collections 
from annual project repayments.

The flow of funds for the expansion and renovation of a 
NIST research building with a $294 million cost and the 
proposed scoring are illustrated in Chart 10–1. Current 
budget enforcement rules would require the entire $294 
million to be scored as discretionary budget authority in 
the first year, which would negate the benefit of the FCRF 
and leave agencies and policy makers facing the same 
trade-off constraints. As shown in Chart 10–1, under this 
proposal, transfers from the FCRF to agencies to fund 
capital projects, $294 million in the case of the NIST proj-
ect, and the actual execution by agencies would be scored 
as direct spending (shown as mandatory in Chart 10–1), 
while agencies would use discretionary appropriations to 
fund the annual repayments to the FCRF, or $19.6 million 
for the NIST building construction first year repayment. 
The proposal allocates the costs between direct spending 
and discretionary spending—the up-front cost of capital 
investment would already be reflected in the baseline as 
direct spending once the FCRF is enacted with $10 billion 
in mandatory capital. This scoring approves a total capi-
tal investment upfront, keeping individual large projects 
from competing with annual operating expenses in the 
annual appropriations process. On the discretionary side 
of the budget the budgetary trade off would be locking 
into the incremental annual cost of repaying the FCRF 
over 15-years. Knowing that future discretionary appro-
priations will have to be used to repay the FCRF would 
provide an incentive for agencies, OMB, and the Congress 
to select projects with the highest mission criticality and 
returns. OMB would review agencies’ proposed projects 
for inclusion in the President’s Budget, as shown with 
the NIST request, and the Appropriations Committees 
would make final allocations by authorizing projects in 
annual appropriations Acts and providing the first year 
of repayment. This approach would allow for a more effec-
tive capital planning process for the Government’s largest 
civilian real property projects, and is similar to capital 
budgets used by State and local governments.

Further Adjustments to the Proposed 
Discretionary Caps for Employer-Employee 
Share of Federal Employee Retirement

The Budget includes a proposal that starts in 2022 to 
reduce the contributions of Federal agencies to the retire-
ment plans of civilian employees. The Budget proposes 
to reallocate the costs of Federal employee retirement by 

charging equal shares of employees’ accruing retirement 
costs to employees and employers. The Budget takes the 
estimated reductions in the share of employee retirement 
paid by Federal agencies out of the proposed non-defense 
levels starting in 2022. Additionally, the discretionary 
non-defense levels proposed in the 2021 Budget for the 
2022 through 2030 period are reduced further to account 
for the reduction in discretionary costs. This proposal 
starts at a reduction of discretionary budget authority of 
$6.3 billion in 2022 and totals $81.9 billion in reduced dis-
cretionary spending over the 2022 to 2030 period.   

IMF Quota Subscription and Increase in 
the New Arrangements to Borrow

As part of a broader set of reforms at the International 
Monetary Fund (IMF), the Administration supports a 
proposal to extend and increase U.S. participation in of 
the IMF’s New Arrangements to Borrow (NAB). Because 
U.S. participation in the NAB constitutes an exchange of 
monetary assets, the Administration does not score them 
as budget authority or outlays, and they are not includ-
ed in the total funding requested by the Administration. 
Budget authority is the authority to enter into obligations 
that are liquidated by outlays, and U.S. transactions with 
the IMF do not result in outlays. The Administration’s 
position follows the recommendation made by the 
1967 President’s Commission on Budget Concepts that 
“Subscriptions, drawings, and other transactions reflect-
ing net changes in the U.S. position with the International 
Monetary Fund should be excluded from budget receipts 
and expenditures.”5 There is little basis for treating IMF 
quota subscriptions or NAB increases differently from 
other financial asset exchanges, such as deposits of cash 
in Treasury’s accounts at the Federal Reserve Bank or 
purchases of gold, which are not recorded as either budget 
authority or outlays.

Estimating the Impacts of Debt Service

New legislation that affects direct spending and rev-
enue will also indirectly affect interest payments on the 
Federal debt. These effects on interest payments can 
cause a significant budgetary impact; however, they are 
not captured in cost estimates that are required under the 
PAYGO Act, nor are they typically included in estimates 
of new legislation that are produced by the Congressional 
Budget Office.  The Administration believes that cost 
estimates of new legislation could be improved by incor-
porating information on the effects of interest payments 
and looks forward to working with the Congress in mak-
ing reforms in this area.

Funds for Reducing Discretionary Spending

Discretionary spending caps can be an important tool 
to rein in Government spending. Since the discretion-
ary spending caps were reinstated in 2013 as part of the 
Budget Control Act of 2011, these caps have not been 
exceeded, an indication that avoiding a discretionary 
sequestration is a powerful discretionary budget enforce-

5  Report of the President’s Commission on Budget Concepts, Wash-
ington, D.C., October 1967, p.31.
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ment tool. While spending caps are effective, in that they 
require the Administration and the Congress to balance 
competing tradeoffs for limited Federal funds, these caps 
are usually treated as a floor rather than as a ceiling. If 
the caps were considered a ceiling, annual discretionary 
choices could include spending levels below the cap, as 
proposed by the Administration in prior years and in this 
Budget for 2021. The 2021 Budget does not change the 
caps set in the BBA of 2019 but makes choices that bring 
non-defense spending levels to an amount that is about 
$30 billion (or nearly six percent) below the 2021 non-de-
fense current law cap. 

The Administration is interested in proposals that 
help the Congress consider proposals to reduce spend-
ing below the discretionary caps. For instance, the 2019 
House Financial Services and General Government bill 
included the Fund for America’s Kids and Grandkids to 
set aside $585 million under the Committee’s 2019 con-
gressional allocation that would be spent only if deficits 
were certified at zero. Using funds such as these promotes 
transparency about the choice between deficit reduction 
and additional spending. The Administration is support-
ive of creating such reserve funds in the coming years. 

Outlay Caps and Benchmarks 

The Budget achieves balance in fifteen years due to 
proposals to reform healthcare; eliminate wasteful spend-
ing in Medicare and other programs; reform student 
loans, disability programs, and the welfare system; and 

reprioritize Government to focus on the most effective 
programs. While the Budget’s policies help bring spend-
ing under control, additional efforts to control spending 
are needed. Several budget process reforms should be 
considered, including setting spending caps on mandato-
ry outlays, and benchmarks against which spending can 
be measured to determine sustainable levels. 

Outlay caps that are consistent with the historical 
average as a share of gross domestic product (GDP), post-
World War II levels could be enforced with sequestration 
across programs similar to other budget enforcement 
regimes. An outlay cap on mandatory spending would 
complement discretionary caps, which have been in place 
since 2013. The Budget proposes to continue discretion-
ary caps through 2025 at declining levels and declining 
levels through 2030. Additional program and cost-cutting 
reforms such as those in the Budget would be necessary 
to bring outlays to or below the historical average as a 
share of GDP, post-World War II.

In addition to the Administration’s policies, a fiscal 
rule, or benchmark, that limits total Federal spending 
to an amount representing affordability would embody 
fiscal responsibility and bring transparency to reason-
able limits on the growth of spending. Such a fiscal rule 
would provide a benchmark with which to evaluate future 
Federal spending paths and is a helpful tool to objectively 
limit the growth of spending to a more reasonable and 
sustainable level.




