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THE BUDGET MESSAGE OF THE PRESIDENT

To THE CONGRESS OF THE UNITED STATES:

We begin a new year at a moment of continuing challenge for the American people. Even as we
recover from crisis, millions of families are still feeling the pain of lost jobs and savings. Businesses are
still struggling to find affordable loans to expand and hire workers. Our Nation is still experiencing
the consequences of a deep and lasting recession, even as we have seen encouraging signs that
the turmoil of the past 2 years is waning. Moving from recession to recovery, and ultimately to
prosperity, remains at the heart of my Administration’s efforts. This Budget provides a blueprint for
the work ahead.

But in order to understand where we are going in the coming year, it is important to remem-
ber where we started just 1 year ago. Last January, the United States faced an economic crisis
unlike any we had known in generations. Irresponsible risk-taking and debt-fueled speculation—
unchecked by sound oversight—led to the near-collapse of our financial system. Our Gross Domestic
Product (GDP) was falling at the fastest rate in a quarter-century. Five trillion dollars of Americans’
household wealth had evaporated in just 12 weeks as stocks, pensions, and home values plummeted.
We were losing an average of 700,000 jobs each month, equivalent to the population of the State of
Vermont. The capital and credit markets, integral to the normal functioning of our economy, were
virtually frozen. The fear among economists—from across the political spectrum—was that we
risked sinking into a second Great Depression.

Immediately, we undertook a series of difficult steps to prevent that outcome. We acted to get
lending flowing again so that businesses could get loans to buy equipment and ordinary Americans
could get financing to buy homes and cars, go to college, and start or run businesses. We enacted
measures to foster greater stability in the housing market, help responsible homeowners stay in
their homes, and help to stop the broader decline in home values. To achieve this, and to prevent an
economic collapse that would have affected millions of additional families, we had no choice but to
use authority enacted under the previous Administration to extend assistance to some of the very
banks and financial institutions whose actions had helped precipitate the turmoil. We also took
steps to prevent the rapid dissolution of the American auto industry—which faced a crisis partly of
its own making—to prevent the loss of hundreds of thousands of additional jobs during an already
fragile time. Many of these decisions were not popular, but we deemed them necessary to prevent
a deeper and longer recession.

Even as we worked to stop the economic freefall and address the crises in our banking sector, our
housing market, and our auto industry, we also began attacking the economic crisis on a broader
front. Less than 1 month after taking office, we enacted the most sweeping economic recovery
package in history: the American Recovery and Reinvestment Act. The Recovery Act not only
provided tax cuts to small businesses and 95 percent of working families and provided emergency
relief to those out of work or without health insurance; it also began to lay a new foundation for long-
term economic growth and prosperity. With investments in health care, education, infrastructure,
and clean energy, the Recovery Act both saved and created millions of jobs and began the hard work
of transforming our economy to thrive in the modern, global marketplace and reverse the financial
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decline working families experienced in the last decade. Because of these and other steps, we can
safely say we have avoided the depression many feared, and we are no longer facing the potential
collapse of our financial system. But our work is far from complete.

First and foremost, there are still too many Americans without work. The steps we have taken
have helped stop the staggering job losses we were experiencing at the beginning of last year. But the
damage has been done. More than seven million jobs were lost since the recession began 2 years ago.
This represents not only a terrible human tragedy, but also a very deep hole from which we have to
climb out. Until our businesses are hiring again and jobs are being created to replace those we have
lost—until America is back at work—my Administration will not rest and this recovery will not be
finished.

That is why this Budget includes plans to encourage small businesses to hire as quickly and
effectively as possible, to make additional investments in infrastructure, and to jump-start clean
energy investments that will help the private sector create good jobs in America.

Long before this crisis hit, middle-class families were under growing strain. For decades,
Washington failed to address fundamental weaknesses in the economy: rising health-care costs, a
growing dependence on foreign oil, and an education system unable to prepare our children for the
jobs of the future. In recent years, spending bills and tax cuts for the wealthy were approved without
paying for any of it, leaving behind a mountain of debt. And while Wall Street gambled without
regard for the consequences, Washington looked the other way.

As a result, the economy may have been working very well for those at the very top, but it was not
working for the middle class. Year after year, Americans were forced to work longer hours and spend
more time away from their loved ones, while their incomes flat-lined and their sense of economic
security evaporated. Beneath the statistics are the stories of hardship I've heard all across America.
For too many, there has long been a sense that the American dream—a chance to make your own way,
to support your family, save for college and retirement, own a home—was slipping away. And this
sense of anxiety has been combined with a deep frustration that Washington either didn’t notice, or
didn’t care enough to act.

Those days are over. In the aftermath of this crisis, what is clear is that we cannot simply go back to
business as usual. We cannot go back to an economy that yielded cycle after cycle of speculative booms
and painful busts. We cannot continue to accept an education system in which our students trail their
peers in other countries, and a health-care system in which exploding costs put our businesses at a
competitive disadvantage and squeeze the incomes of our workers. We cannot continue to ignore the
clean energy challenge and stand still while other countries move forward in the emerging industries
of the 21st Century. And we cannot continue to borrow against our children’s future, or allow special
interests to determine how public dollars are spent. That is why, as we strive to meet the crisis of the
moment, we are continuing to lay a new foundation for the future.

Already, we have made historic strides to reform and improve our schools, to pass health insurance
reform, to build a new clean energy economy, to cut wasteful spending, and to limit the influence of
lobbyists and special interests so that we are better serving the national interest. However, there is
much left to do, and this Budget lays out the way ahead.
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Because an educated workforce is essential in a 21st Century global economy, we are undertaking a
reform of elementary and secondary school funding by setting high standards, encouraging innovation,
and rewarding success; making the successful Race to the Top fund permanent and opening it up to
innovative school districts; investing in educating the next generation of scientists and engineers; and
putting our Nation closer to meeting the goal of leading the world in new college graduates by 2020.
Moreover, since in today’s economy learning must last a lifetime, my Administration will reform the
job-training system, streamlining it and focusing it on the high-growth sectors of the economy.

Because even the best-trained workers in the world can’t compete if our businesses are saddled with
rapidly increasing health-care costs, we're fighting to reform our Nation’s broken health insurance
system and relieve this unsustainable burden. My Budget includes funds to lay the groundwork
for these reforms—by investing in health information technology, patient-centered research, and
prevention and wellness—as well as to improve the health of the Nation by increasing the number
of primary care physicians, protecting the safety of our food and drugs, and investing in critical
biomedical research.

Because small businesses are critical creators of new jobs and economic growth, the Budget
eliminates capital gains taxes for investments in small firms and includes measures to increase these
firms’ access to the loans they need to meet payroll, expand their operations, and hire new workers.

Because we know the nation that leads in clean energy will be the nation that leads the world, the
Budget creates the incentives to build a new clean energy economy—from new loan guarantees that
will encourage a range of renewable energy efforts and new nuclear power plants to spurring the
development of clean energy on Federal lands. More broadly, the Budget makes critical investments
that will ensure that we continue to lead the world in new fields and industries: doubling research
and development funding in key physical sciences agencies; expanding broadband networks across
our country; and working to promote American exports abroad.

And because we know that our future is dependent on maintaining American leadership abroad and
ensuring our security at home, the Budget funds all the elements of our national power—including
our military—to achieve our goals of winding down the war in Iraq, executing our new strategy in
Afghanistan, and fighting al Qaeda all over the world. To honor the sacrifice of the men and women
who shoulder this burden and who have throughout our history, the Budget also provides significant
resources, including advanced appropriations, to care for our Nation’s veterans.

Rising to these challenges is the responsibility we bear for the future of our children, our
grandchildren, and our Nation. This is an obligation to change not just what we do in Washington,
but how we do it.

As we look to the future, we must recognize that the era of irresponsibility in Washington must end.
On the day my Administration took office, we faced an additional $7.5 trillion in national debt by the
end of this decade as a result of the failure to pay for two large tax cuts, primarily for the wealthiest
Americans, and a new entitlement program. We also inherited the worst recession since the Great
Depression—which, even before we took any action, added an additional $3 trillion to the national
debt. Our response to this recession, the Recovery Act, which has been critical to restoring economic
growth, will add an additional $1 trillion to the debt—only 10 percent of these costs. In total, the
surpluses we enjoyed at the start of the last decade have disappeared; instead, we are $12 trillion
deeper in debt. In the long term, we cannot have sustainable and durable economic growth without
getting our fiscal house in order.
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That is why even as we increased our short-term deficit to rescue the economy, we have refused to
go along with business as usual, taking responsibility for every dollar we spend, eliminating what we
don’t need, and making the programs we do need more efficient. We are taking on health care—the
single biggest threat to our Nation’s fiscal future—and doing so in a fiscally responsible way that will
not add a dime to our deficits and will lower the rate of health-care cost growth in the long run.

We are implementing the Recovery Act with an unprecedented degree of oversight and openness so
that anyone anywhere can see where their tax dollars are going. We’ve banned lobbyists from serving
on agency advisory boards and commissions, which had become dominated by special interests. We
are using new technology to make Government more accessible to the American people. And last
year, we combed the budget, cutting millions of dollars of waste and eliminating excess wherever we
could—including outdated weapons systems that even the Pentagon said it did not want or need.

We continued that process in this Budget as well, streamlining what does work and ending programs
that do not—all while making it more possible for Americans to judge our progress for themselves.
The Budget includes more than 120 programs for termination, reduction, or other savings for a total
of approximately $23 billion in 2011, as well as an aggressive effort to reduce the tens of billions of
dollars in improper Government payments made each year.

To help put our country on a fiscally sustainable path, we will freeze non-security discretionary
funding for 3 years. This freeze will require a level of discipline with Americans’ tax dollars and a
number of hard choices and painful tradeoffs not seen in Washington for many years. But it is what
needs to be done to restore fiscal responsibility as we begin to rebuild our economy.

In addition to closing loopholes that allow wealthy investment managers to not pay income taxes
on their earnings and ending subsidies for big oil, gas, and coal companies, the Budget eliminates
the Bush tax cuts for those making more than $250,000 a year and devotes those resources instead
to reducing the deficit. Our Nation could not afford these tax cuts when they passed, and it cannot
afford them now.

And the Budget calls for those in the financial sector—who benefited so greatly from the
extraordinary measures taken to rescue them from a crisis that was largely of their own making—
to finally recognize their obligation to taxpayers. The legislation establishing the Troubled Asset
Relief Program (TARP) included a provision requiring the Administration to devise a way for these
banks and firms to pay back the American taxpayer. That is why in this Budget we have included a
fee on the largest and most indebted financial firms to ensure that taxpayers are fully compensated
for the extraordinary support they provided, while providing a deterrent to the risky practices that
contributed to this crisis.

Yet even after taking these steps, our fiscal situation remains unacceptable. A decade of irresponsible
choices has created a fiscal hole that will not be solved by a typical Washington budget process that
puts partisanship and parochial interests above our shared national interest. That is why, working
with the Congress, we will establish a bipartisan fiscal commission charged with identifying additional
policies to put our country on a fiscally sustainable path—balancing the Budget, excluding interest
payments on the debt, by 2015.
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This past year, we have seen the consequences of those in power failing to live up to their
responsibilities to shareholders and constituents. We have seen how Main Street is as linked to
Wall Street as our economy is to those of other nations. And we have seen the results of building
an economy on a shaky foundation, rather than on the bedrock fundamentals of innovation, small
business, good schools, smart investment, and long-term growth.

We have also witnessed the resilience of the American people—our unique ability to pick ourselves
up and forge ahead even when times are tough. All across our country, there are students ready to
learn, workers eager to work, scientists on the brink of discovery, entrepreneurs seeking the chance
to open a small business, and once-shuttered factories just waiting to whir back to life in burgeoning
industries.

This is a Nation ready to meet the challenges of this new age and to lead the world in this new
century. Americans are willing to work hard, and, in return, they expect to be able to find a good job,
afford a home, send their children to world-class schools, receive high-quality and affordable health
care, and enjoy retirement security in their later years. These are the building blocks of the middle
class that make America strong, and it is our duty to honor the drive, ingenuity, and fortitude of the
American people by laying the groundwork upon which they can pursue these dreams and realize the
promise of American life.

This Budget is our plan for how to start accomplishing this in the coming fiscal year. As we look
back on the progress of the past 12 months and look forward to the work ahead, I have every confidence

that we can—and will—rise to the challenge that our people and our history set for us.

These have been tough times, and there will be difficult months ahead. But the storms of the past
are receding; the skies are brightening; and the horizon is beckoning once more.

Barack OBAMA

TuE WHITE HOUSE,
FEBRUARY 1, 2010.






RESCUING THE ECONOMY

When the President took office on January 20,
2009, the economy was on the brink of a poten-
tially severe depression. Real GDP fell at a 5.4
percent annual rate in the fourth quarter of 2008

and at a 6.4 percent annual rate in the first quar-
ter of 2009 (see Figure 1, Real GDP).

Employment, which had been falling by less
than 150,000 jobs per month before September
2008, declined by an average of 622,000 jobs per
month from October through March. Altogether,
in the fourth quarter of 2008, the country lost
1.7 million jobs—the largest quarterly decline
since the end of World War II and a number
only to be exceeded by the next quarter, when
2.1 million jobs were lost (see Figure 2, Nonfarm
Payroll Employment). By January 2009, the
underemployment rate, which measures all
those out of work or underemployed for economic
reasons, rose to 14 percent. Consumer confidence
plummeted. Housing starts hit a record low,
and the number of homes in foreclosure grew
significantly. As financial markets collapsed,
Americans lost their jobs, and the economy
shrank, household net worth fell from the third
quarter of 2007 to the first quarter of 2009 by
$17.5 trillion or 26.5 percent, which is the
equivalent to more than one year’s GDP.

This decline was not simply the result of a nor-
mal downturn in the business cycle; indeed, the
more fundamental cause was a meltdown in our
credit and capital markets precipitated by a per-
fect storm of excessive risk-taking, inadequate
disclosure, non-existent or myopic oversight,
market gatekeepers compromised by conflicts of
interest, and irresponsible lending to hundreds
of thousands of Americans. Through sophis-

ticated financial engineering, these bad loans
made their way onto the books of some on Wall
Street, and were then sold to investors all over
the world. Once the real estate market cooled,
loans defaulted at alarming rates, and the credit
boom unraveled.

The resulting collapse laid low some of the
most prominent financial institutions in the
American economy, wiped out trillions of dollars
in wealth and retirement savings, and created
a level of uncertainty that brought our finan-
cial system to the brink of collapse. A lack of
confidence in the economy and in the financial
system effectively froze the credit markets,
preventing businesses from expanding, and
families from financing a new home or college
education; and caused massive job loss and
economic contraction.

The Administration, consequently, entered
office facing twin trillion-dollar deficits. The first
was the gap between what the economy could be
producing and what it was producing; this GDP
gap totaled $1 trillion for 2009, or approximately
7 percent of the economy. The second was the
budget deficit, estimated to be $1.3 trillion on the
day the President took office, or 9.2 percent of
GDP. And the budget deficit over the following
decade—driven by the previous Administration’s
decisions not to offset three large domestic
initiatives (the tax cuts of 2001 and 2003, as
well as the Medicare prescription drug benefit)
and the effects of the economic collapse and
the efforts needed to combat it—produced this
historically large 10-year deficit, totaling more
than $8 trillion.
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Figure 1. Real GDP
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Facing this economic crisis, the Administration
moved swiftly to take a series of extraordinary,
but necessary, steps to pull the economy back
from the brink. Because of these efforts, the im-
mediate crisis has passed, the economy is on the
path toward recovery, and we are laying a new
foundation for long-term economic
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workers and their families who rely
on COBRA. In addition, aid to State and local
governments helped them to close budget short-
falls, saving the jobs of hundreds of thousands of
teachers, firefighters, and police officers. The final
third is for investments to create jobs, spur eco-
nomic activity, and lay the foundation for future
sustained growth.

growth.

Figure 2. Nonfarm Payroll Employment
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The Administration committed itself to imple-
menting the Recovery Act with unprecedented
accountability and transparency. In addition to
an independent Recovery Board to monitor the
program, the Act required recipients of Recovery
funds to report quarterly on the amount of mon-
ies spent, the status of each project, the number
of jobs created and/or saved, and other relevant
details. This information is available for public
scrutiny on the Recovery.gov website.

The effects of the Recovery Act on families,
businesses, and the economy as a whole have
been significant. In the 10 months since the
Recovery Act was signed into law, the Adminis-
tration cut taxes for 95 percent of working fam-
ilies through the Making Work Pay Tax Credit,
which amounted to $37 billion in tax relief for
110 million working families over that time
period. To help prevent cuts to Medicaid pro-
grams across the country, more than $40 billion
was disbursed. Also, nearly $60 billion in fund-
ing for education was provided which helped
to create or save more than 300,000 education
jobs nationwide.

To create jobs now and build the infrastructure
needed to support the jobs of the 21st Century, the
Recovery Act already has funded more than 12,000
transportation construction projects nationwide,
ranging from highway construction to airport
improvement projects; begun or accelerated
work at more than 50 Superfund sites from the
Environmental Protection Agency’s National
Priority List; and started more than 2,000
construction and improvement projects at over 350
military facilities nationwide. To build America’s
competitiveness in the emerging industries of
tomorrow, the Administration has made multi-
billion dollar investments in innovation, science,
and technology including: $2.4 billion in grants
to companies and educational institutions in
over 20 States to fund 48 new advanced battery
manufacturing, transportation electrification,
and electric drive vehicle projects that will help
power the next generation of advanced vehicles;
$3.4 billion in grants to private companies,
utilities, manufacturers, and cities to fund smart
energy grid projects that will support tens of

thousands of jobs and benefit consumers in 49
States; and more than $5 billion in grants to fund
12,000 cutting-edge medical research projects at
research and educational institutions in every
State across the country.

It is worth noting that in several cases, the
Government Accountability Office has found
that Recovery Act projects are coming in under
budget, allowing funds to support more projects,
assist more communities, and help create more
jobs. For instance, the Federal Aviation Admin-
istration (FAA) initially committed $1.1 billion
to 300 airport improvement projects; since those
projects have come in $200 million below esti-
mate, the FAA can now fund an additional 60
airport projects. Similarly, Department of De-
fense construction contracts are coming in about
12 percent under-budget, representing hundreds
of millions of dollars in savings that will fund
additional projects and further spur economic
growth.

All told, as of the end of November 2009, about
50 percent of Recovery Act funds—or $395 bil-
lion—has been either obligated or is providing
assistance directly to Americans in the form of
tax relief. By design, the bulk of the remain-
ing 50 percent of Recovery Act funds will be de-
ployed in the coming months of 2010 and during
the beginning of 2011 to support additional job
creation when our economy continues to need a
boost. Many of the programs slated to receive ad-
ditional funding in the near future are those with
significant promise of job creation. These include
more than $7 billion in broadband expansion, ap-
proximately $8 billion in funds to lay the founda-
tion for a high-speed rail network, and continued
funding for other transportation projects. All
told, the Recovery Act is on track to meet the goal
of disbursing 70 percent of its funds in the first 18
months of its life.

Taken together, the fiscal relief, tax cuts and
other direct assistance, and funding of critical
infrastructure projects have had a substantial
effect on the economy. Following implementation
of the Recovery Act, the trajectory of the economy
changed dramatically. Government and private-
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sector estimates suggest that the Recovery Act
added two to three percentage points to real
GDP growth in the second quarter of 2009, and
three to four percentage points to growth in the
third quarter of that year. Considering that
real GDP growth for the third quarter of 2009
was 2.2 percent, many independent experts and
forecasters agree that all the economic growth in
that quarter was attributable—either directly or
indirectly—to the Recovery Act.

In addition, there is evidence that the Recov-
ery Act helped prevent the unemployment rate
from climbing even higher over the past year.
The Council of Economic Advisers (CEA), Con-
gressional Budget Office (CBO), and private
forecasters estimate that the Recovery Act in-
creased employment relative to what would have
occurred without the Act by between 900,000
and 1.5 million jobs over the second and third
quarters of 2009.

Health Insurance Reform

As part of the Recovery Act, the Administra-
tion made a down payment on one of the most
important unmet challenges facing the Nation
and burdening the economy: the rising costs of
health care.

Health care is consuming an ever-increasing
amount of our Nation’s resources: in 1970, health
care expenditures were 7 percent of GDP; as of
2008, they exceeded 16 percent; and at this rate
are projected to hit 20 percent by 2017. For indi-
viduals with health insurance, there is a strain
on their family budgets. In fact, the past decade
saw dramatic increases in premiums that far out-
stripped gains in wages. Not only is this burden
felt directly when these bills are due, but it also is
felt indirectly as take-home pay is constrained by
these increasing health insurance costs. More-
over, many with insurance run the risk that when
they need care, their coverage could be dropped;
that if they leave their job, they will not be able
to find affordable coverage or any coverage at all
because of a pre-existing condition; or that they
will be forced into bankruptcy due to huge un-

paid medical bills. Finally, those without any
health insurance present both a moral burden
and real financial cost on us all as every time an
uninsured person walks into an emergency room
because there is nowhere else to turn, a hidden
tax is imposed on other citizens as premiums go
up. For State governments, these rising costs
crowd out expenditures on other vital services
such as higher education and law enforcement.

While the United States spends more per capita
on health care than any other developed nation,
it is not always clear that we are receiving bet-
ter care. On many metrics, other developed na-
tions surpass us on health outcomes. In addition,
several academic studies suggest that we spend
as much as $700 billion a year on health care
that does little or nothing to improve patients’
health. Wide variation in health care practices
among regions, States, cities, and even among
health care providers within these localities gen-
erates significant differences in health outcomes
and costs—with the high-cost medical centers not
necessarily generating better outcomes than the
lower-cost ones.

Recognizing that the current situation is not
sustainable for families, businesses, and the
Nation as a whole and that our long-term fiscal
and economic health depend on bringing down
the costs of health care, the President launched a
health insurance reform effort last year.

First, in the Recovery Act itself, the Adminis-
tration included funding critical to transform-
ing the health care system into one that delivers
better care, not just more care. Specifically, it
included a program to spur an effort to computer-
ize Americans’ health records in five years, and
do so in a way that rigorously protects patient
privacy and helps to reduce health care costs in
the long run. Because in so many areas of medi-
cal care, providers lack basic data on which inter-
ventions work and which do not, the Act provided
$1.1 billion for patient-centered health research.
And since chronic diseases that are manageable
and preventable contribute disproportionately to
poor health and rising costs, the Administration



THE BUDGET FOR FISCAL YEAR 2011

11

made an unprecedented $1 billion investment in
prevention and wellness interventions.

Second, working with the Congress, the Ad-
ministration has brought the Nation closer to
health insurance reform than ever before. The
bills passed by both chambers of Congress will
give Americans with health insurance the sta-
bility and security they need by protecting con-
sumers from being denied coverage based on
pre-existing conditions or seeing it dropped or di-
luted once one falls ill. The legislation creates a
health insurance exchange to increase consumer
choice and provide affordable coverage for indi-
viduals and small businesses, and expands cover-
age to more than 30 million Americans. It will
reduce the growth of health care costs for Ameri-
can families, seniors, and businesses. The bills
also include important reforms that will end in-
surer abuses, hold insurance companies account-
able, and enhance consumer rights. They include
overdue reforms of the health care delivery sys-
tem that will strengthen Medicare and improve
quality of care for all Americans. And they put
in place mechanisms to keep the system dynamic
and responsive to changing market conditions.

Finally, the legislation meets the President’s
standard of changing the way Washington is do-
ing business by paying for major new initiatives
so they do not add to our Nation’s debt. Indeed,
the legislation meets the President’s demand
that health care reform not add to budget defi-
cits in the first 10 years (and, in fact, it reduces
them), and of reducing deficits thereafter. Deficit
neutrality is accomplished by relying on tangible,
accountable savings—as scored by the indepen-
dent CBO—to pay for health insurance reform,
such as savings from Medicare and revenue mea-
sures. The legislation also includes potentially
more important cost-savings from transforming
the health care delivery system, which will un-
doubtedly help to improve our long-term fiscal
standing—even if it is challenging to quantify by
precisely how much.

Fiscally-responsible health insurance reform
is a critical part of the recovery of the Nation’s
economy. Our fiscal future is so dominated by

health care that if we can slow the rate of cost
growth by just 15 basis points per year (0.15 per-
centage points per year), the savings on Medi-
care and Medicaid alone would equal the impact
from eliminating Social Security’s entire 75-year
shortfall. Undertaking health insurance reform
at this moment is an important step toward put-
ting the country on a more solid foundation for
economic growth.

Reviving the Financial System and
Critical Sectors of the Economy

Along with reviving macroeconomic demand,
the Administration was forced to take extraordi-
nary, and sometimes understandably unpopular,
steps to help revive the credit and capital mar-
kets and restore trust in the financial system. At
the beginning of 2009, the financial system was
extremely fragile. The viability of major financial
institutions remained in doubt and vital aspects
of the financial system were deeply impaired—
preventing the flow of credit that small firms
need to grow and families need to buy a home or
car, attend college, or start a business. With the
risk that inaction could lead to an even deeper
downturn, the Administration implemented a
plan to restore financial stability that, in conjunc-
tion with fiscal stimulus, has helped to stabilize
financial markets and the economy and pull the
financial system back from the brink of systemic
collapse.

Financial Stabilization

Upon taking office, the Administration under-
took a comprehensive, forceful, and sustained
commitment to stabilize the financial system, as-
sist in the cleanup of legacy assets, jumpstart the
provision of new credit for households and busi-
nesses, and support distressed housing markets.
The Administration’s Financial Stability Plan
helped to shore up confidence in our financial in-
stitutions and markets, while mobilizing private
capital—especially in the wake of the “stress test”
conducted of major financial institutions. The
Administration also redirected the focus of the
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Figure 3. TARP Investments in Banks
(In billions of dollars)

Commitments
Jan 20-
Pre-Jan 20th  Present' Total? Repayments
Existing Programs:

Large Banks® ... s 230 2 232 114
SMAll BANKS* ..o 9 5 14 2
TOMAL e 239 7 246 116

Common Equity and Other Regulatory Capital Raised by the Largest
Banks Since “Stress Test” Results Were ANNOUNCEA iN MY ........ovuvveevriveieriieiiieeieeesee et 114

! Estimates as of December 9, 2009.
2 Estimates may not sum to total due to rounding.

® CPP, AGP, TIP. Large banks are defined as banks with total assets of over $10 billion.

“CPP.

Troubled Asset Relief Program (TARP) from large
financial institutions to households, small banks,
and small businesses (see Figure 3, TARP Invest-
ments in Banks). Indeed, since the President took
office, only $7 billion in TARP funds have been
provided to banks—much of it to smaller institu-
tions—while major banks subject to the “stress
test” have raised more than $140 billion in high-
quality capital from the private sector.

As financial markets have stabilized and pri-
vate capital has replaced Government capital,
many of the initial programs created under TARP
have become unnecessary, and institutions have
begun to repay Federal money deployed through
TARP programs. As of December 31, 2009, Trea-
sury received $165 billion in TARP repayments,
and taxpayers also have received about $17 billion
in interest, dividends, and capital gains through
the sale of warrants.

At the height of the crisis, the Treasury guaran-
teed that Americans would get back at least what
they had invested in money market funds that
participated in its temporary guarantee program.
The program achieved its purpose, and it was
terminated in September 2009. Not only did it
not cost the taxpayers a dime; it earned them $1.2
billion in fees.

As we move from rescue to recovery and as
financial stabilization funds are being repaid,

Source: Department of the Treasury.

the Administration has developed a four-step
exit strategy for modifying TARP to assist in re-
building of the economy. First, we will continue
winding down or terminating many of the Gov-
ernment programs put in place to address the
crisis—a process that already is well underway.
Second, we will limit future commitments to pre-
serving home ownership, stimulating credit for
small businesses, and supporting securitization
markets which facilitate consumer and small
business loans that promote job creation and eco-
nomic growth. Third, beyond these limited new
commitments, we will not use remaining stabi-
lization funds unless necessary to respond to an
immediate and substantial threat to the economy
stemming from financial instability. Fourth, we
will continue to carefully manage the equity in-
vestments acquired during this extraordinary pe-
riod in a cost-effective manner, while protecting
taxpayers and unwinding those investments as
soon as practicable.

Housing

The steps taken to stabilize housing markets
and help distressed homeowners represent an-
other important element of the Administration’s
policy response. For the thousands of responsible
homeowners who are facing foreclosure or are
at risk of losing their homes, the Administration
undertook a number of efforts to help them. On
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February 18, 2009, the Adminis-
tration announced the Homeowner
Affordability and Stability Plan, a

Figure 4. Conventional 30-Year

Mortgage Rate

Percent
broad set of programs designed to 14
stabilize the U.S. housing market 134
and keep millions of homeowners
in their homes. 124

11

First, the Administration took 104

action to stabilize the housing mar-
ket, in part by making mortgages 97
more affordable. Continued sup- 8
port for Fannie Mae and Freddie 7
Mac and the Treasury’s Mortgage
Backed Securities (MBS) purchase ®7
program, along with $1.1 trillion 5+
in MBS purchases by the Federal 4
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Reserve, have helped to keep inter-
est rates at historic lows (see Figure
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Source: Federal Reserve.

4, Conventional 30-year Mortgage

Rate). More than 3 million Ameri-

cans have taken advantage of these lower rates
in 2009 to save money through refinancing. In
addition, the Federal Housing Administration
has increased its market presence significantly to
enable many Americans to purchase homes.

Second, the Administration is working to provide
increased access to financing for State

which is designed to rebuild value in areas hard-
est hit by foreclosures; this amount is on top of
the $4 billion provided for the program in the
Housing and Economic Recovery Act of 2008.

Third, the Administration initiated the Home
Affordable Modification Program (HAMP), which
provides eligible homeowners the opportunity to

and local housing finance agencies,
which provide sustainable homeown-
ership and rental resources, for work-

Figure 5. HAMP Active Trial and

Cumulative, by month

Permanent Modifications, 2009

ing Americans in all 50 States. In

800,000
addition, the $8,000 first-time home-
buyer tax credit has helped hundreds | 700.000
of thousands of Americans purchase 600,000
homes. The Recovery Act also support-
ed the Low Income Housing Tax Credit | 500,000
market by creating an innovative Trea-
sury Tax Credit Exchange Program 400,007
and providing gap financing through | 300,000
the Department of Housing and Urban
Development’s Tax Credit Assistance | 2000007
Program. In combination, these pro- 100,000

grams are estimated to provide over $5

728,408

650,994

487,081

386,865

253,673

143,276

50,130

billion in support for affordable rental
housing. In addition, the Recovery Act
provided $2 billion in support for the
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Source: http://www.financialstability.gov/docs/MHA%20Public%20121009%20Final.pdf

Neighborhood Stabilization Program,
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significantly reduce their monthly mortgage pay-
ment, remain in their homes, and prevent avoid-
able foreclosures (see Figure 5, HAMP Active
Trial and Permanent Modification). Through
November 2009, more than 725,000 borrowers
are in active modifications, saving an average of
more than $550 a month on their monthly mort-
gage payments. Servicers report that more than
1 million borrowers have received offers to begin
trial modifications. HAMP is designed to offer a
second chance to as many as 4 million borrow-
ers by the end of 2012, averaging more than
20,000 trial modifications started per week. To
facilitate this and other efforts, the Administra-
tion is working to improve the application pro-
cess, develop operational measurements to hold
servicers accountable for their performance, and
enhance borrower resources to provide direct ac-
cess to tools and housing counselors. Finally, the
Administration is working with homeowners to
help them through the process of converting tem-
porary modifications into permanent ones.

More work needs to be done, and there are still
market risks. But there are clear signs that our
efforts are having an impact. We will continue to
monitor this key component of the economy and
work to keep responsible homeowners in their
homes.

Automobile Industry

The freezing up of the credits markets in the
fall of 2008 made it hard for many households to
finance the purchase of motor vehicles. This diffi-
culty, exacerbated by the rapid deterioration in the
broader economy, led to reduced demand for mo-
tor vehicles, causing considerable financial stress
to automobile companies, particularly General
Motors (GM) and Chrysler. Without Government
intervention, GM and Chrysler would have liqui-
dated, causing widespread and devastating effects
throughout the auto industry. Importantly, the re-
percussions of such liquidations could have includ-
ed immediate and long-term damage to the U.S.
manufacturing/industrial base, a significant in-
crease in unemployment with direct harm to those
both directly and indirectly related to the auto sec-

tor, and further damage to our financial system,
since automobile financing constitutes a material
portion of overall financial activity. Facing what
risked becoming the last straw for an economy al-
ready severely weakened, the President made the
difficult decision to offer assistance to the auto in-
dustry in an effort to prevent a further economic
meltdown that could have hurt millions of families.

However, the President’s offer of financial as-
sistance was coupled with a requirement that GM
and Chrysler develop serious restructuring plans
that would address prior business failings and
put the companies on a path to financial viability
without Government assistance. After rejecting
GM and Chrysler’s initial plans and requiring all
stakeholders to make additional sacrifices, the
Administration accepted new restructuring plans
from these two manufacturers.

In exchange for the assistance provided, the
Government obtained from GM $8.8 billion in debt
obligations and preferred stock along with a 60.8
percent share of the common equity in the new
GM. From Chrysler, the Government obtained
a $7.1 billion debt security note and 9.9 percent
of Chrysler’s common stock. In November 2009,
GM announced that it would begin repaying the
U.S. Treasury faster than anticipated, and made
its first $1 billion repayment in December 2009.

To further assist the auto industry as well
as the economy as a whole, the Administration
also launched the Car Allowance Rebate System
(CARS)—or “Cash for Clunkers”—program to ac-
celerate demand for new automobiles. The pro-
gram, signed into law by President Obama on June
24, provided bonuses of $3,500 to $4,500 to buyers
who traded in automobiles with mileage ratings
of 18 miles per gallon or below, if they purchased
a new car or truck with improved mileage ratings.
The Cash for Clunkers program boosted auto sales
by nearly 500,000 units between July and August
2009, adding about $3.5 billion to the GDP. The CEA
estimates that because of the program, employ-
ment in the second half of 2009 was about 70,000
job-years higher than it would otherwise have been.
As an additional benefit, the program accelerated
the replacement of high-polluting “clunker” motor
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vehicles with cleaner, higher-efficiency vehicles (see
Figure 6, U.S. Light Motor Vehicle Sales).

mitment to preserve the stability of the financial
system. Some Government programs will stay in
place to serve as a bulwark against unforeseen

events and to provide confidence

Millions of units, seasonally adjusted annual rate

Figure 6. U.S. Light Motor Vehicle Sales

in our financial markets. Overall,
however, the Administration be-
lieves that we are past the point of
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having to provide emergency relief,
and looks forward to recouping the
costs of these extraordinary efforts.

Rising to the Challenges
Ahead

As aresult of our steps to support
the financial system, confidence
has improved, credit is easing, and
the economy is growing. Moreover,
the Government is exiting from its
emergency financial policies, and
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Source: Department of Commerce (Bureau of Economic Analysis) and CEA Report on Economic Impact of CARS.

taxpayers are being repaid. Indeed,
the ultimate cost of those policies is

While there is more to be done to assure finan-
cial stability, these steps have allowed us to move
from the rescue phase to the next phase of reha-
bilitation and rebuilding. Even as we roll back
emergency measures that are no longer needed,
the Administration remains steadfast in its com-

likely to be significantly lower than

previously expected. The Adminis-
tration now estimates that TARP will cost about
$117 billion—$224 billion less than was project-
ed in the 2010 Mid-Session Review (see Figure 7,
Costs of Troubled Asset Relief Program Actions).
For example, we now expect that there will be a
positive return on $248 billion of investments in

Figure 7. Costs of Troubled Asset Relief Program Actions (Excluding Debt Service) ?
(In billions of dollars)

Change from 2010 MSR
2010 MSR 2011 Budget {0 2011 Budget
TARP Actions - - -
TARP Subsidy TARP Subsidy TARP Subsidy

Obligations ~ Cost ~ Obligations ~ Cost ~ Obligations ~ Cost
EQUItY PUICRESES .......ceuveeieiiicicse s 383.7 158.1 344.1 55.9 -39.6 -102.2
Structured & direct loans and asset-backed security purchases ... 330.5 133.6 148.6 25.0 -181.9 -108.6
Guarantees of troubled asset purchases 2 ..........coocovreneeereeeneeenn. 125 -0.8 5.0 -3.0 -75 2.2
Home Affordable Modification Program (HAMP) ........cccvvvmrrerrmrneennennns 50.0 50.0 48.8 48.8 -1.2 -1.2
TORAL oo 776.7 340.9 546.4 1267  -2303  -2142

Memorandum:

340.9 116.8 -224.1

Deficit impact before administrative costs and interest effects ® ...................

1 Total reflects estimated lifetime TARP obligations and costs through 2020.

2The 2010 MSR reflected total face value of guarantees of $419 billion. The 2011 Budget reflects the actual face value of $301 billion.

3 The 2011 Budget total dficit impact includes interest on downward reestimates of $9.9 billion.
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As borrowing costs have come
down, businesses have raised
substantial capital from private
sources. Corporations have raised
more than $900 billion in invest-
ment-grade debt and in excess of

$100 billion in high-yield debt this
past year. While much of the new
issuance early this year was sup-
ported by Government guarantees,
in recent months private investors
have funded most new corporate
debt without public support: only
14 percent was guaranteed in Oc-
tober, whereas nearly 50 percent of
new issuance was guaranteed by
the Government in January 2009.
The U.S. banking system is much

Figure 8. Interbank Lending:
Basis points LIBOR-OIS Spread
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better capitalized today than it was

banks, about two-thirds of which have already
been repaid over the past year.

Confidence in the stability of our financial
markets and institutions has improved dramati-
cally over the past year. Interbank lending rates,
which reflect stress in the banking system, have
returned to levels associated with more stable

times. For example, the spread of
one-month LIBOR to the overnight
index swap—a measure of liquidity
in the banking system—has fall-
en from a peak of about 340 basis
points in October 2008 to roughly
10 basis points today (see Figure
8, Interbank Lending: LIBOR-
OIS Spread). Credit-default swap
spreads for financial institutions,
which measure investor confidence
in their health, have also fallen sig-
nificantly. An aggregate measure of
credit-default swaps for the largest
U.S. banks reached over 450 basis
points in October 2008; it is roughly
100 basis points today (see Figure 9,
Credit-Default Swap Spreads for Fi-
nancial Institutions).

at the height of the crisis. Since
the announcement of the stress
test results, the largest banking institutions have
raised over $140 billion in high-quality capital
and over $60 billion in non-guaranteed unsecured
debt in the private markets. Banks have used
private capital to repay TARP preferred equity,
allowing TARP to fulfill its function as a bridge to
private capital.

Figure 9. Credit-Default Swap Spreads for
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The market for municipal bonds is also recov-
ering from the financial crisis. The Recovery Act
included an innovative new tool for municipal
financing, Build America Bonds, which are tax-
able bonds for which Treasury pays a 35 percent
direct subsidy to the issuer to offset borrowing
costs. Build America Bonds are now providing
State and local governments with access to low-
cost financing that is providing them with a much
needed economic boost.

Housing markets likewise are showing some
signs of stabilizing, and wealth is recovering; these
real improvements in individual-level finances
should stimulate consumer spending, which is a
vital component to American economic growth.
For example, household net worth increased by
$2 trillion in the second quarter of 2009, the first
increase since the second quarter of 2007.

As credit conditions have improved and with
the macroeconomic boost of the Recovery Act, the
economy has started to grow again. The economy
expanded at an annual rate of 2.2 percent in the
third quarter of 2009, and the Blue Chip consen-
sus is for 4 percent growth in the fourth quarter.
Private economists generally expect moderate
growth over the next year, and in line with their

- ] - estimates the Budget assumes
Flgure 10. Residential Mortgage that the economy will grow by an
; annual rate of 3.0 percent in 2010,
zgrce”t Delinquency Rates Perce”; and accelerate to approximately
4.25 percent annually over 2011 to
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traction has moderated and some

categories of lending are growing
again. For example, commercial and industrial
loans contracted at an annual rate of 27 percent
in the third quarter, but 16 percent since then.
Such loans are particularly important for small
businesses, which generally cannot raise money
by issuing debt in securities markets. Without
access to capital, business expansion and job
creation will be limited.

Perhaps the biggest challenge facing the econ-
omy, as we move from rescue to recovery, is the
weak labor market. Far too many workers who
would rather be earning a paycheck are on un-
employment, left worrying about how to pay their
mortgage or the rent, keep their health insur-
ance, and continue to provide for their families.
In November 2009, the unemployment rate fell to
10 percent and payrolls increased—for the first
time since 2007—Dby 4,000 jobs. In December the
unemployment rate remained constant at 10 per-
cent, with a loss of 85,000 jobs. The fact that a
single month of job gains, followed by a steady
unemployment rate, is seen as progress points to
the severe job loss the economy had experienced
over the course of the recession (see Figure 11,
Initial Claims for Unemployment Insurance).
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Thousands (s.a.)

Figure 11. Initial Claims for Unemployment Insurance
4-week moving average, week end 01/02/2010
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The typical progression in a recovery is, first,
that worker productivity increases as firms try
to do more with their existing staff. Then, the
number of hours worked increases for already
employed workers as the economy picks up. Fi-
nally, as growth is sustained, companies begin
hiring again. There are signs that this process is
beginning to happen with this recovery as well.
In the third quarter of 2009, non-farm business
sector labor productivity increased by 8.1 percent
on an annualized basis, the largest gain in pro-
ductivity since the third quarter of 2003. There
are signs that hours worked began to rebound in
the fourth quarter of 2009. And hiring of tem-
porary workers—a reliable leading indicator of
full-time hiring—increased substantially in the
fourth quarter as well.

Unfortunately, the progression to consistent
and substantial job growth is not coming soon
enough. Sparking job creation in the private sec-
tor is an urgent priority, one reflected through-
out the Budget and in the policies put forth by
the Administration. Americans are willing to
work hard, and in return, they expect to be able
to find a good job, afford a home, send their kids
to a good school, receive high-quality and afford-
able health care, and enjoy retirement security in
their later years. These are the building blocks
of the middle class that makes America strong,
and together they constitute the new foundation
we seek for our economy. Our challenge is to put
politics aside and take the steps now that will de-
liver on this promise for all Americans now and in
generations to come.



REVIVING JOB CREATION AND LAYING A NEW
FOUNDATION FOR ECONOMIC GROWTH

The economy has been rescued from disaster,
and is on the road to recovery. We are no longer
facing the potential collapse of our financial sys-
tem, and the country has avoided the depression
many feared just a year ago. Our economy is
growing; our markets are returning to function-
ality; and some of the losses of the past year have
been restored. These indicators may be hearten-
ing to economists, but they are cold comfort to
the millions who are out of work, communities
that have seen industries downsized and fac-
tories shuttered, and the cities and towns who
are finding it hard to provide services to their
residents.

There are 7 million fewer jobs today than
when the recession began in December 2007.
The immediate effects of being unemployed are
felt deeply by the unemployed and their families:
bills that are not paid, college tuition payments
that are not sent, and homes that are no longer
affordable. Moreover, there is growing evidence
that unemployment has a lasting effect on
these workers’ children too. A range of studies
have found that having a parent experience
unemployment is closely tied with whether you
graduate from high school, whether you go to
college, whether you get a job after college, and
how much you get paid in that job. And the
effect is persistent—with higher high school
dropout rates and lower college enrollment
rates evident even years later. For those in
college and graduating into a recession, studies
suggest that it leads to depressed wages in the
first year of employment and for years to come.
There is also evidence that unemployment has a
lasting negative effect on community and civic
engagement, not only among the jobless but
among their neighbors as well.

We cannot sit idly by and allow a generation
of Americans to be knocked off course just as
they are ready to come into their own. We can-
not be content with a recovery that is felt on Wall
Street, but not on Main Street. And we cannot be
satisfied with business as usual, returning to an
economy of boom and bust, easy credit, and reck-
less actions that only works for the wealthiest
and the well-connected. We must lay a new foun-
dation in which innovation and job creation are
nurtured, the middle class is strengthened, and
economic opportunity is available to all. Doing
that entails using this moment of economic re-
covery to rebuild our Nation and transform our
economy so that we can compete and thrive in
the decades ahead.

Investing in Job Creation

In the short-term, it is critical that we take
steps to jumpstart job creation so that the na-
scent economic recovery is one that lifts Ameri-
can workers and families. Looking to the future,
we know that in the high-tech, interdependent
economy of the 21st Century, two of the most pre-
cious resources for any nation are the know-how
and creativity of its people. Basic research across
the sciences leads to discoveries and technolo-
gies that create whole industries, thousands of
businesses, and millions of jobs. From bio-tech-
nology to information technology, we have seen
that happen in our own time. Yet this is not the
moment to rest on our past accomplishments; we
must support invention and innovation today so
that our scientists, engineers, and entrepreneurs
can grow these businesses of tomorrow.

19
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At the same time, we need to recognize that our
economy is strongest when we tap the potential
of all its participants. Small businesses, which
over the past 15 years have created roughly 65
percent of all new private sector jobs in America,
are critical to the future of our economy. We need
to create the conditions whereby if you have a
good idea and the drive to act on it, you can open
your own store or start your own company. Eco-
nomic growth and job creation also must not be
limited to our cities and suburbs; rural America
too must be able to provide jobs and economic op-
portunities to its residents. Hard-working young
people in small towns across America should be
able to find good jobs and promising opportuni-
ties at home. Moreover, we need to recognize that
competitive, high-performing regional economies
are essential to a strong national economy. That’s
why the President announced a broad-based ini-
tiative to review how Federal policies impact local
communities and to better target and coordinate
resources across agencies to promote job creation,
environmental sustainability, and broad-based
economic growth. Finally, all Americans should
be able to balance the needs of their careers and
their families and retire with security. To foster
job growth across the economy, the Budget will:

Spur Job Creation. While we are no longer
hemorrhaging jobs at the rate we were last year,
unemployment is still unacceptably high. Look-
ing to the future, the investments made in the
Budget in education, clean energy, infrastructure,
and in several other areas will lay a new founda-
tion for economic growth and job creation. But in
the short term, it is clear that the some targeted
measures are required to spur private sector job
creation. The Administration will work with the
Congress to implement a jobs creation package
along the lines the President announced in De-
cember of 2009. It will include immediate steps to
help small businesses grow and hire, to upgrade
and build infrastructure, and create jobs through
energy efficiency and clean energy investments.
In addition, to help those most affected by the
recession, the Budget will extend emergency as-
sistance to seniors and families with children,
Unemployment Insurance benefits, COBRA

tax credits, and relief to States and localities to
prevent layoffs.

Provide Small Businesses Access to Cred-
it. One of the biggest challenges facing the coun-
try as we recover from the economic crisis is giving
small businesses access to credit. That is why the
Budget provides funds to support $17.5 billion
in SBA 7(a) loan guarantees that will help small
businesses operate and expand. The Budget also
supports $7.5 billion in guaranteed lending for
commercial real estate development and heavy
machinery purchases; $3 billion in Small Busi-
ness Investment Company debentures to support
new businesses and new jobs through early-stage
and mezzanine small business financing; and $25
million in direct microloans, for intermediaries to
provide small loans to emerging entrepreneurs
and other promising, but “un-bankable,” borrow-
ers. In addition, the Budget proposes to signifi-
cantly increase the maximum loan sizes on SBA
loans, including an increase from $2 million to $5
million for 7(a) business loans, to further improve
small business access to credit.

Refocus Troubled Asset Relief Program
(TARP) Funds to Assist Small Businesses.
As we move from rescue to recovery and financial
stabilization funds are being repaid, the Trea-
sury is redirecting TARP to focus on preserving
homeownership and supporting small business
lending. The Treasury is working with the Small
Business Administration to refocus funds on a
special initiative that—with the support of new
legislation—is designed to encourage widespread
participation by small banks in increasing lend-
ing to small businesses in their communities.
The Administration has also announced a TARP
program to increase small business lending in
hard-hit areas by providing lower cost capital to
Community Development Financial Institutions.

Eliminate Capital Gains Tax on Invest-
ments in Small Businesses. Opening up one’s
own business is a critical part of the American
dream; it is a hallmark of our economy’s vital-
ity and an important creator of jobs. To create
an incentive for long-term investments in the
small business sector, the Budget eliminates
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capital gains taxes on long-term investments in
many small businesses. The American Recovery
and Reinvestment Act (Recovery Act) temporar-
ily increased the exclusion to 75 percent. The
Budget proposes to raise this exclusion to 100
percent, meaning that no income tax whatsoever
would be paid on these investments in our Na-
tion’s small businesses.

Extend the Making Work Pay Tax Cut. The
Recovery Act created the Making Work Pay tax
credit, a refundable income tax credit, which off-
sets the Social Security payroll tax on up to the
first $6,450 of earnings for about 95 percent of
all American workers. This helps small business
owners struggling to meet expenses, and will put
needed money in the pockets of families strug-
gling to make ends meet and cover their costs. As
part of its plan to restore health to the economy,
the Budget proposes to extend the Making Work
Pay tax cut for one year.

Promote American Exports to Fuel Eco-
nomic Growth. A key component of stable,
long-term economic growth is opening up foreign
markets to American goods and services. The
Budget provides $534 million, a 20-percent in-
crease, to the Commerce Department’s Interna-
tional Trade Administration, to promote exports
from small businesses, help enforce free trade
agreements with other nations, eliminate bar-
riers to sales of U.S. products, and improve the
competitiveness of U.S. firms. The Budget also
provides funding to the Export-Import Bank to
expand U.S. small business use of the Bank’s fi-
nancial export assistance. In addition, the Budget
supports expanded action by the Department of
Agriculture to overcome sanitary and phyto-san-
itary public health and related technical barriers
to trade and to assist overseas market develop-
ment activities, and provides funds to better pro-
tect U.S. intellectual property rights overseas.

Invest in Science Research and Develop-
ment. Investment in science and basic research
is critical to long-term economic growth. That’s
why the Budget invests $61.6 billion in civilian
research and development, an increase of $3.7
billion, a 6.4 percent increase, and an amount

that continues the commitment to double fund-
ing for three key basic research agencies—the
National Science Foundation, the Department
of Energy’s Office of Science, and the Nation-
al Institute of Standards and Technology. This
funding includes $1.8 billion for research in basic
energy sciences to discover novel ways to produce,
store, and use energy to address energy indepen-
dence and climate change and $300 million for
the Advanced Research Projects Agency-Energy,
to accelerate game-changing energy technolo-
gies in need of rapid and flexible experimentation
or engineering. The Budget includes increased
funding for research to help create the foundation
for the industries and jobs of the future, such as
nano-manufacturing, advanced robotics, and new
tools for the design of biological systems.

Increase Funding for Biomedical Re-
search. To accelerate progress in biomedical re-
search, the Budget continues to support research
both on the campuses of the National Institutes
of Health (NIH) and for approximately 300,000
scientists and other research personnel at insti-
tutions across the country. Investments will focus
on priority areas including genomics, translation-
al research, science to support health care reform,
global health, and reinvigorating the biomedical
research community. The Budget also includes
$6,036 million to continue to expand research re-
lated to cancer, and $143 million to expand re-
search related to Autism Spectrum Disorders.
Finally, under the President’s Executive Order
and subsequent NTH Guidelines for Human Stem
Cell Research, NIH approved 40 responsibly-de-
rived stem cell lines—nearly double the previous
number of lines available—for path-breaking re-
search. Additionally, NIH will pursue the discov-
ery, development, and pre-clinical testing of novel
compounds for the prevention and treatment of
symptoms associated with Alzheimer’s disease.

Reinvigorate Space Science and Explora-
tion. Leaving the boundaries of our planet has
helped to spur innovation and push the bound-
aries of scientific knowledge across many fields.
Recognizing the importance of space science
and exploration, the Administration is propos-
ing to cancel the National Aeronautics and Space
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Administration’s (NASA’s) Constellation pro-
gram—which is based largely on existing tech-
nologies and was over budget, behind schedule,
and lacking in innovation—and replace it with
a bold, new approach to human space flight that
embraces commercial industry, forges interna-
tional partnerships, and invests in the building
blocks of a more capable approach to space explo-
ration. This includes: research and development
to support future cost-effective, heavy-lift rocket
systems; a vigorous new technology development
and test program that aims to increase the capa-
bilities and reduce the cost of future exploration
activities; and the development of precursor ro-
botic exploration missions to scout locations and
demonstrate technologies to increase the safety
and capability of future human missions and pro-
vide scientific dividends. To support this effort,
the Budget adds $6 billion to NASA’s budget over
the next five years.

Enhance Regional Economic Competi-
tiveness. Competitive, high-performing region-
al economies are essential to national growth.
The Budget supports growth strategies based on
stronger regional clusters of economic activity
through funding across many agencies. The Bud-
get provides $75 million in regional planning and
matching grants within the Commerce Depart-
ment’s Economic Development Administration
to support the creation of regional innovation
clusters. The SBA will support enhanced small
business participation in clusters by awarding
competitive grants to promote greater coordina-
tion of resources. Recognizing that labor markets
are typically regional, yet the workforce system
is designed around State and local boundaries,
the Department of Labor’s Workforce Innova-
tion Fund will support these efforts by facilitat-
ing regional collaboration and close linkages with
employers so that relevant training leads to good
jobs.

FosterJob Creation and Economic Growth
in Rural America. The country as a whole can-
not prosper if we do not tap the potential of all
Americans—including those who call rural Amer-
ica home. That’s why the Budget includes several
investments to promote economic growth and job

creation in rural communities. First, to support
the Rural Innovation Initiative, the Department
of Agriculture (USDA) plans to set aside funding
to foster rural revitalization through a competi-
tive grant program. Second, the Budget supports
local and regional food systems through many
USDA programs including the Business and In-
dustry guaranteed loan program and the Federal
State Marketing Improvement Program. Third,
the Budget funds a variety of USDA renewable
energy programs including support for bio-refin-
eries to utilize advanced biomass crops, research
designed to create cellulosic and other advanced
biofuels, and assistance to help transition fossil
fuel-dependent electric utilities to renewable en-
ergy—all of which can help a clean energy econ-
omy take root in rural America. In addition, the
Administration proposes more than $700 million
to restore ecosystems and manage public lands,
which will increase employment in rural areas,
produce new sources of renewable energy, and de-
velop recreational opportunities, including fishing
and hunting, for local residents and tourists. Fi-
nally, the Budget fully funds the Voluntary Public
Access and Habitat Incentive Program, which en-
courages private landowners to voluntarily open
their land to the public for hunting and fishing.

Aid Working Adults in Caring for Their
Families. In today’s economy, working Ameri-
cans struggle to find time and money to provide
their children and their own parents with the care
they deserve. That is why the Budget provides
tax relief of up to $2,100—an increase of $900 rel-
ative to current law—for middle-class families to
pay for the costs of caring for a child or a relative.
The Budget also provides a $1.6 billion increase
in child care funding for working families with
low incomes—not only extending the funding
provided in the Recovery Act, but also providing
new funding for new slots. In addition, the Bud-
get includes $103 million for the Administration
on Aging’s Caregiver Initiative, which will help
family caregivers better manage their multiple
responsibilities and help seniors and people with
disabilities live in the community for as long as
possible.
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Help Americans Prepare for a Secure
Retirement. Too many families have seen their
IRAs and their 401(k)s lose value during the
recent downturn, and far too many lack retirement
savings at all. The Budget includes a series of
steps to shore up saving including enhancing
transparency and consumer protections, requiring
employers who do not offer a retirement plan to
give employees the option of making deposits
into retirement accounts, doubling the small
employer pension plan startup credit for firms
that establish a retirement plan, expanding the
Saver’s Credit, and reducing barriers to saving
for recipients of means-tested programs.

Revitalize Distressed Urban Neighbor-
hoods. The Budget reflects an integrated and
performance-driven approach to distressed urban
neighborhoods, where the challenges tied to jobs,
education, public safety, and other needs intersect
and compound each other. The Budget includes
$250 million for the Department of Housing and
Urban Development’s (HUD’s) Choice Neighbor-
hoods program, which will target neighborhoods
anchored by distressed public or assisted housing
with physical and social revitalization grounded
in promising, measurable, and evidence-based
strategies. Choice Neighborhoods also will coor-
dinate with the Department of Justice, which is
requesting $40 million for targeted, innovative
programs to assist neighborhoods and has a va-
riety of other programs to prevent gang violence
and assist prisoners re-integrate into the job
market and community life. The Budget also in-
cludes $2.5 billion for health centers to provide
affordable high-quality primary and preventive
care to underserved populations, including the
uninsured.

Promote Responsible and Affordable
Homeownership. The President’s Budget
proposes important reforms to the Federal
Housing Administration’s (FHA’s) core mortgage
finance programs, including its widely used
single-family mortgage insurance product. These
reforms will protect taxpayers by replenishing
the FHA’s capital reserves, while continuing to
promote affordable homeownership and support
the recovery of the housing market, which is

central to the broader economic recovery. At the
same time, these changes will better manage
credit risk to the Federal taxpayer. In addition,
the Budget supports increased funds for housing
counseling. To mitigate the threat of foreclosure
for responsible homeowners, the Administration
is continuing to implement the Home Affordable
Mortgage Program, which will commit up to $50
billion through the Department of the Treasury
along with approximately $25 billion through
the Government-Sponsored Enterprises. These
funds will offer relief to an estimated 3 to 4
million at-risk homeowners struggling to make
their mortgage payments, while preventing
communities from suffering the spillover effects
of foreclosures. Treasury is also implementing
the recently extended and expanded homebuyer
tax credit, which supports demand for home sales
in markets nationwide.

Building the Infrastructure for Job
Creation

For too long, our Nation avoided making the
necessary investments in the roads, bridges, le-
vees, waterways, communications networks,
and transit systems needed to keep pace with
the times. Outdated infrastructure burdens our
communities in a number of ways: longer com-
mutes, businesses choosing to locate elsewhere
including overseas, and growth and job creation
held back. Through the Recovery Act, we made
the largest investment in our Nation’s infrastruc-
ture since President Eisenhower called for the
creation of the national highway system half a
century ago. In just 10 months since it became
law, the Act funded—for example—more than
12,000 transportation projects, and more than
500 new or improved waste and water systems in
rural America. This year, funds from the Act will
help bring broadband Internet access to remote
corners of our country, lay the foundation for a
high-speed rail network, and jump-start innova-
tive transportation projects through competitive
awards. In the 2011 Budget, the Administration
will:
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Create a National Infrastructure Innova-
tion and Finance Fund. The Budget includes
$4 billion to create a National Infrastructure In-
novation and Finance Fund to invest in projects
of regional or national significance. This marks
an important departure from the Federal Gov-
ernment’s traditional way of spending on infra-
structure through grants to specific States and
localities. The Fund will allocate resources based
on demonstrable merit and analytical measures
of performance. The Fund will provide planning,
feasibility, and analytical capacity to help spon-
sors identify high-value projects from around the
country and then carefully select the most worth-
while projects.

Expand Access to Broadband. During
2011, the Department of Commerce and USDA
will focus on administering the $7.2 billion pro-
gram to expand broadband deployment, as well
as programs to improve broadband adoption and
data collection, which were funded by the Recov-
ery Act. In addition, the Budget expands access
to broadband services by offering $418 million in
USDA loans and grants to move rural communi-
ties into the modern information economy.

Invest in a Smart, Energy-Efficient, and
Reliable Electric Grid. The Budget continues
to support modernization of the Nation’s electric
grid by investing in the research, development,
and demonstration of smart-grid technologies
that will spur the Nation’s transition to a smart-
er, stronger, more efficient, and reliable electric
system. The end result will promote energy-
and cost-saving choices for consumers, increase
efficiency, and foster the growth of renewable en-
ergy sources like wind and solar. In addition, the
Budget supports the Power Marketing Admin-
istrations’ ability to reliably operate, maintain,
and rehabilitate the Federal hydropower and
transmission systems.

Support Clean Water Infrastructure In-
vestments. The 2011 Budget requests $3.3
billion for the Clean Water and Drinking Water
State Revolving Funds (SRF's). The Federal SRF
funding provides grants to States for low-interest
loans to communities through a combination of

Federal capitalization, State matches, State lever-
aging, interest, and loan repayments. Since loan
interest and principal payments are returned to
the program, the SRF's continue to generate fund-
ing for new loans even without continued Federal
funding. For 2011, the Environmental Protection
Agency proposes a new approach to helping small
drinking water systems, as well as reforms to im-
prove the long-term financial, managerial, and
environmental sustainability of the SRF's.

Reform Surface Transportation Programs
and Put the System on a Viable Financing
Path. Surface transportation programs are at
a crossroads. The current framework for financ-
ing and allocating surface transportation invest-
ments is not financially sustainable, nor does it
effectively allocate resources to meet our critical
national needs. The Administration recommends
extending the current authorization through
March 2011, during which time it will work with
the Congress to reform surface transportation
programs and put the system on a viable financing
path. Careful consideration is needed to design
a Federal surface transportation program that
leads to higher-performing investments, increas-
es people’s transportation options, and makes our
economy more productive. Further, the Federal
program must generate the best investments to
reduce congestion and improve safety. To do so,
the Administration seeks to integrate economic
analysis and performance measurement in trans-
portation planning so that taxpayer dollars are
better targeted and spent.

Establish a New Federal Transit Safety
Program. Unlike other mode of transporta-
tion, closed-system rail transit services (gener-
ally, metro area subways and light rail systems)
are not overseen by Federal safety regulators,
but rather are subject to review by a patchwork
of State safety organizations. Recent deadly ac-
cidents—including tragedies in Washington D.C.,
Boston, and San Francisco—underscore the
need for common nationwide safety standards
and for Federal enforcement of these standards.
The Budget includes $30 million for a new tran-
sit safety oversight program within the Federal
Transit Administration (FTA). This will enable
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FTA to implement a comprehensive safety over-
sight strategy, as proposed in legislation.

Modernize the Air Traffic Control System.
The Budget provides $1.14 billion, more than a
30-percent increase from 2010, for the Next Gen-
eration Air Transportation System, the Federal
Aviation Administration’s long-term effort to im-
prove the efficiency, safety, and capacity of the
aviation system. The 2011 Budget will help move
from a national ground-based radar surveillance
system to a more accurate satellite-based sur-
veillance system; aid in the development of more
efficient routes through the airspace; and fund
improvements in aviation weather information.

Sustain Multi-Year Support for High-
Speed Rail. Building on the historic $8 billion
down payment provided through the Recovery
Act, the President’s Budget includes $1 billion for
high-speed rail, which supports the President’s
five-year, $5 billion pledge from the 2010 Budget.
High-speed rail promises to give the traveling
public a practical alternative to flying or driving,
particularly where there is congestion in the skies
and on the roads. With trains efficiently connect-
ing city and business centers, travelers would en-
joy anew level of convenience not available in most
parts of the country today. The Administration
is dedicated to working with States and project
sponsors to identify high-speed rail projects that
will provide the greatest transportation, social,
and environmental benefits, while maximizing
the return on taxpayer dollars.

Invest in America’s Water Resources
Infrastructure. It is critical that sound
investments be made in the Nation’s water
resources infrastructure to assure the safe
and reliable operation and maintenance of key
facilities of the Army Corps of Engineers and
Bureau of Reclamation. The Administration
will allocate funds to those ongoing commercial
navigation and flood and storm damage
reduction projects with the highest economic and
environmental returns while achieving public
safety objectives for communities. Resources
are also focused on the restoration of significant
ecosystems and initiatives that would allow

greater conservation of water in the West. The
Budget also emphasizes a new direction for water
infrastructure projects by updating the 25-year-
old procedures for planning future Federal water
resources infrastructure projects to incorporate
modern planning procedures and methods, assure
adequate consideration of ecosystem values, and
promote non-structural solutions. In addition, the
Corps of Engineers is updating its estimates of
the benefits and costs of its ongoing construction
projects to help assure that funding decisions are
based on the most current information available
on the return to the Nation of these investments.
The Administration also intends to develop a
set of water resources reforms for the Corps of
Engineers for consideration as part of the next
Water Resource Development Act legislation.

Educating a Workforce for the Jobs of
the 21st Century

From unlocking the cures of tomorrow to cre-
ating clean energy industries, from growing our
economy and creating jobs to securing our Nation
in the years to come, there is one constant in ad-
dressing these challenges: they all depend on hav-
ing a highly-educated workforce. More than ever
before, success in the global economy and among
the nations of the world is rooted in providing a
world-class education to all our children. It is a
fundamental element of the new foundation we
must lay for our economy.

The Administration made a significant down
payment in our schools and schoolchildren
through the Recovery Act by including the largest
one-time investment in education in our Nation’s
history. The Recovery Act saved and created
hundreds of thousands of education-related jobs
during a time of acute State budget shortfalls. It
also included a $4 billion Race to the Top fund, a
competitive source of education funding and one
of the largest investments in reforming our Na-
tion’s schools in history. At the same time, the
Recovery Act made significant investments in
expanding early childhood programs, addressed
college affordability by expanding Pell Grants
and the American Opportunity Tax Credit,
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and enhanced job training and referrals for the
millions of workers coming through the doors of
the Nation’s one-stop career centers. Building on
these commitments, the Budget proposes to:

Reform Elementary and Secondary
School Funding by Setting High
Standards, Encouraging Innovation, and
Rewarding Success. The Budget supports the
Administration’s new vision for the Elementary
and Secondary Education Act (ESEA). The
reauthorized law would encourage States to adopt
higher, clearer standards that set the expectation
that every student will graduate from high school
ready for college and a career. The new law would
support dramatic improvements in the quality
of assessments to measure complex skills and
help teachers identify and respond to students’
strengths and needs. The reauthorization would
also recognize and reward schools for helping
students make important gains, even if they are
not yet at grade-level, and offer new flexibility
for successful States and districts to pursue new
solutions to help all students meet high standards.
At the same time, the law would require vigorous
efforts to turn around persistently low-performing
schools, applying comprehensive strategies that
put children first. In support of these efforts, the
Budget provides a $3 billion increase in funding
for K-12 education programs authorized in the
ESEA and the Administration will request up to
$1 billion in additional funding if the Congress
successfully completes a fundamental overhaul
of the law. Together, these measures would
represent the largest funding increase for ESEA
programs ever requested.

Expand the Race to the Top and Open the
Competition to School Districts. The $4 bil-
lion Race to the Top, created by the Recovery Act,
began a competition among States to spur sys-
temic and innovative reform across four areas:
supporting high academic standards; improving
teacher effectiveness and distributing effective
teachers more equitably; using data to improve
achievement; and turning around low-performing
schools. Not all States will receive Race to the
Top grants, but the competition itself has gal-
vanized key stakeholders across the Nation to

reform State laws and to develop new plans for
lifting student achievement. The Budget provides
$1.35 billion to continue the President’s Race to
the Top challenge and to expand the competition
from States to school districts that are ready for
comprehensive reform.

Increase the Number of Effective Teach-
ers and Principals. Great teachers are the
key to a high-quality education. Increasing the
number of great teachers, especially in disadvan-
taged schools, will require major new efforts to
help all teachers improve their skills; recognize
and reward excellence in the classroom; and help
struggling teachers improve or, if need be, exit
the classroom. Today, taxpayers invest nearly $3
billion a year in a teacher quality block grant that
heavily supports investments with little eviden-
tiary support or impact on increasing learning.
As part of the overhaul of ESEA, the Administra-
tion will require States taking formula funds to
develop the preconditions for an effective human
capital system, beginning with strong evaluation
systems. At the same time, the Administration
will invest $950 million in a new competitive
fund for States and districts that supports bold
approaches to recruiting, developing, retain-
ing, and rewarding more effective teachers and
principals, particularly in the lowest-performing
schools. The Administration is also investing
$405 million to support successful and innovative
pathways into teaching and school leadership.

Invest in Supports for Student Success,
Including Promise Neighborhoods. Stu-
dents need to be safe and healthy, and they need
a complete education that extends beyond the
traditional hours. As part of a $1.8 billion invest-
ment in the Supporting Student Success initia-
tive, the Budget funds comprehensive supports
so that students are mentally and physically
healthy and ready to learn. The Budget provides
$210 million for Promise Neighborhoods, mod-
eled after the Harlem Children’s Zone, that aim
to improve college enrollment rates by combining
vigorous school reform with strong family sup-
ports and effective community services across an
entire neighborhood. The initiative also reforms
the 21st Century Community Learning Centers
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program to focus funding on models that redesign
and extend the school day, week or year to pro-
vide additional time for students to engage in ac-
ademic activities, additional time for enrichment
activities, and time for educators to collaborate
and improve instruction.

Grow High-Performing Charter Schools
and Other Innovative Public Schools. Ef-
fective charter schools have achieved impressive
results in closing achievement gaps. The Budget
will invest $490 million to grow these schools and
other autonomous public schools that achieve re-
sults, develop new approaches, and give parents
more choices. The Budget will support new op-
tions for students to transfer to high-performing
public schools, support successful magnet schools,
and require States and districts accepting these
funds to create the conditions for effective schools
to grow and ineffective schools to be restructured
or shut down.

Expand and Reform Early Childhood Edu-
cation. Quality early education is an investment
that pays off for years by preparing the youngest
children for a lifetime of learning. To this end,
the Administration has provided the funds to
nearly double the number of children served by
Early Head Start and expand Head Start. The
Budget continues the Recovery Act expansions in
these programs while focusing their new funds in
2011 on improving program outcomes. And the
Budget provides a historic $1.6 billion increase in
child care funding that can support not only an
expansion in slots, but also an improvement in
quality, safety, and outcomes. Finally, the Budget
supports pending legislation that will establish
a new Early Learning Challenge Fund admin-
istered by the Department of Education and
the Department of Health and Human Services
(HHS), to help States improve the quality of early
childhood programs.

Increase Pell Grants and Put Them on
a Firm Financial Footing. Pell Grants have
helped millions of Americans afford college, yet in
recent decades, growth in their value has fallen
far behind the growth in college costs. The Re-
covery Act and 2009 appropriations bill increased

the maximum Pell Grant by more than $600 for
a total award of $5,350, and the maximum award
will increase to $5,550 in 2010. The Budget pro-
poses to make that increase permanent and put
them on a path to grow faster than inflation every
year. The Budget also addresses a second con-
cern: Pell Grants currently function much like
an entitlement, yet they are funded through an
annual appropriations process that can fall be-
hind actual demand for the grants. The Budget
proposes to make Pell Grant funding mandatory
so that adequate Pell Grant funding is available
every year.

Expand Financial Aid for Students and
Reduce the Burden of Student Loans. The
Budget supports legislation that has passed the
House of Representatives and is pending in the
Senate that would reform student lending to
eliminate tens of billions of dollars in wasteful
subsidies to financial institutions, and instead
provide loans directly to students more efficient-
ly and reliably by hiring private and non-profit
companies through competitive contracts. This
measure would then use the savings to make
historic investments in increasing college access
and success (as well as in early childhood educa-
tion). In addition to expanded Pell Grants and
a simplified student aid system, the legislation
includes a new American Graduation Initiative
that will strengthen and support America’s com-
munity colleges, focus on college completion, and
help graduate 5 million more students by 2020.
Moreover, the Budget proposes an effort to assist
overburdened student loan borrowers by reduc-
ing monthly payments and shortening the repay-
ment period so that these borrowers will pay only
10 percent of their discretionary income in loan
repayments and can have their remaining debt
forgiven after 20 years.

Reform the Job-Training System to En-
courage Innovation and Empower Workers.
Our job-training system is critical to giving all
workers the opportunity to succeed in a chang-
ing economy, yet too often workers looking for
good training cannot find it. As a complement
to reauthorization of the Workforce Investment
Act (WIA), the Budget increases total funding for
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major funding streams, including a $101 million
increase targeted to youth. But because reform
is essential and the current system’s fragmenta-
tion must end, the Budget also sets aside $261
million in the Department of Labor and $60 mil-
lion in the Department of Education for innova-
tion funds. They will support competitive grants
for the most promising, research-based strate-
gies, including regional approaches and sectoral
partnerships for adults and the combination of
summer or year-round employment with educa-
tion for youths. The Departments will cooperate
in the administration of the innovation grants
as a part of a Workforce Innovation Partnership
that will create new incentives for States to break
down silos, streamline service delivery, and elimi-
nate duplication. The Partnership will be sup-
ported by new cross-program waivers, which will
be accompanied by new tools for measuring pro-
gram performance and sharing information with
both policymakers and customers. Finally, the
Budget targets high-growth sectors of the econ-
omy and workers often left behind through $85
million for green job training and $40 million for
transitional jobs programs.

Restructure Narrow and Constrained
Education Programs Into Broad and Flex-
ible Competitions that Fund What Works.
The Department of Education funds dozens of
programs that narrowly limit what States, dis-
tricts, and schools can do with funds. Some of
these programs have little evidence of success,
while others are demonstrably failing to improve
student achievement. The President’s Budget
eliminates six discretionary programs and con-
solidates 38 K-12 programs into 11 new programs
that emphasize using competition to allocate
funds, giving communities more choices around
activities, and using rigorous evidence to fund
what works. The Administration will make sure
that, under these competitions, there is equita-
ble geographic distribution of funds nationwide,
including to rural communities. Building on the
Recovery Act, the Administration proposes $500
million to expand the Investing in Innovation
Fund, which will expand proven models—and
fund and evaluate promising ones—for achieving
student success. Finally, the Budget dedicates

funds for the rigorous evaluation of education
programs so that we can scale up what works and
eliminate what does not.

Creating the Clean Energy Economy of
Tomorrow

From the consumer who sees the costs of
filling his gas tank or heating her home go up,
to the scientists who track how climate change is
affecting our planet, we all know that we cannot
afford to maintain our reliance on oil and other
fossil fuels to power our economy. Failure to act
jeopardizes our Nation’s security, our economy,
and our future. That is why in the Recovery
Act, the Administration invested more than $90
billion in clean energy technologies to begin the
transformation of the economy. Building on this,
the President worked with foreign leaders at the
Copenhagen climate change talks in December
2009, where for the first time in history, all of
the leaders of the world’s major economies came
together to accept their responsibility to take
action to confront the threat of climate change.
The international negotiations made a strong step
towards the commitments and the transparency
necessary to work together to solve this global
challenge.

As we work to slow climate change internation-
ally, we also must continue our efforts to build a
clean energy economy here at home. Doing so has
the potential to create millions of new jobs, which
cannot be shipped overseas, in the new industries
of the future. Around the globe, countries and
companies see the job-creating potential of clean
energy and are moving aggressively to lead the
way. Our challenge is to be at the head of that
pack. If we lead the way in developing clean en-
ergy, we will grow our economy, create new jobs,
and leave a stronger and more secure country to
our children. To bring about this transformation,
the Administration will:

Undertake a Comprehensive Approach
to Transform Our Energy Supply and Slow
Global Warming. The Administration will
work to enact and implement a comprehensive
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market-based policy that will reduce greenhouse
gas emissions in the range of 17 percent in 2020
and more than 80 percent by 2050. Businesses will
have the flexibility to seek out the most profitable
and least costly ways of achieving greenhouse gas
emission reductions, from making investments
in energy efficiency and low-carbon or zero-
carbon fuels to offsetting their emissions through
agricultural activities that remove carbon diox-
ide from the atmosphere, and developing export
markets for American clean energy technologies
through investments in emission offset activi-
ties abroad. The policy will address the needs of
vulnerable families, communities, and businesses
to facilitate the transition to a clean energy econ-
omy. To prepare for the reduction in emissions,
the Government will invest in climate registries
to account for greenhouse gas emissions; imple-
ment regulations that improve energy efficiency,
lower energy bills, and reduce emissions; plan
for the effects of a changing climate in the stew-
ardship of our natural resources; and undertake
the research and development of next-generation
energy technologies that will promote our energy
and climate security.

Develop the Market for Clean Energy
Technologies. The Budget substantially ex-
pands support for construction of new nuclear
power plants by increasing the Department of
Energy loan guarantees authority for such proj-
ects by $36 billion, to a total of $54.5 billion, and
provides credit subsidy funding of $500 million
to support $3 to $5 billion of loan guarantees for
energy efficiency and renewable energy projects.
The loan guarantee program will encourage new
nuclear facilities and a range of renewable energy
projects that reduce greenhouse gases and pol-
lutants, while simultaneously creating jobs and
contributing to long-term economic growth. The
Budget also supports research, development, and
demonstration activities to accelerate deployment
and commercialization of nuclear power, carbon
capture and storage, renewable energy, and ener-
gy efficiency technologies. To reduce greenhouse
gas emissions in developing countries, the United
States will help them adopt clean energy tech-
nologies and low-carbon development strategies.

Spur Investment in Domestic, Clean
Energy Manufacturing. The Section 48(c)
Advanced Energy Manufacturing Tax Credit
was created by the Recovery Act to spur private
investment in facilities that manufacture
advanced energy technologies in fields like
renewable energy, energy storage, advanced
energy transmission, energy conservation, and
greenhouse gas emissions abatement. The
program provides a 30 percent tax credit to
qualified investments in new, expanded, or
re-equipped advanced energy manufacturing
projects, allocating a total of $2.3 billion to clean
energy manufacturers. The Budget expands this
successful program, providing an additional $5
billion to provide this tax credit to many more
advanced energy manufacturing projects. This
will help spur private investment in clean energy
manufacturing and create jobs, helping to lay the
groundwork for American leadership in the new
clean energy economy.

Advance the Development of Carbon Cap-
ture and Storage Technologies. The Budget
supports a balanced research and development
portfolio of carbon capture and storage technol-
ogies. The $545 million in funding provided in
the 2011 Budget for fossil energy climate change
technology will help reduce greenhouse gas emis-
sions by focusing resources to develop carbon
capture technologies with broad applications to
advanced power systems, existing power plants,
and industrial sources.

Eliminate Funding for Inefficient Fossil
Fuel Subsidies. As we work to create a clean
energy economy, it is counterproductive to spend
taxpayer dollars on incentives that run counter
to this national priority. To further this goal, the
Budget eliminates tax preferences and funding
for programs that provide inefficient fossil fuel
subsidies that impede investment in clean energy
sources and undermine efforts to deal with the
threat of climate change. We are eliminating 12
tax breaks for oil, gas, and coal companies, clos-
ing loopholes to raise nearly $39 billion over the
next decade.
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Boost Development of Clean Energy on
Federal and Tribal Land. Already, public
lands and offshore resources managed by the
Federal Government constitute about one-third of
the domestic supply of fossil fuel resources. The
Administration will promote the development
of clean, renewable energy on Federal lands. To
that end, the Budget adds $14 million—on top of
$50 million in 2010 increases—to build agency
capacity to review and permit renewable energy
projects on Federal lands. This includes conduct-
ing the environmental evaluations and technical
studies needed to spur development of renewable
energy projects, assessing available alternative
resources, and mitigating the impacts of devel-
opment. In addition, the Administration is as-
sisting Indian Tribes in overcoming the unique
hurdles in developing renewable resources on
Native American lands. Up to 15 percent of our
potential wind energy resources are on Native
American land, and the potential for solar energy
is even higher.

Invest in the Understanding of Climate
Change and Its Impacts. While climate poli-
cies are developed and investments in clean
energy technologies are made, investments to un-
derstand the impacts of climate change are also
crucial. Coastal areas, floodplains, and water sys-
tems will all be affected by the changing climate,
and it is vital that we understand the potential
effects of climate change so businesses, farm-
ers, ranchers, and the entire Nation can prepare
for them now. That is why the Budget invests
$2.6 billion to deepen our understanding of cli-
mate change and its impact. The United States
also will take prompt, substantial action to help
the least developed and most vulnerable coun-
tries adapt and build resilience to the impacts of
climate change.

Providing More Health Security and
Bringing Down Its Cost

One of the biggest drains on the future growth
of our economy is skyrocketing health care costs.
For families who have health insurance, years of
premiums that far and away out-paced income

gains have taken their toll on family budgets.
For businesses, rising health care costs hurt their
competitiveness. For the Federal Government,
there is no greater threat to our long-term fis-
cal future than the current rate of health care
cost growth. That is why the President laid out
a strategy in the 2010 Budget to reform health
care in a fiscally responsible way and has worked
closely with the Congress to bring about this long
overdue change. At this writing, we are closer to
health insurance reform than ever before. The
bill before Congress will empower Americans
who are insured with cost and quality informa-
tion about doctors and hospitals and give them
the stability and security they deserve by end-
ing many discriminatory and capricious insur-
ance industry practices; expand coverage to more
than 30 million Americans who lack insurance,
improving health and in some cases saving lives;
cut waste and reform how medicine is practiced
so that we get better quality care; and do this all
without adding a dime to the deficit and while
reducing the rate of health care cost growth over
time. To lay the groundwork for these reforms
and to improve the health of the Nation, the
Budget will:

Build on Health Information Technol-
ogy (IT) Adoption Momentum. Digitizing the
health care sector is a critical part of creating
a health care system that is more effective and
efficient. The Budget includes $110 million for
continuing efforts to strengthen health IT policy,
coordination, and research activities. Combined
with the Recovery Act’s Federal grant and incen-
tive programs designed to assist providers with
adoption and meaningful use of electronic health
records, these efforts will improve the quality of
health care while protecting privacy and security
of personal health information.

Increase Investment in Patient-Centered
Health Research. To get the best care, doc-
tors and patients need to know what works and
what doesn’t. The Budget includes $286 million
for research that compares the effectiveness of
different medical options, building on the expan-
sion of this research begun under the Recovery
Act. Disseminating the results of this research is
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expected to lead to higher quality, evidence-based
medicine, arming patients and physicians with
the best available information to allow them to
choose the medical option that will work the best
for them.

Bolster Prevention and Wellness Activi-
ties. The Budget bolsters core prevention activi-
ties by expanding community health activities,
strengthening the public health workforce, and
enhancing surveillance and health statistics to
improve detection and monitoring of chronic dis-
ease and health outcomes. The Budget funds a
new effort in as many as 10 of the largest cities in
the United States to reduce the rates of morbid-
ity and disability due to chronic disease through
effective policy and environmental change strate-
gies. The Budget also supports a new health pre-
vention workforce to improve capacity of State
and local health departments, as well as invest-
ments to improve the health and wellness of the
Federal workforce.

Expand Affordable High-Quality Primary
and Preventive Care. The Budget includes
$2.5 billion for health centers to provide afford-
able high-quality primary and preventive care
to underserved populations, including the unin-
sured. This will allow health centers to continue
to provide care to the 2 million patients added
through Recovery Act funding and support ap-
proximately 25 new health center sites. The
Budget also includes funding to expand the inte-
gration of behavioral health with primary health
care, enhancing the availability and quality of
addiction care.

Combat Childhood Obesity. Nearly one-
third of children in America are now overweight
or obese, and our Nation now spends $150 billion
a year treating obesity-related diseases, or nearly
10 percent of all medical spending. To improve
children’s access to healthy meals and help to
reduce childhood obesity rates, the Budget pro-
poses investing an additional $1 billion per year
as part of the reauthorization of the school meals
program and other child nutrition programs.
The Administration also will take steps to bring

grocery stores and other healthy food retailers to
“food desert” communities.

Fund Innovative Efforts to Improve Ser-
vices for Seniors and People with Disabili-
ties. The Budget includes new Medicare and
Medicaid demonstration projects that evaluate
reforms to provide higher quality care at lower
costs, improve beneficiary education and under-
standing of benefits offered, and better align pro-
vider payments with costs and outcomes. Special
emphasis will be placed on demonstrations that
improve care coordination for beneficiaries with
chronic conditions, that better integrate Medicare
and Medicaid benefits, and that provide higher
value for dollars spent. The Budget will also sup-
port the Year of Community Living Initiative to
promote collaboration between HHS and HUD
to expand access to housing and community sup-
ports to enable people with disabilities to live
in the community, as opposed to in institutional
settings.

Fight Waste and Abuse in Medicare, Med-
icaid, and the Children’s Health Insurance
Program (CHIP). Reducing fraud, waste, and
abuse is an important part of restraining spend-
ing growth and providing quality service delivery
to beneficiaries. In November 2009, the President
signed an Executive Order to reduce improper
payments by boosting transparency, holding agen-
cies accountable, and creating incentives for com-
pliance. This Budget puts forward a robust set
of proposals to strengthen Medicare, Medicaid,
and CHIP program integrity efforts, including
proposals aimed at preventing fraud and abuse
before they occur, detecting it as early as possible
when it does occur, and vigorously enforcing all
penalties and recourses available when fraud is
identified. It proposes $250 million in additional
resources that, among other things, will help ex-
pand the Health Care Fraud Prevention and En-
forcement Action Team (HEAT) initiative, a joint
effort by the Departments of Health and Human
Services and Justice. As a result, the Administra-
tion will be better able to minimize inappropriate
payments, close loopholes, and provide greater
value for beneficiaries and taxpayers.
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Improve the Access to, and Quality of,
Health Care in Rural Areas. The Budget in-
cludes $79 million for an initiative to strength-
en regional and local partnerships among rural
health care providers, increase the number of
health care providers in rural areas, and improve
the performance and financial stability of rural
hospitals.

Increase the Number of Primary Health
Care Providers. The Budget invests $169 mil-
lion in the National Health Service Corps (NHSC)
to place providers in medically underserved areas
to improve access to needed health care services.
Under the NHSC, primary health professionals—
such as physicians, nurse practitioners, and den-
tists—agree to serve in a medically underserved
community in exchange for having a portion of
their student loans paid off. In 2011, the request-
ed increase will add nearly 400 NHSC clinicians
to the more than 8,100 that will be providing es-
sential primary and preventive care services in
health care facilities across the country.

Expand and Focus HIV/AIDS Treatment,
Care, and Prevention Activities. The Budget
expands access to HIV/AIDS prevention and treat-
ment activities consistent with the President’s
pledge to develop a National HIV/AIDS Strat-
egy that will focus on reducing HIV incidence,
increasing access to care and optimizing health
outcomes, and reducing HIV-related health dis-
parities. The Budget focuses HIV testing among
high-risk groups, and increases resources for the
Ryan White program to support the care and
treatment needs for persons living with HIV/
AIDS who are unable to afford health care and
related support services. The Budget aims to
reduce HIV-related health disparities by expand-
ing HIV/AIDS medical services within popula-
tions disproportionately affected by the epidemic.
The Budget also enhances funding for collabora-
tion and integration activities to improve over-
all health outcomes for those with HIV/AIDS
and co-infections with tuberculosis, hepatitis, or
sexually transmitted diseases.

Continue Efforts to Increase Access to
Health Care for American Indians and
Alaska Natives (AI/ANs). The Budget includes
$4.4 billion for the Indian Health Service (IHS) to
expand investments initiated in 2010. Increases
for THS will strengthen existing Federal, tribal,
and urban programs that serve 1.9 million Al/
ANs at approximately 600 facilities nationwide,
and will expand access to Contract Health Ser-
vices to cover health care services provided out-
side of the Indian health system when services
are not available at IHS-funded facilities. The
Budget will also fund staff and operating costs
at new and expanded facilities to increase access
to health care services and enhance the Indian
health system. The efforts supported in the Bud-
get to expand health services in Indian commu-
nities also include an analysis of how IHS can
improve distribution of resources throughout the
Indian health system.

Keeping America Safe and Maintaining
Our Global Leadership

Just as a strong economy bolsters our standing
in the world and enhances our national security,
strong global leadership helps protect the Ameri-
can people while allowing the United States to
thrive in an interdependent, global economy. The
economic and financial crises of the past year
demonstrated how market problems in one na-
tion can affect businesses the world over and how
inextricably linked the world’s economies are.
That’s why we needed other major economies to
join with the United States in taking action to
stimulate economic demand. And that’s why the
President worked with G-20 nations to agree to
continue their cooperation as the global economy
recovers in order to reduce the likelihood of a fu-
ture crisis, and to build a “Framework for Strong,
Sustainable and Balanced Growth.”

Over the past year, the President has worked
to repair our alliances and restore America’s
standing in the world. His effort has been
driven by the fact that we face a range of global
challenges that demand global action—from
disrupting, dismantling, and defeating al Qaeda
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to stopping the spread of nuclear weapons and
strengthening global health. In the last year,
the President has taken a number of steps to
meet these challenges while restoring American
leadership. He has built new partnerships, and
used all elements of American power to increase
the pressure on al Qaeda worldwide. He laid out
a plan to responsibly end the war in Iraq. He
put forward a new strategy—with additional
resources—to succeed in Afghanistan, and rallied
NATO allies and partners to join us in committing
additional resources. He signed executive orders
that required the closure of the detention facilities
at Guantanamo Bay, established a special task
force to review detainee policy, and closed all
CIA detention facilities as well as required all
interrogations to follow the procedures of the
Army Field Manual. And the President put
forward a global agenda to stop the spread of
nuclear weapons, reduce nuclear stockpiles,
and to secure all loose nuclear materials from
terrorists within four years.

Building on these efforts, the Budget invests
in all elements of our national power: diplomacy,
economic development and other foreign assis-
tance, our Nation’s armed forces, and intelligence.
In addition, recognizing the extraordinary com-
mitment and sacrifice of our men and women in
uniform, the Administration continues its efforts
to support servicemembers and their families
and to provide our veterans with the support
and resources that they deserve. Specifically, the
Administration will:

Support Missions in Afghanistan, Paki-
stan, and Iraq. In the coming months, 30,000
additional troops will deploy to Afghanistan while
U.S. combat forces continue drawing down in Iraq,
consistent with the U.S. commitment for all U.S.
troops to withdraw from Iraq by the end of 2011.
As U.S. forces leave Iraq, the Administration will
fund assistance to the Iraqi government and fund
security and logistic support for U.S. civilians de-
ployed around the country. To address the costs of
increasing military and intelligence operations in
Afghanistan and Pakistan while drawing down in
Iraq, the Administration is requesting $33.0 bil-
lion for the Department of Defense (DOD) in 2010

supplemental funding on top of the $129.6 billion
already provided, and a total of $159.3 billion for
DOD’s 2011 overseas contingency operations ac-
tivities. The Budget also requests $4.5 billion in
2010 supplemental funding and $11.6 billion in
2011 for Department of State activities in these
countries. In particular, funding for Afghanistan
and Pakistan increases assistance and civilian
personnel, and provides additional resources for
governance, reconstruction, and other develop-
ment activities to counter extremists’ influence.
The Budget also increases security assistance for
Pakistan and for the Afghan Security Forces. In
an effort to be as transparent as possible about
future costs, the Budget includes placeholder es-
timates of $50 billion per year for 2012 and be-
yond. These estimates do not reflect any policy
decisions about specific military or intelligence
operations, but are only intended to indicate that
some as yet unknown costs are anticipated.

Strengthen Homeland Security. As the
failed attack on Christmas Day 2009 reminded
us, al Qaeda and like-minded terrorists still
seek to harm the American people. That is why
the Budget continues important investments
in our homeland defenses that are targeted to
meet priority needs. The Budget, for example,
increases funding for the Transportation Security
Administration by 9 percent: to fund checkpoint
and baggage screening equipment that will
replace magnetometers with up to 1,000 new
Advanced Imaging Technology screening systems
for passengers; more accurate and efficient in-
line baggage screening; additional international
Federal Air Marshals; and more than 2,000
Transportation Security Officers to operate new
screening equipment, employ enhanced screening
techniques, and handle canine teams. The
Administration also is requesting funds for 300
new Customs and Border Protection officers for
passenger and cargo screening at ports of entry,
additional new intelligence officers, and expanded
pre-screening operations at foreign ports. Finally,
the Budget will strengthen the early detection and
reporting of terrorists and other threats and will
continue the expansion of the Administration’s
efforts to target and remove criminal aliens.
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Stand by Our Nation’s Troops and Their
Families. The strength of our troops relies on
the stability of the families that support them,
and the Budget supports these military families
as our servicemembers answer our country’s call
to service. First, the Budget includes funding
for a 1.4 percent basic pay raise that will keep
military pay increases in line with those in the
private sector. Second, the Budget also includes
an average housing allowance increase of 4.2 per-
cent, as well as a variety of monthly special skill-
based payments, enlistment and reenlistment
bonuses, and other benefits. Third, the Budget
invests in Coast Guard-owned family housing
to help alleviate housing shortages. Fourth, the
Administration increases funding for family sup-
port programs by over 3 percent above the 2010
enacted level. This includes $1.3 billion (an in-
crease of $87 million over the 2010 enacted level)
to expand availability for affordable, high-quality
child care services; $1.9 billion ($37 million over
the 2010 enacted level) for expanded counseling
and assistance services to help families meet the
challenges brought on by repeated deployments
and family separations; and $84 million (an in-
crease of $12 million over the 2010 enacted level)
for enhanced career and educational opportuni-
ties for military spouses through tuition assis-
tance and Federal internship programs.

Increase Funding for the Department of
Defense. Giving our military the material and
support they need to accomplish their missions
is the least we can do, given the sacrifices they
make. The Administration requests $548.9
billion, an increase of $18.2 billion, or 3.4 percent,
over the 2010 enacted level of $530.8 billion. This
will provide our troops with the most effective
and modern equipment possible and the support
they need.

Prevent the Proliferation of Nuclear
Weapons. Following on the vision the President
outlined this past year, the Budget funds sig-
nificant steps that will help stop the spread of
nuclear weapons and seek the goal of a world
without them. The Administration requests $2.7
billion—a 26-percent increase over the 2010 en-
acted level—for the Department of Energy’s De-

fense Nuclear Nonproliferation program. Robust
funding is also requested for nonproliferation
efforts across the Government, and especially
in the Intelligence Community and the Depart-
ments of Defense, State, Homeland Security, and
Justice. These agencies will lead international
efforts to secure all vulnerable nuclear mate-
rial around the world in four years; deter and
interdict the trafficking of nuclear material; and
strengthen international nonproliferation trea-
ties, regulatory controls, and safeguards. As the
United States reduces the role of nuclear weap-
ons in the national security strategy, this Budget
fully funds efforts to maintain a safe, secure, and
effective arsenal.

Care for Wounded, Ill, and Injured
Servicemembers. Last year, DOD added 18
more Warrior-in-Transition Complexes at posts
around the world as part of its efforts to care for
the health of the men and women who serve. The
Budget sustains ongoing efforts to provide high-
quality medical care to servicemembers, their
families, and retirees. This includes support for
wounded warrior transition units and centers of
excellence in vision, hearing, traumatic brain in-
jury, and other areas to continuously improve the
care provided to wounded, ill, and injured service-
members.

Increase Funding for the President’s
Global Health Initiative. The Administration
will build on its commitment to save millions of
lives while strengthening the public health infra-
structure that can help disease from crossing bor-
ders—including our own. The Budget includes
increased funding to combat the HIV/AIDS crisis
by focusing on increasing treatment and expand-
ing access to prevention; ramping up maternal
and child health programming to reduce mortality
of mothers and children under five and decrease
the prevalence of malnutrition; expanding invest-
ments in family planning activities, malaria, tu-
berculosis, and neglected tropical diseases; and
strengthening local health systems to enhance
capacity and long-run sustainability. Alongside
our multilateral partners, the United States will
continue to provide global leadership to fulfill our
shared responsibility and our common promise to
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improve the health of the world’s poorest popula-
tions.

Fight Global Hunger and Expand Food
Security Efforts. The Budget increases funding
for agricultural development as part of a multi-
year plan to lift a significant number of people
out of poverty and reduce malnutrition for mil-
lions of children under five years old by 2015. The
Budget provides assistance to countries that com-
mit to address their internal food security needs
and provides a significant contribution to a new
multi-donor facility administered by the World
Bank. The Budget also maintains strong support
for food aid and other humanitarian assistance.

Increase the Number of Peace Corps Vol-
unteers. The Administration funds the second
year of the President’s initiative to significantly
increase the number of Peace Corps volunteers,
and puts the Peace Corps on track to grow by 50
percent so it reaches 11,000 volunteers by 2016.

Continue Advance Appropriations for De-
partment of Veterans Affairs (VA) Medical
Care. The 2011 Budget requests $50.6 billion in
advance appropriations for the VA medical care
program so that care for the Nation’s veterans
is not hindered by budget delays. This funding
will enable the Department to have timely and
predictable funding from year to year, ultimately
making it easier for veterans to rely on accessible
VA care.

Enroll More than 500,000 Previously In-
eligible Veterans into VA Health Care by
2013. Last year, for the first time since January
2003, non-disabled veterans with moderate in-
come were made eligible for VA health care. The
President’s Budget allows for the continued en-
rollment of more than 500,000 moderate-income
veterans into the VA health care system by 2013
while maintaining high-quality and timely care
for the lower-income and disabled veterans who
also rely on VA.

Boost Compensation to Military Disabil-
ity Retirees. For the first time, highly-disabled
veterans who are medically retired from ser-
vice will be eligible for concurrent receipt of dis-
ability benefits from the VA in addition to DOD
retirement benefits. Previously, these benefits
were offset. All medically retired servicemem-
bers will be eligible for concurrent receipt of VA
and DOD benefits by 2015.

Respond to the Unique Needs of Today’s
Veterans. Today’s veterans have different needs
due to their experiences in service, the composi-
tion of the armed forces, and the unique challeng-
es that many face. Recognizing that, the Budget
strengthens VA’s ability to provide veterans the
best possible care for Post-Traumatic Stress,
Traumatic Brain Injury, and other mental health
conditions by investing $5.2 billion in specialized
care, and increases collaboration between joint
DOD and VA programs that target psychological
health. To combat homelessness among veterans,
the Budget expands collaborative partnerships
with local governments, non-profit organizations,
and the Departments of Housing and Urban De-
velopment, Justice, and Labor. And responding to
the growing number of women veterans, the Bud-
get provides funding for their unique needs, from
an appropriate environment of care to specialized
medical and counseling services.

Improve Quality of Health Care Through
Electronic Records for Our Troops and
Veterans. Too often, important patient informa-
tion is unavailable to VA health care providers,
yet that information was acquired by doctors and
hospitals that may have treated the veteran while
still in uniform. That is why the VA and DOD are
jointly implementing the Virtual Lifetime Elec-
tronic Record, which will enable VA to maintain
a complete health record for each veteran and
to deliver care and benefits to veterans with in-
creased efficiency and improved accuracy. The
President’s Budget also invests over $200 mil-
lion in automated processing to directly improve
the accuracy and timeliness of veterans benefits,
particularly disability compensation and the new
Post-9/11 GI Bill benefit.






RESTORING RESPONSIBILITY

Laying a new foundation for economic growth
and prosperity for working families will take a
change in policies and programs to unleash the
creativity and hard work of the American people.
But to prevent our country from backsliding into
the irresponsibility of the past, we need to change
how Washington works. We have seen the con-
sequences of fiscal recklessness, of tolerance for
programs that no longer work or are outdated,
and of a government that is most open to those
with access and influence. The deficits, wasted
resources, and special treatment squandered
funds that could have been used to help Ameri-
cans gain or retain a foothold in the middle class
and enjoy what every family wants: a good job, a
roof over their heads, excellent schools for their
children, affordable and high-quality health
care, and a secure retirement.

Over the past year, the Administration has
begun the hard work of changing Washington.
On his first full day in office, the President is-
sued an Executive Order that: prohibits execu-
tive branch employees from accepting gifts from
lobbyists; closes the revolving door between Gov-
ernment and the private sector that had given
the latter undue influence; requires that Govern-
ment hiring be based on competence and qualifi-
cations and not political connections; and orders
every one of his appointees to sign a pledge abid-
ing by these tough new rules. As the Administra-
tion undertook its efforts to rescue the economy,
it issued restrictions on lobbying for financial
stabilization and American Recovery and Rein-
vestment Act (Recovery Act) funds. In addition,
the President also banned lobbyists from serv-
ing on agency advisory boards and commissions,
bodies which had become dominated by special
interests.

Believing that sunlight is the best disinfec-
tant, the Administration opened up the doors
of Government to the scrutiny of the American
people. The President signed an Executive Or-
der expanding public access to presidential re-
cords, decided voluntarily to disclose the names
of visitors to the White House, and used new
media technologies—from video feeds at previ-
ously closed-door meetings to web chats with
high-ranking officials—to let the American
people monitor the Government at work and
interact with its leaders. In implementing the
Recovery Act, the Administration continues to
insist on an unprecedented level of transparency
so that Americans can see where Recovery dol-
lars are going as they are spent and the effect
they are having. In addition, the Administration
launched a comprehensive Open Government
Initiative that is breaking down long-standing
barriers between the American people and their
Government. This drive to a more open govern-
ment is speeding information to citizens, saving
taxpayers’ dollars, and erasing frustrating red
tape.

While the economic crisis forced the President
to add temporarily to an already record-setting
deficit, he laid out a commitment to cut in half
the deficit he inherited upon taking office. More-
over, he did so while being open and honest about
our fiscal situation. The Administration’s first
Budget eliminated previous budget gimmicks
that would have made the 10-year deficit num-
ber $2.6 trillion smaller. Instead, the President
insisted on presenting an honest budget to the
American people. Thus, the 2010 Budget—for
example—accounted for the costs of wars in Iraq
and Afghanistan and provided a 10-year look
into the future rather than a five-year one and
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acknowledged the full costs associated with pre-
venting the Alternative Minimum Tax from tax-
ing more middle-class families. This same desire
to evaluate Government performance accurately
also motivated the Administration’s line-by-line
review of the Federal budget for programs that
were ineffective, duplicative, or obsolete. Work-
ing with the military leadership and Secretary of
Defense Gates, the President identified billions of
dollars in defense savings for this year, canceling
the new presidential helicopter and additional
F-22 fighter jets.

The Administration also undertook a com-
prehensive effort to reform Government con-
tracting—ending unjustified sole-source and
cost-reimbursement contracts and pursuing other
steps that will save $40 billion a year by 2011—
and the President issued an Executive Order
cracking down on the $100 billion in improper
payments that go out from the Government.

The President also made a major change in
the way Washington has done business in recent
years by demanding that all entitlement and tax
legislation be fully paid for (with the exception of
temporary measures to address the economic cri-
sis). He put this into practice, for instance, by in-
sisting on fiscally-responsible health reform that
not only did not add a dime to our deficits, but also
reduced the rate of health care cost growth—the
main driver of our long-term fiscal future. Final-
ly, the President has championed Pay-As-You-Go
legislation, which would require the Congress to
fully offset the costs of any entitlement increases
or tax cuts by finding savings elsewhere—helping
to make this change in practice the law of the
land.

Taken together, these steps to streamline what
works and eliminate what doesn’t, to open gov-
ernment to the American people, and to end spe-
cial interest access are critical to instilling a new
sense of responsibility for taxpayer dollars, re-
building the connection between Americans and
their Government, and putting the Nation back
on a fiscally responsible path.

Restoring Fiscal Discipline

When the President took office he faced a
deficit of $1.3 trillion for that first fiscal year, a
far cry from the budget surpluses predicted at
the start of the previous administration. Since
the 2010 Budget was released in February of
2009, unfavorable economic conditions and
technical re-estimates have worsened the
deficit outlook by $2 trillion through 2019—the
equivalent of 1 percent of GDP per year—with
a deterioration of about $200 billion in 2015
alone.

Looking out over the next decade, we are $12
trillion deeper in debt than we were in 2001
because of three specific developments. The na-
tional debt is $7.5 trillion larger by the end of this
decade because of the failure to pay for two large
tax cuts, primarily for the wealthiest Americans,
and a new entitlement program. An additional
$3 trillion in debt is the result of inheriting the
worst recession since the Great Depression. Our
response to this recession, the Recovery Act, which
has been critical to restoring economic growth,
added an additional $1 trillion to the debt—only
10 percent of the total.

Now, as we turn the corner from rescuing the
economy to rebuilding it, it’s time to once again
take responsibility for our fiscal future. While it’s
essential that we do not stifle the momentum of
our recovery from the current recession, we also
cannot adequately grow the economy and spur
job creation in the long term if we allow these
deficits to persist. That is why, as the economy
recovers, the Administration will take the steps
necessary to restore discipline to our Nation’s fi-
nances to put our country on firm fiscal footing.
The Administration will:

Freeze Non-Security Discretionary Spend-
ing for the Next Three Years. Over the past
year, an extraordinary surge in tax cuts and
Federal spending helped stimulate macroeco-
nomic demand and bring the economy back from
the brink of a second Great Depression. Expand-
ing the short-term deficit during a moment of
economic crisis is widely recognized as necessary
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by economists from across the ideological spec-
trum. Nonetheless, the ramifications of the large
deficits we inherited and the response that was
required to stop the economic freefall has repercus-
sions both in the near term and in years to come
in the form of higher debt and interest payments.
As the economy recovers, we need to rebalance our
spending priorities. That is why the President
is proposing a three-year freeze in non-security
discretionary funding in this year’s Budget.

Establish a Bipartisan Fiscal Commis-
sion. To help put our Nation on a sustainable
fiscal path, the Administration will work to cre-
ate a fiscal commission charged with identify-
ing policies to improve the fiscal situation in the
medium term and to achieve fiscal sustainability
over the long run. Specifically, the Commission
is charged with balancing the budget excluding
interest payments on the debt by 2015. The re-
sult is projected to stabilize the debt-to-GDP
ratio at an acceptable level once the economy
recovers. The magnitude and timing of the pol-
icy measures necessary to achieve this goal are
subject to considerable uncertainty and will de-
pend on the evolution of the economy. In addi-
tion, the Commission will examine policies to
meaningfully improve the long-run fiscal outlook,
including changes to address the growth of en-
titlement spending and the gap between the pro-
jected revenues and expenditures of the Federal
Government.

Require the Financial Services Industry
to Pay Back Taxpayers. The assistance given
the financial services industry to weather the
crisis of the past year represented an extraordi-
nary step that no one wanted to take, but that
was necessary to prevent deeper pain to the econ-
omy. Yet the largest Wall Street firms have been
both the source of extraordinary costs throughout
the economy due to their excessive risk-taking,
and the beneficiaries of the extraordinary mea-
sures taken to prevent a deeper financial crisis.
While the expected cost of the TARP program has
fallen by $224 billion since the 2010 Mid-Session
Review to about $117 billion, shared responsibil-
ity requires that the largest financial firms pay
back the taxpayer as a result of the extraordinary

action taken. Congress recognized that when
it wrote the legislation authorizing TARP by
requiring the President to propose a way for the
financial sector to pay back taxpayers so that not
one penny of TARP-related debt is passed on
to the next generation. The Administration is
therefore calling for a Financial Crisis Responsi-
bility Fee on the largest Wall Street and financial
firms that will last at least 10 years, but longer
if necessary, to compensate taxpayers fully for
the extraordinary support they provided. This
fee would be limited to financial firms with over
$50 billion in assets. As it would be based on an
institution’s size and exposure to debt, it would
also further the Administration’s financial reform
goals by providing a check against the risky
behavior that contributed to this crisis.

Close the Carried Interest Loophole for
Wealthy Investment Managers. The Adminis-
tration supports reforming our tax code to ensure
that the income earned by investment managers
is treated the same way as income earned by mid-
dle-class families. Currently, a loophole in our tax
system allows some investment managers to cut
their tax bills by more than half by treating their
earned income as capital gains—which is taxed at
a 15 percent rate, far less than the marginal tax
rate that would otherwise apply. By closing this
loophole, we will recognize the “carried interest”
earned by these investment managers for what it
is—ordinary income that should be taxed at ordi-
nary income tax rates. This measure would raise
$24 billion over the next 10 years.

Allow the Bush Tax Cuts for Households
Earning More Than $250,000 to Expire. In
the last Administration, those at the very top en-
joyed large tax breaks and income gains while
almost everyone else struggled and real income
for the middle class declined. Our Nation cannot
afford to continue these tax cuts, which is why
the President supports allowing those tax cuts
that affect families earning more than $250,000 a
year to expire and committing these resources to
reducing the deficit instead. This step will have
no effect on the 98 percent of all households who
make less than $250,000.
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Reduce the Itemized Deduction Write-off
for Families with Incomes over $250,000.
Currently, if a middle-class family donates a dol-
lar to its favorite charity or spends a dollar on
mortgage interest, it gets a 15-cent tax deduction,
but a millionaire who does the same enjoys a de-
duction that is more than twice as generous. By
reducing this disparity and returning the high-
income deduction to the same rates that were in
place at the end of the Reagan Administration,
we will raise $291 billion over the next decade.

Reform the Taxation of International
Income and Eliminate Other Corporate
Loopholes. The American corporate tax code is
riddled with inefficiencies and loopholes, includ-
ing the fact that it allows companies to indefi-
nitely defer the payment of U.S. taxes on foreign
income while immediately benefiting from the
tax deductions associated with these activities.
It also allows many companies to take advantage
of transfer pricing to shift income earned in the
United States to lower-tax countries. The Budget
will reform and end these practices.

Eliminate Funding for Inefficient Fossil
Fuel Subsidies. As we work to create a clean
energy economy, it is counterproductive to spend
taxpayer dollars on incentives that run counter
to this national priority. To further this goal and
reduce the deficit, the Budget eliminates tax pref-
erences and funding for programs that provide
inefficient fossil fuel subsidies that impede in-
vestment in clean energy sources and undermine
efforts to deal with the threat of climate change.
We are eliminating 12 tax breaks for oil, gas, and
coal companies, closing loopholes to raise nearly
$39 billion over the next decade.

Recommit to Cutting the Deficit in Half
by the End of the President’s First Term.
Even though he entered office facing an historic
economic and financial crisis, the President com-
mitted his Administration to cutting the deficit
he inherited upon taking office in half by the end
of his first term. Since then, it has become clear
that the recession was worse than anyone thought

at the beginning of 2009, costing the Govern-
ment even more in assistance and lost revenue.
Nonetheless, the President remains committed
to cutting in half by the end of his first term the
deficit he inherited on January 20, 2009.

Streamlining What Works, Eliminating
What Doesn’t

Now more than ever, it’s critical that taxpayer
dollars are not wasted on programs that do not
work, are duplicative, or are out-of-date. Allow-
ing taxpayer dollars to be wasted in this way is an
irresponsible use of funds and an irresponsible
abuse of the trust the American people put in its
elected leaders. Instead of accepting business as
usual, we need to streamline programs that work
and fix or eliminate those that do not. We need to
instill a new responsibility for taxpayer dollars,
and modernize government to deliver better ser-
vices to the American people for less. To accom-
plish this, the Administration will:

Terminate or Consolidate Outdated or
Ineffective Programs. Too often programs
and practices persist because of inertia. The
President sought to change this mentality by
having his Administration conduct a line-by-line
review of the Federal budget. In his first Cabinet
meeting, he challenged the assembled agency
heads to find at least $100 million in collective
cuts to their administrative budgets, separate
and apart from those identified in the 2010
Budget. They responded by identifying 77 cost-
saving measures—amounting to $243 million
in savings through 2010. In addition, as part of
the 2010 Budget, the President identified 121
programs for reduction, termination, and other
savings amounting to $17 billion in savings.
While recent administrations have seen between
15 to 20 percent of their proposed cuts approved
by the Congress, this year we were able to see
60 percent become law. Building on that, the
President is proposing more than 120 savings
proposals totaling approximately $23 billion.



THE BUDGET FOR FISCAL YEAR 2011

41

Freeze Pay and Eliminate Bonuses
for Senior Political Appointees. The
Administration values the essential work of our
talented Federal employees, but at a time when
millions of Americans are without work and
millions more are going without bonuses and
raises, the Federal Government too must cut
back. Last year, the President ordered a freeze of
White House senior staff pay. And for 2011, the
Administration proposes to extend this pay freeze
to all senior political appointees throughout the
Federal Government and continue the policy of
no bonuses for all political appointees.

Reduce Improper Payments. Each year,
taxpayers lose billions of dollars in wasteful, im-
proper payments by the Federal Government to
individuals, organizations, and contractors who
inadvertently or deliberately overbill the Gov-
ernment. In 2009, the Administration was able
to identify improper payments totaling $100 bil-
lion—a figure driven by improved detection and
the significant increase in Federal outlays associ-
ated with the economic downturn and recovery.
In response, agencies will be implementing an
Executive Order the President signed at the end
of 2009 to rein in improper payments. First, we
will bring more transparency to these errors by
creating an online dashboard of key indicators
and statistics so that the public can access infor-
mation on improper payments, view payment er-
ror rates by agency and program, and see a list
of the most egregious actors. Second, we will
hold agencies accountable for reducing improper
payments while maintaining program access,
through—among other steps—designating one
Senate-confirmed appointee to be accountable to
the President for meeting improper payment re-
duction targets and consolidating program integ-
rity activities. Third, we will provide incentives
for States, agencies, and recipients to report and
reduce payment errors by using rewards—such
as allowing States that reduce improper pay-
ments—to recoup more Federal grant dollars to
cover administrative expenses, and use punish-
ments, such as financial penalties on contractors
who do not timely disclose an improper payment
Lastly, the Administration is launching the Part-
nership Fund for Program Integrity Innovation,

an initiative which focuses on improving service
delivery, payment accuracy, and administrative
efficiency in Federal assistance programs while
reducing access barriers for beneficiaries.

Cut Waste in Contracting. Since 2002,
Federal spending on contracts has more than
doubled to more than $500 billion. From 2002 to
2008, the value of contracts awarded without full
and open competition increased by 129 percent—
from $82 billion to $188 billion. The President
has charged Federal departments and agencies
with saving $40 billion annually by 2011 through
terminating unnecessary contracts, strengthening
acquisition management, ending the overreliance
on contractors, and reducing the use of high-risk
contracts. In the first year of this effort, agencies
have identified more than $19 billion of savings
in 2010—on track to meet the $40 billion target.
In 2011, the Administration will work with
agencies on furthering their contracting reform
efforts so that the $40 billion target is met. In
addition, we will explore ways to gain additional
savings through leveraging the purchasing power
of the Federal Government. We are also making
significant investments in the acquisition
workforce to make sure agencies have adequate
capacity to oversee and manage contracts—and
ultimately to save money and provide better
services to the American people. The Department
of Defense also will further reduce its use of high-
risk contracts by 9 percent and take steps to
ensure that military requirements for weapons
are reasonable, program costs and schedules are
realistic, and acquisition funding is stable.

Increase Accountability in, and Reduce
the Number of, Earmarks. For too many years,
the use of earmarks went virtually unchecked.
Projects were inserted into legislation without
any scrutiny or identifiable sponsor. Billions of
taxpayer dollars were spent without examination
by any committee or either branch of Congress.
In 2007 and 2008, the Congress worked to end
these abusive practices. Anonymous earmarks
were eliminated and replaced with transparency
measures so people can see who is spending their
tax dollars and why. Yet, even with the changes,
earmark overuse and abuse have continued. The
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President has put forward core principles for sig-
nificant earmark reform: earmarks must have a
legitimate public purpose and be subject to public
scrutiny; members of Congress must disclose pub-
licly their earmark requests; and any earmark for
a for-profit private company should be subject to
the same competitive bidding requirements as
other Federal contracts. The 2010 appropriations
bills showed progress, with earmarks reduced in
cost by more than 23 percent or more than $3
billion. The Administration will continue to work
with the Congress to reduce earmark overuse
and abuse.

Rigorously Evaluate Program Perfor-
mance. In order to drive evidence-based deci-
sions about what works and what doesn’t, the
Administration is aggressively expanding its
program evaluation efforts. In response to the
Office of Management and Budget (OMB) guid-
ance, 17 agencies submitted a total of 61 specific
proposals ranging from new efforts to evaluate
the efficacy of new investments in early child-
hood education to a proposal to determine which
approaches to foreign assistance are most effec-
tive in reducing poverty in poor countries. In the
Budget, the Administration will fund 23 of the
most promising new program evaluations and
strengthen evaluation capacity in other agencies.
All major evaluations planned or underway will
be posted online from the time they are started,
so that agencies cannot hide negative findings.

Close the Technology Gap. Twenty years
ago, when people came to work for the Govern-
ment, they had access to the world’s best tech-
nology. Today, Government employees often have
better technology at home than at work. The
Federal Government spends tens of billions of
dollars on information technology (IT), but frag-
mentation, poor project execution, and the drag
of legacy technology has not delivered the pro-
ductivity and performance gains to government
that are found when IT is deployed effectively in
the private sector. Under the leadership of the
Federal Chief Information Officer, the Adminis-
tration is continuing its efforts to close the gap in
effective technology use between the private and
public sectors. Specifically, the Administration

will continue to roll out less intensive and less
expensive cloud-computing technologies; reduce
the number and cost of Federal data centers; and
work with agencies to reduce the time and effort
required to acquire IT, improve the alignment of
technology acquisitions with agency needs, and
hold providers of IT goods and services account-
able for their performance.

Centralize Provision of Information Tech-
nology Services for Non-Military Agencies.
As technology and IT management practices
continue to evolve rapidly, it is critical that the
Government is able to adapt to these changes
to achieve greater efficiency and effectiveness.
Following examples set by the Department of
Defense (DOD), several State governments, and
best practices in private industry, the Adminis-
tration will establish one or more efficient, cen-
tralized IT service providers for non-military
agencies. Centralizing Federal IT services will
reduce duplicative and wasteful spending; reduce
facility space usage; increase security; improve
service delivery; and reduce energy consumption.
It is projected that this approach could prevent
billions in increased costs across the Federal
Government over the next few years.

Hold Agency Leaders Accountable for
Specific Goals. Government leaders must
make hard choices about the priorities that mat-
ter most to the American people and then do
what it takes to deliver on those objectives. This
has historically been difficult, however, because
senior political leaders tend to focus on policy
development rather than on management and
implementation. To encourage senior leaders
to deliver results against the most important
priorities, the Administration launched the High-
Priority Performance Goal initiative. Building on
this effort in the 2011 Budget, the Administration
is requiring agency heads to commit to a limited
number of priority goals that matter to the pub-
lic. The goals must have ambitious targets to
be achieved within 24 months without the need
for new resources or legislation, and have well-
defined, outcomes-based measures of progress.
OMB will work with agencies to help them to
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achieve their goals and spread this management
approach throughout their organizations.

Revamp the Federal Hiring Process. High-
performing companies and other forward-looking
employers view their people as their key asset
and are constantly re-evaluating and improving
their approaches to attracting, motivating, and
developing the best talent. However, the Federal
hiring process currently takes over 150 days on
average and requires far too many steps involving
many different people. Often, government loses
top talent to faster moving competitors. In the
past year, most agencies have ended the “black
box” of the Federal hiring process by notifying ap-
plicants of their status online at four steps in the
process. To fix the hiring process, OMB and the
Office of Personnel Management have initiated
an effort to streamline hiring to achieve major re-
ductions in the hiring times by the end of 2010.
Going forward, we plan to increase the quality of
applicants through innovative recruitment strat-
egies, improved assessments of applicants, and
proposing necessary regulatory and legislative
changes to further streamline hiring processes
while continuing to rely on the merit-based hiring
system that has served the country so well.

Eliminate Unneeded Federal Real Estate
from the Government Books. The Govern-
ment Accountability Office in January 2003 iden-
tified Federal real property as a high-risk area of
concern because of long-standing problems with
excess and underutilized property, deteriorating
facilities, unreliable real property data, over-reli-
ance on costly leasing, and building security chal-
lenges. While the Government has made some
progress to address these chronic challenges, the
changes have been slow primarily because the
Federal real property portfolio is based on an
outmoded, outdated business model. Across the
Government, billions of dollars in physical assets
are not needed but remain on the Government’s
hands. The Administration will pursue expand-
ing the authority of agencies to retain sales pro-
ceeds while also proposing a five-year pilot to
expedite the sale of real property by streamlining
the process for select asset sales.

Opening Government Up to the
American People

The President has been clear from day one in
office: the Federal Government must break down
the barriers between it and the people it is sup-
posed to serve. Through an unprecedented Open
Government Directive, he put transparency, par-
ticipation, and collaboration at the center of the
Government’s operations. In response, every
Cabinet agency, along with the White House, has
taken a range of steps to open government up to
the American people. These include the release of
information, such as the White House visitor logs;
efforts to get citizen input and comment on execu-
tive orders; and the use of online technologies so
the public can ask questions of their Government
leaders. In addition, the Administration has
moved affirmatively to reduce special interest in-
fluence on the Federal Government through, for
example, restrictions on lobbying related to the
Recovery Act and financial stabilization efforts
and a ban on lobbyists serving on agency advi-
sory boards and commissions, bodies which had
become dominated by special interests.

Transparency not only strengthens the bond
between citizens and their Government, it also
boosts performance by strengthening account-
ability, supporting the identification of effective
practices, stimulating idea flow, and motivating
better performance. Online posting of perfor-
mance data—including agency goals, performance
trends, improper payments and IT projects—rep-
resents an important step toward creating a cul-
ture of accountability in government. Openness
also can improve the quality of the services deliv-
ered to citizens. Transparent processes allow citi-
zens to offer feedback on service quality to make
government better, improving satisfaction levels.
To further open up the government to the Ameri-
can people, the Administration will:

Publish More Government Information
Online. To increase accountability, promote
informed participation by the public, and create
economic opportunity, each Cabinet-level and
independent agency is working to make openness
standard. Timely publication of information is an
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essential component of transparency. Through
the Data.gov portal—launched in May 2009 with
just 47 sets of data—the public now can iden-
tify, examine, download, and cross-analyze more
than 118,000 Government data sets. In 2011,
the Government will expand Data.gov with pre-
viously unpublished, high-priority information,
offered in open formats. Federal departments
and agencies also will create open Government
websites to serve as a gateway for access to their
transparency activities.

Update Regulations to Allow the Use of
New Technologies. Improvements in technolo-
gy, in many places, have outpaced the regulations
put in place to govern its use. In some cases, those
regulations never anticipated the advances made.
In response, OMB, in consultation with the Chief
Technology Officer, will review Government-wide
information policies, such as the Paperwork
Reduction Act and the Federal cookies policy,
which may need updating or clarifying to allow
agencies to utilize new technologies that fully
promote open government.

Launch New Tools to Track Regulations.
The Federal regulatory process is opaque, yet
critically important to the economy and lives of
Americans. Greater transparency will help to
break down barriers to participation in the gov-
ernment and understanding of its actions. The
Administration will launch a new regulation
tracking portal to make it easier to track specific
regulations under review—where they are in the
process, what the key deadlines are, and when
the review will be completed. The public also will
be able to track rules in the aggregate by agency,
to see which have been identified as economically
significant, and to link to sites where comments
can be offered to help shape the final rule.

Make It Easier to Track How Taxpayer
Dollars Are Spent. For too long, Americans
have been in the dark about how their tax dol-
lars are spent. They pay their taxes, but have
no clear, concise way to track how and where the
money is spent and what it accomplishes. The
Administration is committed to pulling back the
curtain on Government spending and will launch
a new tracking tool with daily updates that will
provide citizens with the ability to see aggregate
spending by agency and also by geographic area.
A new search engine will allow the public to cus-
tomize their information by location, by agency,
or by timeframe. This innovative development
will allow people to have a greater understanding
of how their Government works, and hold officials
accountable for responsible spending decisions.

Create an Online Citizen Engagement
Platform. With the growing number of social
media tools available, citizens are demanding
more engagement with their Government in
new, innovative ways. The Citizen Engagement
Platform (CEP), a joint collaboration between the
General Service Administration and OMB, will
increase the Government’s ability to interact and
collaborate with citizens and provide a simple,
cost-effective vehicle for agencies to access tools
and guidance to be successful in those endeavors.
The CEP will build on pilots launched last year
by continuing to identify new technology appli-
cations to enable intra-agency and interagency
collaboration and create a coordinated process for
identifying tools and eliminating the redundant
work presently carried out by agencies imple-
menting new social media tools.



DEPARTMENT OF AGRICULTURE

Funding Highlights:

Promotes economic and job creation opportunities for rural America by focusing on five core
areas: access to broadband services, innovative local and regional food systems, renewable
energy programs, climate change, and rural recreation.

Provides $7.6 billion for the Special Supplemental Nutrition Program for Women, Infants, and
Children (WIC) to serve all eligible individuals.

Provides $10 billion over 10 years for a strong Child Nutrition and WIC reauthorization.

Provides $50 million for a new “Healthy Food Financing Initiative” to bring grocery stores and
other healthy food retailers to underserved communities.

Provides $429 million, the highest funding level ever, for competitive grants through the
Agriculture and Food Research Initiative.

Refocuses Forest Service resources to support watershed and ecosystem improvement
efforts.

Supports the Department’s effort to reduce foodborne illnesses from products inspected by
USDA.

Funds several important conservation efforts such as improving water quality, restoring and
protecting almost 200,000 additional acres of wetlands, and reducing nutrient loading in the
Chesapeake Bay.

Enhances the Department’s efforts to promote U.S. agricultural exports by increasing
assistance to develop and maintain overseas markets and reduce foreign trade barriers and
other practices that hinder agricultural exports.

Targets farm payments to those who need—and can most benefit from—assistance, and
reforms the crop insurance program by renegotiating the Government's agreement with crop
insurance companies.

The U.S. Department of Agriculture (USDA)
provides leadership on issues related to food,
agriculture, rural development, and natural re-
sources based on sound public policy, the best
available science, and efficient management.
USDA focuses on further developing alternative

markets for agricultural products and activi-
ties, providing financing needed to help expand
job opportunities and improve housing, utilities,
and infrastructure in rural America. The De-
partment also works to enhance food safety by
taking steps to reduce the prevalence of food-
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borne hazards, improve nutrition and health by
providing food assistance and nutrition educa-
tion and promotion, support international agri-
cultural and economic development, and man-
age and protect America’s public and private
lands by working cooperatively with other levels
of government and the private sector. The Presi-
dent’s Budget provides $26 billion in discretion-
ary budget authority to support this important
mission.

Supports Growth and Job Creation in
Rural America. The President’s Budget sup-
ports USDA’s Rural Innovation Initiative, which
is designed to promote economic opportunity
and job creation in rural communities. To sup-
port this innovative approach, USDA plans to
set-aside roughly 5 percent of the funding from
approximately 20 existing programs and allocate
these funds competitively among regional pilot
projects tailored to local needs and opportunities.
This targeting effort will allow USDA to priori-
tize areas with the greatest need and potential
by encouraging comprehensive and innovative
approaches to foster rural revitalization.

The Budget also helps lay the foundation for
job creation and expanded economic opportunities
throughout rural America by:

e Expanding access to broadband services by
offering $418 million in loans and grants to
transition rural communities into the mod-
ern information economy.

e Nurturing local and regional food systems
and expanding access to healthy foods for
low-income Americans in rural and urban
food deserts.

o Funding a variety of renewable energy pro-
grams across the Department, including
support for biorefineries to utilize advanced
biomass crops, research designed to create
cellulosic and advanced biofuels, and assis-
tance to help transition fossil fuel-dependent
electric utilities to renewable energy. Taken
together, these programs support the USDA’s
effort to help America in achieving energy
independence and reducing greenhouse gas
emissions.

e Supporting the President’s climate change
policy by promoting activities including car-
bon sequestration, renewable energy, and
water conservation. In addition, the Budget
supports a science-based, risk-management
approach to mitigate the effects of climate
change by stressing forest and watershed
resiliency designed to minimize the loss of
large carbon sinks.

e Developing rural recreation and employ-
ment opportunities, including fishing and
hunting for local residents and tourists by
proposing more than $700 million to re-
store and manage public lands. The Bud-
get also fully funds the Voluntary Public
Access and Habitat Incentive Program,
which encourages private landowners to
voluntarily open their land to the public
for hunting and fishing.

Strengthens Nutrition Assistance and
Promotes Healthy Eating. At a time of
continued need, the President’s Budget provides
$8.1 billion for discretionary nutrition program
supports, which is a $400 million increase over the
2010 enacted level. Funding supports 10 million
participants in the WIC program, which is criti-
cal to the health of pregnant women, new moth-
ers, and their infants. The Budget also supports a
strong Child Nutrition and WIC reauthorization
package so that schoolchildren have access to
healthy meals and to help fulfill the President’s
pledge to end childhood hunger. The Budget pro-
vides $10 billion over 10 years for program re-
forms aimed at improving program access, estab-
lishing high standards for the nutritional quality
of food available in school, exploring new strat-
egies for reducing hunger and improving chil-
dren’s food choices, and strengthening program
management.

Responds to the Needs of Low-Income
Americans. The President continues to sup-
port the nutrition provisions incorporated in
the American Recovery and Reinvestment Act
(ARRA). Participants in the Supplemental Nutri-
tion Assistance Program (SNAP) will continue to
receive enhanced benefits at an average value of
about $20 per person per month. The Budget also



THE BUDGET FOR FISCAL YEAR 2011

47

proposes to extend the ARRA provision in SNAP
that temporarily eliminates the time limits for
certain working-age, low-income adults without
dependents for an additional fiscal year. This
extension helps remove access barriers to SNAP
and increase food purchasing power among some
of the hardest-to-reach populations.

Increases Funding for the Agriculture and
Food Research Initiative. The Budget pro-
vides $429 million, the largest funding level ever,
for competitive peer-reviewed research grants
through the Agriculture and Food Research Ini-
tiative. This increase is designed to foster a more
robust research program within USDA with
special emphasis related to the following five
core areas: climate change, bioenergy, childhood
obesity, world hunger, and food safety.

Focuses Forest Restoration Resources.
The President’s Budget focuses Forest Service
resources to support more watershed and ecosys-
tem improvement efforts based upon a variety of
management actions, including mechanical re-
moval of timber, road decommissioning, and wild-
life habitat improvement. The Budget adopts an
ecosystem-based approach to forest management
that focuses on enhancing forest and watershed
resiliency, preventing the loss of large carbon
sinks, and maintains jobs. To address the need
to protect forest resources and wildlife habitat
in an era of global climate change, the Budget
establishes a pilot program for long-term, land-
scape scale restoration activities that empha-
size resiliency, health, and sustainable economic
development.

Budgets Responsibly for Wildfires. The
Budget fully funds the 10-year average cost of
fire suppression and includes a $282 million dis-
cretionary funding reserve to be used only when
the $1.2 billion in appropriated 10-year average
funding is exhausted. The Budget also priori-
tizes hazardous fuels reduction activities in the
wildland-urban interface where they are most ef-
fective—particularly in communities that are on
track to meet Firewise standards, have identified
acres to be treated in Community Wildfire Pro-
tection Plans (or the equivalent), and have made

an investment in implementing local solutions to
protection against wildland fire.

Enhances Food Safety. The President’s
Budget takes important steps to improve the
safety of the Nation’s supply of meat, poultry, and
processed egg products and works to make cer-
tain that these products are wholesome and accu-
rately labeled and packaged. Consistent with the
recommendations of the President’s Food Safety
Working Group, the Budget supports increas-
ing regulatory testing and baseline studies and
strengthening USDA’s Public Health Epidemiol-
ogy Program to support the inter-agency Feder-
al-State Foodborne Disease Outbreak Response
Team. These efforts will contribute toward a
reduction in foodborne illness and improvements
in public health and safety.

Supports Conservation on Private Lands.
The Budget will accelerate the protection of our
natural resources by strategically targeting fund-
ing to high priority program areas. This includes
funding the Wetlands Reserve Program at a level
to enable the restoration and protection of almost
200,000 additional acres of wetlands, providing
over $1.2 billion for the Environmental Quality
Incentives Program to help farmers comply with
regulatory requirements and protect natural re-
sources, providing a 67 percent increase in fund-
ing over the 2010 enacted level to reduce nutrient
loading in the Chesapeake Bay, and enrolling 12
million acres into the Conservation Stewardship
Program to improve water quality and enhance
energy efficiency. The Budget also provides fund-
ing to support the installation of high-impact tar-
geted conservation practices on 1.5 million acres
in priority landscapes, including the Bay-Delta
region in California and the Upper Mississippi.

Promotes Agricultural Exports. The Bud-
get includes $54 million in discretionary funding
to enhance USDA’s efforts to promote the export
of U.S. agricultural products. This funding will
double the Department’s cost-share assistance
to agricultural trade associations in support of
overseas market development activities, such as
technical assistance and market research ($35
million); increase exporter assistance, in-country
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market promotions, and trade enforcement activ-
ities to remove non-tariff trade barriers, such as
unwarranted sanitary and phytosanitary stan-
dards placed on U.S. commodities by other coun-
tries ($10 million); and double a grant program to
assist U.S. specialty crop producers in overcom-
ing sanitary, phytosanitary, and other technical
barriers to trade ($9 million).

Reforms Farm Payments and Delivery of
Crop Insurance. The Budget proposes to limit
farm subsidy payments to wealthy farmers by re-
ducing the cap on direct payments by 25 percent
and reducing the Adjusted Gross Income (AGI)
payment eligibility limits for farm and non-farm
income by $250,000 over three years. The Farm
Bill currently precludes an individual or an entity
from receiving any benefit in a year where their
non-farm AGI exceeds $500,000 and precludes
receipt of any direct payments when their farm

AGI exceeds $750,000. This proposal would allow
USDA to target payments to those who need and
can benefit from them most, while at the same
time preserving the safety net that protects farm-
ers against low prices and natural disasters. The
Budget also includes a proposal that will save
billions of dollars by reforming how the Federal
Government administers the crop insurance pro-
gram. Crop insurance companies currently ben-
efit from huge windfall profits due to the struc-
ture and terms of the Government’s contract with
the companies, called the Standard Reinsurance
Agreement (SRA). Through the SRA renegotia-
tion process, which will occur in 2010, USDA will
pursue reforms to the financial terms in the SRA
that will allow the Department to offer the same
program benefits to farmers and ranchers with
significantly reduced costs—saving $8 billion
over 10 years.

Department of Agriculture
(In millions of dollars)

Actual Estimate
2009 2010 2011
Spending
Discretionary Budget Authority:
Commodities and INternational ............ccvevernenninree e 3,240 4,253 4,099
Rural DeVEIOPMENL ......c.cviviiecieiersccete e 2,597 2,983 2,646
FOrESt SEIVICE ..ottt 4,757 5,316 5,377
CONSEIVALION ... 968 1,009 964
Food and NULTItION SEIVICE .......cceviiiriiieiiesies e 7,300 7,880 8,132
RESBAICH ... 2,648 2,846 2,723
Marketing and Regulatory Programs ... 2,012 2,095 2,057
Central AdMINISIFAtION .....c.veirieeiceree s 510 636 663
Subtotal, excluding items DEIOW ..........ccevrieurirriereree e 24,032 27,018 26,661
RECEIPLS vt -58 -70 -71
Legislative proposal, Rural Housing receipts ........c.cocoeoevvnreeennencenee — — -7
Mandatory Savings PropoSalS ...........cveeeeeriererieermeiresiersiseesesese s — — 812
Total, Discretionary budget aUthOrity ...........ccevenerinse e 23,974 26,948 25,771
Memorandum:
Budget authority from American Recovery and Reinvestment Act ................. 6,892 — —
Budget authority from supplementals .............ccccovunn... 1,366 400 —
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(In millions of dollars)

Actual Estimate
2009 2010 2011
Total, Discretionary OUHAYS ........cccvveirirrrreceerrereeee e 25,063 28,402 27,143
Memorandum: Outlays from American Recovery and Reinvestment Act ....... 507 1,831 1,499
Mandatory Outlays:
Food and NULFtION SEIVICE ......cocvveevvereeiereeiesieesesies s, 66,210 78,406 82,393
Commodity Credit COrporation ............ccveeeenieniesseessessesesissens 11,411 14,224 12,664
CrOP INSUANCE ...veviviiecvete ettt 7,889 6,954 7,555
Natural Resources Conservation SErViCe ........ccovvvvvreeeesererevererenenas 1,584 2,124 2,772
Agricultural Marketing SErVICE ......ccovvierrenresreessesee s 1,106 1,276 1,270
FOrESE SEIVICE ...t 816 874 757
Rural Development including liquidating accounts ..........c.cocoeeeevvernneee -152 -933 -2,133
Receipts, reestimates and all other programs ...........ccccceeveerienneeenennnn. —4,615 -1,980 -132
Total, Mandatory QUIAYS .......cccovrviiriiiiiiirs e 84,249 100,945 105,146
Memorandum: Outlays from American Recovery and Reinvestment Act ....... 4,626 10,843 11,966
TOtal, QUHAYS ..eocveveecieiie e 109,312 129,347 132,289
Credit activity
Direct Loan Disbursements:
FarmM LOANS ..ottt et 1,825 2,280 1,745
Commodity Credit COrporation ............ocveeeenenneeeseesnssesseesesenens 8,291 8,593 8,346
Rural ULIlIHIES SEIVICE .....cvcveverererctiviceeeeeecereee s 6,005 8,820 10,836
Rural HOUSING SEIVICE ......cuveieiiieirieiriceiseiesee s 2,042 4,300 4,116
RUral BUSINESS SEIVICE .......coucveieeieeiereeceeeeeve s — 1 17
PLoABO oottt 32 62 —
All Other PrOGraMS.......cvueuerrereirrisre s sssessessnsns 60 84 80
Total, Direct loan diSbursemMents ...........cccccvvvveeeisecc s 18,255 24,140 25,140
Guaranteed Loan Commitments:
Farm LOANS ...ovvcirce ettt nenenas 2,594 2,759 2,439
Commodity Credit COrporation ............cccceevereeresiieicee s 5,357 5,448 5,500
Rural ULIIES SEIVICE ..vcvcvviecvcrereieicectete et 5 22 32
Rural HOUSING SEIVICE ......cvvieeeriieireriricieeneeisee s 14,166 14,200 13,627
Rural BUSINESS SBIVICE ....cvcvcvevevieiicictceeiececeeeeeee et 1,110 2,158 2,275
Total, Guaranteed [0an COMMIIMENES ........oovveeeeevieiceiisisccer s 23,232 24,587 23,873
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Funding Highlights:

rights, and deploying broadband.
abroad.

clusters.

* Invests in American economic competitiveness and job creation by promoting innovation in
manufacturing, advancing standards research and technology, protecting intellectual property

* Promotes opportunities for American exporters in new markets and reduces barriers to sales
* Invests in smarter economic development through the promotion of regional innovation

* Advances climate science and services and supports critical satellite programs to monitor the
Earth’s weather and climate as well as global sea-level change.

* Implements the President’s National Ocean Policy by supporting coastal zone management
and marine spatial planning, expanding catch-share based fisheries management, and
accelerating research on ocean acidification.

e Invests additional resources to improve economic and household statistics to analyze our
economic health more accurately and target Government funds more precisely.

The Department of Commerce (DOC) has a
broad mandate to advance economic growth,
jobs and opportunities for the American people.
It has cross-cutting responsibilities in the areas
of trade, technology, entrepreneurship, economic
development, environmental stewardship, and
statistical research and analysis. To support this
important work, the 2011 Budget allocates $8.9
billion to DOC.

Invests in America’s Innovation and
Competitiveness. The Budget includes $712
million for National Institute of Standards and
Technology (NIST) laboratories as part of the
President’s Plan for Science and Innovation. This
funding will support advanced measurement and
standards development at NIST that will facilitate

the economy-wide development and adoption of a
wide variety of new technologies, ranging from
nanotechnology and computer security advances
to energy conservation systems. The Budget also
provides $80 million for the Technology Innovation
Program, which invests in high-impact research
that will address critical national needs and
advance innovation. The Hollings Manufacturing
Extension Partnership will receive $130 million
to enhance the competitiveness of the Nation’s
manufacturers by facilitating the adoption of
more efficient manufacturing processes. In
addition, the President’s Budget gives the U.S.
Patent and Trademark Office (USPTO) full access
to its fee collections and will strengthen USPTO’s
efforts to improve the speed and quality of patent
examinations through a fee surcharge.
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Promotes American Exports. The Budget
provides $534 million, a 20-percent increase, to
the International Trade Administration (ITA), so
it can help launch the National Export Initiative,
a broader Federal strategy to increase American
exports. ITA will strengthen its efforts to pro-
mote exports from small businesses, help enforce
free trade agreements with other nations, fight to
eliminate barriers to sales of U.S. products, and
improve the competitiveness of U.S. firms.

Expands Access to Broadband. Broadband
is a central part of the infrastructure necessary
for the economy to create jobs and thrive in this
century. During 2011, Commerce’s National Tele-
communications and Information Administration
will focus on administering the $4.7 billion pro-
gram to expand broadband deployment, as well
as programs to improve broadband adoption and
data collection, which were funded by the Ameri-
can Recovery and Reinvestment Act. The Budget
will also achieve savings by eliminating the
Public Telecommunications Facilities Program,
consolidating support for public broadcasters into
the Corporation for Public Broadcasting.

Enhances Regional Economic Competi-
tiveness. Competitive, high-performing regional
economies are essential to national growth. The
Budget supports growth strategies based on stron-
ger regional clusters of economic activity through
funding in the Department’s Economic Develop-
ment Administration (EDA), the Small Business
Administration (SBA), as well as the Department
of Labor with other agencies in key support roles.
As part of the Administration’s place-based ini-
tiative, the Budget provides $75 million in region-
al planning and matching grants within EDA to
support the creation of Regional Innovation Clus-
ters that leverage regions’ competitive strengths
to boost job creation and economic growth.

Supports Improvements in Weather Fore-
casting, Climate Monitoring, Fisheries Man-
agement, and Ocean Programs. The Budget
maintains continuity of National Oceanic and
Atmospheric Administration (NOAA) satellite
coverage needed for monitoring weather and
climate by providing over $2 billion to fund the
development and acquisition of NOAA’s polar
orbiting and geo-stationary weather satellite
systems, satellite-borne measurements of sea
level and other climate variables, and other
space-based observations. The Budget supports
enhancements to climate science and services, in-
cluding improved modeling and assessments at
global and regional levels. The Budget advances
the President’s National Ocean Policy with fund-
ing for coastal zone management and planning,
competitive grants in support of regional ocean
partnerships, integrated ecosystem assessments,
catch-share based fisheries management, and
research on ocean acidification.

Strengthens Key Statistical Programs.
The Budget provides $1.3 billion to the Census
Bureau to process, tabulate, and release 2010
Census data, conduct extensive evaluations of
the census, improve the data collection methods
of the American Community Survey, and begin a
continuous update process of the Census Bureau’s
geospatial and address data, which is expected to
produce long-run cost savings. These initiatives
will provide more accurate data for decision-mak-
ers at all levels of government and in the private
sector. Funds are also provided to prepare for the
2012 Economic and Government Censuses and to
improve an important measure of poverty. Final-
ly, the Budget provides additional funding for the
Bureau of Economic Analysis to develop new data
series on key economic sectors (such as manufac-
turing and retail trade) and household consump-
tion, income, and expenses. These measures
will provide policymakers more timely, detailed,
and robust data on the state of the business and
household sectors of the economy.
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Department of Commerce
(In millions of dollars)

Actual Estimate
2009 2010 2011

Spending
Discretionary Budget Authority:
Departmental Management:

Salaries and EXPENSES .......cvvieeinirinieiseesessesse s 53 58 66
Steel Loan Program ..o ssessenes — — 43
Herbert C. Hoover Building Renovation ... 5 22 17
Office of the Inspector GENeral .........ccovvevierrenreerieses e 28 27 29
Subtotal, Departmental Management ...........ccccoevveveesirceisesseeieens 86 107 69
Economic Development Administration:
Salaries and EXPENSES .....covviiciciisecee e 37 38 40
Economic Development Assistance Programs ...........ccccovveenicrnenne 221 255 246
Regional Innovation Cluster Initiative (non-add) ............ccccccuveveneeneenn. — 50 75
Subtotal, Economic Development Administration ..........cccoeveeerviiennee. 258 293 286
Bureau of the Census:
Salaries and EXPENSES .....ccvvvviiicisccce e 234 259 280
Periodic Censuses and Programs ...........ccveeeeeerenmeenesenessesenssesnesees 2,905 6,966 987
Decennial Census (NON-add) ............ccccecvurrvvererreerssisrssiessssssssssassnsens 2,689 6,751 740
Subtotal, Bureau of the CENSUS ........c.oveevereeeeeeeeeeeeeeeeereeesese e seseeseens 3,139 7,225 1,267
Economics and Statistics Administration ...........cccccceevieniennesnieninenns 9 97 113
International Trade AMINISIAtion ..........cccoereereerrrnrenieerensece e 420 446 534
Bureau of Industry and SECUILY ........cocevvvieerrree s 84 100 113
Minority Business Development AGENCY ........coocvereceernieenenseneneeenneeenns 30 32 32
National Oceanic and Atmospheric Administration:
Operations, Research, and FaCilities ...........ccovveerieriesicsieesnnnn, 3,130 3,413 3,408
Procurement, Acquisition and Construction ............cccccvvvvvcenvireenen 1,242 1,358 2,184
Other ACCOUNTS ....oveeieiiciieie et 82 82 -38
Subtotal, National Oceanic and Atmospheric Administration ................... 4,454 4,853 5,554
Patent and Trademark Office:
Program LEVEL .........cvcieiicee e 1,899 1,887 2,322
FBES ot -1,901 -2,003 -2,322
Subtotal, Patent and Trademark OffiCe ........cocovvrirrirerrenninsiesreis -2 -116 —
National Institute of Standards and Technology:
Scientific and Technical Research Services .........ccoovvvvninninninnns 478 520 587
Industrial TeChnolOgy SEIVICES ......vviivreireirirrireirseiesee s 170 195 210
Technology Innovation Program (non-add) .........cccceveeeeereeeennnenernenenns 60 70 80
Manufacturing Extension Partnership (non-add) ........cc.ccovveevnivinenee 110 125 130
Construction of Research Facilities ..........cocovvnirnennenninsceenes 172 147 125

Subtotal, National Institute of Standards and Technology ...........c.ccreenee. 820 862 922



54 DEPARTMENT OF COMMERCE

Department of Commerce—Continued
(In millions of dollars)

Estimate
Actual
2009 2010 2011

National Telecommunications and Information Administration:

Salaries and EXPENSES ........cvviveiieiriereeeessiesee e 16 20 22
Broadband Technology Opportunities Program Administration ............ — — 24
Public Telecomm. and Facilities Planning and Construction ................ 18 20 —
Subtotal, National Telecommunications and Information Administration .. 34 40 46
AlTOTNET e -2 -7 -8
Total, Discretionary budget authority ..........ccoceverrnrnninrere s 9,412 13,932 8,928
Memorandum:
Budget authority from American Recovery and Reinvestment Act ........... 7,845 -128 —
Budget authority from sUpplementals ............ocoeeevvevvrsesrsessarenenns 40 — —
Total, DisCretionary OUIAYS .......cccovveeerririceerseeee e 8,967 13,535 8,953
Memorandum: Outlays from American Recovery and Reinvestment Act ... 566 2,473 2,249
Mandatory Outlays:
Digital Television Transition and Public Safety Fund ..............ccoceneunee. 1,296 506 125
Grants to Manufacturers of Worsted Wool Fabrics:
EXISHNG AW .o 1 10 5
Legislative proposal ..o — — -5
AlTONET o -101 191 176
Total, Mandatory OULIAYS .........couerreerrrrreeireeeeiesesee s 1,196 707 301
Total, QUHAYS ..o 10,163 14,242 9,254
Credit activity
Direct Loan Disbursements:
Fisheries Finance Direct Loan Financing account .............cccocvninicinen. 23 23 23

Total, Direct loan disbursements ...........c.ccccovceeeeicicecceceeeeeeeeee, 23 23 23




DEPARTMENT OF DEFENSE

Funding Highlights:

e Provides $548.9 billion for the Department of Defense base budget in 2011, a 3.4 percent
increase over the 2010 enacted level.

e Includes $33.0 billion for a 2010 supplemental request and $159.3 billion for 2011 to support
ongoing overseas contingency operations, including funds to execute the President’s new
strategy in Afghanistan and Pakistan.

¢ Maintains ready forces and continues efforts to rebalance military forces to focus more on
today’s wars, and provides capabilities to deter or if necessary engage in future conflicts.

e Continues strong support for our men and women in uniform through a robust benefits
package including pay increases that keep pace with the private sector.

e Supports access to medical care to the more than 9.5 million beneficiaries: active military
members and their families, military retirees and their families, dependent survivors, and
eligible Reserve Component members and families.

e Supports wounded warrior transition units and centers of excellence in vision, hearing,
traumatic brain injury, and other areas to continuously improve the care provided to wounded,
ill, and injured servicemembers.

e Continues to reform defense acquisition, reducing its use of high-risk contracts related to
time-and-materials and labor-hours by 17 percent through the end of 2011, while modernizing
key weapons systems to provide our troops with the best technology to meet battlefield
needs, and eliminating or reconfiguring lower-priority acquisitions.

e Prioritizes resources by ending or reducing several programs, including the C-17 aircraft, the
Joint Strike Fighter Alternate Engine program, the Third Generation Infrared Surveillance
program, and the Net-Enabled Command Capability program.

e Supports a reconfigured ballistic missile defense strategy, in line with the President’s policy, to
better address current threats.

While the U.S. military is addressing ongoing
challenges—such as drawing down responsibly
in Iraq and carrying out the President’s strategy
in Afghanistan and Pakistan—the Department
of Defense (DOD) is identifying long-term stra-

tegic needs and targeting resources toward its
highest priorities. These priorities, developed
in concert with DOD’s Quadrennial Defense Re-
view, include taking care of our men and women
in uniform, rebalancing our forces to address
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both current and future conflicts, and reforming
business practices, such as developing and pur-
chasing weapons.

The 2011 Budget for DOD requests an in-
crease of $18.2 billion, or 3.4 percent, from the
2010 enacted level of $530.8 billion. This fund-
ing increase allows DOD to address its highest
priorities, such as the President’s commitment
to reform defense acquisition, develop a ballis-
tic missile defense system that addresses mod-
ern threats, and continue to provide high quality
healthcare to wounded servicemembers. In addi-
tion, the Budget will continue to incorporate into
the base those items previously funded in emer-
gency supplemental appropriations that should
be considered enduring activities that are not
driven by specific conflicts.

Supports Missions in Iraq, Afghanistan,
and Pakistan (OCQO). The President has ordered
his military commanders to send an additional
30,000 troops to Afghanistan, which will bring
the total number of U.S. forces in Afghanistan to
almost 100,000 by 2011. Meanwhile, DOD will
continue drawing down its combat forces from
Iraq, and all U.S. forces will be withdrawn from
Iraq by the end of 2011. To address the costs of
increasing military and intelligence operations in
Afghanistan and Pakistan and drawing down in
Iraq and leaving Iraq’s security forces with the
minimum essential capabilities to operate after
U.S. forces depart, the Administration is request-
ing $33.0 billion in 2010 supplemental funding on
top of the $129.6 billion already provided, and a
total of $159.3 billion for its 2011 overseas con-
tingency operations (OCO) activities. In addition
to this DOD funding, the supplemental request
will also include funding for Department of State
activities in 2010. The Budget includes placehold-
er estimates of $50 billion per year for 2012 and
beyond. These estimates do not reflect any policy
decisions about specific military or intelligence
operations, but are only intended to indicate that
some as-yet unknown costs are anticipated.

Maintains Readiness for Today’s Chal-
lenges. The Administration is committed to
providing its service members with the resources

needed to be ready to respond to the multiple,
complex, and sometimes unconventional threats
posed by today’s security environment. The
Budget includes robust funding for operations
and maintenance, covering such crucial activities
as training and operations, pay for a high qual-
ity civilian workforce, upkeep of equipment and
facilities, repair parts, fuel, and supplies.

Supports Our Nation’s Troops and Their
Families. The Budget continues the Adminis-
tration’s commitment to caring for our Nation’s
men and women in uniform and promoting the
well-being of the families who support them. To
meet this objective, the Budget includes funding
for a 1.4 percent basic pay raise that will keep
military pay increases in line with those in the
private sector. In addition to this pay raise, the
Budget also includes an average housing increase
of 4.2 percent, as well as a variety of monthly
special skill-based payments, enlistment and
reenlistment bonuses, and other benefits.

The strength of our troops relies on the strength
and stability of the families that support them,
and the Budget supports these military fami-
lies as our servicemembers answer our country’s
call to service. Overall, family support programs
grow over 3 percent above the 2010 enacted level.
Examples include:

e $1.3 billion, an increase of $87 million
over the 2010 enacted level, to expand
availability for affordable, high-quality
child care services at over 800 child devel-
opment centers both in the United States
and overseas.

e $1.9 billion, $37 million over the 2010 en-
acted level, for expanded counseling and
assistance services, from financial coun-
seling to transition and relocation assis-
tance, to help families meet the challenges
brought on by repeated deployments and
family separations.

e $84 million, an increase of $12 million
over the 2010 enacted level, for enhanced
career and educational opportunities for
military spouses through tuition assis-
tance and Federal internship programs.
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Cares for Wounded, Ill, and Injured
Servicemembers. The 2011 Budget sustains
ongoing efforts to provide high quality medi-
cal care to the over 9.5 million servicemembers
as well as military family and retiree beneficia-
ries. This includes support for wounded warrior
transition units and centers of excellence in vi-
sion, hearing, traumatic brain injury, and other
areas to continuously improve the care provided
to wounded, ill, and injured servicemembers, in-
cluding:

e $30.9 billion overall for medical care,
an increase of 5.8 percent over the 2010
enacted level.

e $669 million to provide care for traumatic
brain injury and psychological health.

e $250 million for continued support of
mental health and traumatic brain injury
research, such as the development of tools
to detect and treat post-traumatic stress,
and enhancements to suicide prevention
measures.

e Support for DOD’s efforts to update its
health information technology infrastruc-
ture, while partnering with the Depart-
ment of Veterans Affairs and the private
sector to pursue the Administration’s
goal of building a Virtual Lifetime Elec-
tronic Record to deliver care and benefits
to servicemembers and veterans with
efficiency and accuracy.

Reforms Acquisition. DOD contracts ac-
count for approximately 70 percent of all Federal
procurement spending, so DOD reform initia-
tives are critical to the Administration’s efforts
to improve Government acquisition. The 2010
Budget took important first steps to reform this
process; in 2011, DOD will continue these efforts
by terminating or delaying programs that are in-
adequately justified or not performing well. For

example, the Budget ends the C-17 aircraft pro-
gram because additional aircraft are not needed,
saving $2.5 billion. It also eliminates the Joint
Strike Fighter Alternate Engine program, sav-
ing $465 million, because this program raises
logistical, management, and cost concerns. The
Budget saves an additional $73 million by ter-
minating the Third Generation Infrared Surveil-
lance program, and instead procuring upgraded
Space Based Infrared System Satellites in the
future; it saves $8.5 million more by eliminating
the Net-Enabled Command Capability program,
which has been unable to meet its requirements
on schedule. The Department will also further
reduce its use of high-risk contracts in areas that
relate to time-and-materials and labor hours by
17 percent through the end of 2011, and take
steps so that military requirements for weapons
are reasonable, program costs and schedules are
realistic, and acquisition funding is stable.

Provides Ballistic Missile Defense to
Address Modern Threats. The Administration
is committed to a robust defense against emerg-
ing missile threats by deploying technology that
is proven, cost-effective, and adaptable for coun-
tering an evolving security environment. Start-
ing in 2011, the new Phased Adaptive Approach
will guide missile defense architecture. It will
feature incremental deployments of increasingly
capable sea- and land-based missile intercep-
tors and a range of sensors in Europe to defend
against growing ballistic missile dangers. This
phased approach will offer more effective defenses
against near-term ballistic missile threats and
augment the current defense of the U.S. homeland
against long-range ballistic missile threats. It
will provide for the defense of U.S. deployed forc-
es, their families, and our Allies in Europe soon-
er and more comprehensively than the previous
program, while reaffirming the U.S. commitment
to strengthening NATO and integrating U.S.
systems with Allied capabilities and networks.
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Modernizes Weapon Systems. A major goal
of the Administration is to provide the troops
with the most effective and modern equipment
possible. To accomplish this, the 2011 Budget
continues to develop and procure many advanced
weapons systems that support both today’s wars
and future conflicts. These include: the F-35
Joint Strike Fighter, a new family of ground vehi-

cles, new ships such as the next generation ballis-
tic missile submarine, and the P-8 aircraft. The
Budget also bolsters capabilities in Unmanned
Aerial Vehicles, helicopters, and cyber capabili-
ties and electronic warfare, which are key compo-
nents in the ongoing task of rebalancing the
military to focus on current and emerging threats.

Department of Defense
(In millions of dollars)

2009 2010 2011
Spending

Discretionary Base budget authority:

MIlIEary PEISONNEL ...cucviveiiiccicte et 125,625 134,968 138,541

Operation and MainteNaNCE ..........cevveeriririreinirieieeseeseeesee s 179,103 184,488 200,248

0 ToT 1 1=T 1 1=T ) U 100,886 104,803 112,873

Research, Development, Test and Evaluation ...........cccccvovvrvcenvinennnne 79,392 80,097 76,131

Military CONSIFUCHION ......oveveeeeieirieirceeee s 21,898 21,022 16,924

Family HOUSING .....cvviieiriiiriieises et 3,163 2,259 1,822

Revolving and Management FUNAS ........ccoierrrnnccerr e 3,155 3,118 2,380
Subtotal, Discretionary Base budget authority ..., 513,222 530,755 548,919
Discretionary Overseas Contingency Operations (OCO) budget authority:

1 (0 (=Y PR 145,741 129,648 —

Requested (2011 includes $254 million in U.S. Coast Guard funding) ..... — 33,014 159,336
Subtotal, Discretionary OCO budget authority .........ccooevrevnirniirncrnnn, 145,741 162,662 159,336
Total, Discretionary budget authority (Base and OCO) ........cccocovvrvrrrirririnnnn. 658,963 693,417 708,255
Memorandum: Budget authority from American Recovery and Reinvestment Act ..... 7,435 — —
Total, Discretionary Outlays (Base and OCO) .........ccccovvevirireereesnreereeennnn, 633,797 684,436 714,428
Memorandum: Outiays from American Recovery and Reinvestment ACt ............c........ 238 3,991 2,491
Mandatory Outlays:

EXISHNG JAW .ot 2,740 3,605 3,959
Legislative PropoSal .........coceeerieiriiiriereei e — — 408

Total, Mandatory OULIAYS .......cccceeeeieneeeceeeeeee s 2,740 3,605 4,367
TOtal, QUHIAYS vt 636,537 688,041 718,795
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Department of Defense—Continued
(In millions of dollars)

Actual

2009

Estimate

2010

2011

Credit activity

Total, Direct l0an diSDUISEMENTS ......ccevveeeiee i

172

195

200







NATIONAL INTELLIGENCE PROGRAM

Funding Highlights:

* Strengthens the capabilities of the Nation’s intelligence agencies to furnish timely, accurate,
and insightful intelligence on the capabilities and intentions of foreign powers, including

international terrorist groups.

* Supports the President’s strategy in Afghanistan and Pakistan.

e Enhances Federal cybersecurity capabilities to protect a central part of our Nation’s and

economy’s infrastructure.

* Allocates resources in support of a U.S. Government-wide counterterrorism action plan.

The National Intelligence Program (NIP)
funds intelligence activities in several Fed-
eral departments and the Central Intelligence
Agency (CIA). NIP’s budget is classified, so the
2011 Budget does not publicly disclose funding
requests for intelligence activities. This chap-
ter highlights key NIP-funded activities without
detailing funding information.

Strengthens Capabilities of our Nation’s
Intelligence Agencies. To protect America’s
national security, the Intelligence Community
(IC) provides effective intelligence collection,
the analysis of that intelligence, and the produc-
tion of finished intelligence products. The IC is
responsible for timely and effective dissemina-
tion of intelligence to those who need it, rang-
ing from the President, to heads of Executive
Departments, military forces, and law enforce-
ment agencies. To meet this country’s national
security challenges, the IC is: strengthening
its component agencies’ ability to collect intelli-
gence; maintaining the security of Federal cyber
networks; and protecting against the threat of in-

ternational terrorism in the United States. The
2011 Budget for NIP supports the Administra-
tion’s national security objectives and the new
National Intelligence Strategy. The Director of
National Intelligence, the Director of the CIA,
and Department Secretaries with intelligence
organizations will use 2011 funds to defeat ter-
rorist networks, prevent the spread of weapons
of mass destruction, penetrate and analyze the
most difficult targets of interest to U.S. foreign
policymakers, and anticipate geopolitical and
economic developments of strategic concern.

Supports the President’s Strategy in
Afghanistan and Pakistan. The Administra-
tion will request 2011 funding and supplemental
funding for 2010 to cover the costs of global intel-
ligence operations. In particular, the Budget will
support the President’s strategy in Afghanistan
and Pakistan and the additional U.S. forces being
deployed there. IC collection and analysis play
a key role in informing decision-makers at the
strategic level and supporting the war fighter at
a tactical level.
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Enhances Federal Cybersecurity Capa-
bilities. The U.S. information infrastructure—
including telecommunications and computer
networks and systems, and the data that reside
on them—is critical to virtually every aspect of
modern life. Threats to our information technol-
ogy infrastructure endanger our national and
economic security and our citizens’ privacy and,
therefore, are an important policy focus of the
Government. In 2009, President Obama directed
a comprehensive review to assess U.S. policies
and structures for cybersecurity. The 2011 Bud-
get supports actions detailed in the Cyberspace
Policy Review and continues activities begun as
part of the Comprehensive National Cybersecu-
rity Initiative.

Allocates Resources to Support a Coun-
terterrorism Plan. The National Counterter-
rorism Center (NCTC) has developed a U.S. Gov-
ernment-wide counterterrorism action plan. This
plan lays out broad strategic objectives aligned
with policy objectives to guide the overall imple-
mentation of this national strategy on counter-
terrorism. The Administration is committed to
integrating mission-based budgeting in the coun-
terterrorism area with the annual budget process
and will work with NCTC, IC, and relevant De-
partments, such as Defense, State, and Homeland
Security, to direct resources in support of counter-
terrorism implementation objectives.



DEPARTMENT OF EDUCATION

Funding Highlights:

e Provides a $3 billion increase in K-12 education programs, plus up to $1 billion in additional
funding if Congress successfully completes a fundamental overhaul of the Elementary and
Secondary Education Act (ESEA). Together, these measures would represent the largest
funding increase for ESEA programs ever requested.

e Supports needed reforms of Federal K-12 programs to promote college- and career-
readiness, enhance teacher and principal effectiveness, deliver a rigorous and complete
education, improve educational options, and prepare our children for the jobs of the future.

e Provides $1.35 billion to expand Race to the Top for school districts as well as States to carry
out systemic reform, and $500 million to continue the Investing in Innovation program to test,
validate, and scales up effective approaches to student learning.

e Increases the number, and improves the distribution of, effective teachers and principals,
by investing $950 million in competitive grants to States and school districts that build
comprehensive systems to recruit, prepare, retain, and reward effective teachers and
principals.

e Invests $210 million in Promise Neighborhoods, an initiative that integrates school reform with
strong family supports and effective community services across an entire neighborhood, so
that youth successfully complete high school and continue on to college.

e Expands educational options and increases access to high-quality schools by investing $490
million to grow effective charter schools and other effective, autonomous public schools that
achieve results, develop new approaches, and give parents more choices.

e Consolidates 38 K-12 programs into 11 new programs that emphasize competitive funding,
accountability for outcomes and flexibility in approaches, and use of evidence to get results.

e Supports the next generation of scientists and engineers by helping States develop and
implement math and science instructional practices that are aligned to rigorous college- and
career-ready standards and by supporting districts and nonprofit organizations that develop,
implement, and evaluate promising and effective programs.

e Increases aid for needy students, reforms Federal student aid programs, and simplifies the
financial aid application process.

e Funds new reforms across the Nation’s early learning programs for children birth through age
five, so they're prepared to enter kindergarten ready for success.

e Creates a Workforce Innovation Partnership with the Department of Labor to test and validate
effective strategies to improve services under the Workforce Investment Act.
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The President’s Budget proposes a bold strat-
egy to achieve the Department of Education’s
mission of fostering educational excellence,
advancing equity and opportunity, improv-
ing student achievement, rewarding successful
outcomes, investing in innovation, and preparing
our Nation’s children for global competitiveness.

Reform Elementary and Secondary
School Funding by Setting High Standards,
Encouraging Innovation, and Rewarding
Success. The Budget supports the Administra-
tion’s new vision for the Elementary and Second-
ary Education Act (ESEA). The reauthorized law
would encourage States to adopt higher, clearer
standards that set the expectation that every
student will graduate from high school ready for
college and a career. The new law would support
dramatic improvements in the quality of assess-
ments to measure complex skills and help teach-
ers identify and respond to students’ strengths
and needs. The reauthorization would also rec-
ognize and reward schools for helping students
make important gains, even if they are not yet
at grade-level, and offer new flexibility for suc-
cessful States and districts to pursue new solu-
tions to help all students meet high standards.
At the same time, the law would require vigorous
efforts to turn around persistently low-perform-
ing schools, applying comprehensive strategies
that put children first. In support of these ef-
forts, the Budget provides a $3 billion increase in
funding for K-12 education programs authorized
in the ESEA, including $900 million for School
Turnaround Grants, and the Administration will
request up to $1 billion in additional funding if
Congress successfully completes a fundamental
overhaul of the law. Together, these measures
would represent the largest funding increase for
ESEA programs ever requested.

Expand the Race to the Top, and Open
the Competition to School Districts. The $4
billion Race to the Top, created by the American
Recovery and Reinvestment Act (Recovery Act),
began a competition among States to spur sys-
temic and innovative reform across four areas:
supporting high academic standards; improving
teacher effectiveness and distributing effective

teachers more equitably; using data to improve
achievement; and turning around low-performing
schools. Not all States will receive Race to the
Top grants, but the competition itself has galva-
nized key stakeholders across the Nation to re-
form State laws and to develop new plans for lift-
ing student achievement. The Budget provides
$1.35 billion to continue the President’s Race to
the Top challenge and to expand the competition
from States to school districts that are ready for
comprehensive reform.

Increase the Number of Effective Teach-
ers and Principals. Great teachers are the
key to a high-quality education. Increasing the
number of great teachers, especially in disadvan-
taged schools, will require major new efforts to
help all teachers improve their skills; recognize
and reward excellence in the classroom; and help
struggling teachers improve or, if need be, exit
the classroom. Today, taxpayers invest nearly $3
billion a year in a teacher quality block grant that
heavily supports investments with little evidence
of or impact on increasing learning. As part of
the overhaul of ESEA, the Administration will
require States taking formula funds to develop
the preconditions for an effective human capital
system, beginning with strong evaluation sys-
tems. At the same time, the Administration will
invest $950 million in a new competitive fund
for States and districts that supports bold ap-
proaches to recruiting, developing, retaining, and
rewarding more effective teachers, particularly in
the lowest-performing schools. The Administra-
tion is also investing $405 million in supporting
successful and innovative pathways into teaching
and school leadership.

Invest in Supports for Student Success.
While an isolated schoolhouse with limited hours
was adequate in an earlier time, today’s competi-
tive global marketplace requires more. Students
need to be safe and healthy, and they need a com-
plete education that extends beyond the tradi-
tional hours. As part of a $1.8 billion investment
in the Supporting Student Success initiative, the
Budget funds comprehensive supports so that
students are mentally and physically healthy
and ready to learn. The initiative also reforms
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the 21st Century Community Learning Centers
program to focus funding on models that redesign
and extend the school day, week, or year to pro-
vide additional time for students to engage in ac-
ademic activities, additional time for enrichment
activities, and time for educators to collaborate
and improve instruction.

Provides Expanded Support for Promise
Neighborhoods. As part of a $1.8 billion invest-
ment in the Supporting Student Success initia-
tive, the Budget includes dedicated support for
Promise Neighborhoods, modeled after the Har-
lem Children’s Zone, which aims to improve col-
lege going rates by combining a rigorous K-12 ed-
ucation with a full network of supportive services
in an entire neighborhood. This initiative would
support comprehensive programs that address
the needs of children and youth in a targeted
area from before the time they are born to their
attendance in college. The core principle behind
this initiative is that combining both effective
academic programs and strong health and social-
service systems can combat the effects of poverty
and improve the education and life outcomes of
children.

Grow High-Performing Charter Schools
and Other Innovative Public Schools. Ef-
fective charter schools have achieved impressive
results in closing achievement gaps. The Budget
will invest $490 million to grow these schools and
other autonomous public schools that achieve re-
sults, develop new approaches, and give parents
more choices. The Budget will support new op-
tions for students to transfer to high-performing
public schools, support successful magnet schools,
and require States and districts accepting these
funds to create the conditions for effective schools
to grow and ineffective schools to be restructured
or shut down.

Restructure Narrow and Constrained Ed-
ucation Programs Into Broad and Flexible
Competitions that Fund What Works. The
Department of Education funds dozens of pro-
grams that narrowly limit what States, districts,
and schools can do with funds. Some of these pro-
grams have little evidence of success, while oth-

ers are demonstrably failing to improve student
achievement. The President’s Budget eliminates
six discretionary programs and consolidates 38
K-12 programs into 11 new programs that em-
phasize using competition to allocate funds, giv-
ing communities more choices around activities,
and using rigorous evidence to fund what works.
The Administration will make sure that, under
these competitions, there is an equitable geo-
graphic distribution of funds nationwide, includ-
ing to rural communities. Building on the Recov-
ery Act, the Administration proposes $500 million
to expand the Investing in Innovation Fund,
which will expand proven models—and fund and
evaluate promising ones—for achieving student
success. Finally, the Budget dedicates funds for
the rigorous evaluation of education programs so
that we can scale up what works and eliminate
what does not.

Expand and Reform Early Childhood
Education. Quality early education is an
investment that pays off for years to come by
preparing the youngest children for a lifetime of
learning. The 2011 Budget enables the Adminis-
tration to build on the expansion to early learn-
ing programs made through the Recovery Act,
and realize the President’s plan to reform early
childhood education, promote high standards of
quality, and focus on results for children from
birth through preschool. In the 2011 Budget, the
Administration supports pending legislation that
will establish a new Early Learning Challenge
Fund administered by the Department of Educa-
tion and the Department of Health and Human
Services to help States improve the quality of
early childhood programs to help children enter
school ready to succeed.

Invest in the Next Generation of Scien-
tists and Engineers. Our Nation’s eighth grad-
ers are scoring below their peers from many Asian
and European countries, and we are neither ad-
equately closing the achievement gaps in math
and science nor providing adequate opportunities
for many students from diverse backgrounds. The
Budget reflects the Administration’s investment
in improving science, technology, engineering,
and mathematics (STEM) outcomes and creating
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the next generation of scientists and engineers
who can help drive economic growth in the com-
ing decades. The Budget provides $300 million in
new grants to States to develop and implement
instructional practices and improve teaching and
learning in science and math aligned to new high
standards. The Budget also dedicates $150 mil-
lion within the Investing in Innovation Fund to
competitive grants for school districts, nonprof-
its, and other organizations to test, validate, and
scale promising strategies to improve teaching
and accelerate student learning in STEM sub-
jects. The Department of Education will work
with the National Science Foundation and other
Federal agencies to identify the most effective
interventions that can help States, schools, and
teachers improve STEM outcomes.

Increase Pell Grants and Put Them on
a Firm Financial Footing. Pell Grants have
helped millions of Americans afford college, yet in
recent decades, growth in their value has fallen far
behind the growth in college costs. The Recovery
Act and 2009 appropriations bill increased the
maximum Pell Grant by more than $600 for a
total award of $5,350, and the maximum award
will increase to $5,550 in 2010. The Budget pro-
poses to make that increase permanent and put
them on a path to grow faster than inflation every
year. The Budget also addresses a second prob-
lem: Pell Grants currently function much like
an entitlement, yet they are funded through an
annual appropriations process that can fall be-
hind actual demand for the grants. The Budget
proposes to make Pell Grant funding mandatory
so that adequate Pell Grant funding is available
every year.

Expand Financial Aid for Students and
Make Historic Investments in Improving
Education, from Cradle Through College.
The Budget supports legislation that has passed
the House and is pending in the Senate that
would reform student lending to eliminate tens of
billions of dollars in wasteful subsidies to banks,
and instead, provide loans directly to students on
an efficient basis that uses private and nonprof-
it companies to deliver services. This measure

would then use savings to make historic invest-
ments to increase college access and success, and
would lay a foundation for success for America’s
youngest children. In addition to expanded Pell
Grants and a simplified student aid system, these
investments include a new American Graduation
Initiative that will strengthen and support Amer-
ica’s community colleges, focus on college comple-
tion, and graduate 5 million more students by
2020. Finally, to help graduates overburdened
with student loan debt, the Administration will
strengthen income-based repayment plans for
student loans by reducing monthly payments and
shortening the repayment period so that overbur-
dened borrowers will pay only 10 percent of their
discretionary income in loan repayments and can
have their remaining debt forgiven after 20 years.

Spur Partnership and Innovation in Voca-
tional Rehabilitation and Adult Education.
The Budget seeks $60 million in innovation funds
to support seamless delivery of services and im-
proved outcomes for people with disabilities and
adults seeking basic skills. Under a new Part-
nership for Workforce Innovation, the Depart-
ments of Education and Labor will coordinate
their innovation grants and work with other Fed-
eral agencies to break down program silos and to
build and share evidence of what works.

Evaluate Rigorously Federal Education
Programs. The Budget reflects the Administra-
tion’s commitment to rigorous evaluations that
distinguish between what works and what doesn’t
so we do not waste taxpayer dollars. Compared
to two years ago, the current request represents
a nearly 20 percent increase in the investment in
the development, evaluation, and dissemination
of education interventions that increase student
learning and achievement through the Institute
of Education Sciences. Additional funds will be
used to evaluate Federal education programs rig-
orously, particularly investments launched under
the Recovery Act. The increase in education re-
search and evaluation will provide practitioners
and policy makers with effective tools for prepar-
ing students for success in college and the work-
force.
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Department of Education
(In millions of dollars)

Actual Estimate
2009 2010 2011
Spending
Discretionary Budget Authority:
Legislative proposal, Elementary and Secondary Education Act:
College and Career Ready StUdents " .........ccocvvevnenneesrsnieencreenenns 14,492 14492 14,492
School TUrNaround Grants ... 546 546 900
RACE 1O TNE TOP v — — 1,350
[NVesting in INNOVALION .........ccvviiiiccce e — — 500
English Learner EUCALION ...........ccreerneirneisinicne e 730 750 800
Effective Teaching and Learning for a Complete Education ..............c........ 979 920 1,015
College Pathways and Accelerated Learning ..........ccoeeenivnicereenieniennenn. 51 103 100
Excellent Instructional TEAMS .......cucivviieeiiiceccecse e 3,181 3,505 3,855
Expanding Educational Options ...........ceeererermneneineeineneseseiseseeenes 369 409 490
Supporting StUAENt SUCCESS .......vuvvmeiiriereire e 1,795 1,541 1,786
Special Education State GrantS 2 ............cccocevieniieeieeiseesseesse s 12,319 12,319 12,569
Career and Technical Education Programs ..........cccceveevenneennensennennnns 1,272 1,272 1,272
Adult Education State Grants ... 554 628 612
Workforce INNovation FUNG ........ccvvvceeccce e — — 60
Federal Student Aid:
Supplemental Educational Opportunity Grants ............ccccceeeevviireessnninnns 757 757 757
Federal WOrk SHUAY ..o 980 980 980
Higher Education:
Minority Serving Institutions—Disretionary funding ...........cccoocovevvreunininn. 516 613 642
Minority Serving Institutions—Mandatory funding (non-add) ...................... 278 278 278
TRIO programs—Discretionary funding ...........ccceeereereeeneenineenenieees 848 853 853
TRIO programs—Mandatory funding (non-add) .............c.cccvvvenenrrcrniune. 57 57 57
GEAR UP ...ttt 313 323 323
Student Aid AdMINISLIAtoN ........ccovevvvieieiccceee e 753 870 1,170
Institute of EAUCAtON SCIENCES .......cvvvvvireirieiriceree s 617 659 739
AlTOTNET vttt 5173 5,241 4,432
Total, Discretionary budget authority ® ..o 46,245 46,781 49,697
Memorandum:
Budget authority from American Recovery and Reinvestment Act ...........c.cco...... 81,124 — —
Total, Discretionary OUHAYS .......cccovvierieiriices e 44,971 46,743 46,740
Memorandum: Qutlays from American Recovery and Reinvestment Act ............ 14,154 44,054 20,304
Mandatory Outlays:
Legislative proposal, Federal Direct Student Loans .........cccccoevverereerireennnennes -4263 6,389 9244
Legislative proposal, Federal Family Education Loans ..........c.cccoeevrreennee. -26,175 12,649 -106
Legislative proposal, Perkins Loan Program ............ccooevvencncnncennenns — — -736
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Department of Education—Continued
(In millions of dollars)

Estimate
Actual
2009 2010 2011
Legislative proposal, Federal Pell Grants ...........cccoovevieniennesnssnsennnns 14432 24076 28,928
Academic Competitive/SMART Grants .........ccccovevreeneeresenenenenseeneeenens 607 836 824
Vocational Rehabilitation (VR) State Grants ..........ccoeeevvvvvceenviiccennnnn, 2,766 2,986 3,080
Y| (1< TR 71 421 1,993
Total, Mandatory QUEIAYS .......c.ccceeeiiiiiiniiise s -12,562 9,281 24,739
Memorandum: Outlays from American Recovery and Reinvestment Act ............. 6,849 6,886 2498
TOtal, QULIAYS .vvveiircreieieeete e 32409 56,024 71,479
Credit activity
Direct Loan Disbursements:
Historically Black College and University Capital Financing ............ccccocuvevuee. 120 160 186
Federal Direct StUAENt LOANS ........coevveieieiiiccecseee e 37,770 67,754 132,427
TEACH GIaNtS .evivieeeiceceiseieteee sttt sttt ettt e 49 52 65
Temporary Student Loan Purchase AULhOKItY .........cccccoeneenieencinneenieennnns 62,796 28,456 972
Federal PErking LOANS ......cvieeeceiiei ettt — — 1,355
Total, Direct loan diSOUrSEMENTS ..........cocvvvieeieccce s 100,735 96,422 135,005
Guaranteed Loan Disbursements:
Federal Family EQUCAION LOANS ........ccuviiiireeirreiciee e 65,346 53,082 —
Total, Guaranteed l0an diSDUISEMENLS ......ccevveiieeeeeeeee ettt 65,346 53,082 —

! Program level. Budget authority is $2,906 million less than program level in 2009 and $841 million less than program level in 2011.

2 Program level. Budget authority is $1,736 million less than program level in 2009 and $841 million less than program level in 2011.

% Program level. The Budget authority is $4,889 million less than program level in 2009. The 2009 and 2010 discretionary totals do not include mandatory
changes enacted in the appropriation bills for those years. The 2011 discretionary total is net of a $597 million rescission of Academic Competitiveness/
SMART Grant balances and a $56 million increase over the VR State Grants baseline.
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Funding Highlights:

Supports high-risk, high-payoff transformational research and development projects with $300
million for the recently established Advanced Research Projects Agency—Energy (ARPA-E).

Supports and encourages the early commercial deployment of innovative energy technologies
with an additional $36 billion in guaranteed loan volume authority for advanced nuclear power
plants and an additional $500 million in credit subsidy to support $3 to $5 billion in loan
guarantees for innovative energy efficiency and renewable energy projects.

Provides a 4.6 percent, or $226 million, increase in funding at the Office of Science for basic
research and world-leading laboratories to support transformational scientific discoveries and
accelerate solutions to our Nation’s most pressing challenges.

Invests $2.3 billion in applied energy research and development to position the United States
as the world leader in energy technology that will address climate change, develop new
industries, and create new jobs.

Accelerates the transition to a low-carbon economy through support of development and
deployment of clean energy technologies such as solar, biomass, geothermal, wind, nuclear,
and low-carbon emission coal power.

Reduces security risks through major increases in funding for the detection, elimination, and
securing of nuclear material and radiological sources worldwide and the maintenance of a

materials.

safe, secure, and effective nuclear weapons stockpile.

* Continues the Nation’s efforts to reduce environmental risks and safely manage nuclear

The President’s 2011 Budget provides $28.4
billion for the Department of Energy (DOE) to
support scientific innovation, develop clean and
secure energy technologies, maintain national
security, and reduce environmental risk.

Invests in the Sciences. The 2011 Budget
continues the President’s Plan for Science and
Innovation. The Budget provides $5.1 billion for
the Office of Science, including $1.8 billion for

basic energy sciences to discover novel ways to
produce, store, and use energy. The Budget also
expands graduate research fellowship programs
that will train students in critical energy-related
fields. The 2011 Budget includes $300 million for
the Advanced Research Projects Agency-Energy,
to accelerate game-changing energy technologies
in need of rapid and flexible experimentation or
engineering.
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Encourages the Early Commercial Use of
New, Innovative Energy Technologies that
Will Reduce Greenhouse Gas Emissions.
The Budget substantially expands support for
DOE loan guarantees for innovative energy
technologies, by adding $36 billion in new loan
authority (for a total of $54.5 billion) for nuclear
power facilities and an additional $500 million
in credit subsidy to support $3 to $5 billion in
loan guarantees for innovative energy efficiency
and renewable energy projects. The loan guar-
antee program also will continue to support a
range of commercial renewable energy programs
and other facilities that help reduce pollutants
and greenhouse gases while simultaneously
creating clean energy jobs and contributing to
long-term economic growth and international
competitiveness.

Invests in Smart, Energy Efficient, and
Reliable Electricity Delivery Infrastruc-
ture. The Budget continues to support the mod-
ernization of the Nation’s electric grid, by invest-
ing in research, development and demonstration
of smart-grid technologies that will spur the tran-
sition to a smarter, more efficient, secure and reli-
able electric system. The end result will promote
energy- and cost-saving choices for consumers,
reduce emissions, and foster the growth of renew-
able energy sources like wind and solar. In addi-
tion, the Budget supports the Power Marketing
Administration to reliably operate, maintain, and
rehabilitate the Federal hydropower and trans-
mission systems.

Advances the Development of Carbon
Capture and Storage Technologies. The Bud-
get supports a balanced research and develop-
ment (R&D) portfolio of carbon capture and stor-
age technologies. The $545 million for climate
change technology funding provided for Fossil
Energy R&D in the 2011 Budget will help reduce
greenhouse gas emissions by focusing resources
to develop carbon capture technologies with broad
applications to advanced power systems, existing
power plants, and industrial sources.

Invests in Clean Energy Technologies to
Reduce Dependence on Oil and Accelerate
the Transition to a Low-Carbon Economy.
The Budget provides support for accelerating re-
search, development, demonstration of nuclear
technologies, and the commercialization of new
nuclear power facilities and various clean ener-
gy technologies. Nearly $2.4 billion is provided
for energy efficiency and renewable energy pro-
grams, an increase of $113 million over the 2010
appropriation, including $302 million for solar
energy, $220 million for biofuels and biomass
R&D, $325 million for advanced vehicle technolo-
gies, and $231 million for energy efficient building
technologies. These investments will help reduce
dependence on oil and create long-term, sustain-
able economic growth in the low-carbon indus-
tries of the future, helping to foster long-term job
creation. The Budget also eliminates funding for
programs that provide inefficient fossil fuel sub-
sidies that impede investment in clean energy
sources and undermine efforts to deal with the
threat of climate change.

Reduces Proliferation Risks and Pro-
motes the Safety, Security, and Reliability
of the Nuclear Weapons Stockpile Without
Nuclear Testing. The Budget provides $2.7 bil-
lion, an increase of $550 million over the 2010 ap-
propriation, to prevent the proliferation of nucle-
ar weapons. This increase supports the strategy
to move toward a world without nuclear weapons
that the President announced in his April 2009,
speech in Prague. This investment fully funds ef-
forts to: secure nuclear material; develop technol-
ogy to detect and deter nuclear testing and smug-
gling; and support international nonproliferation
treaties, regulatory controls, and safeguards.
Development work on the reliable replacement
warhead has ceased. The 2011 Budget funds
$8.1 billion, $750 million over the 2010 Budget,
to improve the nuclear stockpile’s safety, security,
and effectiveness with more extensive life exten-
sion programs, upgrades to the infrastructure
supporting the life extension programs, and new
initiatives in naval reactors work. Funding for
the stockpile and naval reactors work increases
by about 10 percent over 2010 funding.
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Protects the Public from Harmful Ex-
posure to Radioactive Waste and Nuclear
Materials. The Environmental Management
program continues to clean up the legacy of
waste and contamination at sites used to produce
nuclear weapons and conduct energy research.
The Administration has determined that Yucca
Mountain, Nevada, is not a workable option for

a nuclear waste repository and will discontin-
ue its program to construct a repository at the
mountain in 2010. The Department will carry
out its responsibilities under the Nuclear Waste
Policy Act within the Office of Nuclear Energy
as it develops a new nuclear waste management
strategy.

Department of Energy
(In millions of dollars)

Actual Estimate
2009 2010 2011
Spending
Discretionary Budget Authority:
National Defense:
National Nuclear Security Administration ..........ccceceeeivennnes 9,121 9,877 11,215
Other Defense ACHVILIES ......cceveveveveereeeeeeeeee e 1,314 847 878
ENErgy RESOUICES ....cvveiiicicieieirnecieieie st 4,131 4,292 5,065
SCIBNCE ettt 4,773 4,895 5,121
Environmental Management ...........oocoeevvveceesnsecesssnenns 5,992 6,008 6,000
Radioactive Waste Management ............cccooerennennicnicnines 288 197 —
Corporate Management ...........coccveennneennssneesee s 207 220 212
Power Marketing Administration .............cccoevennennisnienenes 234 99 95
Offsetting reCeipts ..o 23 =27 -230
Total, Discretionary budget authority ...........ccceveriirninninniennns 26,037 26,406 28,354
Memorandum:
Budget authority from American Recovery and Reinvestment Act ... 36,729 — —
Budget authority from supplementals ...............c.cooevervvnnicrninnn. 7,867 — —
Total, Discretionary QULIAYS ........ccceveeeeieeeeeeneresesese s 25,154 29,667 31,609
Memorandum: Outlays from American Recovery and Reinvestment Act .. 954 10,703 14,646
Mandatory Outlays:
EXISHNG 1AW <. -1,206 752 —474
Legislative proposal, Ultradeep Water, Oil, and Gas Research
and Development ... — — 30
Total, Mandatory OULIYS ..........cocevrrieerrrreeee s -1,206 =752 -444
Memorandum: Outlays from American Recovery and Reinvestment Act .. 33 109 131
Total, OUIAYS ...vvveceeecieieee e 23,948 28,915 31,165
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Department of Energy—Continued
(In millions of dollars)

2009 2010 2011
Credit activity

Direct Loan Disbursements:

Title 17 Innovative Technology Direct Loan Financing Account ..... 21 7,284 18,114

Advanced Technology Vehicles Manufacturing Direct Loan

FINanCing ACCOUNT.......c.ovvieeieeeirrceee e 886 5,304 11,352

Total, Direct loan disbursements ...........ccoccvveeeevccecseeeeseens 907 12,588 29,466
Guaranteed Loan Commitments:

Title 17 Innovative Technology Loan Guarantee Program ' ......... — 3,054 9,016
Total, Guaranteed loan commitments ..........ccccovevveeivivereiieciseienae — 3,054 9,016

' Commitments reflect the full face value of debt obligations, any part of which is guaranteed, supported by Title 17. These figures represent loan guarantee
obligations of the Government at closing, and do not include “conditional commitments,” which are legally contingent on the satisfaction of various conditions
precedent.
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Funding Highlights:

e Supports health insurance reform by expanding patient-centered health research to give
patients and physicians the best available information on what treatments will work the best
for them; supporting investments in health information technology; expanding prevention and
wellness activities; and launching payment reform demonstration programs in Medicare.

e Adds $290 million for health centers to expand health care access to the medically
underserved.

e Expands support for biomedical research, by providing an increase of $1 billion for the
National Institutes of Health.

e Invests approximately $1.4 billion to strengthen food safety efforts and implement core
principles of the President’s Food Safety Working Group.

e Supports over 8,500 health care professionals in medically underserved areas through the
National Health Service Corps.

e Continues a commitment to invest in the Indian health system to eliminate health disparities
by increasing access to health care services among American Indians and Alaska Natives.

e Invests in our Nation’s prevention and wellness activities to improve health outcomes and
lower costs, through the Federal workforce, community-based and State and local efforts.

e Invests more than $3 billion for HIV/AIDS prevention and treatment activities to expand
access to affordable health care and prevention services.

e Includes $25.5 billion for a six-month extension of the American Recovery and Reinvestment
Act (AARA) temporary increase in the Federal Medicaid match.

e Improves preparedness by increasing funding for biodefense medical countermeasure
development.

e Places a renewed emphasis on preventing, detecting, and recouping fraudulent, wasteful, and
abusive payments in Medicare, Medicaid, and the Children’s Health Insurance Program.

e Expands and strengthens early education and child care programs by extending the ARRA
expansion of Head Start and Early Head Start, providing an increase of $1.6 billion for
child care to serve 235,000 more children than could be served without the additional funds
in 2011, and supporting work with the Congress to improve quality in the Child Care and
Development Fund.

e Increases help for families caring for aging relatives at home.
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The Department of Health and Human Servic-
es (HHS) is the principal Federal agency charged
with protecting the health of all Americans and
providing essential human services. This Budget
includes $81.3 billion to support HHS’s mission.

Builds on Health Information Technology
(IT) Adoption Momentum. The Administra-
tion continues to prioritize adoption and use of
health IT. The Budget includes $110 million for
continuing efforts to strengthen health IT policy,
coordination, and research activities. Combined
with the ARRA Federal grant and incentives pro-
grams designed to assist providers with adoption
and meaningful use of electronic health records,
these efforts will positively affect and improve
the quality of health care while protecting pri-
vacy and security of personal health information.

Increases Investment in Patient-Centered
Health Research. The Budget includes $286
million in the Agency for Healthcare Research
and Quality for research that compares the ef-
fectiveness of different medical options, building
on the expansion of this research begun under
ARRA. The dissemination of this research is ex-
pected to lead to higher quality, evidence-based
medicine, arming patients and physicians with
the best available information to allow them to
choose the medical option that will work the best
for them.

Expands Affordable High-Quality Pri-
mary and Preventive Care. The Budget in-
cludes $2.5 billion for health centers to provide
affordable high quality primary and preventive
care to underserved populations, including the
uninsured. This will allow health centers to con-
tinue to provide care to the 2 million additional
patients they served under ARRA and support
approximately 25 new health center sites. In
2008, health centers provided direct health care
services to 17 million people. In 2011, the Health
Center program will expand its partnerships with
other Federal agencies as part of the Administra-
tion’s place-based initiative to revitalize neigh-
borhoods. The Budget also includes funding to
expand the integration of behavioral health into

existing primary health care systems, enhancing
the availability and quality of addiction care.

Funds Innovative Efforts to Improve Ser-
vices for Seniors and People with Disabili-
ties. The Budget includes new Medicare and
Medicaid demonstration projects that evaluate
reforms to provide higher quality care at lower
costs, improve beneficiary education and under-
standing of benefits offered, and better align pro-
vider payments with costs and outcomes. Special
emphasis will be placed on demonstrations that
improve care coordination for beneficiaries with
chronic conditions, that better integrate Medicare
and Medicaid benefits, and that provide higher
value for dollars spent. The Budget will also sup-
port the Year of Community Living Initiative to
promote collaboration between HHS and the De-
partment of Housing and Urban Development to
expand access to housing and community sup-
ports to enable people with disabilities to live
in the community, as opposed to in institutional
settings.

Supports Biomedical Research at the
National Institutes of Health (NIH). To
accelerate progress in biomedical research, NIH
investments will focus on priority areas includ-
ing genomics, translational research, science to
support health care reform, global health, and
reinvigorating the biomedical research commu-
nity. The Budget includes $6,036 million to sup-
port a range of bold and innovative cancer efforts,
including the initiation of 30 new drug trials in
2011, and a doubling of the number of novel com-
pounds in Phase 1-3 clinical trials by 2016. In
addition, the Budget will support the completion
of a comprehensive catalog of cancer mutations
for the 20 most common malignancies, setting
the stage for complete genomic characterization
of every cancer as part of medical care within 10
years.

Supports Americans with Autism Spec-
trum Disorders (ASD). The Budget includes
$222 million across HHS to expand research, de-
tection, treatment, and other activities related to
improving the lives of individuals and families af-
fected by ASD. NIH will pursue comprehensive
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and innovative approaches to defining the genetic
and environmental factors that contribute to ASD,
investigate epigenomic changes in the brain, and
accelerate clinical trials of novel pharmacological
and behavioral interventions by 2016.

Improves Access to and the Quality of
Health Care in Rural Areas. The Budget in-
cludes $79 million for an initiative to strength-
en regional and local partnerships among rural
health care providers, increase the number of
health care providers in rural areas, and improve
the performance and financial stability of rural
hospitals.

Increases Number of Primary Health Care
Providers. The Budget invests $169 million in
the National Health Service Corps (NHSC) to
place providers in medically underserved areas
to improve access to needed health care servic-
es. Under NHSC, primary health professionals
such as physicians, nurse practitioners, and den-
tists agree to serve in a medically underserved
community in exchange for receiving a portion of
their student loans paid off. In 2011, the request-
ed increase will add 400 NHSC clinicians to the
more than 8,100 that will be providing essential
primary and preventative care services in health
care facilities across the country.

Continues Efforts to Increase Access to
Health Care for American Indians and Alas-
ka Natives (AI/ANs). The Budget includes $4.4
billion for the Indian Health Service (IHS) to ex-
pand investments initiated in 2010. Increases
for THS will strengthen existing Federal, tribal,
and urban programs that serve 1.9 million Al/
ANs at approximately 600 facilities nationwide,
and will expand access to Contract Health Ser-
vices to cover health care services provided out-
side of the Indian health system when services
are not available at IHS-funded facilities. The
Budget will also fund staff and operating costs
at new and expanded facilities to increase access
to health care services and enhance the Indian
health system. The efforts supported in the Bud-
get to expand health services in Indian commu-
nities also include an analysis of how IHS can

improve distribution of resources throughout the
Indian health system.

Expands and Strengthens Prevention and
Wellness Activities. The Budget bolsters core
prevention activities by expanding community
health activities, strengthening the public health
workforce, and enhancing surveillance and
health statistics to improve detection and moni-
toring of chronic disease and health outcomes.
The Budget funds a new effort in up to 10 of the
largest cities in the United States to reduce the
rates of morbidity and disability due to chronic
disease through effective policy and environmen-
tal change strategies. The Budget also supports
a new health prevention workforce to improve ca-
pacity of State and local health departments.

Invests in Wellness Initiatives for the
Federal Workplace to Improve Health and
Lower Costs. The Budget invests $10 million
for the Federal employee workplace wellness ini-
tiative. This initiative will implement prototype
wellness programs in select locations that will be
rigorously evaluated for their ability to produce a
healthier workforce and lower healthcare costs.
By encouraging the adoption of these programs,
we can improve the productivity of our work-
force, delay or avoid many of the complications
of chronic disease, and slow medical cost growth.

Expands and Focuses HIV/AIDS Treat-
ment, Care, and Prevention Activities. The
Budget expands access to HIV/AIDS preven-
tion and treatment activities consistent with the
President’s pledge to develop a National HIV/
AIDS Strategy that will focus on reducing HIV
incidence, increasing access to care and optimiz-
ing health outcomes, and reducing HIV-related
health disparities. The Budget focuses HIV test-
ing among high-risk groups, including men who
have sex with men, African Americans, and His-
panics. The Budget increases resources for the
Ryan White program to support the care and
treatment needs for persons living with HIV/
AIDS who are unable to afford health care and
related support services. The Budget directs re-
sources to reduce HIV-related health disparities
by expanding HIV/AIDS medical services within



76

DEPARTMENT OF HEALTH AND HUMAN SERVICES

populations disproportionately impacted by the
epidemic. The Budget also enhances funding
for collaboration and integration activities to
improve overall health outcomes for those with
HIV/AIDS and co-infections with tuberculosis,
hepatitis, and sexually transmitted diseases.

Expands Substance Abuse Prevention
and Treatment Activities. The Budget ex-
pands substance abuse treatment services at IHS
facilities and federally qualified health centers,
and provides $23 million for comprehensive sub-
stance abuse prevention services targeting early
risk factors that can improve health outcomes for
children and young adults. To assist in recovery
to reduce recidivism, the Budget provides $56
million to expand the treatment capacity at drug
courts and $23 million for re-entry programs.
These activities are a part of over $150 million
in new funding for the Departments of Health
and Human Services and Justice (DOJ) to reduce
the Nation’s demand for drugs by strengthen-
ing efforts to detect and prevent illicit drug use
in our communities, expanding early drug abuse
intervention in the primary health care system,
enhancing specialty addiction treatment services,
and breaking the cycle of illicit drug use, crime,
and incarceration.

Bolsters the Safety of our Food and Medi-
cines. The Budget provides $2.5 billion in bud-
get authority and $4.0 billion in total program
resources for the Food and Drug Administration
(FDA). The Budget enables FDA to implement
the core principles recommended by the Presi-
dent’s Food Safety Working Group: prioritizing
prevention; strengthening surveillance and en-
forcement; and improving response and recovery.
The Budget also includes increases to bring more
safe, effective, and lower cost generic drugs and
generic biologics to market, expand postmarket
safety surveillance of medical products, and sup-
port FDA’s efforts to make such safety data more
comprehensive and accessible to patients, pro-
viders, and scientists in a way that also protects
privacy.

Strengthens the Nation’s Preparedness
Against Naturally Occurring Threats and
Intentional Attacks. The Budget increases
support to over $400 million to enhance the Ad-
vanced Development of next generation medical
countermeasures against chemical, biological, ra-
diological and nuclear threats. The Department
has invested $5.6 billion since 2005 to enhance
the Nation’s ability to rapidly respond to an in-
fluenza pandemic. In April 2009, the President
requested resources from the Congress to enable
additional efforts to respond to the 2009 H1N1
virus that had recently emerged and in June, the
Congress provided $7.65 billion in the Supple-
mental Appropriations Act 2009. By the end of
2009, more than $3.6 billion had been spent as
the Federal Government procured HIN1 vac-
cines, mounted a mass vaccination campaign,
provided resources to the States to enhance pub-
lic health response efforts, and provided critical
anti-viral medications and personal protective
equipment. In 2010, HHS will continue to use
these resources to build the U.S.-based influenza
vaccine production capacity and shift to non-egg
based production technologies and invest in the
development of improved diagnostics. Approxi-
mately $330 million of these resources is expect-
ed to be spent in 2011. These ongoing activities to
reduce the impact of influenza pandemics will be
funded from resources in the 2009 Supplemental
for pandemic influenza.

Fights Waste and Abuse in Medicare, Med-
icaid, and the Children’s Health Insurance
Program (CHIP). Reducing fraud, waste, and
abuse is an important part of restraining spend-
ing growth and providing quality service delivery
to beneficiaries. In November 2009, the President
signed an Executive Order to reduce improper
payments by boosting transparency, holding
agencies accountable, and creating incentives for
compliance. This Budget puts forward a robust
set of proposals to strengthen Medicare, Medicaid
and CHIP program integrity actions, including
proposals aimed at preventing fraud and abuse
before they occur, detecting it as early as possible
when it does occur, and vigorously enforcing all
penalties and recourses available when fraud is
identified. It proposes $250 million in addition-
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al resources that, among other things, will help
expand the Health Care Fraud Prevention and
Enforcement Action Team (HEAT) initiative, a
joint effort by HHS and DOJ. As a result, the Ad-
ministration will be better able to minimize inap-
propriate payments, close loopholes, and provide
greater value for program expenditures to ben-
eficiaries and taxpayers. Also, to improve quality
and safety, the Administration will strengthen its
Medicare requirements to assure that air am-
bulance operators comply with aviation safety
standards.

Supports Young Children and Their Fami-
lies. The Budget provides critical support for
young children and their families by building on
historic increases provided in ARRA. The Bud-
get provides an additional $989 million for Head
Start and Early Head Start to continue to serve
64,000 additional children and families funded
in ARRA. The Budget also provides an addi-
tional $1.6 billion for the Child Care and Devel-
opment Fund in preparation for reauthorization
to expand child care opportunities, and improve
health, safety, and outcomes for children. This re-
quest will allow States to provide child care sub-
sidies to 1.6 million children, 235,000 more than
could be served without the increase.

Helps Families Care for Aging Relatives.
The Budget includes $103 million for the Admin-
istration on Aging’s Caregiver Initiative, an effort
to expand help to families and seniors so that
caregivers can better manage their multiple re-
sponsibilities and seniors can live in the commu-

nity for as long as possible. Without creating new
programs, this initiative provides new resources
to support the network of agencies in local com-
munities across the country that already provide
critical help to seniors and caregivers.

Provides Energy Assistance to Low-In-
come Families. The Budget includes $3.3 bil-
lion for the Low Income Home Energy Assistance
Program to help low-income families with their
home heating and cooling expenses. In addition,
the Administration proposes a new trigger mech-
anism to provide automatic increases in energy
assistance whenever there is a spike in energy
costs or large numbers of families in poverty. The
trigger allows the program to be more responsive
to volatile energy markets and to increased de-
mand for energy assistance during times of eco-
nomic hardship. Using probabilistic scoring, we
expect the trigger to provide roughly $2 billion
in additional assistance in 2011 and $6.5 billion
over 10 years.

Help States Provide Health Care Cover-
age to Low-Income Individuals. The Budget
includes $25.5 billion to support State Medic-
aid programs by temporarily increasing Federal
Medicaid funding for six months through June
2011. The Federal Medical Assistance Percent-
age (FMAP) increase has been an effective way
to help States maintain their Medicaid programs
during a period of high enrollment growth and re-
duced State revenue, and provide immediate and
ongoing State fiscal relief.

Department of Health and Human Services
(In millions of dollars)

Actual Estimate
2009 2010 2011
Spending
Discretionary Budget Authority:
Food and Drug Administration ' ...........ccccevirriensnce s 2,061 2,362 2,508
Program Level (NON-80d) ...........c.ocvureeernirisieisisisisssissnsssisisisnnens 2,691 3284 4,031
Health Resources and Services Administration ............cccceeveieecsciennns 7,243 7,484 7,512
Indian Health SErVICe .........cccueeiveccieeceececseeee e 3,581 4,053 4,406
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Department of Health and Human Services—Continued
(In millions of dollars)

Actual Estimate
2009 2010 2011
Centers for Disease Control and Prevention ............ccccceceeeeeeeeevevenenns 6,357 6,467 6,342
National Institutes of Health ...........ccccveviiiiciiiccec e 30,096 31,089 32,089
Substance Abuse and Mental Health Services Administration ................. 3,335 3,432 3,541
Agency for Healthcare Research and Quality ...........ccoevveerininicineins — — —
Program Level (NON-80d) ............ocoereeernirsieisississsssesissieisisins 372 397 611
Centers for Medicare & Medicaid Services (CMS) 2 ........cccooveevvrvenenen. 3,522 3,415 3,601
Discretionary Health Care Fraud and Abuse Control ...........ccccoevveerinienen. 198 311 561
Administration for Children and Families .........cccovevevvveveveeeieveieeeeeeeeene 17,225 17,336 17,480
Administration 0N AQING .....c.ceirrirre e 1,488 1,513 1,625
General Departmental Management ... 395 500 544
Office of CiVIl RIGNTS ... 40 41 44
Office of the National Coordinator for Health Information Technology ....... 44 42 78
Program Level (NON-adQ) ...........cocverereneenisieisisisiesssisiesssieeen 61 61 78
Office of Medicare Hearings and Appeals ..........cocveeeereeneeeneinsenneeneines 65 71 78
Public Health and Social Services Emergency Fund ..........ccccovvervieincnne. 1,399 1,347 735
Office of INnSpector GENEral ........ccccvevervisiceer e 45 50 52
AITOINEE e 58 61 61
Subtotal, Discretionary budget authority ...........ccvrerreereiennersese e 77,152 79,574 81,257
Unallocated Bioshield Balances Transferred from Department of
Homeland SECUILY 2. — 2,424 —
Total, Discretionary budget authority ..o 77,152 81,998 81,257
Memorandum:
Budget authority from American Recovery and Reinvestment Act ................. 22,397 — —
Budget authority from SUPPIEMENLAIS ............ovvrvvrrieririesieeieesesiiene 9,119 — —
Total, Discretionary OUHIAYS 2 .........ccovveereeireenineeseesee s 74,921 82,266 82,803
Memorandum: Qutlays from American Recovery and Reinvestment Act ....... 682 8,437 10,100
Mandatory Outlays:
Medicare
EXISHNG AW oo s 424828 450,664 489,305
Legislative PropoSal ..........ceeeerieiniieerneieeesei s — — 722
Medicaid °
EXISHNG AW oo 226,885 245118 264,498
Legislative PropoSal ..........ceeerieniiininieneeieseiese s — 15 25,280
All other
EXISHNG AW oo 34,503 34,872 35,915
Legislative PropoSal ... s — — 3,774

Total, Mandatory QUIAYS .......ccceieiriririiiriisrsss e 686,216 730,669 818,050
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Department of Health and Human Services—Continued
(In millions of dollars)

2009 2010 2011
Memorandum: Qutlays from American Recovery and Reinvestment Act ....... 32,673 45,674 21,520
TOtAl, QUHAYS ..v.vvveeccec ettt enes 761,137 812935 900,853

' FDA 2009 budget authority increased by $6 million due to timing and availability of user fees.

2 Amounts appropriated to the Social Security Administration (SSA) from the Hospital Insurance and Supplementary Medical Insurance accounts are
included in the corresponding table in the SSA chapter.

%1n 2010, $3,033 million from the Bioshield Special Reserve Fund (SRF) was transferred from the Department of Homeland Security to the Department of
Health and Human Services. Of this amount, $609 million was redirected to support Advanced Development and NIH, and $2,424 million remains as
balances in the SRF. In 2011, $476 million from the SRF will be used to support the Biomedical Advanced Research and Development Authority.

#Includes $44 million in 2009, $36 million in 2010, and $3 million in 2011 of CMS Program Management mandatory funding. Social Security Medicare
Improvements for Patients and Providers Act (MIPPA) funding is included in the corresponding table of the SSA chapter.

® Totals include Medicaid, CHIP, and CHIP Child Enrollment Contingency Fund outlays.






DEPARTMENT OF HOMELAND SECURITY

Funding Highlights:

Initiative.

e Supports aviation security by deploying up to 1,000 Advanced Imaging Technology screening
machines that can identify anomalies such as firearms and explosives on passengers, and by
increasing the number of international flights on which Federal Air Marshals are present.

e Protects against threats to the homeland by procuring and deploying next-generation
BioWatch sensors nationwide and supporting the Comprehensive National Cybersecurity

e Strengthens border security and immigration enforcement by supporting 20,000 Border Patrol
agents, adding 300 new officers at ports of entry, completing the first segment of the virtual
border fence, and by enhancing and expanding immigration verification systems.

e Supports State homeland security activities through funding provided to States and localities
to protect Americans from terrorist attacks and natural disasters. Specifically, provides $4
billion in State and local programs funding for risk-informed grants and additional assistance
to our Nation'’s first responders as well as $1.95 billion for disaster assistance.

e Continues recapitalization of key Coast Guard assets, including $538 million to construct the
fifth National Security Cutter and $240 million to construct four more Fast Response Cutters.

The Department of Homeland Security (DHS)
is the principal Federal agency charged with
such vital missions as aviation and border se-
curity, preparedness and emergency response,
maritime safety and security, and protecting our
Nation’s leaders. The Budget includes $44 billion
to support these missions.

Safeguards Our Nation’s Transportation
Systems. The Budget provides $734 million
to support the deployment of up to 1,000 new
Advanced Imaging Technology (AIT) screening
machines at airport checkpoints and new explo-
sive detection equipment for baggage screening
in 2011. AIT machines allow security officers to
detect both metallic and non-metallic anomalies,

such as weapons and explosives on persons enter-
ing an airport’s sterile area. Additional funding
is also included for the Federal Air Marshal Ser-
vice (FAMS). This funding will allow the FAMS
to increase the number of international flights
covered by FAMS to defend against attempted
attacks on aviation. The Budget provides $54
million for the continued modernization and
streamlining of transportation security vetting
and credentialing, which will reduce duplicative
Transportation Security Administration process-
es and systems. This modernization will elimi-
nate redundancies for those applying for mul-
tiple credentials as all vetting will be performed
centrally, allowing for multiple credentials to be
issued with a single vetting process.

81
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Prevents Biological, Radiological, and
Nuclear Attacks. The Budget funds activities
to prevent attacks to our Nation. Procurement
and nationwide deployment of next-generation
BioWatch sensors is funded at $89 million. These
sensors will detect bio-attacks at the earliest
possible instant. As part of the ongoing effort to
protect against radiological or nuclear threats,
the Budget funds $61 million for radiation de-
tection equipment to enhance the Department of
Homeland Security’s detection capabilities at sea
ports, land border crossings, and airports.

Strengthens Border Security and Immi-
gration Verification Programs. The Bud-
get includes funding to support 20,000 Border
Patrol agents and complete the first segment of
Customs and Border Protection’s (CBP’s) virtual
border fence. The Budget also includes funding
for 300 new CBP officers for passenger and cargo
screening at ports of entry, as well as expansion of
pre-screening operations at foreign airports and
land ports of entry. The Budget provides more
than $1.6 billion for Immigration and Customs
Enforcement programs to expeditiously identify
and remove from the United States illegal aliens
who commit crimes. Included in this total is
continued support for the Secure Communities
program.

To enhance and expand immigration related
verification programs, the Budget provides $137
million to the U.S. Citizenship and Immigra-
tion Services. Through E-Verify, U.S. employers
can maintain a legal workforce by verifying the
employment eligibility of their workers, while
Systematic Alien Verification for Entitlements
(SAVE) assists Federal, State, and local bene-
fit-granting agencies with determining eligibil-
ity for benefits by verifying immigration sta-
tus. These programs promote compliance with
immigration laws and prevent individuals from
obtaining benefits for which they are not eligible.

Protects Critical Information Networks.
Data networks are central to the functioning of
our economy and Nation. The Budget provides
$364 million to support the operations of the

National Cyber Security Division, which protects
Federal systems as well as continuing efforts un-
der the Comprehensive National Cybersecurity
Initiative to protect our information networks
from the threat of attacks or disruptions.

Promotes Citizenship and Integration.
The Budget increases support for integration
of new immigrants with $18 million identified
to promote citizenship through education and
preparation programs, replication of promising
practices in integration for use by communities
across the Nation, and expansion of innovative
English learning tools.

Invests Significantly in Upgrading the
Coast Guard Fleet. The Budget funds $538
million to construct the fifth Coast Guard
National Security Cutter and $240 million to
produce four new Fast Response Cutters. Fund-
ing of $45 million enables Coast Guard to move
ahead with selection of a design for the Offshore
Patrol Cutter. These new assets replace an
aging fleet of cutters and patrol boats and pro-
vide stronger command and control platforms
for more effective and efficient execution of all
Coast Guard missions.

Supports First Responders, National
Preparedness, and Response Capabilities.
The Budget funds $4 billion in State and lo-
cal programs, including Firefighter Assistance
Grants, for equipping, training, exercising, and
hiring first responders. Of this amount, fund-
ing of $1.1 billion for the Urban Area Security
Initiative will direct resources to the metropoli-
tan vicinities with the highest threat—based on
a risk management methodology. Funding of
$600 million provides essential support to the
transportation sector through the Transit and
Port Security Grant Programs. The Budget also
supports disaster response and resilience efforts
by funding the Disaster Relief Fund (DRF) at
$1.95 billion. The DRF is used in the instance of
a presidentially-declared disaster or emergency
by the Federal Emergency Management Agen-
cy to assist State and local governments in the
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response, recovery, and mitigation against emer-
gency and disaster events.

Cuts Waste and Improves Performance by
Integrating and Unifying the Department.
The Budget funds a number of activities to im-

prove ongoing operations at DHS, including $288
million for the consolidation of DHS into one
major complex in the National Capital Region.
Funding is also provided to enhance the capabili-
ty and capacity of the DHS acquisition workforce.

Department of Homeland Security
(In millions of dollars)

Estimate
Actual
2009 2010 2011

Spending
Discretionary Budget Authority:

Departmental Management and Operations .............
Office of the Inspector General .........cccovvvriririnnnns
U.S. Citizenship and Immigration Services ...............
United States Secret Service .........ccovvrcnienienene.
Transportation Security Administration .....................
Federal Law Enforcement Training Center ................
Immigration and Customs Enforcement ....................
Customs and Border Protection ...........cccooeveirennen.
U.S. Coast GUArd ........cocervereemnierieeeiniieieeneiseieneis
National Protection and Programs Directorate .........
Federal Emergency Management Agency ................
Science and Technology ...........cceereereeereenienienieines
Domestic Nuclear Detection Office .........cccouvrirrenee.
TOtal, GrOSS ...ttt
Less fee-funded activities .........cooevrevrirrierenennn.
Total, Discretionary budget authority (net) .........cccoceenee.

............................... 963 1,131 1,618
............................... 123 130 130
............................... 149 224 382
............................... 1,412 1,483 1,572
............................... 4,741 5,126 5,724
............................... 333 282 278
............................... 4,992 5,437 5,624
............................... 9,686 10,134 9,817
............................... 8,112 8,595 8,466
............................... 3,108 -1,584 1,460
............................... 7,001 7,108 7,294
............................... 933 1,000 1,018
............................... 514 376 306
................................ 44,501 41,732 45,922
............................... 2,526 2,290 2,333
................................ 42,065 39,442 43,589

Bioshield (n0N-adQ)) ...........ccoevvueiorrsirsieesssiesssts st 1,763 -3,033 —
Memorandum:
Budget authority from American Recovery and Reinvestment Act ................. 2,755 — —

Budget authority from supplementals ...............cccccco....

Total, Discretionary outlays .........cccooceeevvirecsssiseennne,

................................ 500 3,842 254

................................ 48,967 51,404 53,248

Memorandum: Outlays from American Recovery and Reinvestment Act ....... 107 1,313 1,077

Mandatory Outlays:

U.S. Citizenship and Immigration Services ...............
Federal Emergency Management Agency ................

............................... 2,390 2,314 2,568
............................... 2,116 -158 -9



DEPARTMENT OF HOMELAND SECURITY

Department of Homeland Security—Continued
(In millions of dollars)

Estimate
Actual
2009 2010 2011

Customs and Border Protection

EXISHNG 1AW .ot 1,055 1,327 1,373

Legislative proposal .........cccocceeerrniierrrreceesere e — — 5

(ORI o =1y L CTU - (o T 1,512 1,500 1,604

Transportation Security AdMINIStration ... 290 369 407

AlLOINEE .o —4,694 -5,154 -5,538

Total, Mandatory OULIAYS ..........ccoererniiireicc e 2,669 198 410

TOtal, QUEIAYS ..vvvveceicecicce e 51,636 51,602 53,658

Credit activity

Direct Loan Disbursements:

Disaster ASSISTANCE .....ccvivrereririricirieere e 89 160 160

Total, Direct loan diSBUISEMENLS ......c.ccvvviveeiiciiicce s 89 160 160




DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT

Funding Highlights:

Provides $4.4 billion for the Community Development Fund, including full funding of
Community Development Block Grant formula funds and $150 million for Catalytic Investment
Competition Grants to implement economic development activities in targeted distressed

communities.

Department operations.

combating mortgage fraud.

e Provides a $2.1 billion increase over the 2010 Budget for rental assistance to extremely
low- and low-income families through Housing Choice Vouchers and Project-Based Rental
Assistance. Rental assistance helps prevent homelessness and other hardships.

e Begins a new multi-year initiative to combine the Department’s multiple rental assistance
programs into a single funding stream and encourage entities that administer Housing
Choice Vouchers to operate on a regional basis. This initiative will more effectively preserve
the public housing stock, provide assisted families greater housing mobility, and streamline

e Strengthens communities and regions through place-based initiatives. The 2011 Budget
requests an additional $250 million for Choice Neighborhoods; and includes $150 million for
the Department’s role in developing and supporting the Sustainable Communities initiative in
partnership with the Department of Transportation and the Environmental Protection Agency.

e Provides an unprecedented $2.1 billion for the Department’s Homeless Assistance Grants
Program to implement the Homeless Emergency Assistance Rapid Transition to Housing
(HEARTH) Act; the budget for homeless programs reflects the Administration’s commitment
and goal to make visible, sustained progress toward ending homelessness.

o Reforms Federal Housing Administration (FHA) mortgage insurance, increases funding
for FHA information technology and risk management, and provides additional funds for

The Department of Housing and Urban
Development (HUD) is committed to fulfilling
its mission of supporting home ownership,
increasing access to affordable housing free
from discrimination, and supporting innovative
and sustainable community development.
The President’s Budget provides $48.5 billion
in program funding to support HUD’s core

programs and new initiatives to achieve these
important goals while protecting taxpayer
dollars and reducing costs through stronger risk
management and reform of inefficient programs.
This funding will be offset by estimated
collections of $6.9 billion from responsible credit
premiums charged for HUD mortgage insurance
and other credit enhancements.
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DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

Fully Funds the Community Development
Block Grant Program. The Budget provides
$4.4 billion for the Community Development
Fund, including $3.99 billion for the Commu-
nity Development Block Grant (CDBG) formula
program, and $150 million for the creation of a
Catalytic Investment Competition Grants pro-
gram. The new Catalytic Competition Grants
program uses the authorities of CDBG, but will
provide capital to bring innovative economic de-
velopment projects to scale to make a measurable
impact. The competitive grants will fund appli-
cants with targeted economic investments while
leveraging other federal neighborhood revital-
ization programs, including mainstream CDBG
funding. Unlike CDBG, consortia including high
capacity non-governmental entities that have de-
veloped an innovative plan may apply, along with
governmental entities, and the grants will target
areas experiencing significant economic distress.
The program will create a well-targeted funding
stream that is responsive to changes in market
conditions and that enhances the economic com-
petitiveness of distressed communities.

Increases Funding for the Housing Choice
Voucher Program. The President’s Budget
requests $19.6 billion for the Housing Choice
Voucher program to help more than two million
extremely low- to low-income families with rental
assistance to live in decent housing in neighbor-
hoods of their choice. The Budget continues fund-
ing for all existing mainstream vouchers and pro-
vides flexibility to support new vouchers leased in
2009 and 2010 and $85 million in special purpose
vouchers for homeless families with children,
families at risk of homelessness, and persons
with disabilities. The Administration remains
committed to working with the Congress to focus
the goals and objectives of the program, as well as
address the program’s costly inefficiencies, and to
fully utilize available funding by alleviating the
administrative burdens on the Public Housing
Authorities that implement HUD voucher and
other programs, and establish a funding mecha-
nism that is transparent and predictable in order
to serve more needy families.

Preserves 1.3 Million Affordable Rental
Units through Project-Based Rental Assis-
tance Program. The President’s Budget pro-

vides $9.4 billion for the Project-Based Rental As-
sistance program to preserve approximately 1.3
million affordable rental units through increased
funding for contracts with private owners of mul-
tifamily properties. This critical investment will
help extremely low- to low-income households to
obtain or retain decent, safe and sanitary housing.

Launches the Conversion of Public
Housing to Project-based Vouchers Through
the Transforming Rental Assistance Initia-
tive. The Administration requests $350 million
to fund the first phase of this multi-year initia-
tive to regionalize the Housing Choice Voucher
program and convert Public Housing to project-
based vouchers. The primary goals of this initia-
tive are to improve the physical condition and
management of the public housing stock, increase
the mobility of assisted families, and streamline
HUD oversight of its rental assistance programs.

Combats Mortgage Fraud. The Budget pro-
vides $20 million for HUD to combat mortgage
fraud and predatory lending practices. These
resources will allow HUD to increase enforce-
ment of mortgage and home purchase settlement
requirements.

Provides Funding for Choice Neighbor-
hoods. By providing $250 million in 2011, the
Budget continues HUD’s effort to make a range
of transformative investments in high-poverty
neighborhoods where public and assisted housing
is concentrated. A central element of the Admin-
istration’s place-based agenda, this initiative will
invest in public, private and nonprofit partners
that have transformative neighborhood interven-
tions and provide the greatest returns on Federal
investment.

Implements the Homeless Emergency
Assistance Rapid Transition to Housing
(HEARTH) Act. The President’s Budget provides
$2.1 billion for HUD’s Homeless Assistance
Programs to effectively implement the HEARTH
Act. Enacted in May 2009 to fundamentally
transform the Federal response to homelessness,
HEARTH streamlined three current homeless
programs into one, placed greater emphasis on
homelessness prevention, and provided increased
funds for renewal costs and permanent housing
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beds. The Budget will support the key priorities
reflected in HEARTH, including $200 million for
Emergency Solutions Grant, funding for about
10,000 new permanent housing beds, and a com-
petitive rural program. HUD is also working
in partnership with the Department of Veteran
Affairs to substantially lower the number of
homeless veterans.

Helps Communities Become More
Sustainable and Livable. As part of the Presi-
dent’s Partnership for Sustainable Communities,
the Budget includes $150 million to help stimulate
comprehensive regional and community planning
efforts that integrate transportation and housing
investments that result in more regional and local
sustainable development patterns, reduce green-
house gases, and increase more transit accessible
housing choices for residents. HUD’s Sustainable
Communities Initiative also expands and better
coordinates Federal efforts to create incentives
for State and local governments to plan for and
implement pre-disaster mitigation strategies.
Coordinating hazard mitigation efforts with re-
lated sustainability goals and activities will re-
duce risks while protecting life, property, and the
environment. Combined with the Department of
Transportation’s funding for strengthening the
capacity of States and local governments to make
smarter infrastructure investments and the En-
vironmental Protection Agency’s technical assis-
tance, this interagency Partnership, which is one
of the pillars of the Administration’s place-based
agenda, aims to lower the cost of living while im-
proving the quality of life in local communities.
It will do so by providing more coordinated hous-
ing and transportation options, improving envi-
ronmental quality, and better leveraging Federal
investments.

Enhances FHA’s Risk Management and
Housing Counseling. The Budget provides
an additional $18 million for FHA to enhance
its monitoring and management of its insurance
portfolio’s financial risk. In addition, the Budget
includes programmatic changes to single-fam-
ily mortgages insured by FHA. These changes,
which include raising the minimum credit score
for high-risk borrowers and restructuring of in-
surance premiums, will reduce risk and replenish
FHA’s capital reserves while allowing it to meet
its mission of providing sound access to home
financing for underserved populations. In addi-
tion, the Budget proposes $338 million for hous-
ing counseling, including a greater than 7 percent
increase for the Neighborhood Reinvestment Cor-
poration (NeighborWorks), which will fund vital
foreclosure counseling services in communities
across the Nation.

Expands Funding for High-Priority
Research and Program Evaluations. The
Budget provides increased funding for housing re-
search, fully funds the American Housing Survey,
and funds three new impact evaluations as part
of the Government-wide evaluation initiative—a
Family Self-Sufficiency Demonstration, Rent Re-
form Demonstration, and Choice Neighborhoods
Demonstration. This increased investment in re-
search will allow HUD to determine whether pro-
grams are achieving their intended outcomes and
provide new evidence on how to efficiently and ef-
fectively provide rental assistance. The Budget
also includes $25 million to support research and
development (R&D) tied to the President’s na-
tional goa