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Under the guise of “improving” budget processes, Congressional leaders in both the House and Senate are
promoting new laws that will negatively affect all of us in Connecticut. Although the proposals appear to be far
removed from our everyday lives, in fact their impact will be felt in education, healthcare, public health, the
environment and other areas.'

l. The Line Item Veto
The Proposal

On June 22™ the U.S. House of Representatives passed the Line Item Veto Act of 2006 (H.R. 4890).> The Act
would allow the President to cancel (or veto) specific provisions of new appropriations acts and tax and entitlement
laws after he signs them.

The bill is a modified version of the President’s own line item veto proposal. The Administration has indicated its
strong support for H.R. 4890 because it would “give the President and Congress an important tool to reduce

unjustified earmarks and wasteful spending items that are frequently incorporated into large, essential spending

measures.””

The Impact

Although it is true that the President could use this proposed new power to cancel “earmarks,” his authority would
extend much further. The President could, for example, leave all earmarks in place while canceling all funding for
the 91 programs he proposed to eliminate in his February 2006 budget.*

!'This short paper relies in major part on the analysis of 5.3521 in A. Sherman, J. Horney and M. Fiedler, Proposed Discretionary Caps Wonld
Hit States Hard (Center on Budget and Policy Priorities, July 5, 20006), and on the analysis of H.R. 4890 in R. Kogan, House “Line-Item Veto™
Proposal Invites Abuse By Executive Branch (Center on Budget and Policy Priorities, June 29, 2006). Both papers can be found at:
www.cbpp.org.

2 The Connecticut House members voted as follows: Representative Johnson voted in favor; Representatives Delauro, Larson and
Simmons voted against; Representative Shays did not vote but was a co-sponsor of the bill and is otherwise on record as supporting the
line item veto.

3 Executive Office of the President, Office of Management and Budget, Statement of Administration Policy, H.R.4890 — Legislative Line Item 1 eto
At of 2006, June 22, 2006.

* Programs targeted for elimination in the President’s budget include grants to states for vocational education, the Preventive Health and
Health Services Block Grant operated by the U.S. Centers for Disease Control and Prevention (CDC) (which, according to the CDC,
“allows states to target funds to address chronic diseases such as diabetes, arthritis, heart disease, and stroke or to direct funds to meet the
challenges of outbreaks of infectious diseases such as SARS and West Nile Virus”) and the Commodity Supplemental Food Program
(which, according to the U.S. Department of Agriculture, “works to improve the health of low-income pregnant and breastfeeding women,
other new mothers up to one year postpartum, infants, children up to age six, and eldetly people at least 60 yeats of age by supplementing
their diets with nutritious USDA commodity food”).
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What’s more, analysts across the political spectrum do not believe that this bill is the hallmark of fiscal responsibility
that it is claimed to be. Rather, the Congressional Budget Office, the Congressional Research Service, and others
agree that line-item veto legislation is as likely to nerease expenditures as to reduce them.”

Columnist George Will warns: “Not only is the constitutionality of the line-item veto questionable, so, too, is the
veto’s utility as a restraint on spending. Arming presidents with a line-item veto might zucrease tederal spending,”
because, in part, “presidents would buy legislators’ support on other large matters in exchange for not vetoing the
legislators’ favorite small items.” And Norman Orenstein of the American Enterprise Institute writes:

Leave aside the simple abdication of responsibility by Congress bere . . . . The larger reality is that
this gives the president a great additional mischief-making capability, to pluck out items to punish
lawmakers he doesn’t like, or to threaten individual lawmakers to get votes on other things,
without having any noticeable impact on budget growth or restraint.”

The Line Item Veto Act also treats spending and tax items very differently. Unlike the President’s broad power on
the spending side, the President’s new power on the tax side would be limited to “targeted tax benefits,” defined as
measures that provide a tax break to a single beneficiary (individual, business or other entity) only. Untouchable, for
example, would be a tax break to benefit two large oil companies.

The contrast between the treatment of tax breaks and entitlement spending is particularly stark. The President
would have the authority to cancel not only increases in benefits, but also changes in eligibility criteria for
entitlement programs. These programs generally benefit millions of Americans, often those most in need. Tax
breaks, on the other hand, that so often benefit large businesses and wealthy individuals, would be beyond the reach
of this legislation (unless there were but a single beneficiary), despite the fact that the hundreds of billions of dollars
each year in tax breaks are essentially entitlement spending on the tax side of the budget.®

Finally, and perhaps most significantly, there is concern that H.R. 4890 upsets the balance of power between the
executive and legislative branches of government. Congress would have only 14 legislative days to vote on the
President’s submission of cancelled appropriations. The President, however, could withhold the funds for 90 days,
even after Congress turned down his request. 1f the fiscal year ended during those 90 days, the President’s action would
have the effect of canceling the expenditure, contrary to the wishes of Congress. The Center on Budget and Policy
Priorities notes that this proposal “would further weaken Congtress in relation to the President by enabling the
President to propose cancellations that could divide the congressional coalition that had negotiated the legislation in
the first place.””  And columnist George Will warns:

The line-item veto’s primary effect might be political, and inimical to a core conservative value.
It wonld aggravate an imbalance in our constitutional system that has been growing for seven
decades: the expansion of execntive power at the expense of the legislature."’

5> R. Kogan, House “Line-Iten: V'eto” Proposal Invites Abuse By Excecutive Branch (Center on Budget and Policy Priorities, June 29, 2000), available
at: www.cbpp.org.

6 G. Will, The Vexing Qualities of a 1'eto, The Washington Post, March 16, 2006.

7 N. Orenstein, Three Embarrassments in an All-Around Shameful Congress, American Enterprise Institute, April 5, 20006, available at
www.aei.org.

8 “According to the Government Accountability Office, the tax code contains nearly $800 billion a year in what OMB, GAO, and the Joint
Committee on Taxation term “tax expenditures” and former Federal Reserve chair Alan Greenspan has termed ‘tax entitlements.” R.
Greenstein, ]. Horney, R. Kogan, Gregg Bill Would Make Far-Reaching Changes in Budget Rules (Center on Budget and Policy Priorities, June 19,
2000), available at: www.cbpp.org. “Tax expenditures” atre tax credits, exemptions, exclusions, deductions and rate reductions that
preferentially benefit some, but not all, taxpayers subject to a particular tax.

O R. Kogan, House “Line-Item 1 eto” Proposal Invites Abuse By Executive Branch (Center on Budget and Policy Priotities, June 29, 20006), available

at: www.cbpp.org.
NG, Will, The 1 exing Qualities of a 1'eto, The Washington Post, March 16, 2006.



Il. Statutory Caps on Discretionary Spending

The Proposal

The Senate Budget Committee approved legislation on June 20" of this year (S.3521) that would establish statutory
caps, for each of the next three federal fiscal years (FFY 07, 08 & 09), on overall levels of funding for discretionary
programs.'' The bill was crafted by the Committee Chairman Judd Gregg, Republican of New Hampshire.'”

The Impact

The proposal does not require specific cuts in specific programs. Rather, it seeks to lock in -- by statute -- the
funding levels for discretionary spending that are in President Bush’s FFY 07 budget. Thus, the President’s
proposed budget, which cuts every discretionary spending category except science, space and technology, is the key
to understanding the impact of the Gregg proposal.”

It is important to note that the majority of the cuts proposed by the President occur after FFY 07. In fact, in many
instances, the President’s budget touts an increase in FFY 07 funding above 2006 levels adjusted for inflation (the
CBO baseline)', but fails to make clear that cuts in the ensuing years result in funding below the 2006 level (adjusted
for inflation). For example, in the President’s budget, funding for elementary and secondary education would
increase in FFY 07 by $1.2 billion relative to the CBO baseline, while cuts in subsequent years would result in
funding at $1.4 billion below the CBO baseline.

Table I sets forth the estimated loss to Connecticut in certain budget areas covered by the Gregg proposal.'

Other proposed cuts would affect us all, not because of decreased funding to individual states, but because of
reductions in federal programs on which all Americans rely. For example, The National Institutes of Health —
which describes itself as the federal focal point for medical research in the United States — would, in FFY 2009,
face an 8.3% cut below the CBO baseline. Public health would take another hit in the budget for Food Safety
Inspection Services. This Department of Agriculture program is designed to “ensure that meat, poultry, shell egg,
and egg products are wholesome, unadulterated, and properly labeled and packaged. ...” The President proposes
an FFY 2007 increase of $34 million for food inspection,'® followed by two years of cuts resulting in FFY 2009
funding that is 9.5% below the CBO baseline (FFY 06, adjusted for inflation).

11 Federal spending is categorized as “discretionary” when Congress must appropriate the money each year for funding to continue. This
is different from non-discretionary (entitlement) spending. Entitlement programs are automatically funded to cover the costs of providing
the benefits of the program to all those who meet the program eligibility requirements. Medicaid, Medicate and Social Security are
examples of entitlement programs. K-12, vocational and adult education, EPA clean and safe water projects, Head Start and supportive
housing for the elderly are examples of discretionary spending.

12 Although the bill has several provisions, only the statutory caps on discretionaty spending are included in this paper. Neither United
States Senator from Connecticut is on the Budget Committee. Thus, neither Senator Dodd nor Senator Lieberman has had an opportunity
to vote on the bill.

13 The Gregg proposal does not require that Congress adopt the specific cuts proposed by the President, but rather that the overa// spending
on discretionary programs included in the proposal be the same as the President’s level of funding.

4 Unless otherwise noted, budget increases and cuts ate relative to the CBO baseline, which is the 2006 funding levels adjusted only for
inflation.

15 Other proposed cuts, such as the 75% reduction to the Community Oriented Policing Services (COPS) program, will mean a decrease in
funding to states, but state-specific estimates are not yet available.

16 In fact, this “increase” merely keeps pace with inflation and thus keeps the program at the same size.
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Conclusion
Those who make the rules, win the game.

The complexity of the federal budget tends to discourage close scrutiny by the public. Yet it is today’s budget
decisions that will shape the lives of Americans for generations to come. It behooves us to focus more closely not
only on substantive budget decisions, but on process as well, because budget processes are the rules that will largely
determine the outcome for our children and grandchildren.

Table I: Impact on Connecticut of Projected Cuts Under
the President’s FY 07 Budget Plan
Program Funding Three Year | Participation
Loss in Funding Loss
2009 Loss
K-12 Education -$14.8 M -- -
Special Education -$11.6 M - -
Vocational and Adult Education -$13.7 M -$40 M -
Special Supplemental Program for -$3.22M -$6 M 1900 — 4500
Women, Infants and Children (WIC) participants
Child Care and Development Block -$1.34 M -$2.6 --
Grant
Children and Families Services -$13.3 -$33.7 -
Community Services Block Grant -$8.1 -$24 --
Head Start -- -- 400-600
children
Community Development Block -$18.5 -$51.8 -
Grant
Low Income Home Energy Assistance -$34 -$75.8 --
EPA Clean Water/Drinking Water -$4.5 -$11.3 --
Revolving Funds

-- projected losses not available



