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Setting the Stage

For the most part, public debt has tended to grow
consistently, across all economic conditions.

Without active intervention, public debt is expected to
rise over the next decades as the population ages into
the retirement years of the baby boomers and health
care costs rise. The projected borrowing levels and
associated interest payments under current law lead to a
level of debt that is unsustainable.

Debt-to-GDP ratio is the most widely accepted measure.
Its future size Is affected by two components: increase in
the overall debt level and increase in economic growth.




Size of the Problem: Deficit

In August, the year-to-date federal

budget deficit (the cash difference

between receipts and spending within

a fiscal year) stood at $1,234.1 billion, Federal Budget Gap

- (Percent of GDP, fiscal years, unified budget)
$25.5 billion lower than last year. o
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Expenditures Revenues

The Congressional Budget Office
expects the deficit to fall to 6.2% of
GDP in 2012 and to 3.2% in 2013, and
then fluctuate between 1.0% and 1.6%
of GDP from 2014 through 2021.

Graph from Global Insight



Deficit Spending Compared to Federal Budget
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Size of the Problem: Debt

As of September 9, 2011, the gross debt was $14.71 trillion, of which $10.07 trillion
was held by the public and $4.64 trillion was held in accounts administered by the
federal government (called intragovernmental holdings). Gross debt was 98% of

GDP, and the debt held by the public was 67% of GDP.

Usually, the financial markets pay the most attention to debt held by the public.

Under CBQO'’s current-law baseline, debt held by the public is projected to fall from 67
percent of GDP this year to 61 percent by 2021. However, stabilizing the debt at that

level would leave it larger than in any year between 1953 and 2009.
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Debt as Percentage of Gross Domestic Product
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The Budget Control Act

e Immediately enacted 10-year discretionary spending caps
generating approximately $917 billion in deficit reduction in
defense and non-defense spending.

e Bipartisan committee process charged with identifying an
additional $1.5 trillion in deficit reduction over the next 10
years. If this outcome comes to pass, there would be a total
of $2.4 trillion in deficit reduction over 10 years from the two
components acting in concert.

e If the committee or Congress fails to adopt at least $1.2 trillion
In a deficit reduction package (including an allowance for
Interest savings), an enforcement mechanism scaled to
ensure an additional $1.2 trillion in spending reductions kicks
iIn—falling equally on defense and non-defense spending.



Supercommittee Members

Joint Select Committee on Deficit Reduction: 12 members,
evenly divided between Democrats and Republicans in the House
and Senate. No members are from Florida.

Rep. Camp & Rep. Upton

Sen. Baucus
\1/ Sen. Port Sen. Toomey
en. Portman
Sen. Murray —
1 — Sen. Kerry
— Rep. Van Hollen
Sen. Becerra — ]

S Rep. Clyburn

Sen. Kyl —

Rep. Hensarling /



Key Dates

e November 23: Draft of $1.5 trillion deficit reduction plan is due

Simple Majority, meaning at least one member of the other party must
agree.

e December 23: Congress must approve the deficit reduction plan to
avoid automatic sequester provisions.
Simple Majority, without amendment or filibuster.

e January 2013: Automatic sequester takes effect if no agreement is
reached. The sequester would be divided evenly between defense
and non-defense spending, and would exempt Social Security,
Medicaid, unemployment insurance, certain programs for low-
Income families, and civilian and military retirement. In addition, any
cuts to Medicare would be capped at 2% and limited to the provider
side. An adjustment is also made for natural disaster or emergency
funding. The cuts would come from areas such as infrastructure,
education, and defense.



Supercommittee Options

e Cut spending (non-entitlement or entitlement)
e Reform the tax code (revenue neutral or not)

e Restructure entitlement programs like Medicare
and Medicaid which are increasing as a share of
GDP

e Raise taxes or other forms of revenue
e Close loopholes or reduce reductions

e Other Issues: Economic growth proposals like
Initiatives designed to increase job creation or bring
about deregulation



Status

e September 8. President Obama urged the Supercommittee
to cut more than the required $1.5 trillion to pay for the $447
billion jobs plan.

e September 14: 25 fiscally conservative House Democrats
known as the “Blue Dog Coalition” urged the Supercommittee
to cut more than the required $1.5 trillion.

e September 15: 36 Senators from both parties urged the
Supercommittee to cut more than the required $1.5 trillion.

e September 19: President Obama called for entitlement cuts,
tax increases and war savings to reduce government
spending by more than $3 trillion over the next 10 years.



Issues to Watch

e New unfunded mandates for state and local governments, cost-shifting
between federal programs and state programs, or increased financial
participation requirements for federal programs.

e Twofold impact from the loss of federal funding:
(1) directly to state programs and initiatives; and

) Indirectly through the loss of federal procurement contracts currently
going to Florida businesses.

e While many of the larger federal funding programs that benefit Florida
are exempt from the sequester, it is possible that the state could be
better off with a supercommittee product than with the sequester.



Vulnerability --- Cost-Shifting

(Direct or Indirect)

Federal direct expenditures were equal to 26.1% of the Florida’s real gross
domestic product in 2009. They totaled $176 billion or $9,477 per capita. For
the portion that passes directly through state government, federal dollars
comprised 41.2% of the state’s total receipts.

Direct payments for individuals for retirement and disability constituted the
largest category of federal direct expenditure. This category includes Social
Security payments, federal retirement and disability payments, and veterans’
benefits. Florida’s direct payments for retirement and disability accounted for
36 percent of the state’s total federal direct expenditures. Florida had the 2nd
largest expenditure total of the fifty states and ranked 7th on a per capita basis,
both rankings unchanged from 2008.

Direct Payments for Individuals Other Than for Retirement and Disability
represented the second largest category. These payments to Florida totaled
$50.7 billion, or $2,733 per capita, and accounted for 29 percent of total direct
expenditures to the state. Included are Medicare Benefits, Excess Earned
Income Tax Credits, Unemployment Compensation, Supplemental Nutrition
Assistance Program, Housing Assistance, and Agricultural Assistance.



Federal Funding to Florida - 2009
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Top County Recipients

Florida's Federal Direct Expenditures by County (Excluding Leon)
Federal Fiscal Year 2009

Retirement & Other Direct Procurement Salaries &
County Disability Payments Grants Contracts Wages Total
TOP 10 TOP 10 TOP 6 TOP 6 Top 3 TOP 10

Brevard 2,534,752,000 1,104,380,000 509,233,000 2,582,090,000 579,690,000 7,310,144,000
Broward 4,251,798,000 4,865,072,000 1,475,033,000 592,567,000 606,772,000 11,791,242,000
Duval 2,747,260,000 1,844,542,000 1,408,696,000 1,145,579,000 1,282,972,000 8,429,050,000
Hillsborough 3,306,757,000 2,072,803,000 1,827,446,000 1,622,659,000 1,523,629,000 10,353,295,000
Lee 2,260,548,000 1,185,167,000 390,710,000 43,794,000 183,702,000 4,063,921,000
Miami-Dade 5,194,609,000 1,193,444,000 2,018,070,000 796,289,000 1,701,614,000 10,904,027,000
Orange 2,525,992,000 1,624,006,000 1,066,597,000 3,071,111,000 739,256,000 9,026,962,000
Palm Beach 4,343,308,000 3,612,886,000 972,917,000 2,202,921,000 499,867,000 11,631,898,000
Pasco 1,617,743,000 1,254,771,000 275,162,000 24,095,000 80,280,000 3,252,052,000
Pinellas 3,923,094,000 3,219,523,000 1,007,929,000 1,129,291,000 681,097,000 9,960,934,000
Sarasota 2,083,977,000 1,234,761,000 291,355,000 176,685,000 124,249,000 3,911,027,000
Volusia 2,081,542,000 1,268,798,000 424,631,000 215,796,000 116,448,000 4,107,215,000
Statewide $ 62,292,180,000 | $ 50,665,923,000 [ $ 31,979,435,000 [ $ 18,530,929,000 | $ 12,215,459,000 | $ 175,683,926,000




Vulnerability --- Private Sector

In Federal Fiscal Year 2008, 13,294 Florida businesses
received nearly $16 billion in federal contracts. The vast
majority of this money was defense-related. In 2009, contracts
awarded by the Department of Defense accounted for 77
percent of total procurement contracts awarded to Florida.

The sequester provisions of the Budget Control Act would
trigger an additional $500 billion in defense budget cuts from
2013 to 2021. This is on top of the $350 billion on already put
In place as part of the original agreement.

While only a few of the defense contracts that benefit Florida go
to companies actually headquartered in Florida, they are still
Important to employment and the state’s GDP.



Pennsylvania and Texas Have Similar Federal
Funding Profiles to Florida

States' Percentage Share of Federal Direct Expenditures by Category
Federal Fiscal Year 2009

Total Direct Direct Payments: | Direct Payments: Procurement Salaries and
State Population Expenditures Retirement Other Grants Contracts Wages
Arizona 2.2% 2.0% 2.1% 1.6% 2.0% 2.7% 1.7%
California 12.1% 11.0% 9.4% 10.7% 12.6% 13.2% 8.6%
Florida 6.1% 5.6% 7.2% 6.7% 4.4% 3.5% 4.5%
Maryland 1.9% 2.9% 2.1% 1.9% 1.6% 6.6% 4.8%
Massachusetts 2.2% 2.7% 2.0% 2.7% 3.1% 3.6% 1.6%
Michigan 3.3% 2.9% 3.5% 3.5% 2.9% 1.8% 1.6%
Montana 0.3% 0.3% 0.4% 0.4% 0.4% 0.1% 0.4%
Ohio 3.8% 3.4% 3.9% 4.4% 3.5% 1.7% 2.4%
Pennsylvania 4.1% 4.3% 4.8% 5.3% 3.8% 3.5% 3.0%
South Carolina 1.5% 1.5% 1.8% 1.4% 1.3% 1.6% 1.4%
Texas 8.1% 7.2% 6.7% 6.6% 7.7% 7.5% 8.9%
Washington 2.2% 2.1% 2.3% 1.7% 2.1% 1.8% 3.4%
States' Percentage Share of Federal Grant Expenditures by Agency
State Agriculture [ Commerce CNCS CPB Defense Education EAC Energy EPA EEOC HHS
Florida 5.0% 3.2% 4.8% 6.1% 3.7% 5.0% 7.7% 2.0% 2.4% 3.5% 4.2%
Pennsylvania 3.2% 2.2% 4.8% 3.1% 10.3% 3.3% 6.4% 3.5% 3.2% 9.4% 4.4%
Texas 9.5% 4.0% 0.2% 4.8% 0.8% 8.1% <0.1% 2.7% 6.9% 2.9% 6.3%
State HS HUD Interior Justice Labor NFAH NRC SSA SJI DOT Treasury VA
Florida 5.3% 4.2% 0.9% 5.4% 3.6% 4.0% 2.7% 4.4% 4.6% 3.8% 5.6% 3.3%
Pennsylvania 2.2% 4.7% 1.2% 4.0% 3.9% 3.5% 10.7% 2.0% 0.2% 4.2% 0.4% 4.5%
Texas 12.9% 4.1% 1.5% 6.8% 6.3% 6.0% 7.1% 9.7% - 6.8% 14.4% 3.5%

Note: The abbreviations used above stand for the following agencies: ARC - Appalachian Regional Commission; CNCS - Corporation for National and Community Service;
CPB - Corporation for Public Broadcasting; EAC - Election Assistance Commission; EPA - Environmental Protection Agency; EEOC - Equal Employment Opportunity
Commission; HHS - Department of Health and Human Services; HS - Department of Homeland Security; HUD - Department of Housing and Urban Development; NFAH -
National Foundation of the Arts and the Humanities; NRC - Neighborhood Reinvestment Corporation; SSA - Social Security Administration; SJI - State Justice Institute;
TVA - Tennessee Valley Authority; DOT - Department of Transportation; VA - Department of Veterans Affairs.




