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Introduction

The 2010 edition of “Federal Spending by the Numbers” shows spending and deficits continuing to grow at a
pace not seen since World War 11. Washington will spend $30,543 per household in 2010—$5,000 per household
more than just two years ago. While some of this spending is a temporary result of the recession, President Obama’s
latest budget would replace this temporary spending with permanent new programs. Consequently, by 2020—a
time of assumed peace and prosperity—Washington would still spend nearly $36,000 per household, compared to
$25,000 per household before this recession (adjusted for inflation).

Since 2000, spending has grown across the board. Entitlement spending has reached a record 14 percent of GDP.
Discretionary spending has expanded 79 percent faster than inflation as a result of large defense and domestic spend-
ing hikes. Other spending categories that have grown rapidly since 2000 include: anti-poverty programs (89 percent
faster than inflation), K12 education (219 percent), veterans spending (107 percent), and Medicare (81 percent).
And despite all the pressing national priorities, lawmakers approved over 9,000 earmarks last year at a cost of $16.5
billion. Simply put, all parts of government are growing.

Consequently, Washington’s 2009 budget deficit is estimated at $1.5 trillion ($12,664 per household). While
deficits naturally rise during recessions, one would expect them to eventually return back to the $100 billion to $400
billion range that prevailed before the recession. However, the President’s budget shows annual budget deficits aver-
aging just under $1 trillion for the next decade—a level of borrowing that would cause the national debt to double.
These deficits would not only raise interest rates, they would also nearly quadruple the net interest costs of the
national debt over the next decade.

Of course, not all future spending is inevitable. In the 1980s and 1990s, Washington consistently spent $21,000
per household (adjusted for inflation). Simply returning to that level would balance the budget by 2012 without any
tax hikes. Alternatively, returning to the $25,000 per household level (adjusted for inflation) that Washington spent
before the current recession would likely balance the budget by 2019 without any tax hikes.

This years edition updates all spending figures. It includes a new page showing that 90 percent
of the rising long-term budget deficits are driven by rising spending, and just 10 percent of the rising
deficits are caused by falling revenues. An additional graph shows the changing composition of fed-
eral spending since 1962, as entitlements have crowded out defense.







Overall Budget Trends

The Federal Budget, 1990-2010

IN BILLIONS OF INFLATION-ADJUSTED DOLLARS (2010)

Discretionary  Entitlement

Spending Spending
1990 $821 $932
1991 836 935
1992 806 979
1993 793 987
1994 781 1,035
1995 765 1,038
1996 731 1,079
1997 735 1,088
1998 735 [,143
1999 750 [,181
2000 787 1,218
2001 811 1,258
2002 902 1,359
2003 988 1,415
2004 1,042 1,440
2005 1,087 1,481
2006 [,102 1,530
2007 1,098 1,531
2008 [,155 1,623
2009 1,258 2,128
2010 1,375 2,034

Net Interest
Spending

$302
305
301
292
293
326
331
328
321
302
285
257
210
183
186
206
246
250
257
190
209

Total

Spending

$2,056
2,075
2,085
2,071
2,109
2,129
2,140
2,151
2,199
2,233
2,290
2,326
2,471
2,586
2,668
2,775
2,878
2,879
3,035
3576
3,618

Total Surplus/
Revenue Deficit
$1,693 —$363
[,653 —422
[,647 —438
1,697 —375
1,816 -293
1,898 —230
1,993 —147
2,121 -29
2,291 92
2,398 |65
2,593 302
2,487 160
2,277 —194
2,134 —452
2,188 —480
2,417 —357
2,609 —269
2,709 —170
2,569 —467
2,140 —1,436
2,118 -1,500

Under the President’s Budget, Spending Growth Will Continue
to Outpace Revenues
IN BILLIONS OF INFLATION-ADJUSTED DOLLARS (2010)
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Source: Office of Management and Budget, Budget of the United States Government, FY 201 |, Historical Tables, Table 1.1,
at http:/lwww.whitehouse.goviomb/budget/Historicals (April 26,2010); Congressional Budget Office,”/An Analysis of the
President's Budgetary Proposals for Fiscal Year 201 |, March 2010, at http://www.cbo.gov/fipdocs/ | | 2xx/doc| | 280/

frontmattershtml (April 26,2010).

Under President
Obama’s budget,
Washington is projected
to spend $3,618 billion,
raise $2,118 billion,

and run a $1,500 billion
deficit in 2010.

Tax revenues strongly
correlate with economic
growth. The recession is
chiefly responsible for
collapsing revenues.

Spending has increased
19 percent faster than
inflation since 2008.

The projected $1,500
billion budget deficit
represents a post—World
War I record 10.3 per-
cent of GDP. More than
41 cents of every dollar
Washington spends in
2010 will be borrowed.



Overall Spending Trends

From 2000 to 2010,
real federal spending
will have increased
from $21,875 per
household to $30,543
per household.

In 2010, the federal
government will spend
$30,543 per household,
collect taxes of $17,879
per household, and

run a budget deficit of
$12,664 per household.

Under President Obama’s
budget, deficits from
2010 through 2020
would total $82,219

per household.

Surging Social Security,
Medicare, and net inter-
est costs are set to crowd
out spending on other
programs.

In 2010, Washington Will Spend $30,543 per Household

INFLATION-ADJUSTED DOLLARS (2010)
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2020:
: $35,604

2010:

$30,543:
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$22,027 $21,875

$20,000

$10,000

$0
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Source: Office of Management and Budget, Budget of the United States Government, FY 201 |, Historical Tables, Table 1.1,
at http:/Imww.whitehouse.goviomb/budget/Historicals (April 26,2010); Congressional Budget Office,"An Analysis of the
President’s Budgetary Proposals for Fiscal Year 201 1,” March 2010, at http://mww.cbogov/ftpdocs/ | | 2xx/doc | | 280/
frontmattershtml (April 26,2010). Household totals based on U.S. Census Bureau data.

Social Security and Medicare Are Crowding Out Other Spending

COMPOSITION OF FEDERAL SPENDING

- 18%
28% |
g - 18%
6%
3% < 5
13% 1 - 14%
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49%
- 14%
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Source: Office of Management and Budget, Budget of the United States Government, FY 201 |, Historical Tables, Table 3.2,
at http:/mww.whitehouse.gov/omb/budget/Historicals (April 26,2010). Figures for FY 2011 through 2020 represent
current—policy baseline projections calculated using Congressional Budget Office," The Budget and Economic Outlook:
Fiscal Years 2010 to 2020, January 2010, at http://www.cbo.gov/ftpdocs/ | 08xx/doc ! 087 | IBudgetOutlook201 0_Jan.cfm
(April 26,2010).




Where Is All the Money Going?

Federal spending has grown 62 percent faster than inflation since 2000.

Defense spending has grown 91 percent over its pre-9/11 trough, yet still remains well below the historical average
as a percentage of the economy.

The expensive Medicare drug benefit played a large role in Medicare’s sharp cost increase.

Anti-poverty spending rose rapidly under President George W. Bush, and has risen again during the recession.
Unemployment spending is also up due to the recession.

Energy costs fluctuate yearly, so the rapid growth rate over 2000 is not indicative of a long-term trend.

Mortgage credit and deposit insurance costs were high in 2009 due to the financial and mortgage bailouts. The low
(and occasionally negative) 2010 totals result from recipients repaying a portion of that spending.

Despite the new spending and deficits, record-low interest rates caused net interest costs to decline. Net interest
spending will jump when interest rates rise back to normal levels.

Federal Spending by Category, 2000-2010

IN MILLIONS OF INFLATION-ADJUSTED DOLLARS (2010)

TOTAL OUTLAYS 20002010 INCREASE
2000 2010 Amount Pct. Avg. Annual Pct.
Social Security $524,119 $721,496 $197,377 38% 32%
National defense 376,826 719,179 342,353 91% 6.7%
Medicare 252,333 457,159 204,826 81% 6.1%
Income security programs 189,936 363,019 173,083 91% 6.7%
Medicaid and SCHIP 152,517 284,486 131,969 87% 6.4%
Unemployment benefits 29,459 194,270 164,81 | 559% 20.8%
Net interest 285406 187,772 —97,634 —34% —4.1%
Veterans benefits 60,153 [24,655 64,502 107% 7.6%
Federal retirement and disability 98,765 120,628 21,863 22% 2.0%
Education 42,547 108,337 65,790 155% 9.8%
Highways and mass transit 40,577 72,668 32,091 79% 6.0%
Health research and regulation 38420 65,107 26,687 69% 54%
Justice administration 36,483 55,025 18,542 51% 4.2%
International affairs 22,035 51,138 29,103 132% 8.8%
Natural resources and environment 32016 47,039 15,023 47% 3.9%
Training, employment, social services 26,279 34,184 7,905 30% 2.7%
General science, space and technology 23,803 33,032 9,229 39% 3.3%
General government 16,658 29,290 12,632 76% 5.8%
Community and regional development 13,599 28,469 14,870 109% 71.7%
Farm subsidies 46,671 26,610 —20,06| —43% —5.5%
Federal employee health and other health 6,850 22,743 15,893 232% 12.7%
Air transportation 13,532 22,721 9,189 68% 5.3%
Energy 974 18,952 19,926  —2,045% n/a
Allowances for new initiatives 0 18,750 18,750 n/a n/a
Water transportation 5,869 11,069 5,200 89% 6.5%
General retirement and disability insurance 6,643 7953 1,310 20% 1.8%
Postal service 2,725 1,038 —1,687 —62% —9.2%
Mortgage credit and other commerce 5,288 270 -5018 —95% -25.7%
Deposit insurance —3,908 26,627 22,719 581% 21.2%
Undistributed offsetting receipts/other -54510 —79,731 —25,221 46% 3.9%
TOTAL SPENDING $2,290,118  $3,720,701 $1,430,583 62% 5.0%

Note: The 2010 spending estimates differ slightly from those on page 3 due to scoring differences between OMB and the Congressional Budget Office.

Source: Office of Management and Budget, Budget of the United States Government, FY 201 |, Historical Tables, Table 3.2, at http://www.whitehouse.gov/omb/budget/
Historicals (April 26,2010).




Discretionary Spending

e Discretionary spending is

the portion of the annual
budget that Congress
actually determines.

Since 2000, discretion-
ary outlays surged 79
percent faster than
inflation, to $1,408
billion. The “stimulus”
is responsible for $111
billion of 2010 discre-
tionary spending.

Between 1990 and 2000,
$80 billion annually in
new domestic spend-
ing was more than fully
offset by a $100 billion
cut in annual defense
and homeland security
spending, leaving
(inflation-adjusted)
discretionary spending
slightly lower.

Since 2000, all types of
discretionary spending
have grown rapidly.

Overall, since 1990,
domestic discretionary
spending has risen 104
percent faster than infla-
tion and defense/security
discretionary spending
has risen 51 percent.

Real Discretionary Outlays Have Surged 79% Since 2000

IN BILLIONS OF INFLATION-ADJUSTED DOLLARS (2010)
$1500

$1,408

$1200
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$600

DEFENSE AND
HOMELAND

SECURITY
$300 (Up 51%
since 1990)
$O T ‘ T T ‘ T I
1990 1995 2000 2005 2010

Annual Growth in Real Discretionary Outlays
PERCENTAGE CHANGE OF INFLATION-ADJUSTED DOLLARS (2010)

11.9%

12% .3%

10%

8%

6%

4%

2%

—4.5%

-6%
Note: These discretionary figures differ slightly from those in the table on page 3 due to scoring differences between
OMB and the Congressional Budget Office.

Source: Office of Management and Budget, Budget of the United States Government, FY 201 |, Historical Tables, Table 8.1,
at http:/mwwwhitehouse.goviomb/budget/Historicals (April 26,2010).




Entitlement Spending

Three Major Entitlements and Tax Revenues, 2000-2050

PERCENTAGE OF GDP
25%

Historical tax level:
TAX 18.3%

20% REVENUE 18.4%

15%

10%
7.4%

5%

SOCIAL SECURITY

O% ‘ I I I ‘ T E ‘ I T T I ‘ T ‘ I T T I ‘ T i
2000 2005 2010 2015 2020 2025 2030 2035 2040 2045 2050

Source: Spending projections from Congressional Budget Office, atternative fiscal scenario in*The Long-Term Budget
Outlook;” June 2009.

Tax Increase Needed to Fund Social Security, Medicare,
and Medicaid Cost Increases

TAX INCREASE PER HOUSEHOLD, ADJUSTED FOR INFLATION AND
INCOME GROWTH

$15,000

$12,636

$10,000

$5,000
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Source: Heritage Foundation calculations based on Congressional Budget Office data.

Entitlement spending is
on autopilot, with annu-
al spending determined
by benefit formulas and
caseloads.

Entitlements (excluding
net interest) account for
56 percent of all federal
spending and 14 percent
of GDP—up from 10
percent of GDP three
years ago.

The three largest entitle-
ments are Social Secu-
rity, Medicare, and Med-
icaid. Their total cost is
projected to leap from
8.4 percent of GDP in
2007 to 18.4 percent by
2050.

Unless those three pro-
grams are reformed,
policymakers will even-
tually have to choose
from among:

— Raising taxes by the
current equivalent of
$12,636 per house-
hold by 2050, and
further thereafter;

— Eliminating every
federal program
except Social Secu-
rity, Medicare, and
Medicaid; or

— Increasing the
national debt to
unprecedented levels
that could cause an
economic collapse.



Anti-Poverty Spending Is Surging

e Anti-poverty spending
has surged 89 percent Anti-Poverty Spending Has Jumped 89% Since 2000
faster than inflation

since 2000. Nearly
half of this increase Funding by Category 2000 2010  Increase

Health care assistance $152517 $284,486 87%

IN MILLIONS OF INFLATION-ADJUSTED DOLLARS (2010)

occurred in the past

. Food assistance 41,583 99,258 139%

two years. President ‘ '
B hyb the first Housing assistance 37,059 76,969 108%
us . ccame the 1urs Cash and other assistance 11,294 186,792 68%
President to spend 3 TOTAL ANTI-POVERTY SPENDING $342,453  $647,505 89%

percent of GDP on anti-

poverty programs, and Funding for the Largest Anti-Poverty Programs 2000 2010 Increase
President Obama has Medicaid grants to states - . $150956  $275383 82%
already pushed it above Food stamp program and administration 23,566 72,482 208%
yP f Supplemental Security Income (SSI) 42,871 50,925 19%
4 percent of GDF. State Earned Income Tax Credit (EITC) payments 33410 49539 48%
and local governments Housing vouchers and public housing 29,964 35,782 19%
Spel’ld an additional 2 Homeowner aid in Stimulus/TARP 0 30,960 n/a
percent of GDP on these Child tax credit payments 1,036 23,355 2,155%
programs. Making Work Pay credit 0 20,476 n/a
emporary Assistance for Needy Families , , —10%
) o Temporary Assi for Needy Families (TANF) 19,796 17,754 0%
* Since 2000, Medicaid Child nutrition programs 11,781 17,307 47%
and Food Stamp rolls State Children's Health Insurance Program (SCHIP) 1,562 9,103 483%
have expanded by Women, Infants and Children (WIC) 5,057 7,704 52%
neal‘ly 20 million. Aver- Child care programs 4,758 6,319 33%
age benefit levels have Other programs 17,697 30416 72%
TOTAL ANTI-POVERTY SPENDING $342,453  $647,505 89%

grown faster than the
inflation rate.

Federal Anti-Poverty Spending Now Tops a Record 4% of GDP

e Program success should

be measured by reduced PERCENTAGE OF GDP

government depen- 5%

dency, not increased 2010:
spending.

4%

1%
1962:
0.5%

CASH/OTHER

0%
1962 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010
Note: EITC, Child Tax Credit, and Making Work Pay payments reflect actual subsidies beyond the tax reductions
enjoyed by participants.

Source: Office of Management and Budget, Budget of the United States Government, FY 201 |, Historical Tables, Tables 3.2
and 8.5, at http://www.whitehouse.gov/omb/budget/Historicals (April 27,2010). Figures consist of budget functions 604
(housing aid), 605 (food aid), 609 (other income support), Medicaid, and SCHIR




Popular Programs Are Growing Rapidly

Lawmakers have had difficulty setting budget priorities in recent years. In addition to funding two wars and the

largest anti-poverty budgets in American history, they have increased spending on popular programs like education,
veterans benefits, and Medicare at unsustainable rates.

K-12 Education Spending Has Surged 219% Since 2000

IN BILLIONS OF INFLATION-ADJUSTED DOLLARS (2010)
$90
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$30
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Veterans Spending Is Up 107% Since 2000

IN BILLIONS OF INFLATION-ADJUSTED DOLLARS (2010)
515 $124
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$25
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Medicare Spending Has Jumped 81% Since 2000

IN BILLIONS OF INFLATION-ADJUSTED DOLLARS (2010)
$500 $456
2008:

$400

$300
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Source: Data from Office of Management and Budget, Budget of the United States Government, FY 201 |, Historical Tables,
Table 3.2, at http://wwwwhitehouse.gov/omb/budget/Historicals (April 27,2010), figures then adjusted for inflation.
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Earmarks

e Earmarks distribute gov-

ernment grants by politi- | The Number of Pork Projects Remains Near 10,000

cal favoritism rather NUMBER OF PORK PROJECTS
than merit. Rather than )
15,000

allow agencies to distrib- 13,997
ute grants based on mer-
it, or let state and local
governments decide
how to distribute federal
grant dollars within their
own communities, law-
makers earmark govern- 9,000
ment grants to recipients
of their choosing.

12,000

e Consequently, the dis-
tribution of government
grants now typically
depends on politics,
campaign contribu- 3000
tions, and the committee
assignments of local
lawmakers.

6,000

* President Obama 1991 1995 2000 2005 2010
pledged to reduce ear-
mark spending down to
the 1994 level of $7.8 The Cost of Pork Projects Is Receding from Recent Record Highs
billion (in nominal dol-
lars). Instead, he signed
$16.5 billion of appro-
priations earmarks into
law last year. $30

IN BILLIONS OF INFLATION-ADJUSTED DOLLARS (2010)
$35

e House Republicans have
announced a one-year
moratorium on all ear-
marks. House Demo-
crats have announced $20
a one-year moratorium
on earmarks to for-profit
companies. The Senate $15
continues to earmark
as usual.

LI LT
e In addition to regular
annual appropriations .
earmarks, the 2005 high- $5
way authorization bill

contained approximately %
6,371 earmarks worth 191 1995 2000 2005 2010
$25 billion in total.

$25

Source: Citizens Against Government Waste, at http://councilforcagw.org/site/PageServer’pagename= reports_
porkbarrelreport (April 27,2010).
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The Consequence of Runaway Spending: Budget Deficits

The President’s Budget Would Bring Record Budget Deficits...

IN BILLIONS OF INFLATION-ADJUSTED DOLLARS (2010)

$600

2000: $302

$300 SURPLUS

1970 1975 1980 1985 1990 1995 2005 2010 2015 2020

$0
DEFICIT 2000 Projected
—-$300

1992:
~$600 ~$438

-$900

2020:

-$1,200 —$1,041

—$1,500
2010:-$1,500
Note: The 2009 budget deficit includes both a Bush portion and an Obama portion.

Source: Office of Management and Budget, Budget of the United States Government, FY 201 |, Historical Tables, Table 1.1,
at http://www.whitehouse.gov/omb/budget/Historicals (April 27,2010); Congressional Budget Office,"An Analysis of

the President's Budgetary Proposals for Fiscal Year 201 |," March 2010, at http://www.cbo.gov/ftpdocs/ | | 2xx/doc | | 280/
frontmattershtml (April 27,2010).

...And Double the National Debt Over the Next Decade

DEBT AS A PERCENTAGE OF GDP

100%
2020: 90%

80%

60%

40%

1970:28%
20% S—
Projected

0%

1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020

Source: Office of Management and Budget, Budget of the United States Government, FY 201 |, Historical Tables, Table 7.1,
at http:/fwww.whitehouse.goviomb/budget/Historicals (April 27,2010); Congressional Budget Office,"An Analysis of the
President's Budgetary Proposals for Fiscal Year 201 1, March 2010, at http://mww.cbo.gov/ftpdocs/ | | 2xx/doc| | 280/
frontmattershtml (April 27,2010).

11

e From 1989 through

2008, annual budget
deficits averaged $210
billion (adjusted for
inflation).

President Bush handed
President Obama a $1.2
trillion deficit for 2009.
Obama added more
than $200 billion to it.

President Bush’s bud-
get deficits averaged
$447 billion. President
Obama’s budget shows
average deficits of $851
billion over the eight
years he would serve if
he wins a second term.

President Obama’s bud-
get would double the
publicly held national
debt by 2020.



Net Interest Spending

e Despite increased bor-

rowing, recorﬁ-lowk Under the President’s Budget, Net Interest Costs
interest rates have kept Would Nearly Quadruple by 2020

net interest costs down.
. 7 SPENDING ON NET INTEREST, IN BILLIONS OF INFLATION-ADJUSTED DOLLARS (2010)
e Under the President’s

budget, the combina- 3800 $760

tion of rising interest 5700

rates and a doubling of

the national debt would 5400

nearly quadruple infla-

tion-adjusted net inter- $500

est costs over the next

decade. $400
e By 2020, net interest

costs would account for $300

arecord 16.1 percent of

the federal budget and $200

4.1 percent of GDP. Net

interests costs would be $100

nearly three-quarters the 5

size of the entire $1,041

o . 1990 1995 2000 2005 2010 2015 2020
billion deficit.

Source: Office of Management and Budget, Budget of the United States Government, FY 201 |, Historical Tables, Table |.1,
at http:/mwwwhitehouse.gov/iomb/budget/Historicals (April 28,2010); Congressional Budget Office,“An Analysis of the
President's Budgetary Proposals for Fiscal Year 201 |,” March 2010, at http://www.cbo.gov/ftpdocs/ | | 2xx/doc| | 280/
frontmattershtml (April 28,2010).

By 2020, Net Interest Costs Will be More than 70%
the Size of the Entire Budget Deficit

IN INFLATION-ADJUSTED DOLLARS (2010) $4.706
billion
f ................. —
Deficit: e
$3,665 1,041 billion [AhaHE
billion

REVENUES SPENDING

Source: Congressional Budget Office,"An Analysis of the President’s Budgetary Proposals for Fiscal Year 201 1," March
2010, at http:/Iwww.cbo.govlftpdocs/ | | 2xxIdoc | | 280/ frontmattershtml (April 28,2010).




Spending and the Budget Deficit

Under the Current Policy Baseline, Spending Is Causing
the Deficits

PERCENTAGE OF GDP
30%

26.5%

25%

SPENDING Average,

1960-2009:

Spending:
----------------- <« 20.3%

18.2% Revenue:
---< 18.0%

20%

REVENUE

15%

Projected

10%
1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020

Entitlements and Net Interest Spending Will Create
Permanent, Unsustainable Budget Deficits
CURRENT POLICY BASELINE, AS A PERCENTAGE OF GDP

2001 2008 2010*%  2020%*

Total revenues 19.8 17.7 14.7 18.2
Total spending 18.5 21.0 242 26.5
Discretionary spending 6.5 8.0 9.4 77
Defense 3.0 4.3 4.8 3.8
Non-defense 34 3.7 4.7 3.9
Entitlement spending 10.0 1.2 13.4 14.1
Social Security 4.3 4.3 4.8 52
Medicare (net) 2.1 2.7 3.1 38
Medicaid [.3 |.4 1.9 2.0
Other entitlement spending 2.3 28 3.6 3.1
Net interest spending 2.0 1.8 1.4 4.6
Surplus/deficit 1.3 -3.2 -9.6 -83
Debt held by the public 33.0 40.8 60.6 97.5
* Estimate.

Note: Budget projections on this page are based on a current policy budget baseline that assumes the 2001 and 2003 tax
cuts are extended, the Atternative Minimum Tax continues to be patched, discretionary spending grows with the economy,
war spending winds down, and the Medicare “doc fix" continues. Baseline also incorporates new health care law.

Source: Heritage Foundation calculations using Congressional Budget Office," The Budget and Economic Outlook: Fiscal
Years 2010 to 2020, January 2010, at http://mww.cbogov/ftpdocs/ | 08xx/doc | 087 | /BudgetOutlook201 0_jan.cfm (April 28,
2010).
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e Rising spending—not
low revenues—is driv-
ing the long-term budget
deficits. By 2020, spend-
ing is projected to be 6.2
percent of GDP above
the historical average,
while projected 2020
revenues are 0.2 percent
of GDP above the his-
torical average. Thus, the
entire expanded budget
deficit will be caused by
rising spending, rather
than by falling reve-
nues—even if the 2001
and 2003 tax cuts are
extended.

e Between 2008 and 2020,
the cost of Social Secu-
rity, Medicare, Medicaid,
and net interest is pro-
jected to rise from 10.2
percent of GDP to 15.6
percent of GDP—making
them responsible for
nearly the entire rising
budget deficit.



Nowhere to Cut?

Immediately before the current recession, Washington spent $24,800 per household. Simply returning to that level
(adjusted for inflation) would likely balance the budget by 2019 without any tax hikes.

The federal government made at least $98 billion in improper payments in 2009.
Washington spends $92 billion on corporate welfare (excluding TARP) versus $71 billion on homeland security.
Washington spends $25 billion annually maintaining unused or vacant federal properties.

Government auditors spent the past five years examining all federal programs and found that 22 percent of them—
costing taxpayers a total of $123 billion annually—fail to show any positive impact on the populations they serve.

The Congressional Budget Office published a “Budget Options” series identifying more than $100 billion in
potential spending cuts.

Because of overstaffing, the U.S. Postal Service selects 1,125 employees per day to sit in empty rooms. They are not
allowed to work, read, play cards, watch television, or do anything. This costs $50 million annually.

Washington will spend $2.6 million training Chinese prostitutes to drink more responsibly on the job.

Stimulus dollars have been spent on mascot costumes, electric golf carts, and a university study examining how
much alcohol college freshmen women require before agreeing to casual sex.

Examples from multiple Government Accountability Office (GAO) reports of wasteful duplication include 342
economic development programs; 130 programs serving the disabled; 130 programs serving at-risk youth; 90 early
childhood development programs; 75 programs funding international education, cultural, and training exchange
activities; and 72 safe water programs.

A GAO audit classified nearly half of all purchases on government credit cards as improper, fraudulent, or
embezzled. Examples include gambling, mortgage payments, liquor, lingerie, iPods, Xboxes, jewelry, Internet
dating services, and Hawaiian vacations. In one extraordinary example, the Postal Service spent $13,500 on one
dinner at a Ruth’s Chris Steakhouse, including “over 200 appetizers and over $3,000 of alcohol, including more
than 40 bottles of wine costing more than $50 each and brand-name liquor such as Courvoisier, Belvedere and
Johnny Walker Gold.” The 81 guests consumed an average of $167 worth of food and drink apiece.

Improper or fraudulent Medicare spending now totals $47 billion annually—12.4 percent of its budget.

New York distributed $140 million in stimulus money into the individual accounts of families on welfare, yet
neglected to mention it was intended for school supplies. Local ATMs were depleted, and much of the money was
reportedly spent on “flat screen TV, iPods and video gaming systems” as well as “cigarettes and beer.”

Washington will spend $615,175 on an archive honoring the Grateful Dead.
Federal employees owe more than $3 billion in income taxes they failed to pay in 2008.

Each month, taxpayers provide $40,000 worth of office space, cell phones, staff, and an SUV for former House
Speaker Dennis Hastert, who currently works as a lobbyist for private corporations and foreign governments.

House Speaker Nancy Pelosi and her staff have charged taxpayers $101,000 for “in-flight services”—including
food and liquor—during trips on Air Force jets over the last two years. Charges reportedly include “Maker’s Mark
whiskey, Courvoisier cognac, Johnny Walker Red scotch, Grey Goose vodka, E&J brandy, Bailey’s Irish Creme,
Bacardi Light rum, Jim Beam whiskey, Beefeater gin, Dewars scotch, Bombay Sapphire gin, Jack Daniels whiskey,
and Corona beer.”

The Legal Services Corporation, which is supposed to provide legal services to the poor, has repeatedly ignored
warnings to stop spending its money on alcohol. It also funds limousines, first-class airfare, and “death by
Chocolate” pastries for its executives.

The Department of Energy spent nine years and $153 million on an obsolete cyber-security project that was
supposed to safeguard America’s nuclear weapons information.

The stimulus set aside $350 million for a national broadband coverage map—even though one private firm stated
it could create one for $3.5 million.
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Fannie Mae—now backed up by taxpayers—paid $6.3 million in legal defense costs for ousted executives such as
Franklin Raines. An additional $16.8 million was spent defending Fannie Mae’s regulators in litigation against the
former executives.

The Census Bureau spent $2.5 million on Super Bowl ads, and on-air mentions by sportscasters.

New documents reveal that the Department of Homeland Security (DHS) lost 1,000 computers in 2008. Not to be
outdone, Homeland Security officers lost nearly 200 guns in places like restaurant restrooms, convenience stores,
and bowling alleys. Several of the guns ended up in the hands of criminals.

The State Department will spend $450,000 on art shows in Venice, Italy.

During a recent three-day conference, NASA spent $62,611 on “light refreshments” for its 317 attendees—$66 per
day per person. NASA officials said such expensive snacks were needed to keep its officials from wandering away
from the conference.

NASA spent $500 million constructing a 355-foot steel tower to launch a rocket that is now unlikely to ever
be built.

The Congressional Research Service has confirmed that the new health care law may subsidize Viagra and other
sexual performance drugs for convicted rapists and sex offenders.

Federal agencies are delinquent on nearly 20 percent of employee travel charge cards, costing taxpayers hundreds
of millions of dollars annually.

The Securities and Exchange Commission spent $3.9 million rearranging desks and offices at its Washington, D.C.,
headquarters.

Over half of all farm subsidies go to commercial farms, which report average household incomes of $200,000.
A GAO audit found that 95 Pentagon weapons systems suffered from a combined $295 billion in cost overruns.
The refusal of many federal employees to fly coach costs taxpayers $146 million annually in flight upgrades.

Washington spent $126 million in 2009 on projects associated with the Kennedy family legacy in Massachusetts.
Additionally, Senator John Kerry (D—-MA) diverted $20 million from the 2010 defense budget to subsidize a new
Edward M. Kennedy Institute.

The federal government owns more than 50,000 vacant homes.
The Federal Communications Commission spent $350,000 to sponsor NASCAR driver David Gilliland.

Members of Congress have spent hundreds of thousands of taxpayer dollars supplying their offices with popcorn
machines, plasma televisions, DVD equipment, ionic air fresheners, camcorders, and signature machines—plus
$24,730 leasing a Lexus, $1,434 on a digital camera, and $84,000 on personalized calendars.

More than $13 billion in Iraq aid has been classified as wasted or stolen. Another $7.8 billion cannot be
accounted for.

Congress recently gave Alaska Airlines $500,000 to paint a Chinook salmon on a Boeing 737.

The Transportation Department will subsidize up to $2,000 per flight for direct flights between Washington, D.C.,
and the small hometown of Congressman Hal Rogers (R—KY)—but only on Monday mornings and Friday evenings,
when lawmakers, staff, and lobbyists usually fly. Rogers is a member of the Appropriations Committee, which
writes the Transportation Department’s budget.

Washington has spent $3 billion re-sanding beaches—even as this new sand washes back into the ocean.

The Defense Department wasted $100 million on unused flight tickets and never bothered to collect refunds even
though the tickets were refundable.

Washington spends $60,000 per hour shooting Air Force One photo-ops in front of national landmarks.

Congress has ignored efficiency recommendations from the Department of Health and Human Services that would
save $9 billion annually.
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Taxpayers are funding paintings of high-ranking government officials at a cost of up to $50,000 apiece.

The state of Washington sent $1 food stamp checks to 250,000 households in order to raise state caseload figures
and trigger $43 million in additional federal funds.

Suburban families are receiving large farm subsidies for the grass in their backyards—subsidies that many of
these families never requested and do not want.

Homeland Security employee purchases include 63-inch plasma TVs, iPods, and $230 for a beer brewing kit.
The National Institutes of Health spends $1.3 million per month to rent a lab that it cannot use.
Congress recently spent $2.4 billion on 10 new jets that the Pentagon insists it does not need and will not use.

Lawmakers diverted $13 million from Hurricane Katrina relief spending to build a museum celebrating the Army
Corps of Engineers—the agency partially responsible for the failed levees that flooded New Orleans.

Medicare officials recently mailed $50 million in erroneous refunds to 230,000 Medicare recipients.

Audits showed $34 billion worth of Department of Homeland Security contracts contained significant waste,
fraud, and abuse.

The Advanced Technology Program spends $150 million annually subsidizing private businesses; 40 percent of
this funding goes to Fortune 500 companies.

The Conservation Reserve program pays farmers $2 billion annually not to farm their land.

Sources: On file at The Heritage Foundation.
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