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November 9, 2005
The Deficit Reduction Act (H.R. 4241)

Spending Reconciliation Overview
Order of Business:  The bill is scheduled to be considered on Thursday, November 10th, subject to a rule.
Background:  Under the budget resolution (H. Con. Res. 95), the House authorizing committees were instructed to find $35 billion in savings over five years to slow the growth in mandatory spending.  Once the Republican Conference adopted the more ambitious goal of $50 billion in savings over five years, each committee was expected to find additional savings.  H.R. 4241 is the first spending reconciliation bill to be considered by the House of Representatives since 1997.  
Savings to Taxpayers:  According to CBO, H.R. 4241 would reduce the growth of federal spending by $53.9 billion over five years (see Table 1).  If enacted, the legislation would slow the annual growth of mandatory spending from 6.4% to 6.3% (one tenth of one percent).   

Table 1.  Savings by Committee, In Millions
	House Authorizing Committees
	Original Instruction

Savings, 2006-10
	Final Submission

Savings, 2006-10
	Final Submission

% of Total Package

	Agriculture
	3,000
	3,649
	6.8%

	Education & Workforce
	12,651
	20,422
	37.8%

	Energy & Commerce 
	14,734
	17,066
	31.7%

	Financial Services 
	470
	470
	0.9%

	Judiciary
	300
	428
	0.8%

	Resources
	2,400
	3,678
	6.8%

	Transportation
	103
	156
	0.3%

	Ways and Means
	1,000
	8,048
	14.9%

	Total Savings
	34,658
	53,917
	100%


Overview of the Deficit Reduction Act:  In determining the merits of H.R. 4241, some conservatives may look to a number of factors, including: 

(1) The total amount of gross savings, the total amount of new spending, and the total amount of net savings.  H.R. 4241 includes $68.7 billion in gross savings, $14.8 billion in new direct spending, and $53.9 billion in net savings (see Table 2).

(2) The proportion between actual spending reductions and reforms and provisions that increase federal receipts that (irrespective of the merits of each policy generating those receipts) can lead to ongoing spending to increase the size and scope of the government.  Of the $68.7 billion in gross savings, H.R. 4241 includes $46.8 billion (68%) in spending reductions and reforms and $21.8 billion ($32%) in provisions that increase receipts (see Table 2).  Furthermore, of the provisions that raise receipts, $14.4 billion (66%) result from asset sales and royalties and $7.4 billion (34%) from premium and fee increases. 

Table 2.  Overview of H.R. 4241, In Millions
	
	Savings & Spending
	% Breakdown of Savings

	Gross Savings 
	$68,673
	100%

	Spending Reductions and Reforms
	($46,843)
	(68%)

	Increased Receipts
	($21,830)
	(32%)

	New Spending
	-$14,756
	

	Net Savings
	$53,917
	


(3) The actual policy provisions included in the bill.  For instance, many conservatives have championed the following policies in H.R. 4241 over the years:

· reauthorizing the 1996 welfare reform law and tightening the current work requirements to include a 40-hour work week;
· slowing the rate of growth in Medicaid from 7.7% to 7.5% over ten years; 
· ensuring that Medicaid cannot be accessed by illegal immigrants;
· lengthening the waiting period from 5 to 7 years for non-citizen immigrants to gain eligibility for food stamps;
· leasing/drilling in the Arctic National Wildlife Refuge (ANWR);
· leasing/drilling on the Outer Continental Shelf (OCS);
· addressing the long-term financial instability of the Pension Benefit Guarantee Corporation (PBGC);
· splitting the 9th Circuit Court of Appeals;
· implementing Health Opportunity Accounts in Medicaid as demonstration projects; 
· repealing the Continue Dumping and Subsidy Offset Act; and 
· selling federal land in Idaho, Nevada, and Washington, D.C.  

Alternatively, some conservatives may be concerned with the following policies included in H.R. 4241:  

· increasing federal child care funding by $3.5 billion;
· providing $2.5 billion in additional Hurricane Katrina/Rita Medicaid assistance;
· increasing LIHEAP funding by $1 billion (and making it an entitlement for one year);
· providing $900 million for converter-boxes subsidies for the digital TV transition;
· increasing student loan subsidies by $4.5 billion; 
· increasing FDIC limits (deposit insurance coverage); and
· creating a variety of new mandatory federal grant programs to be funded without annual   

         oversight from Congress.
(4) The extent to which the size of this spending reconciliation package compares with past    reconciliations bills.  According to CRS, the last four spending reconciliation bills (1990, 1993, 1995 and 1997) averaged $127 billion in net mandatory savings over five years.  

· In 1990, a Republican President and Democratic Congress enacted $75 billion in net mandatory savings over five years (in addition to substantial tax increases).
· In 1993, a Democratic President and Congress enacted $77 billion in net mandatory savings over five years (in addition to substantial tax increases).  

· In 1995, a Democratic President vetoed a reconciliation package that a Republican Congress passed that included $249 billion in net mandatory savings over five years (with no tax increases). 
· In 1997, a Democratic President and Republican Congress enacted $107 billion in net mandatory savings over five years (with no tax increases).  
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