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Projected Budget Deficit 2010-2019

Cumulative 10-year deficit = $14.0 trillion

CBO Alternative Baselines A and B
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Assumptions

Current law assumes

 2001 and 2003 tax cuts sunset as scheduled in 2012

 Congress stops “patching” the alternative minimum tax

Alternative Baseline A assumes

 2001 and 2003 tax cuts are extended

 Estate tax compromise is maintained at 2010 parameters

 2009 AMT patch is extended

 AMT exemption, rate bracket threshold and phase-out exemption 

thresholds are indexed for inflation

 Includes the budgetary effects of the 2010 Healthcare Reform Act



Assumptions Continued

Alternative Baseline B  is 

 Alternative Baseline A plus

 Extension of several expiring provisions of ARRA including Making Work 

Pay credit, American Opportunity Tax Credit, exclusion of certain amounts 

of unemployment benefits

 Extension of expiring provisions, i.e.:

 Research and Development tax credit

 Energy extenders 

 Active Finance

 Bonus depreciation



Projected Budget 2010-2019 Deficit as 
a Percent of GDP
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2015–2019 Averages

Current Law   2.7%

Alternative Baseline A   5.3%

Alternative Baseline B   6.6%
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Long-Term Deficits as a Percent of GDP

Notes: Unlike the CBO “extended baseline,” the “alternative fiscal scenario” extends 2001 and 2003 tax relief, 

indexes the AMT for inflation, and reverses scheduled reductions in Medicare physician reimbursements.
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Footing the Bill

Percentage of Revenues by Major Source 
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Cash

California
Gap: $6.6 B

% 2010 Budget: 7.2%

Kansas
Gap: $0.5 B

% 2010 Budget: 7.5%

New York
Gap: $3.2 B

% 2010 Budget: 5.7%

Kentucky
Gap: $1.2 B

% 2010 Budget: 12.2%

Illinois
Gap: $5.0 B

% 2010 Budget: 14.3%

Washington
Gap: $2.8 B

% 2010 Budget: 2.0%

New Jersey
Gap: $2.2 B

% 2010 Budget: 7.4%

Virginia
Gap: $1.8 B

% 2010 Budget: 11.1%

Georgia
Gap: $1.4 B

% 2010 Budget: 0.3%

Arizona
Gap: $1.0 B

% 2010 Budget: 12.7%

Mississippi
Gap: $0.4 B

% 2010 Budget: 8.8%

Oklahoma
Gap: $0.9 B

% 2010 Budget: 15.1%

Colorado
Gap: $0.6 B

% 2010 Budget: 13.0%

States Starving for Cash



Revenue Pressure is Global



Scope of Reform

Revenue Spending

Source: FY2011 Budget of the United States Government. 

Notes: “Other entitlement” includes Medicaid, SSI, SCHIP, TANF, Food Stamps, and various refundable credits. 

“Non-defense discretionary” includes international affairs, transportation, commerce, energy, agriculture, education, science and technology,   

natural resources, veterans’ benefits, and community and regional development.
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Obama’s Proposed Tax “Reforms”

Tax Carried Interest as Ordinary Income

Reform Business Entity Classification Rules for Foreign Entities

Reform Foreign Tax Credit (Pooling)

Defer, Deduction of Expenses, Except R&E, Related to 

Deferred Income

Repeal LIFO Accounting

Make Research and Experimentation Tax Credit Permanent

Extend Subpart F Active Financing Provisions

23.1

31.0

45.5

79.5

51.5

(3.9)

(67.9)

Extend the Deduction for State and Local Sales Tax

Extend Look Through of Payments Between 

Related Controlled Foreign Corporations

(2.8)

(0.6)



CBO’s Options

End of the Expensing of Exploration/Development Costs for Oil and Gas   

Companies

Eliminate the Source-Rules Exception for Exports

Tax the Worldwide Income of US corporations as it is earned 

Exempt Active Foreign Dividends from U.S. Taxation

Repeal Sec. 199 for all Companies for Domestic Production Activities

Expand Net Operation Loss Carry Back

Extend Subpart F Active Financing Provisions

44.9

53.7

65.2

136.2

76.2

(67.9)

(417.3)

Extend Period for Recovering Cost of Equipment Purchases 267.5



National Commission on Fiscal 
Responsibility and Reform

• Zero-Base Budget Approach

• Lower Corporate Rate (Between 23 and 29 Percent)

• Eliminate all Business Tax Expenditures

• Create/Maintain Five “Buckets” of Tax Preferences
– Low-Income Assistance (e.g., EITC)

– Mortgage Deduction

– Employer-Provided Health Care

– Charitable Giving

– Retirement Security



Top Corporate Tax Expenditures

)

Source: Joint Committee on Taxation.



Headquarters Location of Global 500 
in 2000 and 2009



Business Tax

The U.S. statutory corporate income tax rate is high by international 

standards—what is the effect on the U.S. economy?

 Is the statutory or the effective rate more important?

 Dividends bear a second level of tax (at rate post-2010 yet to be 

determined)

Lowering the corporate tax rate without revenue loss requires broadening 

the corporate tax base. What are the options?

 Debt versus equity

 Choice of entity:  pass-through entities (partnerships, S corporations) 

and sole proprietorships versus double-taxed C corporations

 Retaining earnings versus paying dividends



Ten Key Topics in Tax Reform

Ten Key Topics in Tax Reform

1. Scope of Reform

2. Who Should Pay?

3. Revenue Neutrality

4. Economic Growth

5. Individual Income Tax

6. Business Tax

7. Use of Code for Non-Tax Purposes

8. Global Issues

9. Alternative Tax Systems

10. Transition



Estimated Revenues And Interest Credited 
to the Highway Trust Fund, by Source, 2011



Components of the Highway Trust Fund, 2011



Status of the Highway Account of the 
Highway Trust Fund



Sources of Funding for Highways, All 
Levels of Government, 2008



Sources of Funding for Paying Debt Service on 
Bond Issues, All Levels of Government, 2008



Estimated Fuel-Related Costs and Fuel 
Consumed in Various Years



Summary of Mica Proposal: Highway 
and Transit Programs 

• Transportation Reauthorization Bill Funding – 230 
Billion over 6 years

• Better Leverage Existing Resources – TIFIA & 1 Billion

• Surface Transportation Program Reform – 70 
programs consolidated or eliminated

• Streamlining the Project Delivery Process

• Federal Highway Program – distributed by Formula

• Federal Transit Program – promotes greater private 
sector financing



Senate EPW Proposal For Surface 
Transportation Funding 

Chairman Boxer appears to be working from Congressional Budget Office’s 
March 2011 baseline, under which new obligation levels for Highway Trust 
Fund spending and the three general fund mass transit accounts add up 
the $109.3 billion, as shown below. 


