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From the Chairmen

With President Obama in the White House, budget season feels a lot like Groundhog Day. While
Republicans have continuously pushed for restrained, responsible spending levels with thoughtful,
meaningful reforms to the main drivers of our debt - mandatory spending - this Administration continues
to call for higher taxes and explosive spending. All of this in spite of the colossal failures stemming from

the tax-and-spend agenda of the President's first years in office.

The President's answer to a stagnant economy was a dramatic increase in deficit spending. He urged the
Democrat-led Congress, who readily obliged, to rush through unpaid-for stimulus programs that led to
nothing but more stagnation and more debt. But that wasn't enough. He wanted a government takeover
of our health care system despite vocal opposition including a roster of medical doctors in the Republican
Conference practically pleading to have their concerns addressed. Despite those concerns, the President
and his liberal allies again rushed through his health care legislation - colloquially referred to as
Obamacare - which forced the greatest private-sector takeover in history, instituting billions in new taxes
on American families and businesses. Under this Administration, no one was safe, with the exception of

labor unions and a select few others who received waivers from Obamacare.

Thankfully, in 2010, voters across the country said enough is enough and elected a Republican majority
to serve as a check and balance against the President's radical agenda. Since then, House Republicans
have authored legislation to combat the mountains of regulations that President Obama has promulgated
which are strangling economic growth and American innovation. We've passed bills to balance the
budget, forcing Washington to live within its means, increase access to capital, unleash America's energy

potential, remove the shackles from our job creators, and clean up the mess created by Obamacare.

And we don't stop there. In order to secure America's future and preserve the American Dream, ensuring
that we leave our country better for the next generation than when it was passed down to us, we must be

bold and willing to lead.

Leading means making tough decisions that get America's mandatory spending house in order. This
year, the Republican Study Committee is again presenting our vision for America - an ideological
alternative to the President's "more of the same, tax and spend" agenda. The RSC's agenda protects the

sanctity of life, extends the solvency of Medicare and Social Security, demands pro-growth tax
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reform, calls for a patient-centered, free-market Obamacare replacement, and balances within the budget

window. Please join us in supporting this bold proposal.

ot Smallte b (Wl

Steve Scalise Rob Woodall
The Republican Study Committee The Budget & Spending Task Force
Chairman Chairman
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The Principles and Summary

The Republican Study Committee’s budget is based upon the following common-sense

principles:
Cre The budget should balance in ten years or less without raising any taxes.

V' Our proposal balances in four years, bringing spending down to an average of 18.1

percent of GDP while limiting average revenue to 18.1 percent of GDP, close to

the historical average.
% The budget should repeal and replace President Obama’s job-killing health care law.

V' Our proposal repeals the entirety of Obamacare (including all Obamacare tax
provisions), and outlines an alternative vision with the American Health Reform

Act to put patients in charge of their health care choices, lower costs, and increase

access to care.

(% The budget should strengthen Medicare, Medicaid, Social Security, and Disability

Insurance to ensure their long-term sustainability.

V  Our proposal makes common-sense reforms to strengthen Medicare and
Medicaid by offering increased choices and improved services, and protects Social

Security and the Disability Insurance program by strengthening their trust funds.

% The budget should reduce deficit spending and other government impediments to job

creation.

V' Our proposal reduces agency spending below FY2008 levels, and calls for
enactment of the RSC’s Jumpstarting Opportunities with Bold Solutions (JOBS)
Act

e The budget should terminate federal programs that are unconstitutional, duplicative, or
harmful.
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V' Our proposal reduces spending to terminate unconstitutional and duplicative
programs and forces the federal government to prioritize, something American
families across the country have been required to do in these tough economic

times.

(% The budget should make our tax code simpler, fairer, and promote growth.

V' Our proposal includes pro-growth tax reform that is revenue neutral on a dynamic

basis, vastly simplifies the tax code, and ensures America remains competitive.

G The budget should preserve and expand successful welfare reforms.

V' Our proposal promotes self-sufficiency by including work requirements for
welfare programs, including the Temporary Assistance for Needy Families

(TANF) program and the Supplemental Nutrition Assistance Program (SNAP).

% The budget should implement reforms to Washington’s broken budget process.

V' Our proposal prohibits earmarks and forces tough choices to give hard-working
taxpayers the accountability and transparency they deserve from their federal

government.

Specifically, this proposal sets the following common-sense policies:

REDUCE SPENDING.

1 Freeze discretionary spending at $950 billion, the pre-2008 spending levels, starting in
FY2015until the federal budget is balanced.

REESTABLISH OUR NATIONAL DEFENSE.

1 Secure our Nation’s defense by growing our military funding from $521 billion in

FY2015 to $696 billion in F'Y2024, the same level as the House Republican budget
REPEAL and REPLACE OBAMACARE.

1 Repeal Obamacare to eliminate $2.1 trillion in additional spending over ten years.
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1 Implement real patient-centered health care reform that would lower costs and improve

access with the RSC’s American Health Care Reform Act.

SAVE MEDICARE FROM BANKRUPTCY.

1 The RSC believes we should save Medicare from bankruptcy by transitioning to a solvent
premium-support system, as passed in previous House Republican Budgets. This
preserves traditional Medicare for current seniors and future seniors in 2019 and beyond

will enjoy the reduced costs, increased choice, and quality care provided by this reform.

1 In order to shore up Medicare’s solvency and to keep pace with increases in longevity, the
RSC proposal embraces Ronald Reagan’s Social Security reform by slowly phasing in an
increase in the Medicare eligibility age at a rate of two months per year, beginning in

2024, until it reaches 67.
REFORM MEDICAID.

T This budget empowers the states with flexibility to determine the Medicaid eligibility and
benefits, encouraging innovation that will improve the quality of care and access to vital

services for the neediest and most vulnerable Americans.
SAFEGUARD SOCIAL SECURITY and DISABILITY INSURANCE.

f  This budget would slowly phase in an increase in the Social Security full-retirement age.
The full retirement age would continue the current-law’s gradual increase of two months

per year beginning in 2022 until the full retirement age reaches 70.

1 To further strengthen Social Security’s long-term finances, this budget would change the
tormula for cost of living adjustments (COLA) by adopting a more accurate measure of

inflation (chained CPI-U) that takes into account real-world choices consumers make.

1 Recognizing that Disability Insurance is projected to go bankrupt in 2016, this budget
adopts bold reforms proven to pull people out of poverty, including the promotion of
work, updating eligibility rules, fighting fraud and abuse, and ending double dipping in
both unemployment and disability insurance that robs billions from hard-working

taxpayers

The Republican Study Committee Back to Basics: FY2015 Budgeét



ENACT PRO-GROWTH TAX REFORM.

T This budget proposes a smarter tax code that is revenue neutral on a dynamic basis,

promotes economic growth, and is simpler, flatter, and fairer
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Introduction.

The Republican Study Committee (RSC) is dedicated to preserving the values that America was
tounded upon: a limited and Constitutional role for the federal government, a strong national
defense, the protection of individual and property rights, and the preservation of traditional
family values. These principles have guided our country over the last 238 years and made our

country prosperous and a force for good.

It is the purpose of the RSC’s Back to Basics budget for Fiscal Year 2015 to address head-on the
challenges facing the federal budget and the American people — challenges that threaten
America’s place in the world. Government has expanded beyond its core constitutional
responsibilities. Spending by the federal government has risen to unsustainable levels. Too

many people are unable to find good paying jobs. And confidence in our political leadership has
fallen.

This budget puts forward principled conservative reforms that would balance our budget, help
put Americans back to work, and repair Washington’s broken political system. This positive
governing agenda is filled with more than 85 specific, bold solutions put forward by RSC
Members.

Those who set out to write a responsible budget faced significant challenges this year. The most
recent Budget and Economic Outlook from the Congressional Budget Office (CBO)! confirms
what we already know: The fallout from President Obama’s failed economic policies has far-
reaching consequences. Specifically, the CBO predicts lower gross domestic product (GDP)
growth, reduced wages, and lower profits. Because of this lower growth, the CBO lowered its
revenue projections by $1.4 trillion over the ten-year budget window compared to last year’s

baseline.

The negative effects of President Obama’s economic policies have worsened the nation’s fiscal

outlook, and would drive our national debt from its current $17.5 trillion to over $27 trillion in

' “The Budget and Economic Outlook: 2014 to 2024,” Congressional Budget Office, Feb. 2014.
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the next decade. According to the CBO, “Such a large amount of federal debt will reduce the
nation’s output and income below what would occur if the debt was smaller, and it raises the risk

of a fiscal crisis.”

In contrast, this budget puts forward specific reforms to the programs that are driving us deeper
and deeper into debt. These reforms would help maintain our safety net programs, including

Medicare and Social Security, which without reform, will go bankrupt.

Significantly, these reforms are good for the economy. Just as we have seen the drag imposed by
high debt and deficits on the economy, reducing debt and deficits would spur lasting economic
growth, investment, and job creation. It is well understood that changes in fiscal policy have
significant implications on the economy, which in turn has a feedback effect on the budget,

resulting in a “fiscal dividend” from pro-growth policies that would help reduce the deficit.

The biggest challenge facing many Americans is our struggling economic climate. The CBO
states that “The economy is about 6 million jobs short of where it would be if the unemployment
rate was back down to its prerecession level” and labor force participation returned to historical
norms.* Too many people feel as though they do not have the opportunity to succeed in today’s
economy. In contrast to the President’s higher taxes, overregulation, and big government

mandates, the RSC puts forward a plan to put the American people back to work.

This budget proposal would impose some much needed fiscal discipline on Washington. But we
do not just propose spending cuts. The RSC wants to make government work better so that it
truly helps the people it is meant to serve. Because the federal government does too much, too

poorly, with too little accountability, this budget puts forward ideas that would rein in

? “Macroeconomic Effects of Alternative Budgetary Paths,” Congressional Budget Office, Feb. 2014.

3 “CBO’s Outlook for the Economy,” Congressional Budget Office, Feb. 2014.
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government, increase transparency, and cut out red tape. Finally, this budget would revamp the

broken budget process.

America faces a time for choosing. We can accept the status quo, or we can adopt a positive
tuture for this country. Do we accept a $17.5 trillion and growing national debt, or do we begin
to pay down this debt? Do we accept a government that only looks out for the special interests,
or do we get back to a system where those in power respect the will of the people? Do we accept
policies that force people out of the workforce, or do we empower individuals to achieve the
American dream? This budget chooses the path towards a freer, more prosperous future for this

nation and her citizens.
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Path to Balance.

The RSC Budget: Getting the Federal Government Back to Basics
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Repeal Obamacare.

The Affordable Care Act — better known as
Obamacare — fundamentally changed the
health care delivery system in this country,
putting the government between patients
and their doctors and mandating that all
Americans purchase a government-approved
product or face tax penalties enforced by the
IRS. In addition to changes to the private
insurance market, Obamacare paralyzed
efforts to reform medical entitlement
programs by dramatically expanding
Medicaid and its broken health care delivery
model raiding the Medicare trust fund to

offset the cost of Obamacare.

Since the beginning, Americans have had a
front row seat to the unworkable law.
They've witnessed promise after promise
made by this Administration prove untrue
all while the White House unilaterally
delayed or suspended parts of the law —
completely without statutory authority —

more than 20 times.

Obamacare has destroyed competition in the

marketplace, driven health care costs to the

The Republican Study Committee

Real Health Care Reform: A Better Way.

point that "Affordable" in Obamacare's title
is now a misnomer, narrowed networks, and
severely limited access to health care for
American families while unions and big
business allies were handed exemptions and
waivers from the law. Sadly, this is just the

beginning.

The RSC budget fully repeals Obamacare
and provides no funding for it over the next
ten years. This reduces spending by $2.066
trillion over ten years and follows through
on the commitment of House conservatives
to reverse the Administration's
unconstitutional federal government

takeover of the nation’s health care system.

A Better Way Forward: The American
Health Care Reform Act.

Republicans aren't simply opposed to
Obamacare, and we are not blind to the
problems that existed pre-Obamacare.
Rising costs, limited access to the health
care marketplace, and a serious need for
medical malpractice reform were issues that

existed both before and after Obamacare.

The American Health Care Reform Act
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(AHCRA), the only comprehensive
Obamacare alternative to be endorsed by a
majority of House Republicans, was born

from this realization.

The RSC budget recognizes that patient-
centered reforms rooted in free market
principles are the best way to lower costs,
increase access, level the playing field, and
solve the problems that existed before
Obamacare, as well as the problems

compounded by Obamacare.

Under the current system, families and
individuals who do not enjoy employer-
sponsored health care are penalized via the
tax code. The AHCRA provides tax reform
that allows families and individuals to
deduct health care costs, just like companies,
ensuring equality and provides all Americans
with a standard deduction for health
insurance. This allows freedom to find a
health insurance plan that suits each
individual’s needs or the needs of their
family best. It also spurs competition to
lower health care costs by allowing
Americans to purchase health insurance
across state lines and enabling small
businesses to pool resources to get the same

buying power as large corporations.

The Republican Study Committee

Importantly, our plan acknowledges that no
one with a pre-existing condition should
have to worry about where they will
purchase their health insurance. The
AHCRA bolsters state-high risk pools, caps
premiums for those who enroll, and
strengthens HIPAA (the Health Insurance
Portability and Accountability Act)
guaranteed availability protections. This
ensures those who maintain continuous
coverage can move throughout the markets
without fear of discrimination due to a pre-

existing condition.

Other reforms included in the AHCRA
include expanding access to Health Savings
Accounts (HSAs) to groups who have
previously been unable to take advantage of
them, and increasing the amount of pre-tax
dollars individuals can deposit into portable
savings accounts to be used for health care
expenses. HSAs are proven to lower health
care spending by putting patients in charge
of their money and encouraging those who
hold these savings accounts to shop for the
best prices for medical services. This budget
further recommends medical liability
reform, addressing runaway costs caused by

frivolous lawsuits and the resulting practice
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of defensive medicine. This proposal does
not sacrifice a state's prerogative for federal
whim,; rather it protects states with existing
tunctional medical liability laws from federal

preemption.

Medicaid and the Children’s Health

Insurance Program.

As a quasi-voluntary federal-state
partnership, the Medicaid program
subsidizes health care services for the most
vulnerable Americans, including the poor,
chronically ill and disabled, children, the
elderly, and pregnant women. Medicaid is
the largest federal means-tested welfare
program, and it accounts for 40 percent of
all federal means-tested spending. Besides
often failing to provide quality care or even
access to care, it grows more unaffordable
each year while hampering states with more

red tape from Washington.

Medicaid’s open-ended entitlement
structure encourages states to spend more in
exchange for between 50 and 74 percent
tederal matching funds. Under Obamacare’s
Medicaid expansion, the federal government
will finance 100 percent for the first few

years while phasing down to 90 percent in

The Republican Study Committee

2020. Thus, a perverse incentive structure is
created: For every dollar of waste states
eliminate they save only pennies for their
own budget. With Obamacare’s planned
enrollment of millions of new beneficiaries
for able-bodied adults, spending will
bankrupt state budgets.

Separately, the Children’s Health Insurance
Program (CHIP) provides aid to children in
families above Medicaid’s income-eligibility
level. In both programs, instead of focusing
exclusively on the specific needs of their
citizens, states must maneuver through a
bureaucratic maze of rules and mandates.
States may petition the federal government
for exemptions, yet it can take years to get a

decision.

When granted flexibility, states have created
reforms ensuring those in need receive
quality health care services while taxpayer
funds are used wisely. Rhode Island is a
model example for this approach. In 2009,
it earned a waiver called the Global
Consumer Choice Compact that provided
budgetary certainty for the state in the form
of a $12.075 billion allotment through 2013.
To date, Rhode Island’s reforms have cut

the projected growth of Medicaid
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expenditures in half and will spend
approximately three billion dollars under its
planned cap. Rhode Island’s example
illustrates that when given budget certainty
and flexibility to innovate, states can both
save money and deliver higher quality

service.

The RSC proposes combining Medicaid
and CHIP funding into a single,
streamlined block grant at pre-Obamacare
FY2015 levels. This common sense
proposal gives states budgetary certainty as
well as maximum flexibility to address the
unique health care needs of their vulnerable
citizens. Modeled after the State Health
Flexibility Act (H.R. 567), this proposal
would create a Medicaid and CHIP block
grant that answers governors’ calls for more
independence to use federal funds in ways
that best meet the needs of their vulnerable
populations. Implementing this reform
would save $1.5 trillion over ten years
compared to the projected increases under

current law.

The Republican Study Committee
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Reinforce Medicare’s Commitment to

Seniors.

The RSC budget proposes a Medicare
reform plan to ensure that the promises
made to current beneficiaries and younger
Americans will be kept. This budget makes
minimal changes for individuals in or near
retirement and applies common-sense

reforms for individuals born in 1954 or later.

This budget recognizes that the United
States is facing unprecedented demographic
challenges. Medicare currently covers more
than 50 million seniors, and every day for
the next 16 years, 10,000 baby boomers will
reach retirement age. By 2024, it is
predicted 60 percent of baby boomers will be
receiving Medicare benefits. As such, the
number of working age individuals is not
keeping up with the number of individuals

reaching retirement age.

According to the Medicare Trustees, unless
we reform the program, Medicare’s Trust

Fund will be depleted by 2026.

Indeed, saving Medicare presents

policymakers, health care professionals, and

The Republican Study Committee

Saving Medicare.

all Americans with a daunting challenge.
Unless we take steps to strengthen
Medicare’s financial footing and improve
the program’s quality of care, Medicare will
not be in a position to help current or future

beneficiaries.

Simplify Medicare by Combining Parts A
and B.

To address this problem our budget
simplifies the Medicare program and makes
it easier for seniors to navigate by combining
Part A, which primarily covers services
furnished in a hospital, and Part B, which
traditionally covers outpatient services. The
current arcane system causes beneficiaries
confusion due to each part having a separate
deductible, copayments, and cost sharing.
Our budget would merge the two so seniors
would have a single annual deductible of
$550 and a coinsurance rate of 20 percent

for amounts above the deducible.
Medigap Reform.

In addition, under the current fee-for-
service Medicare program there is no

catastrophic cap on out-of-pocket costs,
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which subject enrollees to substantial
financial risk. For this reason, many
beneficiaries choose to purchase
supplemental insurance, sometimes referred
to as medigap plans. These plans reduce or
eliminate beneficiary cost-sharing
obligations. Currently, over 60 percent of
beneficiaries choose plans that offer first-
dollar coverage. Studies released by the
Medicare Payment Advisory Commission
indicate Medicare spends 33 percent more
on a person who enrolls in supplemental
coverage. Studies have also identified that
Medicare enrollees who are subject to less
cost sharing consume more medical expenses
than those without supplemental coverage.
This continues to drive the cost of health
care and leaves taxpayers on the hook for

increased Medicare spending.

Our budget addresses this by establishing an
annual cap of $5,500 for each Medicare
enrollee’s cost sharing while also reforming
medigap plans. New medigap plans would
be barred from covering the first $550 for
Part A and Part B services, and for all
spending after meeting the $550 deductible,
beneficiaries would be subject to a uniform

coinsurance rate of 10 percent. This would

The Republican Study Committee

ensure out-of-pocket costs would not exceed
$3,025 for those with supplemental coverage

in 2015.

The current structure of Medicare Part A
and B and its separate deductible and
copayment schedule, coupled with the need
for supplemental insurance make it a very
different system than the private health
insurance market. In order to align the two
markets, these reforms will push Medicare

in the right direction.
Premium Support.

In addition, beginning in 2019, our budget
gradually transforms Medicare into a health
insurance program similar both to the
system that federal employees enjoy, and to
the current Medicare Part D program, both
of which allow participants to choose among
health and prescription drug plans provided
on a regulated exchange. These changes
would only apply to individuals born in 1954

or later.

By introducing the powerful forces of
consumer choice and competition in
Medicare, health care plans and providers
will be incentivized to deliver value for

taxpayer and beneficiary dollars. The
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standard federal contribution towards each
beneficiary’s premium would be based upon
the average-bid in each region. The CBO
predicts this would lower beneficiary
premiums by six percent as compared to the

current Part B premiums.

Beginning in 2019, enrollees in the newly

created private insurance

Under the RSC’s proposal, wealthier seniors
would be required to pay slightly more in
annual premiums than those with fewer
financial resources, and conversely, poorer
seniors would receive higher health
insurance subsidies. Even today, in the
current Medicare program, wealthier seniors

pay higher premiums in the

market would receive
premium subsidies to
offset the cost of their

health insurance policies.

“The CBO predicts this
would lower beneficiary
premiums by six percent as
compared to the current

Part B premiums.”

Medicare Part B fee-for-service
program and Medicare Part D
Prescription Drug benefit plan.

This reasonable proposal would help

put the Medicare program as a

Seniors can direct this

premium support payment to the plan of

their choice offered on a regulated exchange.

This includes private plans as well as

Medicare’s traditional fee-for-service option.

To guarantee that health insurance remains
accessible and affordable, the premium
subsidies would be adjusted for an
individual’s current health, the cost of
medical care in the area where they live, and
the individual’s wealth and income. In
addition, under this plan, Medicare
beneficiaries would receive several cost
protections, including those from

catastrophic health care costs.

The Republican Study Committee

whole on more sound financial footing.

Experts on both sides of the political aisle
agree that providing Medicare enrollees a
greater menu of choices, harnessing the
power of competition among private
insurance plans to reduce costs for seniors,
and improving the quality of care would
substantially improve Medicare’s long-term
fiscal outlook. This reform will help render
Medicare solvent in the long term while

helping to lower costs for seniors.
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Adjust the Medicare Eligibility Age to

Reflect Life Expectancy.

Since Medicare’s creation in 1965,
independent advances in science and
medical technology have increased average
life expectancy. As a result, the average
length of time individuals are covered by the
program has increased by 163 percent, from
5.2 years to 13.7 years. According to the
U.S. Centers for Disease Control and
Prevention, the average life expectancy in
the U.S. was 78.7 years in 2011. In 1965, it
was 70.2 years. We have every reason to

believe this trend will continue.

To address the increased demands on
Medicare, this budget proposes raising the
age of Medicare eligibility, beginning in
2024, by two months every year beginning
with those born in 1959 until the eligibility
age reaches 67. Bringing Medicare’s
eligibility age in line with longevity will help

strengthen its foundation for future retirees.

The Republican Study Committee

Address Medicare Waste, Fraud, and
Abuse.

Medicare fraud impacts all of us. Waste,
fraud, and abuse take critical resources out of
our health care system, contribute to the
rising costs of health care, and take more tax
dollars out of the hands of hard-working
Americans. The independent Government
Accountability Office (GAO) estimates that
in 2012 alone, Medicare made more than
$44 billion in improper payments, defined as
fraudulent or erroneous overpayments to
health care providers. Malcolm Sparrow of
Harvard University, a top specialist in health
care fraud, argues that estimates by federal
auditors do not accurately measure all types
of improper payments. Sparrow believes
improper payments account for as much as
20 percent of federal health spending, or
nearly $120 billion. While this budget does
not assume explicit savings in Medicare
waste, fraud, and abuse, the RSC believes

that it must be addressed.
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Protecting Social Security.

Strengthen Social Security. immediate benefit cut will hit a// seniors in

) o o, ) order to bring spending in line with revenue.
Social Security is the nation’s largest single

program and an essential part of retirement Fortunately, there is a better way. This
for millions of Americans. This important budget lays out the specific proposals that
program is made up of two main could be implemented to help put Social
components, Old-Age and Security on a path towards
Survivors Insurance (the oUnl ess me an| solvency for the long term,

Social Security reforms
are enacted, a dramatic
and immediate benefit

retirement benefits we protecting seniors and

normally refer to as Social preserving the program for

Security) and Disability cutwillhit al | s erl generations to come.

Insurance. Unfortunately, o
More Accurate Cost of Living

Social Security is not built on a sound .
Adjustments.

toundation. The President and Congress

must soon act to protect and preserve both To ensure that the purchasing power of

Social Security and Disability Insurance. benefits stays constant each year, the Social

Security cost of living adjustment (COLA)
In 2010, Social Security began operating a

increases the dollar amount of benefits by a

cash flow deficit, spending more on benefits ) ) )
formula tied to inflation. Unfortunately, the

than it collects in payroll taxes. As the
formula uses an old index, CPI-W (the

number of retirees continues to increase, the

Consumer Price Index for Urban Wage

Social Security Trustees predict that the
Earners and Clerical Workers), that

shortfall will grow larger cach year. overstates the effects of inflation. This
This growing deficit will deplete the Social outdated policy contributes to the current
Security Trust Funds, which will become program's path to bankruptcy.

bankrupt by 2033. Unless meaningful Social

Security reforms are enacted, a dramatic and
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This budget recommends switching to a
more accurate index for all government
programs called chained CPI-U, which
economists across the political spectrum
agree tracks the effects of inflation more
accurately. This more accurate index better
achieves the goal of the COLA: ensuring
that retirees who depend on Social Security
do not see their benefits eroded by inflation.
This proposal would save $137 billion over
ten years, and more importantly, according
to the Social Security Trustees 2013 report,
would solve about 20 percent of Social

Security’s long-range actuarial balance.

Adjust the Retirement Age to Reflect
Longevity.

As a result of the bipartisan Social Security
Amendments of 1983 (P.L. 98-21), an
increase of the Social Security full retirement
age is being phased in over time — beginning
at 65 and reaching 67 by 2022 for those
born in 1960 and later.

This budget proposes to continue a gradual
increase of two months per year until the full
retirement age reaches 70. Under this plan,
for individuals born in 1962 the retirement

age will be 67 and two months. The full

The Republican Study Committee

retirement age will reach 70 for individuals

born in 1979 or later.

This adjustment would realign the Social
Security full retirement age to account for
increases in life expectancy since the
program’s creation. As noted by the Social
Security Administration, since the program
first began paying monthly Social Security
benefits in 1940, the average life expectancy
for men reaching age 65 has increased to age
81. For women reaching age 65, the average

life expectancy has increased to age 86.*

This common-sense, incremental approach
protects individuals in and near retirement
and makes changes for younger workers
commensurate with the time they have
remaining in the work force. According to
the Social Security Trustees reports on
similar proposals, this plan could close up to
half the Social Security funding gap over the

next 75 years.
Can’t Tax Our Way Out.

The Left’s solution for Social Security is the

same as it is for every other fiscal problem

* “Calculators: Life Expectancy,” Social Security

Administration, Accessed April 6, 2014.
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they encounter: raise taxes. But thisis a
problem that we cannot tax away. Social
Security payroll taxes have increased 20
times’ since the program’s inception,
significantly increasing the payroll tax rate
from its original two percent to the current
12.4 percent. These tax increases have not
been able to keep Social Security solvent in
the face of overwhelming demographic and

economic forces.

Further, Social Security contains an
automatic tax increase every single year there
is inflation. The taxable wage base — the
maximum amount of earnings subject to the

payroll tax and used to

Saving Social Security Disability Insurance
(SSDI).

The 2013 Social Security Trustees Report
projects that the Disability Insurance Trust
Fund will be depleted in 2016. This means
that in 2016, disabled recipients will face a
twenty percent across-the-board cut in their

benefits, unless strong reforms are enacted.

SSDI costs have exceeded income since
2005. The Trustees describe the need for
legislation to save SSDI as “urgent.” Yet the
President has failed to take any action. It
seems as though the President’s plan is to
wait and bail out the Disability Insurance

Trust Fund using payroll taxes

calculate benefits —
increases every year with
the growth in average
wages. These tax
increases have not made

Social Security solvent

programs.”

and proposals to increase

“The fact that the SSDI
program will be bankrupt in just
ayear’s time should be the
proverbial “canary in the coal
mine,” alerting us that we must

reform our entitlement

meant for the Social Security
Trust Fund. In response to a
question on the
Administration’s plan to solve
the SSDI crisis at a Senate

Finance Committee hearing in

or eliminate the taxable wage base do not

eliminate the program’s deficits.

5 “Social Security and Medicare Tax Rates,”

Social Security Administration, Accessed April

6, 2014.
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March, Secretary of the
Treasury Jack Lew — a Trustee of the Social
Security Trust Funds — said “there’s gonna

[sic] need to be some kind of reallocation of
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premiums that go into the trust funds for

the short term.”®

This is not the first time we have come to
the brink of exhausting the Disability
Insurance Trust Fund. Because the SSDI
Trust Fund was on course to be depleted in
the next year, the Democrat controlled
Congress and Democrat President
reallocated the payroll tax in 1994, so that
SSDI received additional funds and the Old
Age and Survivor’s Insurance Trust Fund
received less. Instead of simply bailing out
one program to the detriment of the other,
we should take steps that would reform and
preserve both Social Security’s Old Age and
Survivors Insurance and Disability Insurance

progmms.

The fact that the SSDI program will be
bankrupt in just a year’s time should be the
proverbial “canary in the coal mine,” alerting
us that we must reform our entitlement
programs. Thankfully, there are steps that

we can take to help secure the future of the

¢ “Written Testimony of Secretary Jacob J. Lew

Before the Senate Finance Committee,” Jacob J.

Lew, Mar. 5, 2014.
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important Disability Insurance program, so
that the benefits will be there for those who
need them. Options to save SSDI could

include:
Encourage Work.

In the past twenty years, enrollment in
SSDI has doubled. Just since 2008,
enrollment has increased by more than 18
percent. At the same time, the labor force
participation rate has fallen to the lowest

levels we have seen since the 1970’s.

Because of the way that the Disability
Insurance program is currently designed,
beneficiaries can become trapped in the
program, unable to earn a living even if they
get healthier and want to return to work.
Surveys of SSDI beneficiaries have shown
that 40 percent of those receiving benefits
are interested in working. However, only
0.5 percent of beneficiaries leave the rolls
each year due to earnings from work.’
Because beneficiaries face a “cash cliff” if

they earn above a set amount, or else they

7 “Johnson Statement: Hearing on Encouraging
Work Through SSDI,” Rep. Sam Johnson, Jun.

19, 2013.
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will be removed from the rolls, there is a
powerful incentive for beneficiaries to not
find employment. It should be the goal of
the DI program to help those who can and

want to return to work, find employment.
Update the Eligibility Rules.

It should be the goal of the Disability
Insurance program to ensure that only those
who are truly disabled are eligible to receive
benefits. Unfortunately, the Government
Accountability Office has designated federal
disability programs, including the SSDI
program as “High Risk,” in part because the
criteria to determine eligibility has not been
updated to reflect advances in medicine,
technology, and the labor market. Many of
the medical criteria have not been updated
since the 1980’s. A large percentage of
applicants for benefits suffer from mental or
musculoskeletal problems which can be
difficult to definitively diagnose. Because
determining diagnoses and the functions
that a person can or cannot do can be
subjective, determinations could vary from
one adjudicator to the next. This budget
recommends that the eligibility standards be
updated to take advantage of the advances in

science and medicine that have taken place
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in the last 30 years and to be more uniformly

applied.

Require Social Security Disability Insurance
Applicants to Have Worked in Recent

Years.

In general, applicants for Disability
Insurance must have worked in five of the
last ten years to be eligible for benefits.
That means that someone who has not
worked in the last five years could be eligible
tfor SSDI benefits. In order to focus the
program on people who leave the workforce
because of a new disability, applicants could
be required to have worked in four of the

past six years.
Fight Fraud.

The fraud and abuse in the SSDI program
has been widely reported. Under the
leadership of Chairman Sam Johnson, the
Ways and Means Subcommittee on Social
Security has held 14 hearings on the
Disability Insurance program in the last
three years. Many of these hearings have
focused on the conspiracy fraud found in
SSD], including the case of over 100 retired
New York police officers and firefighters

who have been accused of collecting $22
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million in fraudulent benefits. In addition
there was a scheme in Puerto Rico involving
doctors providing fraudulent medical
evidence. Under this scheme, more than 70
claimants submitted false claims aided by a

non—attorney representative.8

Other examples of fraud and abuse include:

1 A 2013 report from the GAO
identified $1.29 billion in improper
SSDI payments made to 36,000

individuals.’

1 A report by the Senate Homeland
Security and Governmental Affairs
Committee chronicled improper
collusion between a law firm that
represented SSDI claimants, doctors
who made questionable medical

determinations, and a judge who

8 “lohnson Opening Statement: Hearing on

Preventing Disability,” Rep. Sam Johnson, Feb.

26, 2014.

9 “Disability Insurance,” Government

Accountability Office, Sep. 13, 2013.
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approved a large number of these

cases.!?

1 Another report released by Senator
Coburn in 2012 found that a review
of disability cases showed that 25
percent of cases contained significant

errors.!!

Each case of fraud that goes undetected can
cost the taxpayers well over $300,000, an
amount equal to the average lifetime benefit
for an SSDI recipient.’? It is imperative
that the Social Security Administration do a
better job of preventing fraud and abuse of
SSDI], so that this program can exist for

those who truly need the benefits.

Fund and Complete Anti-Fraud Reviews.

10 “HSGAC Senators Release Social Security

Disability Fraud Report,” Sen. Tom Coburn,

Sen. Tom Carper, Sen. Carl Levin, Sen. John
McCain, Oct. 3, 2013.

11 “Social Security Disability Programs:

Improving the Quality of Benefit Award

Decisions,” Sen. Tom Coburn, Sep. 13, 2012.

12 “Dysability Fraud Probe Leads to Arrests in

Puerto Rico,” Office of the Inspector General,

Social Security Administration, Aug. 21, 2013.
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The Social Security Administration has the
authority to conduct periodic reevaluations
called continuing disability reviews (CDR)
to determine whether beneficiaries continue
to meet the definition of disability. In order
to preserve the SSDI program for those who
truly need it, only those who actually qualify

should be allowed to draw benefits.

According to the SSA, these reviews are one
of the most cost-effective tools for
improving program integrity; for every dollar
spent on reviews in 2010, $9.30 in future
program savings were found. Unfortunately,
the SSA faces a backlog of over one million
pending CDRs. An earlier report released
by the Inspector General estimated that if
SSA had been able to eliminate the backlog
taced in 2010, up to $2.6 billion in improper
payments could have been avoided. The
Budget Control Act provides an adjustment
to the spending caps, permitting necessary
funding for program integrity activities such
as CDRs. Beginning in FY2015, the
Appropriations Committee should fully
fund CDRs and the SSA should fully clear

its backlog of pending reviews.
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Prohibit Double Dipping.

In 2010, 117,000 individuals received more
than $850 million in payments from both
the Disability Insurance program and
Unemployment Insurance benefits."”® These
two programs are meant to serve different
populations: DI is for individuals who are
unable to work and Ul is for individuals
temporarily unemployed. Individuals should
not be allowed to draw benefits from both
programs at the same time. This proposal is
based upon H.R. 1502, the Social Security
Disability Insurance and Unemployment
Benefits Double Dip Elimination Act. The
GAO identified this issue as one where the
program could be improved and President
Obama has endorsed a similar approach in

his budget request.

1 “Income Security: Overlapping Disability and

Unemployment Benefits,” Government

Accountability Office, Aug. 30 2012.
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American families and small businesses are
struggling under the weight of burdensome
regulations and a stagnant economy created
by the Obama Administration. Too many
Americans are experiencing firsthand that
radical regulations and laws are the biggest
impediment to American job creation.
Under President Obama’s failed policies, the
size of government, the regulatory burden,
and the national debt have grown.
Unfortunately, opportunity in our economy

has not.

Ten and a half million people are
unemployed and another seven million have
been forced into part-time work for
economic reasons. ©he nation’s labor force
participation rate has steadily declined over
the last five years, falling to levels we have
not seen since the Carter Administration.
According to an analysis by the Joint
Economic Committee, if private sector
payrolls had recovered after the recession at
the same pace as the average of other post-

recession recoveries, we would have an

The Republican Study Committee

Getting Americans Back to Work.

additional 4.4 million private sector jobs.™
If payrolls had recovered at the same pace
that the economy rebounded from recession
as it did under President Reagan’s
leadership, we would have 7 million more

private sector jobs."

The best way to get our economy on track is
by enacting bold, conservative solutions that
get America working again. That is why
this budget recommends adoption of H.R.
4304, the Jumpstarting Opportunities with
Bold Solutions (JOBS) Act, a bill
introduced by the RSC that unleashes the
power of American energy, reforms federal
labor laws, promotes transparency and
accountability in the regulatory process, and
spurs more investment in businesses. These

bold solutions get the government out of the

" “Another Disappointing Jobs Report,” Joint

Economic Committee, Republican Staff

Analysis, Feb. 12, 2014.

15 “Reagan-Style Recovery,” Joint Economic

Committee, Republican Staff Analysis, Accessed
April 6, 2014.
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way so jobs can be created and the economy

can grow.

Unleashing North American Energy

Production.

America should be exploring and unleashing
our vast reserves of energy and mineral
resources on public lands. Tapping our
domestic energy resources would allow
countless jobs to be created and decrease our

dependence on foreign oil.

The JOBS Act promotes energy production
by including mandatory leasing on federal
lands and waters. It also lifts the current
ban on energy exploration in the Arctic
National Wildlife Refuge (ANWR) and the
Eastern Gulf of Mexico.

This budget approves the Keystone XL
pipeline, something that even the Obama
Administration is having a harder time
opposing after a recent State Department
environmental impact statement that found
construction of the pipeline would support

more than 40,000 jobs.'* America has

16 “State Department Closes Evyes to Truth in

Keystone XTI Pipeline Report,” Jeffery Dorfman,

Forbes, Feb. 6, 2014.
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already waited on the Administration for
more than 2,000 days to make a decision on
Keystone XL. It is past time to green light

this job-creating project.

Our plan also accelerates approval for
liquefied natural gas (LNG) exports, fights
back against the Obama Administration’s
war on coal, and strengthens America’s
ability to advance nuclear power. These are
all common sense solutions to put
Americans to work and increase our energy

security.
Labor Reform.

It is also past time we revamp our nation’s
labor laws. The JOBS Act fully repeals
Davis-Bacon, which requires prevailing
wages to be paid for all government
contracting jobs. By some estimates,
removing this job-killing requirement would
allow for over 100,000 more construction

workers to be employed.

In addition, this budget allows employers of
workers operating under a union contract to
award bonuses and pay raises to employees
without having to get permission from

union bosses.
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The JOBS Act also prohibits federal
employees from using official taxpayer-paid
time for union activity. The Office of
Personnel Management (OPM) estimated
that in Fiscal Year 2011 taxpayers paid over
$155 million in official time (salary plus
benefits) for employees to conduct union

activities.

The proposal also repeals the ability of the
General Counsel of the National Labor
Relations Board to prosecute before the

Board.
Regulatory Reform.

The JOBS Act ensures that those affected
by regulations are able to weigh in and have

their voices heard.

Specifically, our plan requires, for the first
time, that all federal agencies objectively
weigh the economic impact of proposed new
red tape against the estimated benefits, and
conduct a cost-benefit analysis for proposed

rules.

This budget requires the Administrator of
the Small Business Administration to
conduct an annual study of the total costs to

small businesses of federal regulations and
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provides small businesses with a six-month
grace period for regulatory violations and
allows the agency to waive the sanction if
the small business corrects the violation

within the six month window.

The JOBS Act also requires federal agencies
to periodically review their existing rules
that have an effect on the economy of $100
million or more and modify, consolidate, or
terminate (sunset) these rules on a periodic

basis.

It also provides a mechanism for people
affected by burdensome regulations to
petition for sunset review of particular
regulations, regardless of their economic

impact.

As a final consumer protection against
radical regulations, the JOBS Act
incorporates the REINS Act to require that
Congress approve of any regulations that
have an annual economic impact of $50

million or more.
Increase Access to Capital.

The JOBS Act allows more capital to flow
to Main Street to spur investment. It does

this by providing regulatory relief to
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community banks and credit unions so local
financial institutions can more effectively

lend to small businesses.

This proposal also removes unnecessary
regulations that inhibit investment in
businesses. American businesses must have
the ability to obtain loans to expand their

businesses.

It is time to get the government off the
backs of our job creators so we can rebuild

an America that works.
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Transform our Safety Net to Encourage

Work and Self-Reliance.

Too many people are trapped at the bottom
rungs of the economic ladder. Conservatives
believe that every citizen should have the
opportunity to rise, escape from poverty, and
achieve their own potential. This idea that
everyone has the God-given right to the
pursuit of happiness is embodied in our

Declaration of Independence.

The House Budget Committee has
identified 92 federal programs designed to

assist low income Americans. In 2012,
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