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An Overview of the President's FY 1996 Budget
Mandatory Spending to Consume 71 Percent of Budget by 2000

By Arthur P. Hall, Ph.D. The Clinton administration has released its Figure 1 reveals that mandatory federal
Senior Economist fiscal 1996 budget into a political environment spending will consume about 71 percent of
Tax Foundation in which Congress is seriously considering a the federal budget by the year 2000. Indeed,

constitutional amendment to require a bal- President Clinton's Bipartisan Commission on
anced budget by the year 2002. The Entitlement and Tax Reform reports, based on
administration's projected level of mandatory current projections, that mandatory spending
spending and the resulting high level of pro- "will consume all tax revenue collected by the
jected annual deficits reveals the challenge Federal government" in the year 2012.
that federal lawmakers face in their quest for As Figure 2 illustrates, the budget cat-
a balanced budget. egory known as "mandatory spending" is the

Figure 1
Mandatory Federal Spending as a Share of Total Federal Spending
1962-2000
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Source: Tax Foundation calculations based on Office of Management and Budget data.
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Table 3
Federal Spending on Major Entitlement Programs
($Billions)

Avg. Annual
Percent

Entitlement Catagory 1956 1966 1976 1986 1996e 2000e Growth""

Social Security $5.4 $20.3 $72.7 $196.5 $351.4 $430.7 10.5%
Welfare" 3.9 6.4 44.5 67.8 145.7 179.1 9.1
Medicare 0.0 0.0 15.0 68.4 174.7 244.0 12.3
Medicaid 0.0 0.8 8.6 25.0 95.9 136.5 16.3
Federal Employee Retirement and Disability 1.0 3.3 15.5 41.3 67.6 81.5 10.6
Veterans Benefits and Services 4.4 4.4 13.9 15.7 19.0 24.0 3.9

Total $14.7 $35.2 $170.2 $414.7 $854.3 $1,095.8 10.3%
Percent of Total Federal Spending 20.8% 26.2% 45.8% 41.9% 53.0%" 57.5%

Average Annual Percent Change: ,.

Entitlement Spending "9.1% 17.1% 9.3% 7.5% 6.4%
Inflation-Adjusted Entitlement Spending " 8.6% 10.5% 2.8% 4.1% 3.3%

Gross Domestic Product "5.9% 8.6% 9.6% 5.8% 2.2%
Inflation-Adjusted GDP "5.4% 2.6% 3.1% 2.5% 2.5%

. Includes all mandatory spending on Human Resource Programs and Income Security Programs (except Medicaid and Federal Employee

Retirement and Disability).
.. Average annual percent growth between 1956 and 2000, except for Medicare (1976-2000) and Medicaid (1966-2000).
Source: Tax Foundation calculations based on Office of Management and Budget data.

Figure 3
Comparative Inflation-Adjusted Growth Rate of us. Economy and Federal Entitlement Spending,
1956-2000
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Table 4
Total Spending by Department and Spending Growth Rank
($Millions)

Avg. Annual Avg. Annual FY86-96 FY96-2000
Growth Rate Growth Rate Growth Growth

Department FY 1986 FY 1996 FY 2000e FY86-96 FY96-2000 Rank Rank
.

Legislative Branch $1,665 $2,957 $3,089 5.91% 1.10% 12 15
The Judiciary 1,071 3,336 3,588 12.03 1.84 2 12
Executive Office of the President 107 191 168 5.97 -3.16 11 25
Funds Appropriated by the President 11,042 10,779 11,060 -0.24 0.65 24 17
Agriculture 58,679 62,276 63,360 0.60 0.43 . 23 18
Commerce 2,083 4,109 7,118 7.03 14.72 5 1
Defense - Military 265,480 250,045 257,935 -0.60 0.78 25 16
Defense - Civil 20,254 - 31,934 36,334 4.66 3.28 15 8

Education 17,673 30,651 28,409 5.66 -1.88 13 22

Energy 11,026 15,758 13,895 3.64 -3.10 19 24
Health and Human Services 122,943 331,437 444,150 10.43 7.59 3 3
Housing and Urban Pevelopment 14,139 26,276 29,305 6.39 2.77 8 9
Interior 4,785 7,340 6,670 4.37 -2.36 16 23

Justice 3,768 13,525 18,255 13.63 7.79 1 2
Labor 23,941 35,853 39,147 4.12 2.22 17 11
State 2,865 5,547 5,206 6.83 -1.57 6 21

Transportation 27,378 37,337 35,452 3.15 -1.29 20 19
Treasury 179,390 386,082 466,497 7.97 4.84 4 6
Veterans Affairs 26,536 37,951 41,581 3.64 2.31 18 10
Environmental Protection Agency 4,867 6,609 6,943 3.11 1.2.4 21 14
General Services Administration 380 639 672 5.33 1.27 14 13
NASA 7,403 14,127 13,268 6.68 -1.56 7 20
Office of Personnel Management 23,955 42,795 52,225 5.97 5.10 10 5
Small Business Administration 557 437 514 -2.40 4.14 26 7
Social Security Administration 210,994 381,740 475,225 6.11 5.63 9 4
Other Independent Agencies 12,393 14,327 10,557 1.46 -7.35 22 26

Total $1,055,374 $1,754,058 $2,070,623 5.21% 4.24%

Note: Excludes "undistributed offsetting receipts" and "allowances."
Source: Tax Foundation calculations based on data from Office of Management and Budget.

Crime Reduction Trust Fund created by crime change or, like National Defense, is being
legislation enacted in 1994. crowded out by mandatory spending.

Table 5 and Figures 4 and 5 provide a
snapshot of how a federal tax dollar was spent Conclusion
in fiscal 1986 and how it will be spent in fiscal . .
1996. Like Table 4, it shows that taxpayer By the year 2000, mandatory spen?mg will
money is increasingly being channeled into exceed 70 percent of all federal ~p~ndmg. The
mandatory spending. Over the decade 1986 to federal government can~ot sustamlts current
1996 five functional spending categories have rate of mandatory spendmg growth. Only by
abso;bed a larger share of each taxpayer dol- slowing or reversing the growth of entitlement
lar: (1) Health/Medical; (2) Education, Train- spending can federal lawmakers provide a
ing, Employment and Social Services; (3) Net struct~~y sound b~anced budget. And only
Interest; (4) Welfare; and (5) Social Security. by achlevmg a susta~able bal~ced budget can
Each of these functions pertain, either in lawmakers stop .fuelmg the net mterest pay-
whole or in part, to mandatory spending. ments that contmue to consume an ever-larger
Every other spending function shows no share of every taxpayer dollar.
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Figure 5
Where the American Tax Dollar Goes (by Federal Function), 1986 and 1996
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Source: Tax Foundation calculations based on Office of Management and Budget data.
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