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A Deficit Reduction Illusion: 

The Gregg bill would dangerously shift power away from Congress 
to the President, and would likely do little to reduce the deficit. 

 
Last month, the Senate Budget Committee adopted legislation that purportedly would reduce the nation’s 
deficit. The Stop Over-Spending Act, (S. 3521), dubbed the “SOS Act” by its primary sponsor Senator Judd 
Gregg (R-NH), may be considered by the full Senate soon.  
 
While reducing the deficit must become a top priority of Congress, S. 3521 would likely have little impact 
on actual deficit reduction. The far-reaching Presidential line-item-veto authority included in the bill 
would dangerously expand the power of the President, and would be just as likely to increase the deficit as 
to reduce it. Moreover, nothing in the proposal ensures that “earmarks” – funds set aside in an 
appropriation bill for members’ pet projects, often colloquially referred to as “pork-barrel spending” – 
would be curtailed. The Gregg bill also includes automatic across-the-board budget cuts based on deficit 
targets – an approach widely known to be a proven failure in reducing deficits.1 Furthermore, the bill 
entirely neglects key deficit reduction strategies that have been used effectively in the past. 
 
While S. 3521 would probably not reduce the deficit, it would make all domestic programs including 
Social Security vulnerable to the whims of unaccountable commissions, and would guarantee deep cuts in 
domestic services that could harm vulnerable residents and undermine critical Oregon services that 
sustain our state economy. 

 
The Gregg bill includes line-item veto authority that would dangerously shift power 
away from Congress to the President. 

The line-item veto provisions of S. 3521 go far beyond earmark reform and would give the President much 
more power in the legislative process – weakening Congress’ role in critical decisions about our nation’s 
future. Funding for many programs that are not typically vulnerable to earmarks – such as a measure to 
extend health care coverage to more uninsured children – would be subject to a line-item veto.  
 
In addition, the line-item veto authority provisions could be used to entirely eliminate vital discretionary 
programs (ones that must be reauthorized by Congress each year) even if Congress voted to override the 
President’s veto. This could occur because the President would be allowed to withhold funds for two 
consecutive 45-day periods that could extend to a time period after Congress voted to override the veto. 
This would allow a White House to withhold appropriated funds through the end of a fiscal year, which 
could cause the funds to lapse and the appropriation to be cancelled.  
 
The new Presidential authority would severely constrain Congressional choices 
in shaping and approving legislation 
The new procedure would give the President a “fast-track” to force a congressional vote on the veto 
package in its entirety. Filibusters would be prohibited, amendments would not be allowed, and the 
package could not be divided into parts. A vote would be required within 13 days after the President 
submitted it. 
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While the measure grants line-item veto power to the President, it specifically 
removes similar Congressional authority 
The proposal restricts the ability of Congress to choose among the President’s proposed vetoes. The 
President could submit his proposed cancellations in no more than four packages per year. Since Congress 
generally enacts 11 separate appropriations bills each year and a number of separate tax and mandatory 
spending bills, the President would both be permitted and effectively compelled to combine cancellations 
from a number of unrelated bills – including appropriations, mandatory and tax bills – into mega-
cancellation packages. If a veto package includes ending a universally acknowledged egregious pork-
barrel proposal coupled with vetoes of popular programs, members of Congress would be in a lose-lose 
situation. They would find it difficult to override the veto, since doing so would leave the member open to 
allegations of wasteful spending. On the other hand, they would not want to be responsible for eliminating 
funding for popular programs. 
 
The measure would give the President a powerful tool to manipulate 
Congressional votes 
The President could wait up to a year after enactment of an appropriations bill before proposing to cancel 
funding in that bill (although Congress would need to act on the President’s veto proposal within days). 
This power would provide the President enormous latitude to threaten members to go along with his/her 
priorities in exchange for promises not to propose a cancellation regarding a bill the member valued that 
had already been enacted up to a year earlier.  
 
The Congressional Budget Office, the Congressional Research Service, and other experts have concluded 
that the line item veto legislation would undermine the Congressional process and erode the quality of 
legislation since it would encourage backroom deal making. In addition, the line item veto authority 
would be as likely to increase overall spending as to reduce it because the President could use it to 
pressure members of Congress to support certain spending and tax-cut priorities in return for a promise 
not to propose canceling spending items the members favored.2 

 
The Gregg bill would empower unaccountable commissions 

S. 3521 would authorize unelected “sunset” commissions to make recommendations to terminate or 
realign discretionary programs such as Veterans benefits and Head Start, as well as mandatory programs 
such as Social Security and Medicaid. The bill would severely limit Congress’ ability to modify or reject 
commission recommendations. 

 
S. 3521 includes monumental cuts in domestic programs that would harm Oregon.  

S. 3521 establishes both “fixed deficit targets” and “budget caps” that would result in drastic cuts in 
domestic programs. While these two provisions are unlikely to reach the Senate floor for a vote before the 
August recess (the line-item veto and sunset commissions may soon be voted on independently from 
these), if they were to be enacted in the future by Congress, it would strain state budgets and harm 
vulnerable Oregonians.  
 
The level of the bill’s fixed deficit targets would ratchet down from 2.75 percent of the Gross Domestic 
Product (GDP) in 2007 to 0.5 percent of GDP in 2012, and every year thereafter. Under the Gregg plan, if 
the deficit does not shrink according to this schedule, across-the-board cuts in mandatory programs – 
such as Medicare, Medicaid, Food Stamps and Veterans benefits – would automatically be triggered, with 
the cuts being set at the level needed to hit the target. Since the deficit targets would likely be missed as 
early as next year, the automatic annual cuts in these programs could reach 17 percent by 2011. 
 
In addition, budget caps in the bill would cap overall discretionary funding levels for the next three years 
at the levels proposed in the President’s 2007 budget. To meet the caps, $66 billion in cuts in critical 
discretionary programs over the next three years would be required. These cuts would grow deeper each 
year. Unlike previous proposals, S. 3521 does not spare the most vulnerable, including children, the poor, 
people with disabilities and veterans from severe cuts.3 
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Among the numerous proposed discretionary funding reductions proposed in the President’s budget, the 
following critical services in Oregon would be impacted: 

• Head Start would be cut by between 5 and 9 percent in 2009, which in Oregon would mean 
between 500 and 700 fewer Oregon kids would participate that year. 

• The Commodity Supplemental Food Program would be entirely eliminated in 2007 which would 
deny 1,000 low-income Oregon seniors this critical nutritional support. 

• Housing for people with disabilities would be slashed by 54 percent by 2009. 
• Veterans benefits would be cut by 6 percent by the same year.  
• Funds for school improvement would be slashed by 75 percent by 2009. 
• The Community Oriented Policing Services (COPS) program that helps state and local agencies 

respond to gang activity and carry out homeland security activities would be cut by 75 percent by 
the same year.  

 
The Gregg bill is not the solution to our nation’s fiscal problems 

While asking for deep sacrifice from the most vulnerable, the bill would protect the wealthy – a group that 
has greatly benefited from recent tax reductions – from shared sacrifice. The cumulative cost of tax cuts 
enacted since 2001 will reach nearly $1 trillion over the next ten years.4 The bill fails to impose fiscal 
restraint on tax cuts, although tax cuts have been responsible for as much of the increase in the deficit 
since 2001 as all domestic, defense, and international spending increases combined, including the 
spending on the wars in Iraq and Afghanistan.5  By taking almost all tax cuts off the decision table, S. 3521 
would make it harder for Congress to achieve a bipartisan deficit-reduction agreement, such as that 
accomplished in 1990 that produced almost $500 billion in deficit reduction over five years.6 

 
The Gregg bill would make the next recession worse and recovery slower 

Since deficits increase when the economy slows, the budget cuts needed to meet the fixed deficit targets 
would be largest during times when the economy is at its weakest point. The widespread cuts in critical 
infrastructure that would be required to meet deficit targets during recessions would likely slow economic 
activity further, hampering recovery. 
 
The Gregg bill fails to make the hard policy choices that would address the root causes 
of our deficit problem 

Although S. 3521 proposes to slash domestic funding, it specifically protects deficit-financed tax cuts and 
defense spending. Moreover, it fails to include provisions that would direct Congress to make programs 
operate more efficiently or to establish fiscal accountability for tax cuts. 

 
There are proven alternatives to the Gregg approach 

Instead of S. 3521, Congress should choose the tools effectively used by the Reagan, George H.W. Bush, 
and Clinton administrations to reduce the deficit. The following effective strategies should be immediately 
taken up in deficit reduction debates in Congress. 
 
Restoration of Pay-As-You-Go rules on  mandatory spending increases and tax 
cuts 
Congress should adopt the recommendations of budget watchdog groups, the Government Accountability 
Office, and former Federal Reserve Chair Alan Greenspan, who have all said that both mandatory 
program increases (in programs such as Social Security, Medicare, and Food Stamps), and tax cuts must 
be paid for (offset) by corresponding budget changes to prevent deficit growth. 
 
Restoration of the “reconciliation process” as it was originally intended 
The reconciliation process established during the Reagan administration made it easier for Congress to 
approve difficult-to-pass legislation such as program cuts and tax increases that would lower the deficit. 
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Regrettably, since 2001, Congress has highjacked this fast-track process to pass tax cuts that increase the 
deficit. Congress must restore the original intent of the reconciliation process by barring its use to pass 
bills that would increase the deficit. 
 

 
 
 
Endnotes: 
 
1 The fixed deficit reduction targets in S. 3521 are modeled after the Gramm-Rudman-Hollings law, (1985, 1987), that is widely 
considered by experts to have failed to reduce the deficit. See statements by Susan J. Irving, Director of Federal Budget Analysis, 
Government Accountability Office made during hearing on “Considerations for Updating the Budget Enforcement Act,” House 
Budget Committee, July 19, 2001; and Roy T. Meyers, Professor of Political Science at University of Maryland, and Philip Joyce, 
Professor of Public Policy and Public Administration, George Washington University, “Congressional Budgeting at Age 30: Is it 
Worth Saving?,” Public Budgeting and Finance, December, 2005. 
2 See George Will, “The Vexing Qualities of a Veto,” in Washington Post, March 16, 2006, page A2; Louis Fisher, “Item Veto: 
Budgetary Savings,” Congressional Research Service, May 26, 2005; Douglas Holtz-Eakin, in Jonathan Nicholson, “Precursor to 
Line-Item ‘Veto’ Failed to Restrain Prior Spending, GAO Says,” Bureau of National Affairs, Daily Tax Report, March 13, 2006,           
p G-6; . 
3 All budget process laws enacted since 1985, including the Gramm-Rudman-Hollings law passed in 1996, exempted basic programs 
for people with disabilities and the poor such as veterans’ disability compensation, food stamps and school lunches for poor 
children, from automatic cuts. The proposed SOS Act, S 3521, departs from this approach. 

4 Wealthy persons are defined as the top 1 percent of Americans whose incomes are over $400,000 in 2006), as estimated by the 
Center on Budget and Policy Priorities, “Greg Bill Would Make Far-Reaching Changes in Budget Rules,” revised June 26, 2006. 
5 Center on Budget and Policy Priorities, “Gregg Bill Would Make Far-Reaching Changes in Budget Rules,” Revised July 5, 2006, 
page 3.  

6 The Center on Budget and Policy Priorities notes that in order to achieve a successful deficit reduction agreement such as that of 
1990, policymakers from across the political spectrum must feel the pressure of the consequences of failing to act. By protecting tax 
cuts and military spending – two primary causes of our deficits, lawmakers on the right would be unlikely to see reason to come to 
the bargaining table nor to offer concessions in the areas they care about including tax cuts. “Gregg Bill Would Make Far-Reaching 
Changes in Budget Rules,” Revised June 26, 2006. 

 

 

 

 

 

 

 

 

 
This work is made possible in part by the support of the Ford Foundation, the Governance and Public 

Policy Program of the Open Society Institute, the Gray Family Fund of the Oregon Community 
Foundation, the Penney Family Fund, the Oregon School Employees Association, and by the generous 

support of organizations and individuals.  
The Oregon Center for Public Policy is a part of the State Fiscal Analysis Initiative (SFAI) and the 

Economic Analysis and Research Network (EARN). 
 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


