Solutions

2016
EXPERT ANALYSIS
POWERFUL MESSAGES
WINNING POLICIES



Solutions

2016



© 2016 by The Heritage Foundation
214 Massachusetts Avenue, NE
Washington, DC 20002
202.546.4400 | heritage.org
All rights reserved.
Printed in the United States of America
ISBN: 978-0-89195-291-6



Solutions

2016
EXPERT ANALYSIS
POWERFUL MESSAGES
WINNING POLICIES



1

The Right Way to Win
Hearts and Minds

THE ECONOMY

7
13
19
25
29
33

Economy and Jobs
Federal Spending, Budget, and Debt
Labor
Tax Reform
Trade
Transportation

MONEY +
THE MARKET

41
45
49

Monetary Policy
Financial Services
Housing

REGULATORY
OVERREACH

55
59
65
71
75

Agriculture
Energy
Environment
Internet Freedom
Regulations

CULTURE + SOCIETY

81
89
93
97

Education
Life
Marriage
Religious Liberty

ENTITLEMENTS

103
109
117

Health Care
Social Security
Welfare

CONSTITUTIONALISM

123
127
131
137
143

Overcriminalization
Protecting Second Amendment Rights
Rebuilding Constitutional Government
Role of the Courts
Voter Integrity

DEFENSE

151
157
167
171

Cybersecurity
Defense
Illegal Immigration and Border Security
Terrorism

GEOPOLITICS +
FLASH POINTS

179
185
199
205
213
221

China
Middle East
North Korea
Russia
South Asia
America’s Commitment to Taiwan

FOREIGN AFFAIRS

227
235
241

Alliances and International Organizations
Foreign Assistance
Treaties

CONSERVATIVE
LEADERSHIP



CONSERVATIVE
LEADERSHIP

CONSERVATIVE
LEADERSHIP



The Right Way to Win
Hearts and Minds

T

he purpose of good government has never been stated more clearly and succinctly
than in the Declaration of Independence. Government exists to secure the “Safety
and Happiness” of the people. It does so by protecting the rights of citizens and creating the conditions that allow them to pursue, and hopefully to find, happiness.
Conservatives, who take their bearings from the principles of the Founding, share this
vision. We defend the institutions and the virtues of character that make the pursuit of
happiness possible. We champion policies that make life better for all Americans.
The question is whether other Americans, who do not necessarily identify as conservative, also know this. They have no trouble seeing the appeal of liberalism since it lures
people with the promise of tangible material benefits and high-minded moralistic
ideals. Have we offered an appealing alternative vision?
For example, when we talk about the federal budget and the size of government, are we
connecting them to the struggles of families across the country? We sometimes give
the impression that conservatism is ultimately about saving money and defending the
Constitution—worthy goals as these may be—rather than seeking the good of all Americans. Or that our fundamental objection to liberalism is that it costs too much money,
not that it erodes people’s capacity to pursue happiness and weakens the strong ties
that should bind us.
At other times, we frame the stakes of the contest as a battle between individual
liberty and statism, thereby implying that conservatism is a radically individualistic
philosophy. Is this not off-putting to most people whose lives are anchored in family
and community?
Lastly, our healthy reverence for the past can at times lead us to concede the mantle of
progress to progressives too quickly. If we allow them to frame the contest as a choice
between the future and a return to the past, who will follow us? In an age of unceasing technological and scientific advances, those who cling to the past do so at their
own peril.
It is understandable why we would be inclined to make our case this way. We are committed to the Constitution, we are fiscally responsible, we respect individual rights, we
1
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distrust collectivist schemes, we do not believe in the inexorable march of progressive
history, and we deplore the damage done to our regime by progressive liberalism in the
20th century.
Ultimately, though, this does not explain why we are conservatives. We are conservatives because we want to create the conditions that will allow all Americans to lead
fulfilling lives. We have too sober a view of human nature to promise that all will be
happy all the time. But we can at least aim to put a good life—anchored in family, faith,
work, and community—within the reach of nearly everyone.
With this in mind, here are some suggestions on how to better frame the conservative
vision. These do not amount to a comprehensive definition of conservatism, nor are
they campaign soundbites. Rather, they are meant to remind us of what we already
know, but sometimes do not emphasize enough. They are meant to encourage us to do
the hard work of depicting to our fellow citizens what life would be like in an America
governed by conservative principles.
All Americans Would Be Better Off if America Were Governed According to
Conservative Principles. All Americans—men and women; rich and poor; college
graduates and high school drop-outs; whites, blacks, and Hispanics; religious and
secular; young and old; native born and immigrant—would have more opportunities,
live in stronger and safer communities, and face fewer hurdles if conservative policies
were implemented at the local, state, and national level. Strong families, vibrant communities, a growing economy, a healthy culture, fiscal sustainability, choice in education and health care, democratic accountability, equal treatment before the law, the
elimination of politico-economic cartels, and all the other pillars of the conservative
agenda are not partisan or factional issues. They serve the common good. And they set
the stage for human flourishing.
Conservatives Want to Limit Government in Order to Grow Civil Society. Conservatives stand for togetherness through families, religious congregations, communities, and in the innumerable associations we form. We recognize that individuals
have rights and that the government has a crucial role to play in securing them. But
we know that it is in the vast realm between the individual and the state that people
pursue and find happiness. Government will occasionally have to intervene to lend a
hand, of course, but it must be careful not to weaken the real ties that bind us. Policy
should help bring people together, not create artificial roadblocks that keep them
apart. A government that recognizes limits to its reach allows civil society to flourish. A government that claims jurisdiction over every sphere of life suffocates it. The
greater the size, scope, and reach of the state, the more disjointed, disconnected, and
weakened civil society and individuals will be. Paradoxically, individualism and statism go together.
Conservatives Want to Build an America Where Freedom, Opportunity, Prosperity, and Civil Society Flourish. Conservatives neither want to go back in time
nor to go slower than liberalism. We want to go elsewhere: not back, not left, but
2
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forward. We know that there is no golden age when the America called for by our
founding principles was a reality. Our healthy reverence for the past and the inherited
wisdom of tradition do not blind us to past injustices. Nor do they prevent us from
seeing just how much needs to change for all to enjoy the blessings of liberty. The conservative project is a constructive one. Our task—like the task of every generation of
Americans—is to distinguish what should be conserved from what should be reformed,
abolished, or overturned and to implement principled reforms that protect rights,
expand opportunity, strengthen civil society, and eliminate favoritism.
Conservatives Are More “Progressive” than Progressives. On many of the most
pressing policy questions of the day, it is progressives—and not conservatives—who
defend the status quo and adamantly refuse to change. Whether it be reforming the
entitlements that are bankrupting our country, overhauling our failing public schools,
or reaping the benefits of the fracking revolution, progressives are the party of no.
Modern progressive liberalism remains wedded to a top-down, centralized, one-sizefits-all approach to policy that did not suit the 20th century and most definitely does
not suit the 21st century. In an age where consumers are empowered to customize and
choose from an endless array of options, progressivism is doubling-down on its outdated model of governance built on mandates and limited choices—Obamacare being
just the most prominent example.
Conservatism Is More Innovative than Progressivism. Conservatives generally
fail to appreciate just how “unconservative” we are in championing free markets. Capitalism does not conserve. It overturns. It transforms. It pushes out the old to make
way for the new. It allows Blockbuster to give way to Netflix, Uber to break the taxi
cartels, and any entrepreneur with an idea to take on established Leviathans. It leads
to innovation in all realms: better goods and services, delivered more efficiently. And
it fuels job creation since most new jobs come not from existing business growing, but
from new businesses being started.
Conservatives Aim to “Secure the Blessings of Liberty to Ourselves and Our
Posterity.” The Preamble to the Constitution of the United States reminds us that we
as a political community are oriented toward the future. We have duties to posterity. It
is not enough for us to be free. We must ensure that our descendants are raised so as to
be capable of reaping the blessings of liberty themselves. To borrow a fashionable word
from the liberal lexicon, conservatives believe in sustainable liberty. In this important
regard, all conservatives are social conservatives who recognize the irreplaceable role
that the family plays in raising the next generation of citizens and teaching them the
great art of self-government.

3
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Economy and Jobs
THE ISSUE

T

he National Bureau of Economic Research declared the recession officially ended
in mid-2009. Since then Americans have suffered through the slowest recovery of
the post-war era. Not until April 2014 did the economy return to pre-recession employment levels, despite the population growth in the interim.
Perhaps surprisingly, job losses played little role in the labor market’s weakness. Job
losses surged in 2008–2009 during the financial crisis—but not by historically unusual
amounts. Companies actually shed more jobs in the much milder 2001 recession. Job
losses also quickly abated. By 2010 they had fallen below pre-recession levels and have
remained low since. By late 2015 the number of laid-off workers applying for unemployment insurance (UI) benefits had fallen below the levels that occurred during the
late-1990s tech bubble.
Rather, the recovery remained sluggish because job creation dropped markedly. Between the fourth quarter of 2007 and the fourth quarter of 2009, the gross number of
new jobs firms created fell by one-seventh. Job creation rates still remain 10 percent
below pre-recession levels. Job creation since then has not been enough to restore
employment rates to pre-recession levels.
The unemployment rate has fallen, but this has primarily happened because many
Americans have stopped looking for work. Overall labor force participation has fallen
to levels not seen since the Carter era. Demographic shifts like the aging and retirement of the baby boomers only explain part of the exodus from the workforce. Among
25-to-54-year-olds the employment rate remains over 2 percentage points below
pre-recession levels.
Government policies reducing the reward for working have further contributed to
the labor market’s weakness. Substantial expansions of government benefit programs
during the recession meant 4 million laid-off workers faced effective marginal tax
rates of 100 percent or more. What they would gain in additional income they would
entirely forfeit through higher taxes and reduced benefits. Part of the drop in labor
force participation represents workers responding rationally to their incentives. The
exchange subsidies in Obamacare have further reduced the reward for working. The
Congressional Budget Office (CBO) estimates that Obamacare will ultimately induce
about 2 million workers to leave the labor force, and University of Chicago economist
7
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Measuring Employment in the U.S.
EMPLOYMENT-TO-POPULATION RATIO
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Casey Mulligan estimates that the median American now faces an effective marginal
tax rate exceeding 45 percent. These disincentives hold back labor force participation
and the economy.
During this slow recovery workers’ earnings have grown modestly. Average hourly
wages, adjusted for inflation, stood 6 percent higher at the end of 2015 than at the end
of 2007. If policymakers want to help boost workers’ earnings they should promote
policies that increase workers’ productivity. Over the past generation average compensation has closely tracked productivity growth: average productivity has increased
81 percent since 1973, while average compensation has increased 78 percent.
Policymakers can also improve workers’ standards of living by repealing and reforming misguided policies that raise the cost of living. Many federal programs designed to
benefit a specific industry—the Sugar Program and the maritime Jones Act, for example—raise prices for consumers. Removing those laws would increase living standards
in the same way that productivity growth would. Likewise, poorly designed laws that
overregulate production raise consumer prices. The complicated federal fuel-efficiency regulations, called Corporate Average Fuel Economy (CAFE) standards, add $3,800
to the cost of a new vehicle.
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Job Gains Remain Below Pre-Recession Levels
THE ECONOMY
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RECOMMENDATIONS
Prevent Future Ineffective Fiscal Stimuluses. Government spending does not address the problems depressing job creation. It does not encourage private businesses
to expand or entrepreneurs to start new firms. The 2009 stimulus failed to boost employment, and additional fiscal stimulus will not succeed either. Many liberals propose
massive additional infrastructure spending. Such spending should occur only on the
basis of physical need; it will do little to boost employment. Beside the issue of government spending merely reallocating resources in the economy, infrastructure spending is capital intensive, not labor intensive. Highway, street, and bridge construction
employs only 0.2 percent of the labor force.
Repeal Regulations Driving Up Prices. Congress and state legislatures should
repeal legislation that unnecessarily drives up prices for American families. Congress should repeal the CAFE standards (car prices), the Jones Act (prices of shipped
goods), and the sugar, ethanol, and milk programs (food prices).
Eliminate Unnecessary Licensing. Government policy makes it difficult for unemployed workers to switch jobs. One-third of jobs in the economy require a government
license to perform. Many of these licenses have little health or safety rationale. For
example, every state licenses barbers and requires on average a year of training before
they can cut hair. Twenty-four states license African American hair braiders. Thirteen
9
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states license bartenders. Four states license interior designers. Louisiana licenses
florists. Trade associations lobby for these licenses to stifle potential competitors. This
raises prices on consumers while locking out prospective workers from jobs they could
perform well in. Americans should not need an expensive permission slip from the
government to earn a living. State and local governments should eliminate licensing
requirements in jobs that pose little health or safety risks to consumers.
Advance Free Trade. While it might be tempting to reach for protectionist policies
during an economic slowdown when economic growth and employment prospects are
weak, such policies are decidedly the wrong approach. Trade has come to represent an
increasing portion of U.S. economic activity, and both imports and exports are vital to
job creation and economic expansion.
Repeal Laws that Give Rise to Economically Harmful Regulations. Regulations
have the triple effect of fattening the government budget and workforce, diverting
business spending away from productive activities, and passing higher prices and
limited choices on to consumers. While new regulations are by no means confined
to recent years, they have increased sharply in the first six years of the Obama Administration, with 184 new major regulations totaling more than $80 billion annually—although the actual cost of this massive expansion of the administrative state is
obscured by the large number of rules for which costs have not been fully quantified.
Scores of other rules are in the pipeline. Excessive regulations that stifle investment
and growth must be repealed.
Repeal Obamacare. The Patient Protection and Affordable Care Act, popularly known
as Obamacare, has raised business costs and badly hurt the economy. A Gallup poll of
small-business owners found that one-fifth had cut jobs because of the law and that twofifths had frozen hiring. The law has substantially increased the cost of health coverage
for businesses that provide it, encouraging these businesses to restrict hiring or stop
providing health benefits. Economists have also found that the law will discourage workers from entering the labor force. Obamacare encapsulates the kinds of harmful regulatory policies the Obama Administration has favored at the expense of economic growth.
Repeal Unwarranted Provisions in the Dodd–Frank Act. The Dodd–Frank
financial regulation law was enacted in 2010 under the pretense that it was necessary
to avoid a repeat of the 2008 financial crisis. It is now clear that little in the legislation
will help avoid future crises, and some provisions may even make future crises more
likely. Among the most problematic sections are those that create a new Consumer
Financial Protection Bureau, which is granted virtually unconstrained authority yet
is not accountable to any other entity; sections providing for the seizure and “orderly
liquidation” of firms, which grants regulators broad power to close private businesses without meaningful review by the courts or other protections; and price controls
on debit cards, which has forced banks to impose new debit card fees on consumers.
Congress should repeal or radically restructure these and other provisions of this
flawed legislation.
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FACTS AND FIGURES
ȖȖ

ȖȖ

ȖȖ

The employment-to-population ratio for
prime-age workers (25–54-year-olds) stood
at 77.2 percent in the fall of 2015, down 2.5
percentage points from fall 2007 before the
recession. The net drop in unemployment
comes from people leaving the labor force, not
individuals finding new jobs.
In the fourth quarter of 2007, employers created
7.7 million gross new jobs. In the first quarter
of 2015, they created 6.9 million gross new
jobs—10 percent below pre-recession levels.
Demographic changes like the ageing of the
baby boomers cannot explain why the primeage employment rate has fallen. The economy
remains weaker than the headline unemployment rate suggests.

ȖȖ

The CBO estimates that the Affordable Care Act
(popularly known as Obamacare) will cause 2
million workers to leave the labor force.

ȖȖ

Trying to create jobs with infrastructure spending will not work. Infrastructure spending
involves heavy capital investments but is not
labor intensive. Highway, street, and bridge
construction employs only 300,000 workers—
just 0.2 percent of the labor force.

ȖȖ

In its first six years the Obama Administration
implemented regulations costing businesses
$160 billion annually.

ȖȖ

Americans would save $3,800 off the
price of a new car if Congress repealed the
CAFE regulations.

SELECTED ADDITIONAL RESOURCES
Congressional Budget Office, “Budgetary and Economic Effects of Repealing the Affordable Care Act,” June 2015.
James Sherk, “Additional Infrastructure Spending Would Employ Few New Workers,” Heritage Foundation Issue Brief
No. 4081, November 7, 2013.
James Sherk, “Not Looking for Work: Why Labor Force Participation Has Fallen During the Recession,” Heritage Foundation
Backgrounder No. 2722, September 2, 2014.
James L. Gattuso and Diane Katz, “Red Tape Rising: Six Years of Escalating Regulation Under Obama,” Heritage Foundation
Backgrounder No. 3015, May 11, 2015.
James Sherk, “Examining the Department of Labor’s Implementation of the Davis–Bacon Act,” testimony before Committee
on Education and the Workforce, U.S. House of Representatives, April 28, 2011.
James Sherk and Salim Furth, “Supply and Demand: Why Job Growth Remains Sluggish,” Heritage Foundation
Backgrounder No. 2853, November 7, 2013.
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Repeal the Job-Killing Davis–Bacon Act. The Davis–Bacon Act (DBA) effectively
requires federal construction contractors to pay union rates. This artificially raises
federal construction costs by 10 percent at the expense of taxpayers. Repealing the
DBA restrictions would allow the government to build more infrastructure, employing
tens of thousands of new workers at the same cost to taxpayers. Although civil engineering projects employ relatively few workers, the government should not artificially
reduce infrastructure employment.
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Federal Spending, Budget, and Debt
THE ISSUE

I

n 2015, the national debt reached $18.8 trillion and exceeded 100 percent of everything the economy produced in goods and services, as defined by gross domestic
product (GDP). Publicly held debt (the debt borrowed in credit markets, excluding
Social Security’s trust fund, for example) is alarmingly high at 74 percent of GDP. These
high debt levels were last seen after the U.S. had engaged in wartime spending following
World War II. However, if mandatory spending—especially health care spending—continues to grow faster than the economy, then the level of debt will grow even higher.
High federal debt puts the United States at risk for a number of harmful economic consequences, including slower economic growth, a weakened ability to respond to unexpected challenges, and possibly a debt-driven financial crisis. Furthermore, most of the debt
issued is to pay for more consumption spending. Unlike spending on investments, consumption financed through debt will lower the standard of living for future generations.
Deficits fell in 2015 primarily because the economy is slowly improving, which brings
in additional revenues and lowers spending on countercyclical programs like the Supplemental Nutrition Assistance Program (SNAP or food stamps). Also, discretionary
spending caps implemented under the Budget Control Act of 2011 helped restrain the
growth in spending. Finally, deficits during the recession were also partly driven by the
stimulus bill and other temporary measures.
Lawmakers should not take this short-term and modest deficit improvement as a
signal to grow complacent about reining in exploding spending. Deficits are on the rise
again, beginning in 2016, and within a decade they are projected to exceed $1 trillion
annually. The Congressional Budget Office projects that interest on the debt alone will
exceed the nation’s defense budget (not including spending on war or other emergencies) before the end of the decade.
The nation’s long-term spending trajectory remains on a fiscal collision course. Total
spending has exploded by 25 percent since 2004, even after inflation, and some programs have grown far more than that. Defense spending, however, is being cut. Social
Security, Medicare, and Medicaid are so large and growing that they are on track to
overwhelm the federal budget. These major entitlement programs, together with
interest on the debt, are driving 85 percent of the projected growth in government
spending over the next decade. The Affordable Care Act, or Obamacare, further adds to
13
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Publicly Held Debt Set to Skyrocket
200% PUBLIC DEBT AS A PERCENTAGE OF GDP
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the problem, increasing entitlement spending by nearly $2 trillion in just 10 years. The
long-term unfunded obligations in the nation’s major entitlement programs loom like
an even darker cloud over the U.S. economy. Demographic and economic factors will
combine to drive spending in Medicare, Medicaid (including Obamacare), and Social
Security to unsustainable heights. The major entitlements and interest on the debt are
on track to devour all tax revenues in fewer than 20 years.
Over the 75-year long-term horizon, the combined unfunded obligations arising from
promised benefits in Medicare and Social Security alone exceed $50 trillion. The federal unfunded obligations arising from Medicaid, and even from veterans’ benefits, are
unknown but would likely add many trillions more to this figure. By some estimates,
the U.S. federal government’s combined unfunded obligations already exceed $200
trillion in today’s dollars. Figures such as these are simply unfathomable.
While the Budget Control Act of 2011 and sequestration are modestly restraining the
discretionary budget, Congress continues to fund too many programs that represent
corporate welfare. Corporate welfare and crony capitalism waste taxpayer resources by spending resources taken for the public benefit on a narrower, well-connected
interest group instead. Taxation creates economic distortions. Excess taxation, that
goes beyond what is necessary to pay for constitutional government, needlessly wastes
taxpayer and economic resources. Every dollar spent by the federal government for
the benefit of a well-connected interest group is a dollar that is no longer available to
14
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American families and businesses to spend and invest to meet their own needs and
wants. Corporate welfare spending is especially morally concerning when government
spends resources that belong to the next generation of Americans to fund consumption spending today—or, in other words, when spending makes current Americans
better off at the expense of future Americans.
Moreover, mandatory or automatic spending—especially on entitlements—continues
to grow nearly unabated. Without any changes, mandatory spending, including net
interest, will consume three-fourths of the budget in just one decade.
If Washington fails to begin the important reform process, we could one day find
ourselves teetering on the edge of a Greece-style meltdown. To forestall such an eventuality, lawmakers should eliminate waste, duplication, and inappropriate spending;
privatize functions better left to the private sector; and leave areas best managed on
the local level to states and localities. They should change the entitlement programs
so that they become more affordable and help those with the greatest needs. Congress
should also fully fund national defense—a core constitutional function of government.
Lawmakers should build on the success of the Budget Control Act of 2011 by limiting
all non-interest spending with a firm cap that targets those spending levels necessary
to reach balance before the end of the decade.
It is not too late to solve the growing spending and debt crisis, but the clock is ticking.
15
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RECOMMENDATIONS
Cut Spending Now and Enforce Spending Caps. Congress should cut non-defense
discretionary spending, first by enforcing the Budget Control Act’s spending caps with
sequestration. Next, Congress should eliminate federal spending for programs that
are unneeded or can hardly be considered federal priorities and are more appropriate
for state and local governments or the private sector, like federal energy subsidies and
loan guarantees to businesses. Examples of areas where cuts can be made include:
ȖȖ

TIGER grants (National Infrastructure Investment Grants);

ȖȖ

The Market Access Program;

ȖȖ

The New Starts Program;

ȖȖ

The Technology Innovation Program; and

ȖȖ

Department of Energy (DOE) loan programs and loan guarantees.

Reject Tax Hikes and Pursue Growth-Oriented Tax Reform. There is a growing consensus that a simpler, flatter tax code—one with fewer, lower marginal rates
and only essential deductions—is one of the best ways to promote growth. Heritage
analysts favor an even bolder approach with a single rate on spent income. In any
case, as long as government must tax, it should do so with the least possible burden on
and interference with free-market choices. Higher taxes on small businesses and on
investment capital always weaken the economy. Revenue will grow when the economy
grows, but higher spending and taxes will reduce growth. The most effective way to
spur economic recovery is to increase the incentives that drive growth.
Reform Entitlements. Congress should begin by repealing Obamacare, which would
add nearly $2 trillion to federal spending over the decade. The costs of Medicare, Medicaid, and Social Security are on course to overwhelm the federal budget. Every year of
delay raises the cost of reform and gives near-retirees less time to adjust their retirement strategies. Lawmakers should restructure these programs by changing the incentives that drive their excessive spending. Then Congress should take these programs
off autopilot and set a budget for each major entitlement with an obligation to adjust
them as necessary to keep each program within budget and protected from insolvency.
Empower the States and the Private Sector. Since the beginning of the 20th century, the federal government’s domestic activities have expanded well beyond what the
Founders envisioned, leading to ever more centralized government, smothering the
creativity of states and localities, and pushing federal spending to its current unsustainable levels. Even when Washington allows states to administer the programs, it
taxes families, subtracts a hefty administrative cost, and sends the remaining revenues
back to state and local governments with specific rules dictating how they may and
may not spend the money.
16
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What if a Typical Family Spent
and Borrowed Like the Federal
Government?
FIGURES IN 2015 DOLLARS

The
median
family
income in
the U.S. is
$54,000.

If it spent
... which
money like
means it
the federal
would put
government, it
$7,000
would spend
on the
$61,000
credit card
a year ...
every year ...

... despite
already
being
$300,000
in debt.

Sources: Congressional Budget Office, U.S. Department of the Treasury, and U.S. Census Bureau.

Instead of performing many functions poorly, Congress should focus on the limited
set of functions intrinsic to the federal government’s responsibilities. Most highway,
education, justice, and economic development programs should be devolved to state
and local governments, which have the flexibility to tailor local programs to local
needs. Government ownership of business also crowds out private companies and
encourages protected entities to take unnecessary risks. After promising profits, government-owned businesses frequently lose billions of dollars, leaving taxpayers to foot
the bill. Any government function that can also be found in the yellow pages may be a
candidate for privatization.
Reform the Federal Budget Process. The federal budget’s focus on just 10 years
ahead diverts lawmakers from dealing with the mounting long-term challenges, such
as retirement programs. Likewise, the lack of firm budget controls and enforcement
procedures makes fiscal discipline easy to evade. Reforming the budget process is
therefore an implicit part of reforming the budget itself. Congress should estimate
and publish the projected cost over 75 years of any proposed policy or funding level for
each significant federal program. Any major policy change should also be scored over
this long-term horizon. In addition to calculating the costs of proposed congressional
actions without regard to the economy’s response to those actions (known as “static”
scoring), the government should require a parallel calculation that takes that response
into account (known as “dynamic” scoring) to make more practical and useful fiscal
information available to Congress when it decides whether to pursue certain actions.
17
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Although Congress must make substantial cuts in current and future spending, it must
not compromise its first constitutional responsibility: to ensure that national defense
is fully funded to protect America and its interests at home and around the globe.

FACTS AND FIGURES
ȖȖ

Government spending per household reached
$29,867 in 2015 and is projected to rise by over
50 percent in only one decade to $48,088 per
household in 2025.

ȖȖ

No American family could spend and borrow
as Congress does. If it could, a median-income
family with $54,000 in yearly earnings would
spend $61,000 in 2013, putting $7,000 on
a credit card. This family’s total debt would
already be over $300,000.

ȖȖ

To set aside enough money today to pay the
current debt and future unfunded costs just
from Social Security and Medicare, each person in America today, including their children,
would owe more than $210,000.

ȖȖ

At $18.8 trillion, the national debt now
amounts to $125,000 for every tax-filing
household in America.

SELECTED ADDITIONAL RESOURCES
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T

he economy, labor market, and labor–management relations have changed dramatically since the 1930s. Federal labor laws have not. The government needs
to bring labor policy into the 21st century to address the challenges that today’s
workers face.
American labor law was written for an industrial economy in which employees’ unique
skills and abilities mattered little on the assembly line. The law assumed that workers’ individual needs could be met entirely through collective representation. It also
assumed that workers had little need for flexible schedules. In today’s knowledge
economy, these assumptions no longer hold. Technology has made it much easier for
Americans to work for themselves.
The government has responded by trying to shoehorn workers into rules designed for
a different economy. New National Labor Relations Board (NLRB) rules aim to foist
unions on workers by destroying the franchise business model. Government agencies
have tried to shut down innovative “new economy” jobs which allow Americans to
work for themselves. Government should help workers adapt to a changing workforce
instead of trying to keep the economy frozen in the past.

RECOMMENDATIONS
Enable Permission-less Innovation. Technology has created jobs that did not exist
at the turn of the millennium. Uber allows passengers to order rides directly from
their smartphones. Airbnb allows ordinary Americans to rent out their homes while
they are away. Etsy enables craftsmen and -women to sell homemade goods to customers worldwide. These platforms have created opportunity for hundreds of thousands
of Americans. However, taxi companies, hotels, and many other businesses dislike
competition from these “new economy” jobs. They have lobbied heavily for regulations designed to shut down the new competition. The government should instead
embrace permission-less innovation. Workers and companies should not need government permission to enter new markets and challenge existing firms. Absent pressing
health and safety concerns the government should not prevent workers and companies from challenging existing industries.
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Modernize the Fair Labor Standards Act (FLSA). The Fair Labor Standards Act
was written to deal with challenges facing the manufacturing economy of the 1930s.
The economy has changed dramatically since then, with more than four in five workers employed in the service sector. Technology has changed where and how employees work.
The FLSA requires employers to pay time-and-a-half overtime for work beyond a
40-hour workweek with exemptions for salaried professional employees. Criteria for
determining whether an employee classifies as exempt are confusing and out-of-date.
Figuring out when the workday begins can also be challenging. Are convenience store
managers exempt employees? Does checking e-mail and voicemail before leaving for
work start the clock? Courts in different states have come to different conclusions
about these issues.
Workers also want—and need—flexible schedules to help balance their work and
family lives. They want to be able to take time off to be with their families as needed
and make up those hours later. The FLSA often prohibits this. Workers covered by the
overtime law must receive cash pay if they work more than 40 hours a week. They may
not choose to earn compensatory time instead—even if they value that flexibility. To
modernize the FLSA, Congress should:
ȖȖ

Permit employees and employers to elect to institute compensatory
time programs voluntarily;

ȖȖ

Clarify that checking e-mail or voicemail or similar activities before
driving into work do not start the workday and do not require employers
to pay workers while they commute to work; and

ȖȖ

Modernize the exemption standards for computer employees and
salesmen to reflect today’s work practices.

Rein in the NLRB. Today, most workers see little benefit from union representation.
As a result, private-sector union membership has dropped below 7 percent. Union
allies on the NLRB have responded by heavily tilting the rules of union elections to favor union organizers. The Obama NLRB has cut the time frame for union elections in
half, allowed unions to gerrymander bargaining units, restricted access to secret ballot
elections, and declared business clients and franchisors co-employers of their contractors’ and franchisees’ workers. The Obama Labor Department also rescinded important union transparency rules that enabled workers to see how their union spends
their dues. These changes threaten the ability of workers to make an informed choice
about union representation. They also threaten the viability of the franchise business
model. If the government holds corporate brands legally liable for the actions of their
franchises then they must control those actions. That means taking direct ownership
of the hundreds of thousands of franchises currently operated as small businesses
across America.
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ȖȖ

Repealing the Obama Board actions on ambush elections, micro-unions,
secret ballot decertification votes, and joint employer standards;

ȖȖ

Requiring unions to regularly stand for re-election so workers can hold
them accountable for their representation; and

ȖȖ

Reinstating the union transparency requirements for union executive
compensation, union trust funds, government union locals, and for
potential conflicts of interest the Obama Administration rescinded.

Expand Options for Employee Voice. The National Labor Relations Act (NLRA)
was written for the industrial economy of the 1930s, and Congress has not seriously
amended it since 1947. Many provisions of the NLRA hurt modern workers. Section
8(a)(2) was intended to prohibit “company unions.” However, its language also prohibits employers’ employee involvement (EI) programs, work councils, or labor–management work groups. Surveys show that 60 percent of workers prefer such programs
to more government regulations or labor unions, but the law forbids such cooperative labor–management discussions. Instead it requires workers to either choose an
outside union or have no formal workplace representation. This hurts workers who do
not want a union but would like formal channels to communicate with their employers. Recently, Volkswagen employees in Chattanooga, Tennessee, voted against United
Auto Workers representation. This prevented them from having a works council that
both they and the company wanted. Congress should permit EI programs and work
councils without requiring that an outside union run them.
Allow Union Members to Accept Raises. Today’s workers also expect to be rewarded for their individual contributions. However, the NLRA prevents unionized
companies from paying union members more than their contract calls for without
negotiating with the union. For example, the Giant Eagle grocery store in Edinboro,
Pennsylvania, gave two dozen junior employees raises for good performance. Their
union filed a grievance, arguing that this violated their seniority system. The arbitrator
agreed and forced Giant Eagle to rescind the raises. Under the law, union contracts set
not only a wage floor, but also a wage ceiling. Without this restriction, many unionized
businesses would offer performance pay to encourage greater productivity. Greater
productivity raises workers’ earnings and corporate profits: Both labor and management come out ahead. Congress should allow unionized companies to pay workers
more than their union rate.
Protect Employee Rights. The interests of unions sometimes conflict with the
interests of the workers they seek to represent. Unions want to collect dues from as
many workers as they can—whether or not those workers want union representation.
Businesses can legally recognize a union on the basis of publicly signed union cards
21
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without a secret-ballot election. This is known as “card-check” recognition. Cardcheck tells union organizers which workers support them and which do not. They
return again and again to the homes of workers who have not signed and press them to
change their minds. This makes it much harder for workers to say “no.”
The government should require a secret-ballot vote before unions can represent
workers. The government should also give workers more say in how unions spend
their dues. Unions frequently spend heavily on political activism with little regard for
their members’ views. Several states have passed “paycheck protection” laws requiring unions to get their members’ permission before spending their dues on political
activism. Union political spending subsequently dropped dramatically. Given the
choice, most union members did not want their money spent on politics. Congress
should pass a national paycheck protection law requiring unions to get their members’
permission before using their dues for political purposes.
Reform Federal Pay. The government should aim for pay parity between the private
sector and the federal government. Federal pay varies wildly from market rates in both
directions. Some high-performing federal workers earn less, and many other federal
workers make more than they would make in the private sector. Federal employees
also receive much more generous pension, health care, and paid leave benefits than
private-sector workers. In total federal employees average 15 percent to 30 percent
higher compensation than comparable private-sector workers. Federal employees also
enjoy job security guarantees unheard of in the private sector.
Congress should bring federal compensation, including benefits, in line with the private sector. In addition, Congress should make it easier to remove poorly performing
federal employees.
Restrict Government Unions. The founders of the labor movement saw unions as
a vehicle to protect workers from being exploited and to get workers a share of the
profits they created. Consequently, they never proposed unionizing the government.
The government earns no profits. Government unions organize against voters and
taxpayers. Unions pressure the government to put their interests ahead of public interests. Not until the late 1950s did the union movement begin to argue that collective
bargaining belonged in government.
In most agencies, collective bargaining means less efficiency and higher costs. In
national security agencies, it can cost lives. That is why Congress prohibits collective
bargaining in the FBI, CIA, and Secret Service. However, the Obama Administration
recently decided to begin collective bargaining at the Transportation Security Administration. Canada has a similar policy. In 2006, union protests in Toronto led to
250,000 passengers boarding their flights without being screened. National security
must come first. Congress should end collective bargaining at all agencies in the Department of Homeland Security.
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FACTS AND FIGURES
In 2000, plaintiffs filed 1,854 FLSA suits in
federal court. By 2015, that number had risen
to 8,781 suits. Modernizing the FLSA would
prevent unnecessary litigation.

ȖȖ

Webcor Packaging, Inc., a manufacturing
company in Flint, Michigan, formed a plant
council consisting of five elected employees
and three appointed managers to examine
ways to improve work rules, wages, and
benefits. The NLRB forced Webcor to disband
the council. Under the NLRA, employees must
choose between either union representation or
no representation at work.

ȖȖ

ȖȖ

Union members are half as likely to earn performance pay as non-union workers, primarily
because unions oppose allowing hard workers
to earn more. The president of a Teamsters
division called performance-based raises the
“bosses’ pet” provision.
The federal government spends an average
of $35,000 a year per employee on non-cash
benefits, triple the average non-cash compensation of the average private-sector worker
($12,200 a year).

ȖȖ

Federal employees receive both a defined-benefit and a defined-contribution pension plan.
Employees with enough tenure may retire with
full pension benefits at between 55 and 57 years
of age, depending on when they were born.

ȖȖ

A federal employee with three years of experience receives four weeks of paid vacation, 10
federal holidays, and 13 days of paid sick leave.
A comparable private-sector worker earns an
average of 10 fewer days of paid leave.

ȖȖ

Sixty percent of union members object
to unions spending their dues on politics.
Two-thirds of union members say that unions
should have to get permission before spending
dues on politics.

ȖȖ

Half of of union members now work in
government. More than twice as many union
members work in the U.S. Postal Service as in
the entire domestic auto industry.

ȖȖ

In 1959, the AFL–CIO Executive Council
declared, “In terms of accepted collective
bargaining procedures, government workers
have no right beyond the authority to petition
Congress—a right available to every citizen.”
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A

merica

needs tax reform because the current tax code stifles economic freedom,
preventing the economy from being vibrant and prosperous. Fundamental tax
reform would alleviate the harm caused by the tax system and significantly strengthen
the economy. This stronger economic growth would substantially improve the incomes of all Americans and enhance economic opportunities.
The current tax system harms the economy for many reasons—tax reform based on
sound principles would address each of them.
Tax rates for families, individuals, businesses, and investors are too high. After the fiscal
cliff tax increase in early 2013, Americans in some states now pay marginal tax rates
exceeding 50 percent. Such high marginal rates discourage work, savings, investment,
and entrepreneurial risk taking—the building blocks of economic growth. By reducing
incentives to engage in these activities, the tax code reduces the strength of the economy.
The current tax base causes double taxation of savings and investment and is therefore
biased against savings and investment. This bias reduces the amount of investment in
the economy, which reduces productivity growth, real wages, and employment.
An additional problem with the tax base is that Congress has glutted it with politically
motivated credits, deductions, and exemptions. These provisions inhibit economic
growth by eroding the tax base, which necessitates higher tax rates for other activities
in order to raise a certain level of revenue. When government policy picks winners
and losers in such a way, it reduces economic efficiency because resources are not put
to their highest-valued use. The economy suffers because of the distortion. The most
glaring example of such policies is the myriad of tax breaks for the production and
consumption of politically favored types of energy and energy-efficient products.
Finally, the way the tax code treats business is the biggest inhibitor of growth in the tax
code today. The U.S. has the highest corporate tax rate of any country in the Organization for Economic Co-operation and Development (OECD)—the 34 most industrialized countries in the world.
Further inhibiting investment is the fact that the U.S. is effectively the only major
nation that taxes its businesses on the income they earn in foreign countries. This
25
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taxation creates another disincentive for U.S. businesses to invest, which further suppresses wage growth and job creation for American workers. The worldwide system
also makes it attractive for foreign firms to buy U.S. firms, or for U.S. firms to merge
with foreign corporations and move the new company’s headquarters abroad—as was
the case in the spate of inversions in 2014.
The U.S. also has one of the worst systems in the industrialized world for businesses
to deduct the cost of investments. The U.S. tax code denies businesses the ability to
deduct the full cost of investments at the time businesses make them. Instead, the
code applies a cumbersome depreciation system that forces businesses to deduct the
cost of investment over many years—sometimes as many as 39. This raises the cost
of investing because of the time value of money. Less investment due to those higher
costs hurts productivity gains, wage growth, and job creation.

RECOMMENDATIONS
Tax reform would greatly enhance economic performance by fixing these problems. It
can fix them by accomplishing five major economic objectives:
1. Lower Individual and Business Tax Rates. Tax reform must lower

rates, in particular the top marginal rates, to strengthen the economy by
improving incentives to work, save, and invest.

2. Establish the Right Tax Base. Defining the tax base (that is, what the

tax code taxes) is as important as lowering the tax rate. The right tax base
is consumption, rather than the hybrid income–consumption tax base
the current system uses.

3. Eliminate the Bias Against Saving and Investment. Tax reform must

reduce, and ideally eliminate, the bias against saving and investing caused
by double taxation. Taxing the right consumption tax base would go a
long way toward accomplishing this since it should eliminate the double
taxation of capital gains and dividends, and allow businesses to deduct
their capital costs when incurred.

4. Eliminate Tax Preferences. More work is necessary to ensure that the

base is neutral and does not pick winners and losers.

5. Simplify the Tax System and Make It More Transparent so that

Taxpayers Understand How Much They Pay to Fund the Federal
Government. The sheer complexity of the system makes it difficult
to understand the true impact of the tax system, including how much
taxpayers are paying to the federal government. Tax reform should strive
to make that cost explicit to taxpayers. Once taxpayers know how much
of their hard-earned income goes to the federal government, they will
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Top 10 Percent of Earners Paid 68 Percent of Federal Income Taxes
THE ECONOMY

SHARE OF FEDERAL INCOME TAXES AND INCOME EARNED IN 2011

This group
of income
earners...

... earned this
share of all
income ...
... and paid
this share of
all federal
income
taxes.

Bottom
50%

Top
25%–50%

Top
10%–25%

Top
5%–10%

Top
2%–5%

Top
1%

12%

21%

22%

12%

15%

19%

3%

11%

17%

12%

21%

35%

Note: Figures do not sum to totals due to rounding.
Source: Internal Revenue Service.

be more willing to reduce the size of government since they will better
understand how it negatively affects them. A transparent code would be
simpler than the current system.
Four Ways to Achieve Conservative Fundamental Tax Reform. There are
long-standing debates about which type of tax reform plan can best deliver the objectives laid out above. Those plans generally have more in common with each other than
is usually understood. In fact, the best and most popular tax reform plans use the correct consumption tax base and have identical economic effects. They vary only in how
taxpayers pay them. A useful way to understand their variations is to think of them as
distinct software programs used to execute the same function. They all execute that
function equally well, but they interact with their users (taxpayers) differently.
For many, a consumption tax means a retail sales tax such as the one that most states
levy. However, a consumption tax is any tax on income that is spent on consumption,
and excludes income that is saved or invested. There are several plans that fit this
mold, including:
1. The traditional flat tax (often referred to as the Hall–Rabushka flat tax);
2. The New Flat Tax (also known as an expenditure, or consumed-income, tax);
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3. A business transfer tax (BTT); and
4. A national sales tax.

Any sound tax reform plan will either adopt one of these approaches or a combination
of two approaches or move the current tax system substantially in that direction.

FACTS AND FIGURES
ȖȖ

If tax reform achieved the objectives laid out
above, the economy and American families
would enjoy sizeable gains. A recent analysis
by the Tax Foundation shows the economy
could grow as much as 15 percent over 10 years
because of tax reform. After those 10 years,
the average American family’s wages would
rise by almost 10 percent.

ȖȖ

According to the Congressional Budget Office,
tax revenues are now above their historical
average as a percentage of gross domestic
product and will keep climbing higher. There is
plenty of revenue coming into Washington. In
fact, the revenue is so great that there is ample
room for a large tax cut to return revenues
to their historical norm. However, spending
will continue to far exceed that unless policy
changes are made. Washington has a deficit
and debt problem because it spends too much,
not because it collects too little in taxes.

ȖȖ

Despite incessant claims that the tax code is
unfair and the rich do not pay their “fair share,”
the facts show that the contrary holds true.
The U.S. tax system is in fact highly progressive. The top 1 percent of income earners
paid 35 percent of all federal income taxes in
2011 (the most recent year for which data are
available) while earning about 19 percent of
all income. The bottom half of taxpayers paid
only 3 percent of federal income taxes. When
looking at all federal taxes the story remains
similar. The top 1 percent paid 24 percent of all
federal taxes in 2011.

ȖȖ

The combined federal and state corporate
income tax rate averageis over 39 percent.
The average of other developed nations in the
OECD is 25 percent. The U.S. rate is far from
being competitive and is driving investment to
other countries that have lower tax rates.
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F

ree trade occurs when the government does not limit or subsidize either imports
or exports—meaning that Americans can spend their dollars on goods and services
regardless of where they are from and engage without restriction in voluntary, mutually beneficial transactions, both as buyers and sellers, with people in other countries.
Debates over barriers to trade have erupted from time to time during our history and
have not always been resolved in favor of greater freedom, but the historical record is
clear: When we have opted for freer trade, we have been rewarded with long periods of
greater prosperity. As President Ronald Reagan once reminded his fellow citizens:
The winds and waters of commerce carry opportunities that help nations grow and
bring citizens of the world closer together. Put simply, increased trade spells more jobs,
higher earnings, better products, less inflation, and cooperation over confrontation. The
freer the flow of world trade, the stronger the tides for economic progress and peace
among nations.

Critics of U.S. trade agreements and of free trade generally assert that free trade
destroys jobs and lowers wages, but the facts show otherwise. Trade—like technology—
promotes economic restructuring, eliminating some jobs but creating many others in
fields such as transportation, wholesale, retail, construction, and finance. The dollars
that Americans save by importing products are spent and invested elsewhere in the
U.S. economy, creating new jobs.
Imports from America’s trading partners also give American consumers greater purchasing power, as free trade allows them to buy a wider variety of goods at lower prices.
Imports also benefit the domestic manufacturing sector because over half of U.S. imports consist of capital goods and intermediate products, such as steel for carmakers
and lumber for builders, which are the lifeblood of U.S. manufacturing.
Skeptics of free trade often tout the misleading concept of a “trade deficit,” which implies that dollars are being drained from the U.S. economy. However, once all financial
transactions, including foreign investment, are accounted for, this deficit vanishes.
While Americans sent $4.4 trillion abroad in 2014, they also received that much from
people and companies abroad that bought U.S. exports, invested in the U.S., paid U.S.
investors, or otherwise transferred money to the U.S.
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The biggest threat to U.S. prosperity comes from the decline in economic freedom in
the United States. In 2010, for the first time ever, the United States fell from the ranks
of the economically free in the Index of Economic Freedom, published annually by
The Heritage Foundation and The Wall Street Journal. This reduction in freedom has
been accompanied by economic stagnation, persistent unemployment, and lethargic
economic growth.
Fundamentally, free trade is about rejecting favoritism and expanding economic opportunity for all. What is needed is a return to the free trade policies that have created
economic dynamism, which engenders continual innovation and leads to better products, new markets, and greater investment.

RECOMMENDATIONS
Trans-Pacific Partnership (TPP). The proposed Trans-Pacific Partnership could be
a major step toward building a free trade area in the Asia–Pacific region if it increases
economic freedom for all Americans, both producers and consumers. A sound TPP
would reinforce American political leadership in the Asia–Pacific region and around
the world, demonstrating that the United States will continue to make the decisions
necessary to remain fully engaged in the global economy. A TPP agreement that reduces economic freedom and is over-burdened with regulatory processes or bureaucracy
would be detrimental to U.S. interests.
Transatlantic Trade and Investment Partnership (TTIP). Congress should
encourage negotiators to pursue a trade deal with the European Union that results in
a real free trade agreement, not a new cross-Atlantic regulatory regime. In addition
to reducing tariff and non-tariff trade barriers, negotiators should embrace mutual
recognition of each region’s standards. If a successful agreement is reached, it should
apply to EU member states both collectively and individually.
U.S. Tariff Cuts. Congress should permanently phase out all tariffs on inputs used by
U.S. producers. Imports such as steel for carmakers, wood for homebuilders, and sugar
for candy manufacturers help these U.S. industries produce affordable, high-quality
cars, homes, and food.
Because tariffs increase the cost of many inputs, they make it harder for U.S. companies to compete with foreign companies. In some cases, U.S. businesses have even been
forced to relocate to countries where tariffs on inputs are lower than they are in the
United States. U.S. trade policy should make it easier for companies to operate here,
not drive them out of the country.
Miscellaneous Tariff Bills (MTB). In the past, Congress has engaged in targeted,
short-term tariff cuts through “miscellaneous tariff bills.” Although tariff cuts are beneficial, this process is open to abuse because it requires companies that want a tariff
cut to ask their legislator to introduce a specific bill on their behalf. Miscellaneous
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FACTS AND FIGURES
ȖȖ

In the United States, trade volume topped $5
trillion in 2013, for the first time ever. Since
2002, U.S. trade in goods and services has
grown at a fast pace, increasing from 23
percent of gross domestic product (GDP) to 30
percent of GDP.

ȖȖ

A comparison of the countries that have
the best trade scores in the 2016 Index of
Economic Freedom with those that have
the worst scores demonstrates the importance of trade freedom. Countries with the
most trade freedom have higher per capita
incomes, less hunger in their populations, and
cleaner environments.

ȖȖ

Headlines with assertions like “U.S. Economy
Lost Nearly 700,000 Jobs Because of NAFTA”
and “Growing U.S. Trade Deficit with China
Cost 2.8 Million Jobs Between 2001 and 2010”
are not uncommon. In reality, however, the U.S.
economy has generated over 25 million net
new jobs since the North American Free Trade
Agreement (NAFTA) took effect in 1994 and
11 million net new jobs since China joined the
World Trade Organization in 2001.
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T

ransportation is vital to the nation’s economic health. Ease of movement in the air
and on highways, roads, rails, bridges, and waterways contributes to the productivity
of workers, manufacturers, and other businesses. Yet the current Washington-centric
approach hampers transportation investment with bureaucracy, mismanagement, and
resource misallocation. The inefficacy of federal management undermines the goals that
should be the basis of federal transportation policy: relieving congestion, improving mobility, and increasing safety in cost-effective ways. Instead, workers have received longer
commutes, growing congestion, and lackluster benefits for the federal gas taxes they pay.
Politicians often justify increased transportation spending with hollow promises of
job creation, economic growth, and idyllic dreams of achieving “livability.” The country’s allegedly “crumbling” infrastructure is invoked to justify stimulus and special-interest spending. As a result, spending out of the Highway Trust Fund (HTF) is diverted
to low-value programs unrelated to highways, diluting the fundamental “users pay,
users benefit” concept by shortchanging the motorists and truckers who pay gas taxes.
The question is not whether we should be investing in infrastructure, but how we can
do so most effectively. In order to achieve maximum efficiency and accountability, vital
infrastructure decisions should be made at the local and state level, free from federal
mandates. Local and state governments are more accountable to those who rely on
their infrastructure and know their transportation needs better than Washington.
Thus, they are in a better position to address these needs and, indeed, already independently enact policies to generate their own transportation funding. Congress and
the Administration should seek to empower states by limiting the role of the federal
government to concerns that are truly national in scope.

RECOMMENDATIONS
Remove Programs that Are Not Federal Priorities from the Highway Program.
As long as the federal government has a role in transportation policy, it should eliminate the HTF programs that are not federal in nature or fail to reduce congestion,
enhance mobility, or improve safety in cost-effective ways. Currently, more than 25
percent of HTF spending is diverted to programs that have little to do with the federal
highway program or national priorities. Programs that should be eliminated include:
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Mass Transit. Nearly one-fifth of trust fund spending is diverted to
inherently local transit projects that are rarely cost-effective, do not live
up to congestion reduction or environmental promises, and serve a small
subset of the population.

ȖȖ

Congestion Mitigation and Air Quality. Despite its name, this
program funds few projects that effectively reduce congestion, instead
focusing on transit and local trivia like bike-share programs.

ȖȖ

Transportation Alternatives Program. Possibly the worst offender,
this program siphons highway dollars to local projects such as sidewalks,
recreational trails, landscaping projects, and historical renovations.

ȖȖ

Funding for Other Non-Priorities. Further funding is directed to
various local or improper federal programs such as ferry boats, the
federal lands access programs, scenic byways, and education programs.
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ȖȖ

Reform the Federal Role in Transit Funding. Transit systems across the country
are plagued by unnecessarily high operating costs, paid for in part by subsidies that
remove incentives for transit agencies to cut costs and operate efficiently. Federal subsidies distort inherently local transit decisions made by state and local governments,
as those programs which Washington subsidizes are given priority over more imminent local needs that Congress does not favor. Without these costly federal subsidies,
local and state governments, not Washington, would better gauge the funding and
operating feasibility of transit systems. Congress should phase out the federal transit
program and its funding over a five-year period, thus refocusing the HTF on its core
mission and restoring the integrity of the “user pays, user benefits” model. Likewise,
lawmakers should eliminate discretionary competitive grants such as the “New Starts”
program, which provides perverse incentives for localities to build new, unnecessary
transit systems while maintenance of existing infrastructure is ignored.
Reform the National Environmental Policy Act (NEPA). Congress should reform the National Environmental Policy Act, which can lead to costly transportation
project delays, as a step toward ultimately rescinding the law. Instead of pursuing
wholesale reform, Congress has moved up deadlines for environmental review and
suggested imposing fines for stalled reviews. Reforms such as eliminating greenhouse
gas emissions analysis from the review process, narrowing the NEPA review to only
major environmental issues, and requiring NEPA to incorporate previous analyses
into similar projects would streamline the environmental review process and accelerate transportation and infrastructure projects, generating cost savings.
Identify and Appropriately Address Federal Barriers to the Use of Public-Private Partnership (PPP or P3) Agreements. When complete privatization is not
suitable, public-private partnerships are an option that can increase efficiency, lower
taxpayer risk, and spur private investment in infrastructure projects. Traditional
highway funding—collected through the federal gas tax—will be insufficient to pay for
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states’ future needs to expand capacity on roads and bridges. Instead of creating a new
federal transportation funding stream, Congress should identify and appropriately
remove federal barriers to expanded P3 use so that states that have removed their own
barriers can use these arrangements to finance capital-intensive projects. P3 successes include the high-occupancy toll lanes added on the Capital Beltway in the Washington, DC, metropolitan area and in the Dallas–Fort Worth area.
Limit Highway Trust Fund Spending to Available Revenue. The HTF perennially spends more than it receives in revenues, requiring constant bailouts from
the Treasury’s general fund. HTF spending is projected to total $50 billion–$65
billion annually, meaning a traditional six-year reauthorization bill would spend
about $340 billion, while the trust fund would collect only $250 billion. Lawmakers
consistently advocate increasing revenues, by such means, for example, as raising
the federal gas tax or taxing multinational corporations’ overseas earnings, to pay
for desired additional spending. Although the gas tax has lost some of its purchasing
power to inflation, a federal gas tax hike would perpetuate diversions of this revenue
to transit and other programs that are not federal priorities. Other revenue increases managed at the federal level would similarly maintain the structural problems
with the HTF. Instead of hiking taxes to fund new federal spending, Congress should
eliminate diversions out of the HTF to focus existing funding on the core mission of
the federal highway program.
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Reject the President’s Livability Initiative. Through the appropriations process,
Congress should defund the Obama Administration’s livability program, which is meant
to “coerce people out of their cars,” according to former Transportation Secretary Ray
LaHood. Livability programs are politically driven and mark federal government overreach into the lives of citizens. By restricting land use and forcing people into high-density living, so-called livability increases the cost of living in cities and metropolitan areas
and is used to justify higher spending on streetcars and other transit projects.

FACTS AND FIGURES
ȖȖ

Since 2008, chronic overspending out of the
HTF has required Congress to transfer $143
billion in bailouts from general revenues. This
disparity between spending and revenues
is only poised to get worse in the future, as
the Congressional Budget Office projects a
$178 billion cumulative deficit through 2025.
Despite myriad opportunities to address this
chronic overspending, none of the major
highway bills passed in Congress reduced
overspending or refocused it on the core
mission of the highway program. Indeed,
the latest authorization, the Fixing America’s
Surface Transportation Act (FAST), which was
passed in December 2015, exacerbated these
problems by proposing new programs and
billions in additional spending out of the HTF.

ȖȖ

Mass transit, which includes rail, buses, and
streetcars, is local in nature and concentrated
in just six “legacy” cities: Boston, Chicago, New
York, Philadelphia, San Francisco, and Washington. Although Mass Transit receives about
20 percent of HTF funding, only 5 percent of
workers rely on mass transit for their commute
and just 2 percent of personal trips are made
on mass transit. While supporters claim that
transit will relieve congestion, reduce carbon
emissions, and improve access to jobs for
lower-income citizens, most projects fail to
accomplish these goals and can even exacerbate existing problems. Indeed, transit has
not even been able to maintain its mode share
of urban travel, which has dropped by nearly
one-fifth between 1980 and 2012.

ȖȖ

Despite billions of dollars in annual spending,
traffic congestion has not improved. According
to the Texas Transportation Institute, U.S.
commuters traveling in peak periods spent
an additional 42 hours traveling annually,
compared to 18 hours annually in 1982.
Furthermore, congestion worsened in 95 of
the nation’s 100 largest metro areas between
2013 and 2014. Diversions of HTF dollars
to transit, transportation alternatives, and
other programs have come at the expense
of funding highway and bridge projects that
could relieve congestion and improve citizens’
access to jobs.

ȖȖ

States across the country are generating their
own funding for transportation without waiting
for the federal government to act. In 2015 alone,
26 states have sought to bolster their transportation revenues. For example, New Hampshire
approved a 4.2 cent per gallon gas tax increase
(the first in 23 years) while Mississippi voted to
raise $250 million in bond financing. Though
some of these changes mark tax increases
and some of the revenue will continue to fund
improper projects, these measures show that
states are capable of addressing their own
transportation funding and management
priorities without relying on costly federal
funding. Indeed, state and local funding makes
up three-quarters of public spending on
transportation infrastructure nationwide.
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Monetary Policy
THE ISSUE

M

onetary policy entails an attempt to control the money supply (the amount of
money in an economy) to achieve some predetermined economic outcome such
as controlling inflation. Rather than allowing private markets to figure out how much
money is needed, the U.S. relies on a central bank, the Federal Reserve, to determine
what the correct money supply should be. Since the 1930s, the Fed has enjoyed a monopoly on the type of money issued in the U.S. rather than allowing competing currencies. The Fed uses its monopoly to plan the monetary sector of the economy, but it
faces the same problems as any other central authority that tries to control economic
activity. In particular, it is impossible for any planner to gather all of the information
required to account for individual market participants’ wants, needs, and intentions,
and the central authority faces no economic repercussions when it makes mistakes.
The Fed regularly manipulates the money supply in an attempt to promote both stable
prices and high employment, but it is not accountable for failing to hit any specific
economic targets. At its own discretion, the Fed buys Treasury securities in the open
market to speed up the economy and sells them to slow down the economy. After six
consecutive years of the Fed’s aggressive expansionary monetary policy, policymakers
should start to question the effectiveness of this policy. These distortionary policies,
rather than expanding the economy, have harmed its long-term health.
By injecting so much money into the system through purchases of Treasury securities,
the Fed has helped keep short-term interest rates lower than they otherwise would be.
People who prefer traditionally safe investments, such as certificates of deposit (CDs),
have suffered because CD rates have been artificially suppressed. Similarly, low shortterm money market rates have almost surely caused some people to forgo saving and
others to choose higher-return investments.
To the extent that people decided against saving, choosing instead to spend more or
hold cash, future economic growth will be harmed because fewer funds will be available for investments in physical goods such as homes, factories, and buildings. To
the degree that individuals shifted savings into riskier investments, such as the stock
market, those assets have become priced higher than they otherwise would be (possibly leading to the next financial “bubble” that will burst). Allowing market participants
to respond on their own rather than imposing the Fed’s wishes would mitigate these
problems by not artificially distorting interest rates.
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Since the 2008 financial crisis, the Fed has also expanded its role in fiscal and regulatory policies. For instance, the Fed’s quantitative easing (QE) programs have purchased
trillions of dollars of mortgage-backed securities (MBS) and debt of the insolvent
government-sponsored enterprises Fannie Mae and Freddie Mac, a decision that
leaves taxpayers responsible for the assets that led to the financial crisis. Through the
Dodd–Frank bill, the Fed now has enormous regulatory power over even non-bank
financial firms. The Fed now has a large say in whether these firms are designated
for special “enhanced” regulations and also has the ability to apply specific rules and
regulations to the designated firms on a case-by-case basis, thus adding to uncertainty
in the private markets.

RECOMMENDATIONS
Start Selling Long-Term Government Bonds and GSE Obligations. The Fed continued its quantitative easing programs for far too long. In the short term, Congress
should require the Fed to announce a plan detailing how it will normalize its balance
sheet and get rid of the government-sponsored enterprise securities it bought.
Repeal Dodd–Frank. The 2010 Dodd–Frank Wall Street Reform and Consumer
Protection Act increased regulations on virtually every aspect of the financial sector
and even broadened the government’s reach into the non-bank sector. For instance,
Title I of Dodd–Frank empowers the Federal Reserve and the U.S. Treasury, through
the Financial Stability Oversight Council (FSOC), to determine which non-bank
financial companies fall under new bank-like regulations. Specifically, Title I requires
the Federal Reserve to regulate large banks more stringently than it did before the
financial crisis and to regulate the FSOC-designated non-bank financial companies as
if they were large banks. The central bank of the U.S. should not be involved in regulating banks, much less the non-banking sector of the economy; doing so only extends
the type of government bailouts that have left taxpayers responsible for saving failed
companies. Short of a full repeal of Dodd–Frank, Congress’s next best option would be
to repeal Title I of Dodd–Frank.
Review Fed Performance with a Formal Commission. Congress should review
the effectiveness of the Federal Reserve with a formal commission, such as the one
proposed by Representative Kevin Brady (R–TX) in the Centennial Monetary Commission Act of 2015 (H.R. 2912) or Senator John Cornyn’s (R–TX) S. 1786. Brady’s bill,
for example, would “establish a commission to examine the United States monetary
policy, evaluate alternative monetary regimes, and recommend a course for monetary
policy going forward.” The Fed will not be reformed easily, and a national commission much like the one that was required to start the Federal Reserve system in the
first place could be the best way for Congress to begin to improve America’s monetary policy.
Implement Rules-Based Policies. Congress should end the Fed’s discretionary
monetary policy and direct the central bank to implement rules-based policies that
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FACTS AND FIGURES
ȖȖ

Certificate of deposit rates dropped from just
under 5 percent at the end of 2007 to less
than 1 percent by 2009 and approximately 0.2
percent as of October 2015. As long as banks
have so much money (excess reserves) to use
for making new loans, they will not need to
offer high CD rates to attract more funds.

ȖȖ

One financial consulting firm estimates that
the Fed stands to lose between $200 billion
and $550 billion on these MBS in the next
three years, depending on how much (and
how soon) interest rates rise. A private bank
with this sort of balance sheet would likely
become insolvent as interest rates increased.

ȖȖ

The Federal Reserve has created more than
$2 trillion in excess reserves since the financial
crisis, whereas the highest month-ending
amount in the banking system between 1959
and 2007 was only $19 billion. Additionally,
the Fed now holds more than $3 trillion in
long-term Treasuries and mortgage-backed
securities that led to the financial crisis.

ȖȖ

The Fed’s post-crisis bond-buying programs
have given banks an additional $2 trillion in
excess reserves, which means they can create
up to $20 trillion in new money. When banks
find it more profitable to lend than hold these
excess reserves, they will have the power to
nearly double the amount of money in the
U.S. economy, greatly increasing the danger
of inflation.

SELECTED ADDITIONAL RESOURCES
Norbert J. Michel, “The Centennial Monetary Commission Act of 2013: A Second Look at the Fed and the 2008 Financial
Crisis,” Heritage Foundation Backgrounder No. 2926, July 1, 2014.
Norbert J. Michel, “Dodd–Frank’s Title XI Does Not End Federal Reserve Bailouts,” Heritage Foundation Backgrounder
No. 3060, September 29, 2015.
Norbert J. Michel, “The Fed at 100: A Primer on Monetary Policy,” Heritage Foundation Backgrounder No. 2876,
January 29, 2014.
Norbert J. Michel, “The Fed at 100: Why Do We Have a Central Bank?” Heritage Foundation, The Daily Signal,
December 19, 2013.
Norbert J. Michel, “Federal Reserve Performance: Have Business Cycles Really Been Tamed?” Heritage Foundation
Backgrounder No. 2965, October 24, 2014.
Norbert J. Michel, “Federal Reserve Performance: What Is the Fed’s Track Record on Inflation?” Heritage Foundation
Backgrounder No. 2968, October 27, 2014.

43

MONEY +
THE MARKET

move the U.S. toward a truly competitive monetary system. Currently, the Fed conducts its monetary policies as if inducing a bit more inflation will increase employment, despite economists’ consensus, in the words of Frederic S. Mishkin, that “there
is no long-run tradeoff between output (employment) and inflation” (Monetary Policy
Strategy, 2009). The most damaging aspect of what the Fed does to the economy is that
it conducts discretionary monetary policy devoid of any rules, thus distorting private markets.
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Financial Services
THE ISSUE

S

even years after the financial collapse of 2008, the policy failures that it revealed
still have not been resolved. The Dodd–Frank Wall Street Reform and Consumer
Protection Act, hurriedly enacted in 2010, does little to address these failures and in
many ways actually makes things worse. Many parts of the law, ranging from price
controls on debit cards to the creation of a new bureaucracy for consumer financial
“protection,” have little to do with the financial crisis. Even where the legislation addresses the relevant problem, it misses the mark.
No issue in financial policy is more critical or more vexing than “too big to fail”—the
concept that some firms are so important to the financial system that the government
must intervene with bailouts or other support rather than let them go through the
bankruptcy process. Instead of eliminating this doctrine, the Dodd–Frank Act reinforces it. A far better approach would be to establish bankruptcy provisions that would
minimize the impact on the economy should a critical private institution fail.
Perhaps Dodd–Frank’s greatest weakness is that it completely neglected to address
Fannie Mae and Freddie Mac, the two government-created mortgage finance giants
whose activities helped to create and exacerbate the 2008 financial crisis. Fannie Mae
and Freddie Mac issued trillions of dollars in mortgage-backed securities and, responding in part to congressionally mandated purchase requirements, speculated in
their own securities and those issued by others. Full recovery from the housing crisis
will not be possible until both Fannie Mae and Freddie Mac are phased out and replaced by a private-sector housing finance system.
In contrast to these regulatory overreaches, the 2012 Jumpstart Our Business Startups
(JOBS) Act reduced regulatory impediments to entrepreneurial capital formation.
It reduced the regulatory burden on most newly public companies for their first five
years as a public company. It allows private companies to use the Internet or newspapers to raise money from affluent investors and financial institutions. Effective June
2015, it expanded the ability of small issuers to raise up to $50 million in capital annually. And, it created a crowdfunding exemption, which will be effective in May 2016
now that the Securities and Exchange Commission (SEC) has issued final rules.
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RECOMMENDATIONS
Eliminate Too Big to Fail. The authors of Dodd–Frank claimed to have eliminated
the pernicious too-big-to-fail policy, but they actually may have strengthened it. The
law designates the largest banks as “systemically important financial institutions”
and requires regulators to designate other financial institutions that are systemically
important. Although the stated goal is to apply special regulation to these entities, the
practical effect is to signal that these firms will not be allowed to fail, which reinforces
rather than repeals too big to fail.
A far better approach would be to make it easier for large institutions to fail without
massive damage to the economy. Dodd–Frank, acknowledging this need, created an
“orderly liquidation” process to ensure speedy takedowns of failing firms. However,
the Dodd–Frank process is run by federal regulators and gives them almost unfettered
discretion to dispose of assets as they see fit—an invitation to cronyism. This procedure should be replaced by a streamlined liquidation process under the bankruptcy
laws that provide a judicial proceeding delimited by the rule of law.
Fully Repeal Dodd–Frank’s Title X. Title X of Dodd–Frank empowers the Consumer Financial Protection Bureau (CFPB) to regulate virtually every consumer financial
product and service without direct oversight by Congress or the White House. The
bureau is restructuring the mortgage market; devising restrictions on credit bureaus,
education loans, overdraft policies, payday lenders, credit card plans, and prepaid
cards; and amassing unverified complaints with which to assail creditors and bankers.
Ample evidence shows that the bureau’s operations represent a radical departure from
long-standing regulatory standards, and its inordinate control of consumer finance is
constraining credit and harming the economy.
Limit the Consumer Financial Protection Bureau (CFPB). The nation’s newest
agency ranks among the most powerful and unaccountable ever established. In the absence of full repeal of Title X, lawmakers should, at the very least, change the bureau’s
current automatic funding mechanism (currently set by law as a fixed percentage of
the Federal Reserve’s operating budget) and bring it under the appropriations process.
Further, the CFPB’s powers should be limited and explicitly defined.
Eliminate Fannie Mae and Freddie Mac. Fannie Mae and Freddie Mac, the government-sponsored mortgage giants, should be shut down completely and permanently.
Both entities distort the market by issuing mortgage-backed securities with subsidized government guarantees that the mortgages will be repaid. If such guarantees are
necessary, they should be priced and issued by the private sector. Congress should take
steps to liquidate Fannie and Freddie’s mortgage portfolio and to ensure that they are
not simply replaced by a new government-sponsored agency.
Reduce the Regulatory Impediments to Entrepreneurial Capital Formation.
Congress should remove regulatory impediments that limit entrepreneurs’ access to
the capital necessary to launch and grow new businesses. Congress should preserve
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FACTS AND FIGURES
ȖȖ

Dodd–Frank’s 2,300 pages call for 243
rulemakings and 67 reports by federal agencies, according to a report by the Davis–Polk
law firm, which regularly tracks the progress of
Dodd–Frank’s implementation.

ȖȖ

According to a report by Davis–Polk, as of
January 2, 2014, a total of 280 Dodd–Frank
deadlines had passed. Of these, 47 percent
have been missed.

ȖȖ

The Government Accountability Office released
a study in early July 2011 saying that U.S.
regulators do not yet know enough about
Wall Street’s proprietary trading to police
it effectively.
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the existing thresholds for private offerings and expand the ability of sophisticated
investors to invest in private offerings, as well as establish venture exchanges. Current law allows large public companies to raise capital without having to deal with 50
different expensive and time-consuming state registration and qualification requirements. Congress should allow smaller public companies and other smaller companies
with extensive federal disclosure requirements to also be free of this burden. Just
as importantly, Congress should replace the current complex and arbitrary federal
disclosure system with a reasonable, coherent, and scaled disclosure system that imposes increasing requirements as companies grow and have more shareholders with
more capital at risk. Finally, it is time to create a micro-offering exemption allowing
very small private companies to raise capital without having to comply with complex
SEC rules.
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Housing
THE ISSUE

T

he federal government has actively distorted housing markets for decades, particularly through the operations of Fannie Mae, Freddie Mac, and the Federal
Housing Administration (FHA). Proponents justified these government guarantees
and outright subsidies as a way to increase home ownership, claiming that the private
sector cannot provide a reliable source of financing.
These efforts to support the housing market have failed. Despite the large federal subsidies, the homeownership rate has not changed much over the past 40 or so years. At
the same time, the total burden of mortgage debt has increased dramatically. Although
they were not the sole cause of the economic meltdown of 2008, these policies helped
to inflate the housing bubble that burst that year, leaving homeowners underwater and
soaking U.S. taxpayers. Congress should curtail its harmful interference in this market
and let private institutions take the leading role in housing finance.

RECOMMENDATIONS
Close Fannie Mae and Freddie Mac. Congress should close down Fannie Mae
and Freddie Mac in the next five years by repealing the firms’ federal charters. Both
entities distort the market by issuing mortgage-backed securities with subsidized
government guarantees for investors. Such guarantees, if necessary, should be priced
and issued by the private sector. Congress should also take steps to ensure that a new
government-sponsored agency does not simply replace the companies. During the
process of shutting down Fannie and Freddie, Congress should liquidate their loan and
mortgage-backed security (MBS) portfolio as quickly as the market allows; prevent
further purchases of MBS; and increase the fee Fannie and Freddie charge for guaranteeing securities (g-fee) and reduce and/or freeze conforming loan limits. (If loan
limits are lowered, they should not be decreased as aggressively as g-fees are raised.)
Reduce the Role of the Federal Housing Administration. The FHA has deviated from its mission of providing support to homebuyers with sound underwriting
standards. The FHA should eliminate its current practice of supporting homeownership among high-income individuals and setting lending standards that undermine
sustainable homeownership for creditworthy low-income and moderate-income
and first-time homebuyers. Overall, the FHA has had minimal long-term impact on
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increasing homeownership in the U.S. Congress should act to decrease taxpayers’
exposure to the loans insured by the FHA. Lawmakers should reduce the FHA’s share
of the mortgage market by lowering its maximum loan limits and establishing proper
incentives with lenders. These reforms will allow Congress to eventually eliminate the
FHA’s role in providing taxpayer-backed guarantees in the mortgage market.
Eliminate Regulations and Limit the Consumer Financial Protection Bureau
(CFPB). Congress should eliminate regulations that make it more difficult for banks
to lend to people they deem to be good credit risks, and they should reduce regulations
that make it more difficult for people to develop new mortgage products that serve the
needs of customers. Dodd–Frank mortgage regulations should be repealed, especially
those promulgated by the CFPB, such as the “Ability to Repay” requirement. Congress should bar the CFPB (and other agencies engaged in regulating housing finance)
from utilizing “Disparate Impact” analysis for regulatory supervision or enforcement
actions. Disparate impact is the race-based measurement of outcomes that, absent
discriminatory intent, condemns the firm to penalty. For instance, a bank would be
judged on whether its pool of borrowers is sufficiently “diverse,” regardless of whether its policies are discriminatory. Additionally, secondary mortgage market reforms
should not provide regulatory relief as a reward for using one particular securitization
company versus another.
At the very least, lawmakers should change the CFPB’s current automatic funding
mechanism (currently set by law as a fixed percentage of the Federal Reserve’s operating budget) and bring it under the appropriations process. Further, the CFPB’s powers
should be limited and explicitly defined. These changes would provide incentives for
more private capital flows to the housing markets.
Fund Low-Income Housing Programs in a Transparent Manner. Any programs
to foster low-income housing should be funded in a transparent manner, using annually appropriated funds. In general, federal housing assistance programs should be
decentralized, and reforms of these programs should be linked to state and/or regional
land-use and planning deregulation. The U.S. does not have a national housing market
as much as it has local and regional housing markets that are heavily affected by regulations of their respective localities. Areas in the U.S. with more restrictive land-use
regulations, for example, tend to have significantly higher land (and home) costs.

FACTS AND FIGURES
ȖȖ
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Currently, taxpayers are responsible for
payments on more than $4 trillion in Fannie
Mae and Freddie Mac’s mortgages and mortgage-backed securities.

ȖȖ

In 1968, the U.S. homeownership rate stood
at 63.9 percent. The most recent data for 2015
show a homeownership rate of 63.4 percent,
5 percentage points below the artificially high
rate before the 2008 crash. Aside from 1998
to 2008, the rate has fluctuated between 62
percent and 65 percent.
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Mortgage debt as a percent of U.S. GDP
has increased from 30 percent in 1968 to 75
percent in 2015.

ȖȖ

The annual amounts now devoted to federal
support of housing are more than $200 billion
for homeownership and $60 billion for renting.

ȖȖ

Federal spending on means-tested programs
supporting housing is about $40 billion;
the number of people who receive these

benefits is about 5 million, and the average
spending per participant on these benefits is
about $8,000.
ȖȖ

Federal tax expenditures for rental housing
total over $12 billion. The low-income housing
tax credit (LIHTC) program and accelerated
depreciation are the two largest categories,
with each one costing between $5 billion and
$6 billion annually.
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policy is outdated and has not changed to keep up with modern farming
and ranching. The romantic notion of the struggling family farmer does not reflect 21st-century agriculture. Average farm household income has consistently been
greater than average U.S. household income. Based on the latest data (2014), average farm household income was an astonishing 74 percent greater than average U.S.
household income. Agricultural production comes primarily from a small number of
farms, most of which are large farms.
Congress has continued to ignore free-market principles by preserving an endless array
of subsidies that shift almost all risk from agricultural producers to taxpayers. Like
those in other businesses, farmers and ranchers can manage risk on their own. U.S. agricultural policy should reflect the same free-market principles that have promoted prosperity and freedom for this nation. Quite simply, a behemoth of outdated government
programs needs to be torn down. In addition, environmental regulation, trade barriers,
and infringements of property rights create unnecessary and costly obstacles for farmers and ranchers. Congress should create agricultural policy that benefits all Americans, from the farmers who produce the food to the consumers who purchase food.

RECOMMENDATIONS
Repeal the Agricultural Risk Coverage and Price Loss Coverage Programs. In
the 2014 farm bill, Congress eliminated the direct payment program that paid farmers regardless of need. However, Congress did not stop there. It added two major new
commodity programs: Agricultural Risk Coverage (ARC) and the Price Loss Coverage
(PLC) programs. On a crop-by-crop basis, farmers can participate either in the ARC
program or in the PLC program. The ARC program protects farmers from shallow
losses (i.e., minor losses), providing payments when their actual revenues fall below 86
percent of the expected revenues for their crops. The PLC program provides payments
to farmers when commodity prices fall below a fixed reference price established by
statute. These programs go far beyond providing a “safety net” for farmers. The ARC
program would provide protection against minor losses that could even be attributed to normal business risk. The PLC program had such high reference prices that
payments were effectively guaranteed for some commodities. Not surprisingly, these
programs are expected to cost even more than the direct payment program.
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Seek Private Solutions to Risk Management. The most expensive farm program
is crop insurance. The costs have skyrocketed. According to the Government Accountability Office (GAO), costs have averaged $3.8 billion annually in 2004–2008,
$8.5 billion annually in 2009–2014, and are projected to cost $8.9 billion annually
in 2015–2024. Taxpayers subsidize about 62 percent of the premiums that farmers
pay for this program. This excessive subsidy can distort decisions made by farmers
because they have too little personal economic risk, which discourages them from
implementing risk-management strategies on their own that could minimize loss.
Farmers and ranchers are more than capable of managing risk. Congress should start
moving toward a private risk-based management system to replace this massive government system.
Allow Sugar to Compete in a Free Market. The sugar program manipulates the
market to reduce supply and drive up prices. As would be expected, American sugar
prices are consistently higher than world prices, thereby hurting American consumers and workers in industries that use sugar to manufacture goods. Congress should
repeal the sugar program. Sugar should compete in a free market as other businesses
do without price guarantees, supply restrictions, import quotas, and other government intervention.
Respect Individual Dietary Choices. From Obamacare’s mandatory menu labeling
requirements to the Food and Drug Administration’s (FDA) de facto ban on artificial trans fat, federal government intrusion into the dietary choices of Americans is
growing. Underlying these mandates is the arrogant presumption that individuals
make misinformed choices and the government must therefore guide or even compel
the public to make the “right” choices. Congress should respect that most basic and
private aspect of our lives: eating. To this end, Congress should stop creating and funding new federal food labeling mandates and other requirements that presume Americans are incapable of making informed dietary choices. Further, Congress should
prohibit federal funding to state and local governments that would be used to impose
food bans.
Oppose the Mandatory Labeling of Genetically Engineered Food. From the
American Medical Association and the FDA to the World Health Organization, the
science overwhelmingly shows that genetically engineered food is just as safe as
non-genetically engineered food. Despite the science, however, there are attempts on
the state and federal level to mandate the labeling of genetically engineered food. Such
a mandate would hurt consumers. A government labeling mandate would misinform
consumers by giving them the impression that the government believes there is something wrong with genetically engineered food. This would be completely inconsistent
with sound science and the federal government’s own position. Further, companies
can already voluntarily label their products as being non-genetically engineered if
they choose to do so. Genetic engineering is a critical innovation that will help feed the
world and keep prices low. These misleading labeling requirements could undermine
its development.
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Separate Food Stamps from Agricultural Programs. For decades, Congress has
passed farm bills by combining food stamps with agricultural programs. This unholy
alliance has existed for political purposes alone to help push through legislation. The
presumption is that rural legislators will push for farm subsidies and urban legislators
will push for food stamps. Separation is the prerequisite for real reform of agricultural
policy because, like food stamps, agricultural policy needs to be addressed on its own
merits. Congress should consider food stamps and agriculture programs in two separate bills, and the programs should be authorized on staggered schedules so that there
is no potential for overlap in the future.

FACTS AND FIGURES
ȖȖ

Based on the latest data (2014), the average
farm household income was $131,754 compared to the average U.S. household income
of $75,738, an incredible 74 percent difference.
Over the 2010–2014 period, the percent
difference averaged about 48 percent.

ȖȖ

The farm debt-to-asset ratio is a key indicator
of the financial strength of farms. The USDA,
when determining whether a farm has a
favorable financial position, uses a debt-toasset ratio of no more than 40 percent. Over
the past 45 years, the ratio has not even come
close to 40 percent (not once even getting to
23 percent). In 2014, this ratio was 11.7 percent.

ȖȖ

The number of farms has decreased dramatically from a peak of 6.8 million in 1935 to
about 2.1 million in 2014 (the number of farms
has remained relatively constant since the
mid-1980s).

ȖȖ

Most farms are extremely small operations.
In 2014, 51 percent of farms had sales less
than $10,000.

ȖȖ

Almost all agricultural production comes from
a small number of large farms. In 2012, farms
with sales greater than $1 million accounted
for 66 percent of all agricultural sales. Farms
that had sales greater than $250,000 (about 12
percent of all farms) accounted for 89 percent
of all sales.
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Free Agricultural Trade from Intervention. American agricultural exports were
a record high $152.5 billion in fiscal year (FY) 2014. There are still significant opportunities for increasing exports and, as a result, to create jobs and promote economic
growth. Some of these opportunities are squandered when Congress subsidizes
agricultural industries, encouraging foreign countries to respond in kind and even
to retaliate if the U.S. is in violation of World Trade Organization rules. While other
countries may subsidize their industries or create trade barriers regardless of U.S.
actions, free trade will never be promoted by creating our own obstacles that also
hurt domestic consumers and industries. Congress should not develop agriculture
and trade policy in a vacuum, looking only at the impact on one industry, but instead should examine the entire economic picture. Congress should also proactively
encourage reductions in foreign trade barriers that block American products from
entering foreign markets.
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According to the 2006 United States Department of Commerce report, “Employment
Changes in U.S. Food Manufacturing: The
Impact of Sugar Prices,” “[f]or each one sugar

growing and harvesting job saved through
high U.S. sugar prices, nearly three confectionery manufacturing jobs are lost.”
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is in the midst of an energy boom because of the free market. Oil and
natural gas production on state and private lands is creating jobs, lowering energy
bills, and generating economic activity around the country. Such success emerged
from the private marketplace, not from any specific government policy to promote
these technologies and processes.
At the same time, government micromanagement of a significant and ever-growing
portion of the energy sector has driven this country in the opposite direction. Burdensome federal regulations have driven up energy costs and stifled new investment—all
while yielding little or nothing in the way of environmental benefit and proving counterproductive to technological advancement. Furthermore, the federal government
has slowed or blocked access to energy development on federal lands, and has wasted
billions of taxpayer dollars funneling money to politically preferred technologies. In
regard to nuclear energy, overbearing and dysfunctional policy in Washington has
essentially halted the industry’s promising future.
Politicians too often say that America needs a national energy policy and suggest a
strategy that assumes even more intervention in the energy sector. While reforms are
necessary, America’s energy policy should rely on market forces and the private sector’s
ability to innovate and meet new challenges to provide Americans with affordable energy. America’s energy policy needs to get Washington out of the way. Traditional supplies
can be delivered and new supplies can be created through the private sector rather than
through government-ordered mandates, regulations, and subsidies. It is important for
the U.S. to liberalize the global energy marketplace and ensure private-sector innovation. Congress should focus on reducing ineffective and economically harmful regulations, opening access, and eliminating energy subsidies for all sources of energy.

RECOMMENDATIONS
Stop Climate Change Regulations. The Environmental Protection Agency (EPA)
finalized its rule for regulating greenhouse gas (GHG) emissions (most notably carbon
dioxide) for newly constructed power plants. This rule would effectively eliminate the
construction of new coal-fired power plants. The EPA also finalized the “Clean Power
Plan” regulating GHG emissions from existing power plants. Rather than reliability,
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affordability, or safety, these regulations attempt to fundamentally reengineer the
electricity grid around a single criterion: greenhouse gas emissions. Along with a host
of other regulations imposed by the EPA, these regulations will force coal power plants
to close, driving up energy prices for American families and businesses and significantly reducing our ability to use an abundant natural resource. To make matters
worse, even if one accepts catastrophic climate change, though evidence would suggest
otherwise, the regulations will have no significant climate impact. Congress should
permanently prohibit any federal agency from regulating GHG emissions.
Eliminate Preferential Treatment for All Energy Sources and Technologies.
Energy subsidies waste taxpayer dollars, promote economic inefficiency, and create
technological stagnation. Subsidizing energy sources merely shifts labor and capital
away from economically viable projects and toward politically determined projects.
Further, subsidies increase the incentive to lobby for more subsidies, thus perpetuating technological mediocrity by removing the incentive to innovate, reduce costs, and
compete in the marketplace. Importantly, good ideas will succeed in the market. A
successful subsidized company simply means taxpayers are padding the bottom lines
of companies that can succeed without the handout from Washington.
Ending subsidies for all energy industries would compel companies to rely on innovation and efficiency, not American taxpayers, to remain competitive and thrive in the
free market. Congress should avoid new subsidies and remove existing subsidies for
all energy sources. Congress should also eliminate the Department of Energy (DOE)
spending of billions of “research” dollars on technologies to reduce carbon dioxide
emissions, including energy-efficient technologies, renewable energy sources, carbon capture and sequestration, clean coal technologies, nuclear energy, and alternative-energy vehicles. All of these energy sources and technologies are available today,
but they are not commercially viable, whether because of burdensome regulations or
simply because they are still prohibitively expensive. It is not the government’s role to
force these technologies into the marketplace, and Congress should remove all funding for DOE-funded commercial activities.
Open Access to Natural Resource Development and Require Lease Sales.
America is the only country that places a majority of its territorial waters off-limits to
energy production. Congress should open America’s coasts for offshore oil, gas, wind,
and other energy resource exploration and development. Further, Congress should
open federal lands that are not part of the national park system or congressionally
designated areas. Congress should also require the Secretary of the Interior to conduct
lease sales if a commercial interest exists to explore in those areas.
Devolve the Environmental Review and Permitting of All Energy Resource
Development Activities on Federal Lands to the States. States share the cost of
the maintenance of federal lands, whether by the liability of no management, the lost
opportunity of poor management, or the infrastructure needed to support development of resources. States have a proven record of successfully managing resources
and already have the regulatory structures in place to do so on federal lands within
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their boundaries as well. Further, state governments have proven more effective and
efficient in managing the oil and gas boom. Not only would new management multiply
benefits for all Americans, it would also encourage better care of the environment and
natural resources by putting them in the hands of people who have an immediate stake
in wise management. States are in the best position to promote economic growth and
protect the environment, which is why Congress should devolve the authority to state
regulators to manage energy production and resources in their respective states.

Lift Restrictions on Natural Gas Exports. The abundance of lower-priced domestic natural gas and oil has led producers to seek opportunities to export natural gas to
foreign markets where the price is much higher. Despite concerns from special interests that exports will raise prices domestically, the net economic gains from exports are
overwhelmingly positive. The problem is that the Department of Energy’s role in permit
authorization for natural gas exports is causing unnecessary delays. Congress should
remove the Department of Energy (DOE) from the export permitting process and lift
restrictions on natural gas recipient countries.
Reform the Arduous Permitting Process for New Nuclear Power Plants. Permitting new nuclear plants and new nuclear reactor technologies is becoming prohibitively complex and expensive. Although the U.S. Nuclear Regulatory Commission (NRC)
arguably plays an important role in maintaining U.S. nuclear plant safety, it should
operate in a way that allows the industry to move forward. To do this, the current fouryear permit schedule should be reduced by two years for new reactors to be built on or
adjacent to existing nuclear power plants. Second, the NRC should prepare to regulate
newly commercialized nuclear technologies that, absent a regulatory framework, are
now effectively prohibited from entering the marketplace.
Introduce Market Principles into Nuclear Waste Management. The federal
government’s inability to fulfill its legal obligations under the 1982 Nuclear Waste
Policy Act is a significant obstacle to building additional nuclear power plants. Now is
the time to break the impasse over managing the nation’s used nuclear fuel. Congress
should first ensure that the NRC finishes reviewing the DOE’s application to construct
a nuclear waste repository at Yucca Mountain, Nevada. In addition, the federal government’s responsibility for nuclear waste management should be transferred to waste
producers. This would allow waste producers to seek the most economically rational
methods to manage and dispose of nuclear waste. Private firms, operating under NRC
guidelines, would emerge to provide those services.
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Empower Families and Businesses to Drive Energy Efficiency by Eliminating
Government Mandates. Washington should realize that the economy does not need
government mandates, rebate programs, or spending initiatives to make businesses
and homeowners more energy efficient. Consumers will make those choices by themselves, and the government should not override their choices by nudging them toward
the government’s preferred outcome. Ultimately, Congress should eliminate existing
efficiency mandates or restructure them as voluntary standards under which businesses and consumers can choose their level of participation
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End Renewable Energy Mandates in the Department of Defense. In particular,
under Section 2911(e) of Title 10 of the U.S. Code, the Defense Department is obligated
to generate 25 percent of its electricity using renewable sources by 2025. This mandate is forcing the Pentagon to expend increasingly scarce resources on renewable
energy rather than on military capability. Congress should end it immediately. Such
mandates undermine the incentive for renewable energy producers to develop competitively priced products, thereby actually impeding the availability of alternatives
to carbon-based fuels. Forcing the military to purchase more expensive alternatives
leaves fewer resources for training, modernization, and recapitalization, resulting in a
less capable military. The federal government should ensure that energy programs for
defense applications prioritize national security requirements over political interests.
The Pentagon should pursue alternative energy sources (or any energy source) only if
they increase capabilities or reduce costs without sacrificing performance.
Sell Off the Strategic Petroleum Reserve. The Strategic Petroleum Reserve (SPR)
holds nearly 700 million barrels of crude oil to respond to supply shocks. However,
the SPR has served more successfully as a political tool to boost public support of an
Administration rather than as a mechanism to balance supply and demand. Selling off
the SPR would not create a perception that the U.S. is without oil reserves, as America holds an abundance of privately controlled inventory and has abundant reserves.
America is awash in natural resources and holds more crude and petroleum products
in private stocks than it does in government-controlled inventory and can ramp up
production much more quickly than in the past.
Repeal the Renewable Fuel Standard (RFS). The U.S. is halfway through the
mandate to use 36 billion gallons of ethanol by 2022. This unworkable policy has been
disastrous, and tinkering around the edges will not rescue it. Moreover, the federal
government should not be mandating what type of fuel drivers use in the first place.
Instead of attempting to reform the RFS or continually calling on the EPA to waive the
mandates, Congress should repeal the RFS to protect American families from artificially higher food and energy prices and eliminate unfair subsidies that go to a small
set of special interests that benefit from the mandate.
Allow the Free Market to Ensure an Effective Energy Infrastructure and Distribution System. Government at all levels—federal, state, and local—should remove
unwarranted obstacles to the energy distribution system. Efficiency in electrical grids,
oil and gas pipelines, and vehicle distribution systems will help keep American energy available and affordable. This should include approving the Keystone XL pipeline
project, which is environmentally responsible, will not contribute to global warming,
will increase the supply of oil to America’s refineries, and will provide much needed
energy infrastructure.
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FACTS AND FIGURES
Three decades ago, proven world oil reserves
were 645 billion barrels; at the end of 2014, it
was 1.65 trillion barrels. Despite constant cries
that it is running out of oil, the world continues
to use more oil, and innovative technologies
have allowed increased discoveries globally.
Sound policies will help the U.S. to recover our
own oil.

ȖȖ

Fracking has increased U.S. natural gas
reserves by 78 percent from 2004–2014, and
the Energy Information Administration (EIA)
expects this trend to continue. Job creation
in the oil and gas industry bucked the slow
economic recovery and grew by 40 percent
from 2007 to 2012, in comparison to 1 percent
in the private sector over the same period.

ȖȖ

Direct federal financial subsidies for the energy
sector cost Americans over $16 billion in fiscal
year 2013. In past years, federal dollars have
been used by both parties to fund politically
favored energy projects.

ȖȖ

The average application process for a permit
to drill on federal lands was 227 days in 2014,
compared to the average 30 days it takes state
governments to do the same. In 1988, the
Bureau of Land Management, which oversees
248 million acres of federal land and 700 million acres of underground mineral resources,
leased 12.2 million acres; only one-tenth of that
was made available in 2014.

ȖȖ

The U.S. generates almost 20 percent of its
electricity (and 70 percent of its emissions-free
electricity) from 99 nuclear power plants.
Further, reactors routinely exceed a capacity
factor of 90 percent, meaning the average
plant spends only 10 percent of the year
not producing electricity. With no injuries or
deaths, U.S. commercial nuclear energy is
some of the safest produced. Yet due to an
onerous regulatory burden and the federal
government’s failed strategy to manage
nuclear waste, no new plants have been
permitted in over three decades.
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environment has improved dramatically in the four decades since the
adoption of the Clean Air Act, the Clean Water Act, and other foundational environmental statutes. However, there could have been even greater improvement at far less
cost—both economic and social—had lawmakers forgone centralized government control
in favor of the transformative powers of market incentives and private property rights.
In many respects, the need for reform has never been greater. The nation’s primary
environmental statutes are woefully outdated, and do not reflect current conditions.
The White House, Congress, and federal agencies routinely ignore regulatory costs,
exaggerate benefits, and breach legislative and constitutional boundaries. They also
increasingly dictate lifestyle choices instead of focusing on public health and safety.
Forty years of command-and-control regimes have led to massive, ineffective, and
unaccountable bureaucracies. A major part of the problem is the centralization of
regulatory power in Washington. Federal agencies set regulatory standards for a multitude of pollutants across numerous industrial sectors. But Washington bureaucrats
hardly possess sufficient information and expertise to impose controls on hundreds, if
not thousands, of dissimilar locations across the 50 states.
Too often, agencies fail to properly perform scientific analyses before imposing rules,
and many of the analyses that are conducted are biased toward regulation. Regulators selectively pick findings from the academic literature to justify their actions and
ignore evidence that contradicts their agenda. They also operate under the misguided
notion that natural resources are finite and fragile, ignoring the resiliency of natural
resources and, even more important, the ingenuity of human resources.
A far better approach is rooted in principles and fundamentals of good governance:
Market incentives are more effective than government diktats; sound science fosters
sound policy; and, most important, citizens are far better stewards of the environment
than the government will ever be. The Heritage Foundation has proposed the “American Conservation Ethic” as the road map to restore efficacy, accountability, and rationality to environmental stewardship. This Ethic holds that if a policy is not good for
people, it is not good for the environment. Further, it maintains that the best stewards
of the environment are the people closest to a resource—those who stand to gain or
lose the most from stewardship decisions—and not distant bureaucracies.
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The responsibilities and rewards of environmental stewardship belong with property
owners and individual states, which are more knowledgeable than federal bureaucrats
about local conditions. When environmental policy properly accounts for private
property rights, economic incentives will drive stewardship.
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RECOMMENDATIONS
Shift Responsibility for Environmental Regulation from the Federal Government to the States and the Private Sector. States are better equipped to customize
policies for local conditions, and land owners have greater incentives than the government to protect private property. Both groups can act regionally when there are
cross-border components to environmental issues. A less centralized regime would
also mean more direct accountability—taxpayers would have an easier time identifying the officials responsible for environmental policies, and the people making those
regulatory decisions would have to live with the consequences. Property owners would
also be held accountable through common law.
Limit Congressional Delegation of Regulatory Authority. Congress routinely
enacts vague environmental statutes, and leaves the regulatory details to unelected
bureaucrats. This system invites political manipulation and gross inefficiency because there is little accountability for incompetence or error. Congress, not regulators, should make the laws and be accountable to the American people for the results.
Therefore, no major environmental regulation should be allowed to take effect until
Congress explicitly approves it.
Codify Stricter Information Quality Standards for Rulemaking to Justify Regulation. Federal agencies too often mask politically driven regulations as scientifically
based imperatives. In such cases, agencies fail to properly perform scientific and economic analyses or selectively pick findings from the academic literature to justify their
actions and ignore evidence that contradicts their agenda. Strict information quality
standards for rulemaking should be imposed, along with oversight to ensure that the
standards are met. Compliance with such standards ought to be subject to judicial
review, and noncompliance ought to be deemed “arbitrary and capricious.”
Establish a Sunset Date for Environmental Regulations. To help ensure that
obsolete and ineffective rules are taken off the books, sunset dates should be set for all
major environmental regulations. After this sunset date, rules should expire automatically if not explicitly reaffirmed by the relevant agency through the rulemaking
process. As with any such regulatory decision, this reaffirmation would be subject to
review by the courts. Such sunset clauses already exist for some new regulations. They
should be the rule, not the exception.
Remedy the “Sue and Settle” Problem. Environmental groups routinely sue federal
agencies to compel regulatory action. Agency officials are often complicit in these cases
because settlements have limited the public from participating in the rulemaking
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process—thereby allowing the agency to regulate as it prefers. Once a lawsuit is filed,
the agency and the advocacy group typically settle behind closed doors. This deceit can
be eliminated by requiring agencies to submit proposed settlements to a public notice-and-comment process before any settlement has been filed with a court. Making
it easier for third parties to intervene in such cases would also go a long way toward
ending this abuse of the judicial system. Further, settlements should not be allowed to
dictate substantive provisions of a rule.

Define the Waters Covered Under the Clean Water Act (CWA). The Clean Water
Act prohibits the discharge of a pollutant into “navigable waters” without a federal
permit. It further clarifies that “navigable waters” include “the waters of the United
States, including the territorial seas.” The Environmental Protection Agency (EPA)
and the Army Corps of Engineers continue to expand their regulatory reach by broadly
defining “waters of the United States” to include non-navigable waters, such as wetlands. Congress, not agencies or the courts, should define what waters are covered under the CWA, recognizing the important role states play in regulating lakes, rivers and
streams. This definition should be narrow in scope and it should clarify that waters
with a continuous flow are not included, nor should waters that are isolated, non-navigable, or intrastate in nature.
Prohibit the EPA and Other Agencies from Regulating Carbon Dioxide (CO2).
When the Clean Air Act (CAA) was passed, Congress never intended or envisioned that
CO2, an invisible and odorless gas required for life, would be covered under the law.
The potential economic implications of CO2 regulation are staggering, and its effect on
everyday life could be unprecedented without offering any measurable environmental
benefit. For these reasons, Congress, and not the EPA or any other federal agencies,
should decide whether carbon dioxide should be regulated or considered in environmental permit reviews. Congress should expressly prohibit the regulation of CO2 and
other greenhouse gases, deny funding of agency efforts to reduce greenhouse gases,
and repeal any agency actions to date that serve either directly or indirectly to develop
CO2 regulations, such as the EPA’s “endangerment finding.”
Change the Process for Developing the National Ambient Air Quality Standards (NAAQS). The EPA has set NAAQS for six principal pollutants referred to as
criteria pollutants. These pollutants include carbon monoxide, lead, nitrogen dioxide,
ozone, particulate matter, and sulfur dioxide. Under the CAA, the EPA is required to
review the standards every five years and make changes, if necessary, disregarding
costs in the development of the standards. New standards are becoming extremely
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Compensate Citizens for Regulatory “Takings.” The benefits of environmental
improvements are enjoyed by the public, but the regulatory costs are routinely imposed on individuals. This leaves regulatory agencies to act without any consideration
of the costs of regulation. Whenever the use of private property is prohibited, property
owners should be compensated for the lost value. In the event that compensatory
funding is exhausted, further regulatory takings should be prohibited. This would
encourage agencies to prioritize various conservation efforts.
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expensive to meet, especially since existing standards are already so stringent. Congress should repeal the mandatory review process. Congress, not the EPA, should
make any decision to tighten standards, given the scope of their impact and the magnitude of success that has already been achieved in air quality.
Reform the National Environmental Policy Act (NEPA) Process. In 1969, Congress passed a procedural law that required federal agencies to assess the potential
environmental impacts of their actions, including permitting decisions. The law
has morphed into a barrier for economic growth by creating costly and unnecessary
delays for major projects. The average NEPA process takes from three to six years but
in some cases has stretched to well over a decade, in part due to litigation. Congress
should limit the time during which parties can bring lawsuits to no more than 180
days. (Currently, parties can bring cases for up to six years.) Deadlines should exist
for agency decisions at every procedural step. There should be one lead agency on
projects, and the agencies involved should review issues concurrentlyy. Further, only
major environmental issues not already addressed by other laws should be reviewed.

FACTS AND FIGURES
ȖȖ

From 2009–2015, the EPA issued 3,243 regulations. Thirty-three were “major regulations,”
which means they carry compliance costs
that exceed $100 million annually—at the very
least. The actual burden would exceed $100
billion if the agency quantified the costs of all
major rules, as required by law. It is time for
Congress to rein in this excessive rulemaking.

ȖȖ

The federal government owns and controls 640
million acres of land in the United States, an
area larger than California and Mexico combined. This includes large portions of the western United States: The federal government owns
approximately 81 percent of Nevada, 66 percent
of Utah, 61 percent of Alaska and Idaho, and 53
percent of Oregon. Much of this land could be
put to more productive use such as ranching,
mining, or forestry through private ownership.

ȖȖ

The state of the nation’s air has improved significantly and continues to get much better, yet
the EPA continues to make air quality standards
far more stringent. The six criteria pollutants
targeted in the Clean Air Act have fallen
significantly during the past three decades: fine
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particulate matter by 35 percent, ozone by 33
percent, nitrogen dioxide by 57 percent, carbon
monoxide by 85 percent, sulfur dioxide by 80
percent, and lead by 98 percent—all while the
economy and population have grown.
ȖȖ

Although carbon dioxide emissions have
increased, in large part due to the high demand
for electricity in developing nations and Asia,
global temperatures have plateaued for the
past 18 years. Even if the U.S. completely
implemented the Clean Power Plan, global
temperatures would drop by just 0.02 degree
Celsius by the year 2100 according to models
created in part by the EPA. Further, even if one
were to assume that man-made CO2 emissions
increase temperatures, it does not follow that
the policy proposals pushed by global warming
alarmists to curb CO2 emissions should be
adopted. Proposals such as cap and trade and
carbon taxes are all costs and no benefits.
These proposals would intentionally drive up
costs throughout the economy, particularly in
the energy sector, a primary driver of economic
growth, all the while having no measurable
impact on global temperature.
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Internet Freedom
THE ISSUE
ver the past 20 years, the world has been changed immeasurably by the advent of
the Internet and other communications technologies. These breathtaking advances have not only expanded the economy, but also improved the quality of life for
billions of people around the globe. For the first time in world history, information is
available to individuals at literally the touch of a finger, letting them stay in contact
with friends and family, giving them access to goods and services from around the
globe, and enabling them to participate in civic debates.
This revolution in human affairs is a free-market success story. Though early technologies were developed as a Defense Department research project, the Internet long ago
shed its government links and has thrived as a largely unregulated network of networks, harnessing the energy and creativity of countless private individuals and firms.
No central authority dictates what services are provided on the Web, what technologies are used, or what content will be available. The result is an innovative and competitive cornucopia of offerings and a network that is still expanding.
This Internet freedom, however, is threatened. State and local politicians want more
revenue from e-commerce, regulators want to mandate “neutrality” among Internet
traffic flows, and foreign governments are seeking control of Web content and governance. Members of Congress and other U.S. policymakers must defend the Internet
from such intrusions, allowing it and its users to enjoy the freedom that has made it
so successful.

RECOMMENDATIONS
End FCC Regulation of the Internet. In a February 2015 decision, the Federal Communications Commission (FCC) imposed far-reaching regulations on U.S. Internet
service providers. Reversing a 20-year bipartisan consensus in favor of “light-touch”
regulation of Internet service providers (ISPs), the agency declared these providers to
be common carriers—or public utilities—subjecting them to a host of mandates and
prohibitions under the 1934 Communications Act. Foremost among these is a mandate that providers treat all information being delivered over their network identically. This means ISPs could not offer discount or premium pricing plans to firms
providing Web content. Going even farther, the FCC adopted a “general conduct” rule,
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by which it has the power to ban any other practices that would “disadvantage” companies offering conduct. This new power is so broad and ambiguous that virtually no
activity is safe from potential FCC constraints. Policymakers should reject any efforts
to restore these harmful new rules.
Block Sales Taxation of Out-of-State Internet Sales. Several bills pending in Congress would allow state governments to force retailers in other states to collect their
sales taxes. Intended to equalize the tax burdens between so-called brick-and-mortar retailers and their online counterparts, the proposals would actually create new
disparities and impose new burdens as sellers struggled to deal with the tax laws of
some 10,000 jurisdictions and 46 state tax authorities. The proposal also would violate
principles of federalism, making sellers subject to the laws of states with which they
have no connection. Policymakers should reject these dangerous proposals.
Keep ICANN Accountable to Stakeholders, Not Foreign Governments. The
Internet Corporation for Assigned Names and Numbers (ICANN) is a private corporation founded by the U.S. government to manage the “address book” of the Internet.
This includes such tasks as deciding on which top-level domain names such as .com
and .org should be used, and managing routine updates to the underlying Internet
software, or “root.” Since its creation, ICANN has operated under a contract with the
U.S. Department of Commerce. Oversight by Commerce has served to protect ICANN
from foreign governments, some of which would like to use ICANN to further their
own interests. to influence ICANN to advance their preferred policies. In March 2014,
Commerce announced its intention to end that contract and to make ICANN independent. Before any such change takes place, however, institutional reforms need to be in
place to ensure that ICANN is accountable to its users, not governments.
Enforce Intellectual Property Rights Without Undue Regulation. Websites
selling counterfeit goods, including tangible items such as branded clothing, pharmaceuticals, and digital goods like Hollywood movies, have proliferated on the Internet.
Such activity is a form of theft, and the federal government has a legitimate role in
preventing it, but broad-brush efforts to combat piracy can have unintended consequences, such as impeding the growth of technology, weakening Internet security, and
weakening free speech rights. Policymakers should consider the consequences of and
alternatives to any anti-piracy regulations very carefully before moving forward. The
protection of intellectual property should not be used as an excuse for harmful government regulation of Internet content.

FACTS AND FIGURES
ȖȖ
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Broadband is one of the biggest areas of
investment in the U.S. economy, with $78
billion in private capital invested in 2014 by
ISPs into their networks.

ȖȖ

In 2000, the portion of U.S. households with
a home connection to broadband was 3
percent. By 2013, that number had jumped to
70 percent.
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Historically, the processing power of computers has doubled every 18 to 24 months, shorter
than the time it can take to write and implement a major regulation.
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Regulations
THE ISSUE
udget battles dominate the headlines, and understandably so, given the record
deficits in recent years and unsustainable levels of U.S. debt. Equally significant,
however, is the ever-growing cost of the regulations that have overtaken every facet of
Americans’ lives. In the seven years of the Obama Administration, new major regulations increased regulatory costs by more than $100 billion a year. Beyond these direct
costs, these excessive rules hinder job creation and innovation while undermining
Americans’ fundamental freedoms.
Many people regard regulatory costs as primarily a business problem. But, the costs of
excessive regulation inevitably are paid by consumers in the form of higher prices and
fewer product choices. Virtually every product and service—from toilets and television
sets to health care and the Internet—costs significantly more because of the government’s expansive compendium of dos and don’ts. The regulatory excesses have also
swelled the ranks of bureaucrats and the federal budget.
Regulatory excess cannot be blamed on just this Administration (although the rate of
expansion during President Obama’s tenure appears to be unequaled). Congress ultimately authorizes regulations either through specific statutory mandates or through
broad grants of authority to agencies. Reform of the regulatory process is critically
needed, including steps to make lawmakers more accountable for the rules that are
imposed. Without decisive action, the costs of red tape will continue to grow, undermining investment, innovation, economic growth, and job creation.

RECOMMENDATIONS
Require Congressional Approval of New Major Regulations Promulgated by
Agencies. Typically, agencies are given broad mandates that allow them discretion
in determining what to regulate and how to do so. But under the Constitution, Congress, and not regulators, should make the laws and be accountable to the American
people for the results. Requiring Congress to approve new major rules, as provided
in the proposed Regulations from the Executive in Need of Scrutiny (REINS) Act,
would help to ensure a congressional check on regulators as well as accountability of
Congress itself.
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12 Policy Mistakes Cost the Average Household $4,440 per Year

FEDERAL

Vehicle CAFE standards (2009–2016 change)
Ethanol mandate
Corporate tax complexity and compliance costs
Crude oil export restriction
Sugar program
Milk Marketing Orders
Cement production regulation

$55
$31
$28
$28
$3.6
$3.6
$1.7

$448
$255
$230
$227
$29
$29
$14

STATE

Occupational licensure
Auto dealership monopolies
Renewable energy mandates
Medical tort reform

$127
$35
$13
$10

$1,033
$288
$108
$82

LOCAL

REGULATORY
OVERREACH

Policy

National
Costs
(billions) Per Household Costs

Land-use regulation

$209

$1,700

Total

$546

$4,440

Source: Heritage Foundation calculations.

Develop a Congressional Regulatory Analysis Capability. In order to exercise its
duties responsibly, Congress should improve its capability to analyze proposed and existing rules without relying on the Office of Management and Budget or the regulatory
agencies. This could be done through an existing legislative branch institution, such
as the Congressional Budget Office or the Government Accountability Office. Such a
capability would also help Congress to better evaluate the regulatory consequences of
legislation. This need not require any net increase in staff or in budget, but could easily
be paid for through reductions in existing regulatory agency funding.
Establish a Sunset Date for Federal Regulations. Every new regulation promulgated by executive branch agencies undergoes review, but there is no similar process
for reviewing regulations already on the books. Old regulations tend to be left in place
even when they are no longer useful, which can be particularly harmful when, as now,
there is a flood of new and untested regulations. To ensure that substantive reviews
occur, regulations should automatically expire if they are not explicitly reaffirmed
by the relevant agency through a notice and comment rulemaking. As with any such
regulatory decision, this reaffirmation would be subject to review by the courts. Sunset
clauses already exist for some new regulations. Congress should make them the rule,
not the exception.
Subject “Independent” Agencies to Executive Branch Regulatory Review. Increasingly, rulemaking is being done by so-called independent agencies outside direct
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control of the executive branch. Regulations from agencies such as the Federal Communications Commission and Consumer Financial Protection Bureau are not subject
to review by the Office of Management and Budget or even required to undergo cost–
benefit analyses. This is a serious gap in the regulatory process. These agencies should
be fully subject to the safeguards applied to executive branch agencies.

FACTS AND FIGURES
According to reports by regulatory agencies,
new major rules imposed more than $100
billion in new annual regulatory burdens from
2009 through 2015.

ȖȖ

The most expansive regulatory statutes include
the Dodd–Frank financial regulation statute,
which requires some 400 rulemakings by 11
different agencies; Obamacare, with a similar
level of new government powers; and the
Clean Power Plan, which puts the Environmental Protection Agency in charge of the nation’s
energy supply.

ȖȖ

The torrent of new regulation will not end any
time soon. The regulatory pipeline is full of
proposed rules. The fall 2015 Unified Agenda—a semiannual compendium of planned
regulatory actions by agencies—lists 2,142
rules (proposed and final) under preparation.
Of these, 144 are classified as “economically
significant”—nearly three times the 56 such
rules in process identified in 2001.

SELECTED ADDITIONAL RESOURCES
James L. Gattuso, “Reforming Regulation: Some Sensible Steps,” Heritage Foundation Issue Brief No. 3677, July 25, 2012.
James L. Gattuso and Diane Katz, “Red Tape Rising: Six Years of Escalating Regulation Under Obama,” Heritage Foundation
Backgrounder No. 3015, May 11, 2015.
Diane Katz and James L. Gattuso, “Ten Worst Regulations of 2012,” Heritage Foundation Commentary, January 5, 2015.
Norbert Michel, “Five Years of Dodd-Frank: ‘Too Big To Fail’ Still Unresolved,” Forbes, July 14, 2015.

77

REGULATORY
OVERREACH

ȖȖ



CULTURE + SOCIETY



Education
THE ISSUE

A

America’s unimpressive educational position exists despite massive growth in federal
intervention in education over the past half-century. Per pupil federal expenditures
on education have nearly tripled in real terms, reflecting the dozens of federal education programs that exist today. The Elementary and Secondary Education Act of
1965 (ESEA), last reauthorized in 2015 as the Every Student Achieves Act (ESSA), is
a continuation of 50 years of growing federal intervention in education. As the eighth
reauthorization of the ESEA, ESSA continued to authorize numerous federal programs and high levels of spending, maintaining federal intervention at the expense of
state and local control.
Reading proficiency rates among 17-year-old students—for the most part high school
seniors—have remained unchanged since the early 1970s, actually declining one
point on a 500-point scale since 1971. Achievement in mathematics has similarly seen
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mericans

enjoy—and have even come to expect—customization in nearly every
aspect of our lives. From our music to our mochas; from transportation to television, we expect personalized services. We also expect goods and services to become
better and more affordable as the years go by. Yet in K–12 education, the expectation
is exactly reversed: because many states still operate school systems on a residential
assignment model, most parents expect that their children will be required to attend
the brick-and-mortar school closest to where they live. That assumption often drives
decisions about where a family will purchase a home—a “school choice” option for
those who can afford it. Although 59 school choice programs operate in 28 states
and the District of Columbia—representing tremendous progress on the advancement of school choice over the past decade—nearly 90 percent of children attend
public schools, many of which were assigned to them based on their zip code. While
some neighborhood schools are excellent, every child should have a choice in which
school they attend. The current absence of options for most families—and the inability to “vote with their feet”—has left public schools in the privileged position of the
near-monopolist; they receive a steady stream of students and dollars regardless of
how well or poorly they perform, creating little incentive for innovation and improvement. When it comes to something as important as their children’s education, parents
must check their expectations for choice and customization at the schoolhouse door.
That lack of choice is a critical piece of the puzzle that is American K–12 educational
underperformance, as is overly prescriptive federal interference in local schools.


Solutions 2016

stagnant performance. Moreover, achievement gaps between low-income students
and their more affluent peers still persist, as do gaps between white and minority children. Graduation rates for disadvantaged children have not improved. These lackluster academic outcomes mean that millions of children pass through America’s schools
without receiving a quality education that prepares them to succeed in life, compete in
the increasingly competitive global economy, and maintain the blessings and responsibilities of a free society.
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In 2016, taxpayers will spend on average roughly $156,000 per child from the time he
enters kindergarten until the time he finishes high school. Families should have greater control of this investment. Giving families the power to choose safe and effective
schools for their children and to direct their dollars to education options matched to
their children’s unique learning needs will encourage innovation and improvement.
Most importantly, it will ensure children can find an education that works for them, so
that they can reach their fullest potential. It is time to move educational control out of
Washington, DC, and back to families and local communities.

RECOMMENDATIONS (FEDERAL POLICY)
Allow States to Opt Out of the Programs Under the Elementary and Secondary Education Act and Restore Decision-Making Authority to State and Local
Leaders. Instead of improving educational outcomes for children, the nation’s largest
K–12 education law has resulted in federal regulations that bind the hands of state and
local school leaders. The law has grown state-level bureaucracy, increased costs for local school districts, and accelerated federal education spending. While little improvement has originated from Washington, many states have demonstrated that they can
move the needle on educational achievement. Federal policymakers should work to
ensure that states are free to pursue education reforms that are in the best interests of
local children by limiting bureaucratic red tape and empowering state and local leaders to prioritize how they spend education dollars. Specifically, policymakers should
allow states to opt out of the Every Student Achieves Act entirely through proposals
like the Academic Partnerships Lead Us to Success (A-PLUS) Act and use education
dollars in a way that best meets the needs of local students.
Reduce the Size and Scope of the Department of Education by Eliminating
Ineffective and Duplicative Programs and Consolidating Other Programs.
Policymakers should give states immediate relief from the Every Student Achieves
Act by allowing them to opt out of the law entirely. At the same time, federal policymakers should work to streamline the underlying law by eliminating duplicative and
ineffective programs. In all, the Department of Education operates more than 100
competitive and formula grant programs. To restore good constitutional governance
in education, Congress should consolidate or eliminate the vast majority of programs
operated by the department, beginning with those that are duplicative and ineffective,
on the way to removing federal intervention in education in deference to states, local
leaders, and parents.
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Prevent Any New Federal Funding of National Standards and Assessments.
Over the past six years, the Obama Administration has used a combination of carrots
and sticks to prod states to adopt the Common Core State Standards Initiative (CCSSI). The CCSSI is an effort to establish national education standards and tests to define
what every child in public schools across the country will learn. The effort to nationalize standards and tests represents one of the most significant federal overreaches
into education in history and poses a grave threat to educational freedom in America’s
schools. Federal policymakers should work to prevent any additional federal funding from being appropriated either to further fund Common Core or to nationalize
standards and assessments in schools across the country. At the same time, federal
policymakers who want to preserve educational liberty should lend as much rhetorical
support as possible to the principle that education is rightly the domain of parents and
teachers and that decisions about what is taught in the classroom should be made at
the local level, not by the distant federal Department of Education.

Recognize that Parents and Private Preschool Providers Should be the First
and Second Options for Families’ Early Education Needs, and Avoid Any Incentives to Expand Government Preschool. To achieve excellence in early education,
policymakers must abandon the presumption that government preschool is preferable
to family care or the private provision of care. Families are children’s first educators,
and government programs cannot replace the benefits that children receive from
being raised in a stable two-parent home. Federal and state policymakers interested in
maintaining the role of families and civil society in providing early education and care
for children should resist efforts to expand federal preschool and child care. More government preschool is not the answer to helping America’s children succeed, and any
efforts to expand federal preschool initiatives should be opposed. Large-scale federal
preschool initiatives such as Head Start have failed to provide children from low-income families with quality early education options. Congress should sunset Head Start
83

CULTURE +
SOCIETY

Allow States to Make Their Title I and IDEA Dollars Portable in Order to Empower Parents with Choice in Education. Millions of children across the country
are trapped in low-performing government schools assigned to them based on their
zip code. States across the country are working to empower more families with school
choice, and well over 300,000 children today attend a private school of choice thanks
to vouchers, tuition tax credit scholarships, and education savings accounts. Although
school choice policy is primarily the domain of states and localities, federal policymakers can play an important role in reshaping existing federal education programs
to make choice a priority. Federal policymakers should allow states to make education
dollars associated with major federal education programs portable. States should be
allowed to make their Title I dollars for low-income children and their Individuals
with Disabilities Education Act (IDEA) dollars for children with special needs portable to follow a child to the school of choice—public, private, virtual, or homeschool.
The DC Opportunity Scholarship Program, appropriately under the jurisdiction of
Congress due to the nature of the District of Columbia, should be expanded to all children living in the nation’s capital to enable them to attend schools of choice that meet
their unique learning needs.
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over a period of 10 years until federal funding for the program is eliminated. The sunset provision would provide states with adequate time to determine whether they need
to provide additional state funding to subsidize care for children from low-income
families, and would have the net effect of situating subsidized early education and care
programs closer to the students they serve.
Decouple Federal Financing from Accreditation. Without question, America’s
system of higher education needs dramatic and lasting reform, but accreditation
continues to impede such a transformation. If higher education is to keep pace with
the demands of future economies, the metrics used to value an education must place a
greater emphasis on rating and credentialing specific courses and acquired skills, not
institutions. The policy advanced by the Higher Education Reform and Opportunity
(HERO) Act, authored by Senator Mike Lee (R–UT) and Representative Ron DeSantis
(R–FL), would sever the link between student loans and grants and the outdated de
facto federal accreditation system. Such a reform would create competition by granting states the ability to establish their own systems of accreditation, and would enable
students to take their student aid to individual courses instead of consigning them to
full degree programs, enabling students to craft customized higher education experiences. Federal policymakers could also decouple accreditation and federal funding
(student loans) through amendments to the Higher Education Act (HEA), eliminating the necessity that colleges be accredited by the federal government–sanctioned
system. This reform would allow independent accrediting institutions to enter the
market, thereby providing students with numerous options for obtaining degrees or
credentials and shaping their college experience.

RECOMMENDATIONS (STATE POLICY)
Expand Parental Choice in Education by Establishing Education Savings Accounts (ESAs). States should follow the lead of Arizona, Nevada, Florida, Mississippi,
and Tennessee, and establish ESAs. Through ESA options, states deposit a portion of
the money that the state would have spent on a child in a public school into a parent-controlled, restricted-use savings account. Parents can then use those dollars to
pay for any education-related service, product, or provider, including private school
tuition, online learning, special education services and therapies, textbooks, curricula,
and college courses, among other education expenditures. Notably, parents can roll
over unused funds from year to year to save for anticipated future education-related
expenses, such as high school or college tuition.
Allow Parents to Deposit Title I Dollars into State or District School Choice
Options. States should establish education choice options, such as vouchers, tuition
tax credit scholarships, and ESAs, and then allow Title I dollars (through the federal
Title I portability reform described above) to be deposited into those options. For example, states should establish ESAs, and then under a federal Title I portability option,
choose to allow parents to deposit their Title I funds into their child’s ESA. In Nevada,
students from low-income families who participate in the ESA option will have $5,700
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Education Spending and Student Debt
FEDERAL K–12 SPENDING, IN BILLIONS OF
2015 DOLLARS

AVERAGE CUMULATIVE DEBT PER BORROWER,
FOUR–YEAR UNIVERSITIES, IN 2014 DOLLARS
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annually deposited into their accounts beginning in the 2015–2016 school year. If
Title I portability were established as federal policy, Nevada could then opt into the
portability arrangement, and parents could have an additional amount (likely close
to $1,000) deposited into their ESA, taking their account distribution closer to $6,700
annually, greatly increasing their education purchasing power.
Protect Homeschooling and Implement Policies that Empower More Families
to Homeschool. Legal rights to homeschooling have been established nationwide,
facilitating the growth of home-based instruction. Presently, homeschooling is legal
in every state. Policymakers should continue to protect parents’ rights to homeschool
their children and enact reforms that remove barriers to homeschooling. In order to
provide meaningful protections to homeschooling families, policymakers should avoid
restrictive regulations at all levels of schooling. Policies should recognize the educational contribution of homeschooling and ensure that the freedom to homeschool is
permanently protected and fostered.
Exit the Common Core National Standards and Tests. State leaders should fully
exit Common Core. States should withdraw from the Common Core standards and
aligned national tests, re-adopt prior state standards, and strengthen those standards
by borrowing from the best standards in other states, with input from parents, teachers, university scholars, and industry leaders. States and local school districts can
successfully improve their standards and assessments without surrendering control
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to Washington. State policy should advance systemic reforms that encourage transparency of outcomes while empowering parents with school choice. Common Core
national standards and tests—the adoption of which was heavily incentivized by the
Obama Administration—have not made public schools accountable to families; rather,
they have made schools and states more responsive to Washington, DC. Common Core
national standards and tests represent a one-size-fits-all approach that tends toward
mediocrity and standardization, undercutting the pockets of excellence that currently
exist across the country.

FACTS AND FIGURES
Nearly three-quarters of four-year-old children
are enrolled in some form of preschool program. Further federal provision of preschool
is unnecessary.

ȖȖ

The federal government operates some 45
preschool and day care programs that are
estimated to cost taxpayers more than $20
billion annually.

ȖȖ

The federal government’s own research found
that the largest federal preschool program,
Head Start, failed to improve participating
children’s cognitive abilities, their parents’
parenting practices, their behavior, or their
access to health care.
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The United States spent more than $620
billion—including federal, state, and local
expenditures—on K–12 education in 2011–2012.

ȖȖ

On average, taxpayers spend more than
$12,000 per pupil every year in public schools.

ȖȖ

Teaching and non-teaching staff positions
in public schools across the country have
increased at far greater rates than student
enrollment over the past four decades. From
1970 to 2015, enrollment in the nation’s public
schools increased just 9 percent; over the same
time period, total education staff increased
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83 percent (non-teaching staff increased
133 percent and teaching staff increased 52
percent). Teachers now comprise just half of all
public-education employees.
ȖȖ

A Department of Education evaluation of the
DC Opportunity Scholarship program showed
that graduation rates among participating
students were 21 percentage points higher
than graduation rates among their peers who
were awarded, but did not use a scholarship to
attend private school.

ȖȖ

Twenty-eight states and the District of
Columbia have some form of private school
choice option, with 59 program options such
as vouchers, tuition tax credit scholarships, and
ESAs now in operation.

ȖȖ

Over the past decade, from the 2004–2005
school year to the 2014–2015 school year, the
number of Pell Grant recipients increased 55
percent. The growth in the number of students
receiving Pell Grants drove overall program
spending, which increased from roughly $16
billion to $30 billion over the same time period.

ȖȖ

The average college student leaves school with
more than $29,000 in debt, and total student
loan debt in the United States now exceeds
$1.12 trillion.
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S

ince the Supreme Court’s 1973 decisions in Roe v. Wade and Doe v. Bolton, the prolife movement has worked tirelessly to reorient the hearts and minds of an entire
generation toward the dignity and worth of every individual—born and unborn. As a
result, many more Americans now identify as “pro-life,” including majorities in the
millennial generation, and the vast majority of Americans believe that abortion should
be illegal in most circumstances in the second and third trimesters of pregnancy.

Yet the challenges to life, conscience, and freedom that inevitably stem from sanctioned abortion-on-demand persist. Policymakers should return to a deeper respect
for foundational American principles by respecting the freedom of conscience of individuals, medical providers, and taxpayers, and ensuring the basic rights of liberty and
life for everyone, including those yet to be born.
Respect for the dignity of life also requires resisting the recent push for widespread
acceptance of physician-assisted suicide (PAS). Policymakers must realize those who
are suffering need true compassion and solidarity and that doctors should help their
patients to die a dignified death of natural causes, not assist in killing. Rather than
allow the government to decide whose life is unworthy of life, policymakers should
respect the intrinsic dignity of every human life and thus provide for the equal protection in law of all human beings.

RECOMMENDATIONS
Eliminate Taxpayer Funding of Elective Abortion Here and Abroad. There
is long-standing, broad consensus that federal taxpayer funds should not be used
for elective abortions or for health insurance that includes abortion coverage.
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State legislation has reacted to the trend of recognizing the dignity of children and
the mothers who carry them. More than 200 pro-life laws have been passed in states
across the country since 2010, including parental notification, informed consent, and
abortion clinic regulation legislation. Thousands of community-based pregnancy resource centers have harnessed the best of the power and spirit of civil society, providing compassionate counseling, holistic support, and accurate information to women
facing unplanned pregnancies.


Solutions 2016

Policymakers should close the patchwork of federal prohibitions on abortion funding
by making policies like the Hyde Amendment permanent across federal law. Lawmakers should likewise end the uncertainty over the Mexico City policy, which prohibits
federal aid to international abortion providers, and enact permanent prohibitions on
taxpayer funding of overseas abortions.
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Redirect Federal Funding of Planned Parenthood to Health Centers not Involved in Abortion. During the 2013–2014 reporting year alone, Planned Parenthood
affiliates performed over 327,000 abortions while the national organization reported
$127 million in revenue over expenses and held $1.4 billion in net assets. During this
same year, Planned Parenthood reports its affiliates receiving over $528 million in
government funding—41 percent of the organization’s total revenue. In addition to its
provision of abortion services, Planned Parenthood affiliates face accusations of waste,
abuse, and potential fraud with taxpayer dollars, failure to report the sexual abuse
of minor girls, and allegations of profiting from the sale of organs from aborted babies. Policymakers should end taxpayer funding of Planned Parenthood and all other
abortion providers, and redirect funding to health centers that provide health care for
women without entanglement in abortion.
Stop Obamacare’s Expansion of Funding for Abortion Coverage. Under
Obamacare, federal tax subsidies are available for health plans offered on state exchanges that include coverage of elective abortion. Some Americans could pay an
abortion surcharge of up to $12 per year out of their own pockets, possibly without
their knowledge. Moreover, every individual and family that obtains qualified health
insurance from a state exchange or their employer will be enrolled in coverage of abortion-inducing drugs and contraception—whether they want such coverage or not. In
addition, almost all employers, including many religious nonprofits, must participate
in the processes requiring coverage of abortion-inducing drugs, contraception, and
sterilization under Obamacare, regardless of any religious or moral objections. Policymakers should enact permanent protections for the rights of individuals, religious
organizations, and family businesses to keep them from being forced to enroll in or
pay for coverage of life-ending drugs and devices that violate their deeply held beliefs.
To truly protect conscience rights and prevent federal dollars from flowing to elective
abortion coverage, Obamacare needs to be repealed.
Protect Conscience of Doctors, Nurses, and Other Medical Practitioners.
Obamacare’s loose conscience protections, combined with inadequate guidance on
conscience rights, may leave pro-life medical professionals with only limited protection to practice medicine according to their religious principles. Policymakers
should codify protections for the conscience rights of health care insurers, providers,
and medical personnel who decline to provide, pay for, provide coverage of, or refer
for abortions.
Resist the Push for Physician-Assisted Suicide. In October 2015, California became the fifth state to legalize PAS. Yet legalizing physician-assisted suicide is a grave
mistake that endangers the weak and vulnerable, corrupts the practice of medicine
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and the doctor-patient relationship, compromises the family and intergenerational
commitments, and betrays human dignity and equality before the law. The experience
of countries with physician-assisted suicide and euthanasia suggests that safeguards
intended to limit PAS eligibility to the terminally ill or to certify autonomous consent
often fail to ensure effective control. Instead of embracing PAS, policymakers should
focus on the benefits of palliative care, which works to improve a patient’s quality of
life by alleviating pain and other distressing symptoms of a serious illness.

FACTS AND FIGURES
ȖȖ

Since the Supreme Court’s decisions legalizing
abortion-on-demand in 1973, more than 56
million children have lost their lives to abortion. Today, roughly 1 million abortions occur in
the U.S. every year.
Two-thirds of Americans oppose late-term
abortion, including 60 percent of women who
generally oppose abortion after 20 weeks,
when a child can feel pain and a mother is at
increased risk of abortion’s harms.

ȖȖ

In one year, Planned Parenthood performed
over 327,000 abortions while receiving over
half a billion dollars in taxpayer funding. As
the largest abortion provider in the nation,

ȖȖ

The United States sends tens of millions of taxpayer dollars to the United Nations Population
Fund every year despite continued assertions
that the organization has been involved in
China’s family planning program, which uses
forced abortions to enforce the country’s policy
limiting parents to two children.

ȖȖ

Individuals who enroll in federally subsidized
health insurance under Obamacare will pay an
additional, all-but-invisible premium solely to
cover the costs of elective abortion procedures.
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the group was responsible for almost 1
million abortions in its past three reporting
years alone.
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M

arriage and family are the building blocks of all human civilization and the
primary institutions of civil society. Intact married families are a guarantor of
individual liberty, the building block of a strong and stable American culture, and the
first engine of economic growth. Preserving the institution of marriage by restoring
and protecting its fundamental definition is integral to the flourishing of our children
and families and for promoting a healthy civil society.

Laws and regulations should continue to protect and promote intact married family life
as the basis of a stable and prosperous society. Now that the Supreme Court has mandated all 50 states to redefine marriage, policymakers should protect the freedom of those
who still believe the truth of marriage: that it is the union of a man and a woman.

RECOMMENDATIONS
Understand and Promote the Many Benefits of Marriage. Married men and
women tend to have better financial health, increased savings, and greater social
mobility than unmarried individuals. Children raised in families headed by a married
couple have a greater chance of experiencing economic stability, high academic performance, and emotional maturity. Teens from intact married families are less likely to
be sexually active and also less likely to abuse drugs and/or alcohol, exhibit poor social
behaviors, or participate in violent crimes. Consistent parental involvement, especially from fathers, is also related to decreased likelihood of teen pregnancy.
Given the positive influence of marriage on significant indicators of individual
well-being—from employment and earnings to avoidance of delinquency, school dropout, and abuse—public policy should promote, rather than undermine, the institution
of marriage.
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Mothers and fathers are neither interchangeable nor dispensable and every child
deserves a married mom and dad. Strong marriages and intact families serve the ends
of limited government more effectively, less intrusively, and at less cost than picking
up the pieces of a shattered marriage culture. Government steps in more when it is
compelled to provide (whether more or less directly) for the welfare of those who are
affected by the collapse of marriage and family.


Solutions 2016

Promote Marriage as America’s Greatest Antidote Against Child Poverty. Today, more than four in 10 children are born outside marriage. These children are five
times more likely to experience poverty than are children born and raised by a married
mother and a father in the home. Moreover, children raised outside a biological family
arrangement are at greater risk of lower educational attainment, elevated rates of delinquency, more non-marital pregnancy and childbearing, and other consequences.
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Marriage reduces the probability of child poverty by 80 percent. Of the nearly $450
billion in annual federal and state welfare funding spent on low-income families,
three-quarters goes to those led by single parents. The restoration of marriage in
low-income communities requires educating young men and women on the importance of marriage in reducing poverty and improving children’s well-being.
Eliminate Marriage Penalties in Federal Law. Government assistance programs
that create disincentives to marriage can have unintended, harmful consequences.
Any form of financial penalty in tax policy that masks or subverts the benefits of marriage—thus acting as a deterrent—should be eliminated. For instance, the structure
of health care tax credits under Obamacare will mean that married couples generally
receive $1,500 to $10,000 less per year in health care premium support than cohabitating couples with the same combined income.
Likewise, the incentive structure of many welfare programs discourages single mothers from marrying the employed fathers of their children. Discouraging men and women from enjoying the financial and emotional supports of marriage in order to continue receiving public assistance harms adults and their children, who are more likely to
continue the cycle of poverty for another generation. Policymakers should eliminate
the penalties for marriage in the tax code, welfare programs, and Obamacare.
Work to Restore the Constitutional Authority of Citizens and Their Elected
Officials to Make Marriage Policy that Reflects the Truth About Marriage. Marriage brings a man and a woman together as husband and wife to be father and mother
to any children their union produces. The institution is based on the anthropological
truth that men and women are distinct and complementary, the biological fact that
reproduction depends on a man and a woman, and the social reality that children
deserve a mother and a father. Government recognizes marriage because it is society’s
most efficient and effective means of ensuring the well-being of children. State recognition of marriage protects children by encouraging men and women to commit to
each other and take responsibility for their children. The overwhelming conclusion of
social science studies over decades is that children tend to have better outcomes when
raised by a married mother and father.
The Supreme Court’s mandate that all 50 states redefine marriage has further distanced marriage from the needs of children and has denied, as a matter of policy, the
ideal that a child needs both a mother and a father. There is nothing in the Constitution that required the redefinition of marriage in all 50 states. Policymakers should
work to promote policy that protects those who still believe the truth about marriage.
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The First Amendment Defense Act and similar state policies are a good place to start.
These prevent the government from discriminating against any person or group in
regard to contracts, grants, licensing, accreditation, or the award or maintenance of
tax-exempt status, simply because they speak or act on the belief that marriage is the
union of one man and one woman or that sexual relations are properly reserved for
such a marriage.

FACTS AND FIGURES
In 1964, only 7 percent of births in America
were outside marriage. Today, this number has
climbed to more than 40 percent.

ȖȖ

Over the past six decades, the percentage of
married adults has declined steadily among
all Americans. The decline has occurred more
rapidly among African American adults, less
than 40 percent of whom are married.

ȖȖ

Fathers’ involvement is an important factor
in children’s well-being, from health and
behavioral outcomes to school performance.
Research shows that religious participation
appears to bolster fathers’ involvement.

ȖȖ

Adolescents who do not live in intact families
are more likely to engage in substance abuse,
exhibit behavioral problems, have poor
academic performance, and engage in risky
behavior, including becoming sexually active at
an early age.
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A

mericans

remain a deeply religious people. The vast majority of Americans believe
in God or a higher being, and many say that they pray daily. By providing education, health care, and countless social services, religious groups play an indispensable
role in the health of society. Religious individuals and institutions have a right to exercise their religious beliefs that is not confined to the private sphere but is protected
from government burden and discrimination in public life.

The American Founders believed that strong religious congregations and vibrant
faith communities were essential to ordered liberty. As a result, Americans have long
enjoyed the fullest religious liberty in the world and have reaped the benefits of a
flourishing civil society rooted in that religious freedom. Policymakers must restore
a strong and stable society of individual and political self-government in which the
people can give religious and faith-based institutions a central place in our civic and
public life.

RECOMMENDATIONS
Understand and Promote the Benefits of Religious Practice to Civil Society. Religious practice promotes the well-being of individuals, families, and the community.
Regular attendance at religious services is linked to healthy, stable family life, strong
marriages, and positive outcomes for children. It correlates with reduced rates of
domestic abuse, crime, substance abuse, and addiction and an increase in physical and
mental health, longevity, and educational attainment. Americans engaged in the free
exercise of religion participate actively in charitable giving and volunteerism, including through organized volunteering and informal acts of compassion. Yet, despite the
societal benefits of religion, the expression of faith in the public square has faced many
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The ability to work, live, and provide services compatible with one’s beliefs is essential
for maintaining a just and free society, yet this freedom has suffered erosion in recent
years. America must return to a more reasonable and historically accurate understanding of religious liberty, upholding religious and moral conscience as an invaluable support for healthy republican government and human flourishing. This requires
that government respect the role of religious institutions and refrain from establishing religion or prohibiting its free exercise.


Solutions 2016

challenges posed by the never-ending growth of the regulatory state. The law must
make as much room as possible for the practice and accommodation of religious faith.
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Protect the Freedom of Conscience of Patients, Parents, and Employers. The
right of Americans to live and work in accordance with their religious beliefs is increasingly under assault, especially from burdensome government policies. For
example, many provisions of Obamacare weaken family choice of coverage, undermine
parental participation in minor children’s health care decisions, and undercut family
values in health care. The law’s anti-conscience mandate forces countless religious
organizations, family businesses, and other employers to provide health plans that
include coverage of abortion-inducing drugs, contraception, and sterilization—regardless of their religious or moral objections.
Policymakers should enact permanent conscience protections for individuals, families,
employers, and insurers to keep them from being forced to offer, provide, or pay for coverage that violates their deeply held beliefs. To truly protect religious liberty and further
erosions of freedom more generally, Obamacare must be repealed. Health care reform
must move to a patient-centered, market-based system that provides coverage choices
that are consistent with providers’ and patients’ moral and religious beliefs.
Protect the Freedom of Individuals and Institutions to Continue Telling the
Truth About Marriage. Redefining marriage has been a direct and demonstrated
threat to religious freedom that marginalizes those who affirm marriage as the union
of a man and a woman. Already, in Washington, DC, Illinois, and Massachusetts, faithbased adoption and foster care organizations have given up the good work they were
doing on behalf of vulnerable children because the government would have forced
them to place children with same-sex couples—regardless of their religious or moral
objections. Family businesses like photographers, bakers, florists, and others involved
in the wedding industry have been hauled into court and fined, with some being forced
out of business entirely, because they declined to provide their services for a same-sex
ceremony in violation of their religious beliefs. Now that the Supreme Court has mandated the redefinition of marriage in all 50 states, policymakers should ensure that
Americans who still believe the truth about marriage remain free to promote marriage
as a union of a man and a woman, and are not subject to government discrimination
because of these beliefs.
Oppose Policies, Regulations, and Guidance Providing Special Privileges Based
on “Sexual Orientation” and “Gender Identity” (SOGI). All citizens should oppose unjust discrimination, but regulations and laws making sexual orientation and
gender identity new protected classes are bad public policy. SOGI laws threaten fundamental First Amendment rights. They create new, subjective protected classes that
will expose citizens to unwarranted liability. Furthermore, SOGI laws would increase
government interference in labor markets in ways that could harm the economy. Yet
SOGI’s damage is not only economic: It would further weaken the marriage culture
and the freedom of citizens and their associations to affirm their religious or moral
convictions, such as that marriage is the union of one man and one woman and that
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maleness and femaleness are not arbitrary constructs but objective ways of being
human. SOGI laws would treat expressing or living out these beliefs in employment,
business, school, and health care, among other fields, as actionable discrimination.
Promote Religious Freedom Abroad. To win hearts and minds to democracy, advance freedom, and promote stability, U.S. foreign policy and public diplomacy should
systematically engage religious audiences and address the role of religion. Such active
diplomacy bolsters the United States’ powerful model of religious freedom and is crucial to America’s role in the world. The United States should press all governments to
recognize the universal right of religious liberty. Religious freedom should be the rule
for all, not the exception enjoyed by a majority.

FACTS AND FIGURES
Three in five adults say they have no doubt
that God exists. Altogether, about nine in 10
adults believe in God or some higher power.

ȖȖ

On average, individuals who reported
attending religious services once a week or
more were 25 percent more likely to give to
charitable causes than those who reported
attending religious services less than a few
times a year.

ȖȖ

Marriages in which both husband and wife
attend church frequently were 2.4 times less
likely to end in divorce than marriages in which
neither spouse attends religious services.

ȖȖ

Volunteerism among individuals who attend
religious services each week tends to be
greater than the national average and among
those who attend less frequently.
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Health Care
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A

mericans

benefit from some of the best medical care in the world, but its financing
and delivery is marred by significant weaknesses. While millions of Americans are
living longer and healthier lives, America’s health care system remains too costly, confusing, and inefficient. American health care is also uneven in its quality and results,
and leaves too many people without access to adequate, patient-centered care.

Rather than giving government officials even more control over health care, the better
approach would be to pursue patient-centered, market-based health care reforms.
This approach would give Americans and their families much greater control over
their health care dollars and decisions. By making individuals and families the key
decision-makers in a reformed health care system, powerful economic incentives will
realign the interests of plans and providers and patients to maximize value by delivering higher quality care and services at lower cost.

RECOMMENDATIONS
Repeal Obamacare. Policymakers should repeal Obamacare in its entirety. The
problems created by the law and its implementation are mounting. Coverage gains
are not due to better access to private coverage, but instead are due almost entirely
to expanding Medicaid, the government-run health care program for the poor. Costly
insurance mandates and regulations are driving up the cost of coverage both inside
and outside the government-run exchanges while the level of choice and competition
within the government-run exchanges is worse than before Obamacare. Moreover, the
government’s increased role in the delivery of care through rules, regulations, and red
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The Patient Protection and Affordable Care Act (Obamacare) fails to address the
fundamental problems that bedevil American health care, and indeed, makes many
problems worse. It imposes even greater cost, complexity and inefficiency by applying
a model of centralized, top-down federal government management that is unworkable,
unaffordable, unfair, and unpopular. Despite the President’s repeated promises to
the contrary, the law has resulted in millions of Americans losing the private coverage they once had, millions more paying higher premiums, and fewer real choices. In
addition, it saddles Americans with higher taxes and uses funds from cutting Medicare
to finance this flawed experiment.
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tape further frustrates health care providers, undermines the doctor–patient relationship, and tramples on personal and religious freedoms. After almost six years, it is no
wonder that more Americans still oppose the law than support it.
Encourage Personal Ownership of Health Care by Reforming the Tax Treatment of Health Care. The current tax treatment of health insurance is largely a relic
of World War II when employers effectively avoided wage and price controls by offering health insurance to their employees as a way of increasing employee compensation. The tax exclusion of health care benefits allows employees to receive non-taxable
income from their employer in the form of health insurance. There are many problems
with the tax exclusion. Because the exclusion is unlimited, it hides the true cost of care
and thus drives up consumption; it disproportionately benefits higher-wage workers
more than lower-income workers; it ties tax relief for medical expenses to the place
of work, thus undercutting portability and personal ownership of coverage; and it is
only available to workers whose employers choose to offer health insurance. Rather
than reform the tax treatment of health insurance, and create a level playing field for
all kinds of health insurance options, Obamacare simply imposes a tax on employer
health plans whose benefits exceed specified amounts, per employee. True reform of
the tax treatment of health insurance would give individual tax relief to workers and
their families for the purchase of the health insurance plans they want. It would make
the system simpler, fairer, and neutral with respect to how or where one obtains health
care coverage. It would replace the current open-ended tax relief afforded only to
104


The Heritage Foundation

Federal Spending on Major Health Care Programs
6.1%

AS PERCENTAGE OF GDP
6%

Medicaid, CHIP,
Exchange Subsidies

4%

3.1%

2%

Medicare

0%
2000

2005

2010

2015

2020

2025

Source: Congressional Budget Office.

Modernize the Medicare Program to Meet the Demographic, Fiscal, and Structural Challenges. Established in 1965, Medicare is a government health care program
for seniors over the age of 65 and some disabled. Medicare is facing major challenges.
It is generating trillions of dollars in long-term debt. It must cope with an enormous
demographic shift as America’s aging population is growing steadily; it is funded by
a workforce that is shrinking relative to the size of the rapidly growing population of
retirees; and it is saddled with an outdated design, based on price controls and central
planning, that contributes to its inflexibility and sluggishness. Incredibly, traditional
Medicare still fails to meet the most basic test of insurance: the protection of patients
from the financial devastation of catastrophic illness. Rather than reform Medicare,
Obamacare imposes hundreds of millions of dollars of cuts on Medicare providers,
and redirects these Medicare savings to offset Obamacare’s costly new entitlement
programs. Policymakers should look to transform Medicare from its 1960s style defined-benefit structure, which is financially unsustainable, to a defined contribution
(“premium support”) model of financing. Under this model, seniors would receive the
value of their Medicare benefits in the form of a government contribution to purchase
the private health insurance plan of their choice. It would also allow more dependable
budgeting for both seniors and the government and inject the powerful free market
forces of choice and competition into the program to meet the needs of today’s seniors.
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those workers who have employer-based coverage with a more rational and equitable
system of individual tax relief.


Solutions 2016

Obamacare Still Unpopular
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Transform Health Care Coverage for Low-Income Americans by Restoring
Medicaid to a True Safety Net and a Path Out of Poverty. Medicaid, established
alongside Medicare in 1965, is a welfare program to provide health care for certain
vulnerable, low-income populations. Over the past 50 years, the program has changed
significantly. Not only has Medicaid eligibility expanded, so also has the scope of its
covered services. As a result, mounting fiscal, demographic, and structural challenges
increasingly strain this jointly funded federal–state program. Rather than implementing much needed reforms, Obamacare simply expands Medicaid eligibility to millions
of additional Americans, further straining the program. Tension over federal and state
funding, a growing and diverse set of enrollees, and a delivery system that lags behind
private coverage put this program and those dependent on it at risk. Therefore, policymakers should change the way Medicaid is structured by adopting a premium support
approach to transition able-bodied low-income families into the private health insurance market where they can secure superior care and coverage while refocusing traditional Medicaid on the difficult to insure and the disabled. In conjunction, policymakers should look to replace the current financing design with one that provides greater
certainty for federal and state budgeting while at the same time loosening restrictions
that hamper innovation and greater beneficiary engagement.
Promote a Free Market in Health Care by Removing Regulatory and Policy
Obstacles that Discourage Choice and Competition. Health care is one of the most
over-regulated sectors of America’s economy. Government often imposes regulations
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that are too detailed, or too arbitrary, or that tilt the playing field to favor some competitors over others. Many of the regulations governing the delivery and financing of
medical care by doctors, hospitals, and insurers are premised on blocking any innovation that might disrupt the long-standing business models with which the incumbent
players are comfortable. Thus, the government exceeds its proper role and enacts
restrictions that limit the incentives to innovate, leaving in place a system that is often
outdated, inefficient, and unnecessarily costly. Policymakers should address the supply side of the equation to complement the financing reforms—the tax treatment of
health insurance, Medicare, and Medicaid—that address the demand side of the equation. To that end, policymakers should conduct a comprehensive review and removal
of those regulatory and policy obstacles at the federal and state level that inhibit a true
free market from flourishing.

FACTS AND FIGURES
Health care is nearly one-fifth (17.5 percent)
of the national economy and a major driver in
the growth of government spending. With the
enactment of Obamacare, federal spending on
Medicare, Medicaid, and subsidized coverage
in the government exchanges will reach 6.1
percent of gross domestic product by 2025, up
from 3.1 percent in 2000.

ȖȖ

The vast majority of gains in coverage since
Obamacare took effect were due to the
dramatic expansion of Medicaid. Of the 9.25
million who gained coverage during 2014, 8.99
million was the result of increased Medicaid
enrollment, while private individual-market
coverage saw a net increase in enrollment of
just 260,000 people.

ȖȖ

The Obamacare major insurance mandates
and regulations increase premiums for young
adults by as much as 44 percent and for
pre-retirement-age adults by about 7 percent.

ȖȖ

The Obamacare government exchange market
is 21.5 percent less competitive based on a
comparison of the number of participating
exchange insurers across all 50 states in 2015
with the number of carriers in the individual
market in 2013.

ȖȖ

The aggregate value of the federal tax preference for employer-based health insurance
in 2014 was about $250 billion per year,
with reductions in federal personal income
tax accounting for about $175 billion of that
figure and reductions in federal payroll taxes
accounting for the other $75 billion.

ȖȖ

The share of non-elderly population covered
by employer-sponsored health insurance
peaked at an estimated 71.4 percent in 1980,
and even though the share has gradually
declined since then, in 2014, an estimated 60
percent are still covered under such plans.

ȖȖ

Medicare has been running deficits since
2008, and based on the most recent 75-year
projection, the Centers for Medicare and Medicaid Services (CMS) actuaries estimate that
Medicare’s unfunded liability—the dollar value
of promised benefits that are not paid for—is
between $28 trillion and $37 trillion.

ȖȖ

Total Medicare spending will jump from $613
billion in 2014 to more than $1.2 trillion by
2024, according to the Medicare Trustees
Report. Historically, taxpayers fund about 88
percent of Medicare’s annual spending, with
only about 12 percent of spending covered by
beneficiary premiums.
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ȖȖ

Total federal and state spending on Medicaid
is estimated to have been $456.1 billion in
2013 and is expected to accelerate over the
next decade reaching $835 billion by 2023,
according to CMS actuaries. A large part of this
increase is due to the effects of Obamacare
and its Medicaid expansion.

ȖȖ

Medicaid—the federal–state program for the
poor, elderly, and disabled—currently serves
almost one out of every five Americans.
With the ACA adding millions of able-bodied
working-age adults to the program, the
Congressional Budget Office projects that
Medicaid enrollment will increase dramatically
in the coming decade from 63 million in 2014
to 76 million by 2025.
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THE ISSUE

S

ocial Security, the largest federal government program, marked its 80th anniversary in 2015. It consists of two main programs: Old-Age and Survivors Insurance
(OASI) and Disability Insurance (DI). The federal government spent nearly $900 billion on Social Security benefits in 2015. Together, Social Security’s programs account
for nearly one-quarter of all federal spending in 2015.

This spending tsunami is a major threat to limited government because entitlement
spending increases automatically each year based on each program’s governing laws.
Entitlements get the first call on tax revenues; other priorities, such as defense or
national security, must make due with an increasingly smaller share of whatever
remains. This supposedly “locked in” spending is steadily undermining other national
priorities and threatens the economic future of younger generations. A child born in
2016 faces an individual debt burden of nearly $58,000 in terms of her share of the
national debt, as well as $155,000 in unfunded entitlement obligations from Social
Security and Medicare.
Decades ago, Washington politicians promised baby boomers health and retirement
benefits that are no longer affordable, because the programs were not designed in a
way that actually protected taxpayers from their ever-increasing costs. Americans
now face the consequences of this neglect. The national debt held by the public is
three-quarters the size of the nation’s economic product and is growing rapidly. The
Congressional Budget Office estimates that without fiscal restraint, public debt could
exceed 100 percent of GDP by 2030, within less than one generation. Medicare and Social Security face almost $50 trillion in long-term unfunded obligations ($36.8 trillion
for Medicare under the alternative scenario and $13.5 trillion for Social Security).
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Social Security is the largest among the three major entitlement programs. Together,
Social Security, Medicare, Medicaid, and related health spending consume more than
half of the entire federal budget. Moreover, these programs are the main drivers of
federal spending and debt over the next decade. Eighty-five percent of the projected
growth in spending through 2024 is due to the major entitlement programs and interest on the debt. In terms of the size of the economy, Social Security spending is projected to grow from 4.9 percent of gross domestic product (GDP) in 2015 to 6.2 percent
of GDP 25 years from now.
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Since 2010, Social Security has taken in less money from payroll tax revenues and the
taxation of benefits than it pays out in benefits, generating cash-flow deficits. The 2014
cash-flow deficit was $39 billion for OASI and $30.2 billion for DI. Although the OASI
and DI trust funds are not yet insolvent, there is no real money sitting in them—just
a bunch of IOUs. Thus, when the Social Security Administration pays out benefits
that exceed its payroll tax collections, the government converts those trust fund IOUs
to new public debt. Over the next 10 years, Social Security’s cash-flow deficits will
amount to $1.1 trillion, according to the trustees’ intermediate assumptions.
The disability program suffers from a host of more complex problems. Among SSDI’s
many problems are: inefficient, complicated, and sometimes detrimental adjudication
procedures; outdated rules and definitions; excessive wait times for a disability determination or appeal; non-existent or ineffective recovery and return-to-work assistance; work disincentives; lack of effective continuing disability reviews; and extensive
fraud and abuse. Comprehensive SSDI reform should not only establish long-term
solvency, but also correct the program’s many flaws and inefficiencies to better serve
disabled individuals by emphasizing recovery over dependency and focusing benefits
on poverty prevention rather than income replacement.
The moral challenge created by entitlement spending is undermining the democratic
system as more Americans become dependent on the government and other priorities are automatically preempted. Policymakers need to transform the entitlement
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RECOMMENDATIONS
Protect Americans from Tax Hikes. Many opponents of fundamental entitlement
reform claim that raising taxes is a feasible approach to solving the entitlement crisis.
This assessment is simply wrong. Projected deficits are large and growing, and raising
taxes to pay for this spending would require doubling tax rates even for the lowest
income brackets. Such a policy would deal a devastating blow to the economy. The
long-term obligations from entitlements require more than modest changes in the
current system. The system should provide a durable safety net for today’s Americans
while preserving the same opportunity and economic freedom they enjoyed for their
children and grandchildren.
Restore Fiscal Responsibility by Adopting a Spending Cap. In order to motivate
lawmakers to tackle entitlement reform, one promising approach would include all
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programs away from unaffordable social insurance benefits for everyone regardless
of need toward a real insurance model that provides a durable safety net for seniors,
the disabled, and their families without bankrupting younger generations. Individuals
must also provide for more of their foreseeable retirement and potential disability
needs through personal savings and insurance. These steps will ensure a fiscally sustainable future and better stewardship for younger generations.
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non-interest budget authority under one spending cap. This cap would include all
discretionary and mandatory spending, except interest on the debt. Interest on the
debt would be excluded because it depends in part on interest rates, inflation, and
the maturity and structure of outstanding securities—factors largely outside Congress’s control. Lawmakers should adopt a statutory spending cap that encompasses
all non-interest outlays and achieves budget balance, given current projections
about the economy, revenues, and interest costs, by the end of the decade. Spending
would then be capped at a level that maintains balance, allowing for certain annual
adjustments. In the long run, during periods of normal economic activity and absent
exigent national security demands, the spending cap should grow no faster than the
U.S. population and inflation, similar to fiscal rules currently in place in many U.S.
states. The cap should bind more stringently when debt or deficits exceed specific targets. Debt below 60 percent of GDP and deficits below 2 percent of GDP are
commonly accepted as fiscally stable by a wide range of economists. Enforcement by
sequestration would be necessary for such a spending cap to be effective at motivating lawmakers to adopt spending reforms that eliminate structural deficits in the
U.S. budget.
Put Entitlement Spending on a Budget. Social Security, Medicare, and Medicaid
are not subject to annual debate in Congress as part of the federal budget process. As
the baby-boomer generation becomes eligible for Medicare and Social Security and
Medicaid expands under Obamacare, costs are projected to increase to alarmingly
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high levels. Congress should set a 30-year budget for each major entitlement, with
an obligation to adjust the programs as necessary to keep them within budget and
protected from insolvency while ensuring that low-income Americans are protected
from poverty. Congress should also reveal the projected cost of any proposed policy or
funding level for each significant federal program over a long-term horizon of 75 years
so that lawmakers avert mounting long-term challenges.
SPECIFIC SOCIAL SECURITY (OASI) REFORMS

Fix Social Security’s Cost-of-Living Adjustment. Social Security’s cost-of-living
adjustment (COLA) is based on an outdated measure of changes in the cost of living
that fails to account for how people react to changes in prices. Lawmakers should
index Social Security’s COLA to the chained consumer price index (CPI), which
acknowledges that people choose less expensive and different goods and services in
response to changes in prices. This would more accurately protect the value of benefits
against changes in the cost of living while improving Social Security’s finances.

Restore Social Security to Its Original Purpose of Poverty Protection Through
an Anti-Poverty Benefit. Congress should put Social Security benefits on a schedule to gradually arrive at a flat payment structure for eligible beneficiaries. This flat
benefit payment should be sufficient to keep eligible seniors out of poverty throughout
their retirement, and the benefit should be limited to those who need it.
Reduce Taxes to Enable Greater Personal Savings. Coupled with tax reform that
eliminates the payroll tax, a flat, anti-poverty benefit targeted at those who need it
would limit Social Security’s role to real insurance and ease the future tax burden on
American workers.
Lower payroll taxes would enable more Americans to accrue personal savings in
private retirement accounts to complement Social Security’s flat benefit and reduce
Americans’ reliance on government in retirement. Moreover, because savings invested in the productive sectors of the economy accrue larger returns than what most
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Raise the Early and Full Retirement Ages. Since 1950, life expectancy at birth in
the United States has increased by more than 10 years, while life expectancy at age
65 has increased by more than five years. At the same time, work in the United States
has become less physically demanding and individuals have become healthier. Yet
Social Security’s full retirement age will gradually increase by only two years—to
67—by 2027, and the early retirement age has not increased at all. Social Security’s
retirement age serves as an implicit guideline for actual retirement, as nearly twothirds of eligible workers choose to receive Social Security benefits between the
early and full retirement age. For Social Security, this means greater financial strain,
and for the economy, it means a smaller workforce, lower economic growth, less
retirement security, and lower revenue. Lawmakers should gradually and predictably increase the early and full retirement ages to 65 and 70, and then index both to
increases in life expectancy.
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Americans can expect to receive from their Social Security payroll taxes, Americans
will be able to accrue larger retirement savings or save less during their working years
while still maintaining current benefit levels.
SPECIFIC DISABILITY INSURANCE (DI) REFORMS

Adopt a Needs-Based Period of Disability. Congress should consider replacing
permanent benefits and continuing disability reviews with a needs-based period of
disability of one to two years for individuals for whom medical improvement is expected, and of two to five years for individuals for whom medical improvement is possible.
Beneficiaries for whom medical improvement is not expected would continue to be
subject to continuing disability reviews, as is the case in the current system.

ENTITLEMENTS

Implement a Flat Benefit. Replacing the current progressive benefit structure with
a flat benefit that is linked to the poverty level would lift millions of disabled individuals and their families out of poverty and better accomplish SSDI’s purpose of poverty
prevention. Individuals who currently receive SSDI benefits would continue to receive
their same benefit checks. Those who are already disabled do not have the ability to
increase their savings or to purchase private insurance, so they should not be subject
to these changes in benefits. A flat benefit could be implemented relatively quickly,
however, for all new SSDI applicants and beneficiaries. A predictable, flat benefit at the
poverty level would also encourage those most able to, to purchase private DI coverage
to supplement SSDI.
Moreover, a flat, anti-poverty benefit would eventually generate savings in excess of
SSDI’s shortfalls, allowing for a reduction in payroll taxes that could be applied, in
part, towards private disability insurance.
Encourage Greater Private Provision of Disability Insurance. Policymakers
should consider offering employers a payroll tax credit in exchange for providing
private disability coverage to their workers. Private coverage offers: a faster, fairer, and
more efficient adjudication process; assistance and accommodations that can keep
workers on the job and help more return to work; more effective screening and monitoring to weed out fraud and abuse; and lower costs. Extending these private-sector
benefits to the public program through optional employer-provided coverage could
generate significant savings for the program and provide far better outcomes for
the disabled.
Eliminate Non-Medical Factors in the Determination Process. The Social Security Administration’s current medical vocational, or GRID, rules allow individuals to
receive SSDI awards based on factors other than mental or physical disabilities, such
as age, education, skill, and ability to speak English. These GRID rules play a large
role in disability determinations as they come into play in 40 percent of all awards.
These non-medical factors alone cannot cause disability. Congress should eliminate
the GRID rules and rely exclusively on physical and mental factors when making
disability determinations.
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FACTS AND FIGURES
Social Security began running deficits in 2010,
and its trust funds will be exhausted in the
near future.

ȖȖ

In net-present-value terms, Social Security has
promised $13.5 trillion more in benefits than it
will receive in taxes over the next 75 years.

ȖȖ

After Congress authorized a $150 billion transfer from Social Security’s retirement program
to the DI program in the 2015 Obama–Boehner
budget deal, the DI trust fund is projected
to be exhausted in 2021 (instead of 2016). If
policymakers fail to enact significant reforms
before then, benefits would be cut by about 11
percent at the end of 2021.

ȖȖ

Under the most realistic scenario, Social
Security and Medicare would need nearly $50
trillion today to fully fund benefits promised
in the future. Some argue for taxing only the
wealthy to raise revenues and reduce federal
deficits, but covering these unfunded obligations through tax increases on high-income
earners alone would be impossible.

ȖȖ

Despite health gains and technological
improvements, SSDI rolls have been rising for
decades. Since 1990, the percentage of the
working-age population that receives SSDI
benefits more than doubled from 2.3 percent
to 5.1 percent.

ȖȖ

ȖȖ

The Old-Age and Survivors Insurance trust
fund is projected for exhaustion in 2035, at
which point beneficiaries will see about a 23
percent cut in benefits if Congress and the
President fail to enact meaningful entitlement
reform soon.

Given current revenue projections, spending
on Medicare, Medicaid, the Obamacare subsidy
program, Social Security, and interest on the
debt will consume all revenues within less than
one generation. By 2033 no revenue would
be left to pay for other government spending, including constitutional functions such
as defense.
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Welfare
THE ISSUE

W

hen President Lyndon Johnson launched the War on Poverty, he said that it
was
 intended to strike “at the causes, not just the consequences of poverty.” He
added, “Our aim is not only to relieve the symptom of poverty, but to cure it and, above
all, to prevent it.” Five decades and $24 trillion later, the welfare system has failed the
poor. Poverty rates remain stagnant, and self-sufficiency languishes.

ENTITLEMENTS

Today, the federal government operates roughly 80 means-tested welfare programs
that provide cash, food, housing, medical care, and social services to poor and lower-income Americans. Total federal, state, and local government spending on these
programs now reaches over $1 trillion annually. The cost of welfare is unsustainable,
and pouring dollars into an ever-increasing number of welfare programs has failed
to improve rates of self-sufficiency. It is time to get welfare spending under control
and to reform welfare to encourage self-reliance and human thriving in the context
of community.

RECOMMENDATIONS
Account for Welfare Spending in the President’s Budget. The federal welfare
system consists of roughly 80 means-tested welfare programs that provide cash, food,
housing, medical care, and social services to poor and lower-income Americans. These
programs are scattered throughout multiple government agencies. The size and cost
of the government welfare system as a whole are unknown to most policymakers as
well as the American public. Policy should require that the President’s annual budget
outline total current welfare spending, as well as 10-year projections.
Turn Welfare into a Work Activation Program. Welfare should be based on the
principle of self-sufficiency through work. The vast majority of Americans on both
sides of the political aisle agree with this idea. However, very few of the federal government’s 80 welfare programs require work, and under President Obama, even some of
these few work requirements have been put in peril. Most programs act as a one-way
government handout. This does not benefit either the individuals receiving aid or the
taxpayers. Welfare programs should be reformed to promote work. For example, the
food stamp program, one of the largest and fastest growing of the government welfare programs, should require able-bodied adult recipients to work, prepare for work,
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Total Means-Tested Welfare Spending and Official Poverty Rate
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or look for work as a condition of receiving assistance. A work requirement was at
the heart of the successful 1996 welfare reform, which transformed the largest cash
assistance welfare program into a work activation program. Other programs, particularly food stamps and public housing, should follow this model and promote work for
able-bodied adults.
Advance True Federalism in Welfare. The vast majority of welfare spending (aside
from Medicaid) is federal. Because states are not fiscally responsible for welfare programs, they have little incentive to curb dependency or to rein in costs. States should
gradually assume greater revenue responsibility for welfare programs; i.e., they should
pay for and administer the programs with state resources. Specifically, policymakers
should put public housing and food stamps on a path toward state responsibility over
the course of the next decade.
Promote Healthy Marriage. The breakdown of marriage is one of the greatest drivers of child poverty. Children in single-parent homes are more than five times as likely
to be poor compared to their peers in married-parent homes. Children raised by their
married mother and father are also more likely to avoid the risks that would hinder their
ability to thrive. Tragically, more than 40 percent of all children today are born outside
marriage each year, whereas in the 1960s, less than 10 percent of children were born to
single women each year. In order to fight poverty, marriage must be revived. Policymakers should find ways to reduce the marriage penalties in the current welfare system, and
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leaders at every level of government should look for ways to promote and strengthen
marriage to ensure that more children are raised by their married mothers and fathers.

FACTS AND FIGURES
ȖȖ

ȖȖ

Today, the U.S. spends 16 times as much on
welfare as it spent in the 1960s—about four
times the amount needed to pull every poor
family out of poverty—yet the federal poverty
rate remains nearly unchanged.
Total spending at all levels of government
on the roughly 80 federal means-tested
welfare programs, which provide cash, food,
housing, medical care, and social services to
poor and lower-income Americans, is over $1
trillion annually.

ȖȖ

Welfare is the fastest growing part of government spending. Between 1989 and fiscal
year 2008, means-tested welfare spending
increased by 292 percent.

ȖȖ

In 1964, only 7 percent of births in America
were outside marriage. Today, this number has
climbed to more than 40 percent. Children in
single-parent homes are more than five times
as likely to be poor compared to their peers in
married-parent homes.
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Overcriminalization
THE ISSUE

T

he Framers of our Constitution were concerned that an expansive and voluminous
criminal code was a threat to the liberty the nation had just won. The original
federal criminal code was limited to what was necessary to get the new government
started. The first federal criminal statutes outlawed approximately 30 crimes, and
each one carefully supported the needs of the new enterprise. Today, Congress enacts
criminal laws not to protect important national interests of a modern nation, but to
score political points with an uninformed electorate that has been led to believe that
outlawing more and more conduct or increasing the penalty for conduct that is already
a crime somehow solves a crime problem.
“Overcriminalization,” which is the use and abuse of the criminal law instead of civil
or administrative law to “solve” every societal problem and punish every mistake, is
an unfortunate trend. The criminal law should be used to redress only blameworthy
conduct, actions that truly deserve the greatest punishment and moral sanction.

Congress is not the only responsible party; agencies are also guilty. Federal agencies
have promulgated hundreds of thousands of regulations that define crimes or contain
potential criminal penalties for violations. Many of these regulations are vague or obscure, proving to be a trap for the unwary individuals who unwittingly end up committing acts that turn out to be crimes.
There are now so many statutes and regulations making conduct a crime that the
Congressional Research Service, the U.S. Justice Department, and the American Bar
Association cannot even count all of the offenses. If America’s experts do not have a
clear understanding of the size or scope of federal criminalization, how can the average person be expected to know all of the criminal law?
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Over the past 40 years, federal criminal law has exploded in size and scope while deteriorating in quality. Traditionally, federal criminal law focused on inherently wrongful
conduct: treason, murder, bank robbery, theft, counterfeiting, and the like. Today, the
federal criminal code reaches an unimaginably broad range of conduct. The number of
criminal offenses in the U.S. Code increased from 3,000 in the early 1980s to 4,000 by
2000 and more than 4,450 by 2008. The pace appears to be constant or even accelerating, and that is just at the federal level.
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Explosive Growth of Federal Criminal Law
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Many new criminal offenses also are deeply flawed. Many federal criminal laws make it
possible for the government to convict someone even if he acted unknowingly or without criminal intent (that is, without what lawyers call a guilty mind, or mens rea). The
unfortunate result is that people who do their best to remain law-abiding members of
society can no longer be confident that they are safe from prosecution. The Heritage
Foundation and the National Association of Criminal Defense Lawyers reported the
results of a joint study finding that in the 109th Congress, 60 percent of new nonviolent, non-drug offenses lacked a criminal-intent requirement adequate to protect
Americans who engaged in conduct that they did not know was illegal or otherwise
wrongful from unjust criminal punishment.
Despite this rampant overcriminalization, Congress continues to criminalize at an
average rate of one new crime for every week of every year. Practically all inherently
wrongful conduct has been criminalized several times over, yet from 2000 through
2007, Congress enacted 452 new criminal offenses (which does not even count the
innumerable crimes defined by agency regulation under delegations of authority from
Congress). Congress must halt its overcriminalization rampage and begin to eliminate
vague, overbroad criminal offenses that punish good people who violate one of the tens
of thousands of federal criminal offenses without criminal intent.
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RECOMMENDATIONS
Ensure Congress Justifies All New Criminal Laws. Because federal law has already criminalized practically all inherently wrongful conduct many times over, Congress should be required to provide written analysis of and justification for every new
or modified criminal offense and every new or enhanced penalty. The report should
include a description of the problem that offense or more onerous penalty is intended
to redress, any specific cases or concerns motivating the legislation, and a review of
any overlap with existing federal and state law.
Do Not Let Congress’s Carelessness Endanger Individual Citizens. Federal law
should codify the common law “Rule of Lenity,” the principle that the courts must
interpret ambiguous or unclear statutes creating criminal offenses in favor of the
defendant. That remedy would ensure that the person being prosecuted, not the government, receives the benefit of the doubt in every case involving a law that is vague
or unclear.

Do Not Empower Agencies to Define New Crimes. Congress should not delegate
the power to establish crimes to unelected officials in federal departments and agencies. Common sense and limited-government principles demand that only elected
Members of Congress make those decisions. Only the American people’s elected representatives should make the decision that particular conduct is sufficiently heinous
that an offender should be labeled a criminal for committing it.
Repeal Unjust or Unnecessary Criminal Laws, starting with offenses that make it a
crime to engage in conduct that no reasonable American would know is unlawful.
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Honest mistakes should not result in prison time. Every criminal conviction should
require proof beyond a reasonable doubt that the person acted with criminal intent.
Congress must end the risk that a person can be arrested, convicted, and punished,
for example, for failing to affix a federally mandated sticker to an otherwise lawful
UPS package. To prevent that outcome, Congress should not make regulatory conduct a crime unless a person has acted “willfully”—that is, intended to flout the law.
Congress also should adopt a default mens rea bill which would insert a default mens
rea standard into any criminal statute lacking a mens rea element unless Congress
makes clear in the statute itself that the omission was intentional. Congress should
also enact a mistake of law defense. Under that defense, if no reasonable person
would have known that the charged conduct was a crime, a person could not be held
criminally liable for it.
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FACTS AND FIGURES
ȖȖ

The number of criminal offenses in the U.S.
Code increased from 3,000 in the early 1980s
to 4,000 by 2000 and over 4,450 by 2008.

ȖȖ

Today, it is estimated that nearly 5,000 federal
statutes and over 300,000 regulations (nobody
knows the exact number) contain potential
criminal penalties for violations, and that is just

at the federal level, with dozens more being
proposed and implemented every year.
ȖȖ

Practically all inherently wrongful conduct has
been criminalized several times over, yet from
2000 through 2007, Congress enacted 452
new criminal offenses.
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Protecting Second
Amendment Rights
THE ISSUE

T

he Second Amendment right of Americans to “keep and bear Arms” has been recognized by the Supreme Court of the United States in two recent and significant
cases: District of Columbia v. Heller (2008) and McDonald v. City of Chicago (2010).
Those decisions declared unconstitutional the virtual ban on the ownership of handguns imposed by Washington, DC, and Chicago, Illinois, making clear that the Second
Amendment grants an individual the right to bear arms in defense of one’s home, and
that this right applies against federal, state, and local governments. The Supreme
Court has not yet addressed the important issue of whether citizens have a constitutional right to carry a weapon in public (either concealed or open-carry) to help ensure
their safety. The lower federal courts have split on whether the Second Amendment
guarantees gun rights outside one’s home or business.

Although the Supreme Court has acknowledged the right of the government to impose
reasonable regulations on the ownership and use of firearms, the federal government’s
role must be limited and constrained by constitutional principles. Moreover, federal,
state, and local governments have a constitutional obligation not to restrict Second
Amendment rights unreasonably by making it unduly expensive or burdensome for
ordinary Americans to purchase, own, carry, or use a firearm. Citizens have the right to
defend themselves, their families, and their property.
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The Second Amendment guarantee is a right that is fundamental to a free society,
which in turn ultimately depends on personal responsibility. Many existing and several recently proposed gun control laws do not correlate with decreased violence, but
instead hamper the ability of law-abiding citizens to defend themselves and their families. Incidents of mass violence, often perpetrated by individuals with severe mental
illness (against whose possession of guns, laws attempt to protect), should not be used
by policymakers as an opportunity to restrict constitutional rights. Lawmakers have
an obligation to be faithful to the original public meaning of the Second Amendment.
Understandable revulsion at incidents of violence committed by dangerous or unhinged individuals should not cause a rush to judgment on prescriptions that violate
first principles, ignore the real root causes of complex societal problems, or disregard
careful social science research.
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RECOMMENDATIONS
The Federal Government Should Not Pass Any New Ban of Any Particular Type
of Firearm.
The Federal Government Should Not Be Allowed to Establish a National Gun
Ownership Registry.
Instant Background Checks Should Be Conducted Only to Prevent Individuals Who Are Currently Prohibited by Law from Possessing a Firearm, such as
convicted felons and individuals who have been adjudicated to be mentally ill, from
purchasing firearms from commercial dealers.
The Ability of Citizens to Engage in Otherwise Lawful Private Sales of Their
Firearms Should Not Be Restricted.
States Should Allow Citizens to Obtain Concealed-Carry Permits with No Requirement of Demonstrating to Government Officials “Good Cause” or Overly
Expensive Training.
A Concealed-Carry Permit Granted by Any State Should Be Given Full Faith
and Credit by All Other States.

CONSTITUTIONALISM

Citizens Should Be Able to Purchase Firearms Across State Lines as They Are
Able To Purchase Other Products Regardless of the State of Their Residence.
The U.S. Senate Should Not Consent to U.S. Ratification of the Arms Trade
Treaty, which nominally seeks to control the illicit international trade in arms and set
standards for the licit trade, but which in application could restrain U.S. policymaking
with respect to arms sales. This would undermine the ability of the U.S. to govern itself
under the Constitution.

FACTS AND FIGURES
ȖȖ

ȖȖ
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Armed citizens are less likely to be injured by
an attacker, and the number of defensive gun
uses may be as high as 2.1 million to 2.5 million
times per year.
The rate of mass killings, defined as four or
more fatalities in a 24-hour period, peaked (on
a per capita basis) in 1929, and there has not
been any upward trend in the number of mass
shooting incidents.

ȖȖ

According to the FBI, the total U.S. homicide
rate has fallen by over half since 1980, and the
gun homicide rate has fallen along with it.

ȖȖ

While gun ownership doubled in the late 20th
century, Americans are safer today from violent crime, including gun homicide, than they
have been at any time since the mid-1960s.
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ȖȖ

ȖȖ

In localities where right-to-carry laws have
been enacted, communities have seen a
decline in murder rates and instances of other
violent crimes.
The number of unintentional deaths due to
firearm-related incidents accounted for less
than 1 percent of all unintentional fatalities
in 2010.

ȖȖ

Firearms-related death rates for youths age
15–19 declined from 1994 to 2009.

ȖȖ

The vast majority of gun-related deaths are
suicides, not homicides.

ȖȖ

Gun buyback/turn-in programs are ineffective
at reducing crime, and there is no evidence
that so-called assault weapons bans or gunfree zones reduce gun-related violence.
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Rebuilding Constitutional
Government
THE ISSUE

O

n their very first day in office, all elected and appointed officials at all levels of
government swear an oath to uphold the Constitution. The governing institutions
they then join, however, bear little resemblance to the ones envisaged by the Framers
of our Constitution. No plausible reading of the Constitution could lend legitimacy to
our current form of government: the administrative state.
Whereas the Constitution houses all legislative power at the national level in Congress, Congress today routinely delegates its legislative powers to the myriad agencies,
bureaus, and departments that make up the administrative state.
Whereas the Constitution carefully separates the legislative, executive, and judicial
powers of the national government, many administrative agencies today combine all
three: they issue regulations that have the force of law, enforce these regulations, and
also adjudicate disputes arising from the application of these regulations.

Whereas the principle of the rule of law undergirds the entire Constitution, it is now
frequently flaunted by legislators who enact statutes filled with special carve-outs,
by Presidents who selectively enforce laws to reflect their own policy preferences,
by bureaucrats who implement regulations in an often arbitrary and capricious
manner, and by a strange combination of judicial activism and judicial abdication on
the bench.
To reinvigorate our democracy, get government under control, and refocus it on its
core functions, we must strengthen the still-widespread public sentiment against the
excesses of the administrative state into a settled understanding of the nature and purpose of constitutional government in a federal republic.
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Whereas the Constitution creates a federated republic in which the states retain much
latitude to enact policies tailored to the needs of their residents, they now too often
act like administrative sub-units of the federal government tasked with implementing
national policies.
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The restoration of constitutional government will not occur all at once or across the
board. Nor will it result from a single election, judicial decision, executive order, comprehensive piece of legislation, or constitutional amendment.
Those committed to the task of rebuilding limited constitutional government should
not be distracted by illusory silver-bullet solutions that are sold to the public with a
promise to dismantle overnight the deeply entrenched administrative state. Rather,
they should focus on concrete, targeted reforms that reintroduce constitutional limits
by focusing the national government on its primary obligations and restoring its responsibility and democratic accountability.

RECOMMENDATIONS

CONSTITUTIONALISM

Think and Speak Constitutionally. It is incumbent upon public officials to articulate how their constitutional responsibilities inform and guide their actions and the
public-policy choices they make—not just on Constitution Day, but every day. Senators
and Representatives should do this in committee deliberations and floor debates on
proposed legislation (as should judges in their written opinions; Presidents in their
executive orders, signing statements, and official addresses; and state and local officials, who also swear an oath to uphold the Constitution, whenever appropriate). This
teaches the general public that the way in which policy is made matters as much as the
particular policy outcomes. It also makes clear that Congress is bound to interpret,
apply, and enforce the Constitution—and not simply defer to the courts on all constitutional matters. America is a constitutional republic, and its officials—federal and
state alike—should act accordingly.
Do Not Nationalize Every Issue. America is a vast, populous, and diverse country
that is home to some 320 million people. It confronts numerous social, fiscal, and
political problems—most of which are not the proper concern of Congress. Congress’s
17 specific areas of responsibility are enumerated in Article I, Section 8 of the Constitution and it should limit itself to legislating in those areas only. Candidates and
Members of Congress should develop the habit of publicly acknowledging that certain
problems should be dealt with at the state or local level and that others should remain
the concern of private individuals, free markets, and civil society. They should then
develop issue-specific expertise to learn what it will take in each area to restore such
proper authority.
Revive Competitive Federalism. Contrary to what many conservatives and libertarians think, federalism is not in the service of the states. It is in the service of the
American people. States possess no rights—people do. Properly understood, federalism not only limits power, it also aims to create competition between the states,
thereby creating incentives for them to enact policies that retain and attract citizens.
Just as importantly, federalism allows for considerable political diversity. A national
consensus on all of the most divisive political issues is not possible in a country of our
size. Within the confines of the Constitution, states should therefore be free to enact
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whatever policies they deem appropriate. To revive competitive federalism, Congress
should focus on its core constitutional responsibilities. Because Congress is now
involved in so many areas, Members of Congress will have to propose issue-specific
reforms that will restore constitutional governance in each of these areas. Congress
should also stop trying to induce states to adopt its preferred policies by tying federal
funding to them. Revenue raising, policy setting, and appropriating ought to all be
done by the same government.
Legislate Rather than Delegate. Americans expect Congress to accept direct
responsibility for the laws it enacts and for the effect of those laws on the personal
and economic lives of ordinary citizens. Congress should therefore cease delegating
excessive legislative power to administrative agencies—either explicitly or by passing
vague laws couched in broad, aspirational language. Congress needs to write clear and
concise statutes to accomplish their 17 legislative obligations specified under Article I,
Section 8. When a limited delegation of legislative power to an agency is required as a
practical necessity, Congress should clearly stipulate the statutory boundaries and the
guiding principles by which executive regulations are to be crafted.
Legislate Clearly and Openly. For too long, Congress has passed massive laws written behind closed doors that most Members of Congress neither read nor understand.
Each house of Congress should adopt a rule requiring the public posting of the text of
each bill and major amendment not less than 72 hours before floor debate on that bill
or amendment. In addition, for the sake of clarity and accountability, all language in
proposed legislation should be accompanied by a document clearly marking all changes and deletions from existing law, as is now often done for committee-reported bills.

Reclaim the Power of the Purse. The Framers of the Constitution regarded the
power of the purse as “the most complete and effectual weapon with which any constitution can arm the immediate representatives of the people, for obtaining a redress of
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Reinforce Congressional Control of Major Rules. Under the Congressional
Review Act (CRA), Congress has 60 days to enact a joint resolution of disapproval of
any major rule, thereby rendering it null and void (if the President signs it). A rule fits
this category if it either has an annual effect on the economy of $100 million or more;
or results in a major increase in costs to consumers, individual industries, or federal,
state, or local agencies; or adversely affects competition, employment, investment,
productivity, and innovation, undermining the ability of firms to compete in domestic
or foreign markets. In practice, the CRA has rarely been invoked. Recent Congresses
have tried to pass the Regulations from the Executive in Need of Scrutiny (REINS) Act
which would reverse the burden of action by requiring that the House and Senate each
affirmatively enact a bill that would embody a major rule before it can be enforced.
Like all legislation, the bill would be signed or vetoed by the President. Thus, any issue
of controversy over the rules would become a highly visible public policy question to
be settled in open debate and in broad daylight. The REINS Act holds great promise of
reversing the accelerating trend toward congressional delegation of legislative authority and limiting the powers of an opaque administrative state.
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every grievance, and for carrying into effect every just and salutary measure” (Federalist 58). As such, the Constitution requires that all bills for raising revenue originate in
the House, the branch of Congress that is closest to and most dependent on the people.
In recent years, Congress has taken to delegating its taxing and appropriating powers
by empowering agencies to raise their own revenues, independently of any legitimate
fees they collect. For example, the Consumer Financial Protection Bureau draws its
funds from the profits of the Federal Reserve Banks (up to a statutory cap) and is thus
entirely independent of congressional appropriations. The Federal Communications Commission’s Universal Service Program and the Public Company Accounting
Oversight Board created by the Sarbanes–Oxley Act are also self-financing. Congress should revoke the statutory authorizations that make such agency self-financing possible.

CONSTITUTIONALISM

Confirm Only Constitutionally Faithful Judges. Judicial appointments and
confirmations are important opportunities to foster discussion on the proper role of
judges and the proper way to interpret the Constitution. This does not mean invoking
bromides like “judicial restraint,” “calling balls and strikes,” or “not legislating from
the bench.” Fidelity to the Constitution may require judges to deem certain statutes
unconstitutional in cases before them. Senators should scrutinize nominees’ approach
to constitutional interpretation. Rather than press them on the outcome of past cases
or try to discern their own policy preferences, they should be asked how they interpret
particular clauses of the Constitution—in particular the clauses that have been most
abused by Congress, Presidents, and the Courts.
Strengthen and Streamline the Federal Civil Service. Each year only about 0.15
percent of federal employees—less than one in 600—are fired. The President should be
given direct authority to terminate any federal employee who, on the recommendation
of an agency head and the approval of the Director of the U.S. Office of Personnel Management (OPM), has done a major disservice to the public and has brought the service
into disrepute. In addition, existing federal civil service laws, rules, and regulations
should be updated, particularly the Civil Service Reform Act of 1978, to ensure that
America is attracting the most talented personnel to the service, providing for ample
probation for new hires before permanent appointment, and improving the conditions
for efficient and effective federal management.

SELECTED ADDITIONAL RESOURCES
The Heritage Guide to the Constitution, available online at http://www.Heritage.org/constitution.
Gary S. Lawson “Limited Government, Unlimited Administration: Is it Possible to Restore Constitutionalism?” Heritage
Foundation First Principles Series Report No. 23, January 27, 2009.
Robert E. Moffit, “How to Roll Back the Administrative State,“ Heritage Foundation Center for Policy Innovation Discussion
Paper No. 1, February 17, 2011.

134


The Heritage Foundation
Robert E. Moffit, “Why Congress Must Confront the Administrative State,” Heritage Foundation Center for Policy Innovation
Lecture No. 5, April 2, 2012.
Joseph Postell, “From Administrative State to Constitutional Government,” Heritage Foundation Special Report No. 116,
December 14, 2012.
Keith E. Whittington, “How to Read the Constitution: Self-Government and the Jurisprudence of Originalism,” Heritage
Foundation First Principles Series Report No. 5, May 1, 2006.
Christopher Wolfe, “From Constitutional Interpretation to Judicial Activism: The Transformation of Judicial Review in
America,” Heritage Foundation First Principles Series Report No. 2, March 3, 2006.

CONSTITUTIONALISM

135



Role of the Courts
THE ISSUE

T

he Founders recognized that too much power accumulated in any single branch
of government is a significant threat to liberty. They sought to avoid this threat
by separating power, both among the three branches of the federal government and
between the federal government and the sovereign states, in a system of checks and
balances that would prompt ambition to counteract ambition. They gave each branch
authority to exercise and an interest in defending its own prerogatives, thereby limiting the ability of any one branch to monopolize governmental authority. Accordingly,
the Founders vested the power to make the laws in Congress, the power to enforce the
laws in the President, and the power to interpret the laws and decide concrete factual
cases with the courts.

The Marbury Court, however, did not claim that the courts possessed the exclusive
or supreme authority to interpret the constitutionality of laws. The other branches of government have an independent obligation to uphold the Constitution. The
President, for example, takes an oath to support the Constitution and carries out this
oath by determining which bills to sign into law. While the President may sign or veto
legislation for political or policy reasons, in order to faithfully discharge his oath, he
must veto legislation if he believes that it would violate the Constitution. If the law was
signed by one of his predecessors, a President may engage in constitutional interpretation by choosing not to enforce it if he honestly believes it to be unconstitutional.
Members of Congress also take an oath to support the Constitution. Congress interprets the Constitution by deciding which laws to enact. Congress may (and does)
choose to enact or reject legislation for political or policy reasons, but when its Members reject legislation that would violate the Constitution, they are acting in accordance with their oaths.
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In explaining judicial power under the Constitution, Alexander Hamilton noted that
the courts would have the authority to determine whether laws passed by the legislature were consistent with the fundamental and superior law of the Constitution. Any
law contrary to the Constitution was void. The Supreme Court of the United States
famously announced its authority to rule on the validity of laws—known as judicial review—in Marbury v. Madison. In that decision, Chief Justice John Marshall declared:
“It is emphatically the province and duty of the judicial department to say what the
law is.”
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That is how our system is intended to work, but the Supreme Court, over time, has
grabbed power by declaring that “the federal judiciary is supreme in the exposition of
the law of the Constitution.” The Court has even gone so far as to declare that its decisions interpreting the Constitution are the supreme law of the land, and the political
branches have largely acceded to these bloated claims. For example, when Congress
was considering the Patient Protection and Affordable Care Act (popularly known as
Obamacare), some Members scoffed at questions about the Act’s constitutionality and
stated that such questions were for the Supreme Court, not Congress, to decide—a flagrant abdication of Congress’s role in determining the constitutionality of legislation.
Not only have federal courts grabbed power, but they also have changed how judges
carry out one of the core functions of the judiciary: interpreting laws. The proper role
of a judge in a constitutional republic is a modest one. Ours is a government of laws
and not of men. This basic truth requires that disputes be adjudicated based on what
the law actually says and according to its original public meaning rather than the
whims and personal wishes of judges.

CONSTITUTIONALISM

In determining whether a contested law is consistent with the Constitution, judges act within their proper judicial power when they give effect to the original public
meaning of the words of the law and the Constitution. Judges acting in accordance
with their constitutional duties will at times uphold laws that may be bad policy and
strike down laws that may be good policy. Judicial review requires the judge to determine not whether the law leads to good or bad results, but whether the law violates
the Constitution.
In recent decades, some judges have engaged in judicial activism, deciding cases
according to their own policy preferences rather than by applying the law impartially
according to its original public meaning. They have become enamored of ideas like
“living constitutionalism,” the theory that the Constitution evolves and changes not
through the amendment process set out in the Constitution itself, but as a result of the
decisions of judges who supposedly serve as the supreme social arbiters. They have
drawn on external sources like foreign laws when the outcome they desired did not
comport with the original public meaning of the law under review.
Several egregious examples of judicial activism have occurred over the past decade at
all levels of the judiciary.
ȖȖ

In upholding the IRS’s extension of tax credits to the federal health
care exchange established pursuant to the Affordable Care Act in
King v. Burwell, the Supreme Court contorted the plain text of the statute
to uphold President Obama’s signature legislative achievement for a
second time.

ȖȖ

In the area of gun rights, an appeals court ruled that the Second
Amendment did not apply to the states and does not even implicate
a fundamental right—a position that ignored a century’s worth of
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interpretation of constitutional rights and was repudiated by the
Supreme Court in McDonald v. Chicago, but only by a 5–4 vote.
ȖȖ

In recognizing a constitutional right to marriage that includes same-sex
couples in Obergefell v. Hodges, the Supreme Court issued a decision
that even supporters of the ruling have described as unintelligible and
poorly reasoned.

ȖȖ

In Kelo v. City of New London, the Supreme Court interpreted the Takings
Clause of the Constitution to allow government to seize citizens’ homes—
not to build a road or fulfill some other public use as is required by the
Fifth Amendment, but to transfer the property to a private corporation
because it could pay more taxes.

The outcome of many other cases currently pending in courts across the country will
depend on whether the judges deciding the cases adhere to what the Constitution
requires or decide to adhere to their personal policy preferences. Regrettably, President Obama has said that he wants to appoint judges who will make decisions based
on empathy rather than on what the law as it is written requires. His appointment of
Justices Sonia Sotomayor and Elena Kagan to the Supreme Court, as well as numerous
appointments to the lower federal courts, demonstrates that he is largely succeeding.

RECOMMENDATIONS

Public Officials Should Help to Ensure that Those Who Are Selected to Be
Judges Will Faithfully Interpret the Constitution and Laws as Written. This
means that the judge will follow and apply the text’s public meaning at the time of its
enactment, regardless of whether the judge personally approves of the outcome or
would prefer a different outcome. At the federal level, the President should nominate
and Senators should confirm only such faithful constitutionalists. At the state level,
officials with appointing authority should do the same. In states with an elected judiciary, public officials should encourage citizens to evaluate every judicial candidate’s
approach to judging, including the candidate’s record of fidelity to the Constitution
and laws as written.
Senators Should Vigorously Question Judicial Nominees Regarding Their Philosophy of Judging. Senators have the duty to gauge whether nominees will be faithful to the original meaning of the Constitution and laws. Senators should ask nominees
what role, if any, empathy will play in their decision making. Will nominees interpret
the Constitution according to its original meaning or according to their personal views
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Elected Officials Should Seek to Promote Robust Dialogue Regarding the
Importance of Approving Constitutionalist Judges. They should seek to educate
the American people about the threat of judicial activism and pledge to promote the
appointment or election of constitutionalist judges.
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of “evolving standards”? Additionally, they should question nominees’ positions on
the role that foreign law should play in interpreting the U.S. Constitution and laws.
Senators Should Carefully Examine Their Role in the “Advice and Consent”
Process. The President has the constitutional duty to nominate judges to the federal courts, but Senators have a constitutional duty to advise him and give or withhold
their consent to the appointment of these judges. In addition to considering the
experience, intelligence, and integrity of judicial nominees, Senators should seriously consider whether nominees demonstrate that they will apply the laws as they are
written. In casting their votes, Senators must keep in mind their own oath to protect
and defend the Constitution.

CONSTITUTIONALISM

FACTS AND FIGURES
ȖȖ

Justice Ruth Bader Ginsburg will be 83 and
Justices Antonin Scalia and Anthony Kennedy
will be 80 by Election Day 2016. Should either
Scalia or Kennedy retire and be replaced with
a liberal activist justice, the current balance
of the Supreme Court would be significantly altered.

ȖȖ

The Supreme Court currently hangs in a
delicate balance. Only a few of the current
justices have demonstrated that they are
faithful and consistent constitutionalists. The
others are either liberal activists or inconsistent
in their approach.

ȖȖ

In recent terms, 20–30 percent of decisions
were decided by 5–4 votes. Some of the most
significant decisions over the past few years

have also been decided by 5–4 votes, including
NFIB v. Sebelius, upholding the Obamacare
individual mandate to purchase health insurance; McDonald v. Chicago, recognizing that
the Second Amendment applies to the states;
Burwell v. Hobby Lobby, protecting small family-owned businesses from the anti-conscience
Department of Health and Human Services
mandate; and Obergefell v. Hodges, creating a
constitutional right to marriage that includes
same-sex couples.
ȖȖ

Because the Supreme Court hears fewer than
80 cases per term, the federal appellate courts
are often the last resort for citizens challenging
an injury. It is therefore vitally important that
constitutionalist judges are nominated and
confirmed for the circuit courts as well.
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Voter Integrity
THE ISSUE

A

s long as elections put people into positions where they can make decisions about
how much the government will spend, who will receive benefits, and how the government will exercise its power, some individuals will attempt to steal them. Examples
abound, from the 135 percent of the eligible voters who turned out for an 1844 election
in New York to the infamous Ballot Box 13 in Lyndon Johnson’s 1948 Senate election.
The 1997 Miami mayor’s race was overturned because of more than 5,000 fraudulent
absentee ballots. A mayoral election in East Chicago, Indiana, in 2003 and a state
senate race in Tennessee in 2005 were also overturned because of voter fraud. In 2013,
four individuals in Indiana were convicted of forging signatures on the ballot petitions
that qualified Barack Obama for the state’s May 2008 primary election.
As the Supreme Court of the United States recognized when it upheld the constitutionality of Indiana’s voter identification law in 2008, flagrant examples of voter fraud
“have been documented throughout this Nation’s history by respected historians and
journalists.” Those examples “demonstrate that not only is the risk of voter fraud real
but that it could affect the outcome of a close election.”

The right to vote in a free and fair election is the most basic civil right, one on which
many of the other rights of the American people depend. Congress and the states can
and should guarantee that every eligible individual is able to vote and that no one’s
vote is stolen by fraud.

RECOMMENDATIONS (FEDERAL POLICY)
Require All Voters in Federal Elections to Present Photographic Identification,
Issued by the Federal, State, Local, or Tribal Government, When They Vote at
Their Polling Place and to Send Copies of Such Identification When Submitting
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Many partisan activists, liberal academics, and media elites deny that voter fraud
exists or that any action is needed to protect the integrity of our election process.
However, the nonpartisan Commission on Federal Election Reform, chaired by former
President Jimmy Carter and former Secretary of State James A. Baker III, found that
our “electoral system cannot inspire public confidence if no safeguards exist to deter
or detect fraud or to confirm the identity of voters.”
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an Absentee Ballot. Such ID should be provided free of charge to those who request
it for voting purposes.
Make All Federal Databases at the Social Security Administration and the Immigration and Customs Divisions of the Department of Homeland Security Available to State Election Officials to Verify the Citizenship of Registered Voters.
Require All Federal Courts to Notify State Election Officials When Individuals
Whose Names Are Drawn From Their Voter Registration Rolls Are Excused
from Jury Duty Because They Claim They Are Not U.S. Citizens.
Amend the National Voter Registration Act of 1993 to Allow States to Purge
Individuals Who Have Not Voted in Two Federal Elections. This should hinge
on the provision that these individuals have been sent written notice that they will be
removed unless they contact election officials within a certain period of time.
Sunset the U.S. Election Assistance Commission, a Federal Agency Created in
2002 to Administer a One-Time Grant of Federal Funds to the States. Having
this unneeded federal agency in place will tempt Congress to give it expanded authority to impose federal mandates through federal regulations, which could lead eventually to the complete takeover of the election process by the federal government.

CONSTITUTIONALISM

Direct the Department of Defense to Create Voter Registration Offices on All
Military Installations to Provide Voting Assistance to Military Personnel and
Their Families, and Allow Nonpartisan Veterans Groups to Conduct Voter Registration Drives at Base Commissaries or Other Public Locations on Bases.

RECOMMENDATIONS (STATE POLICY)
Require All Voters to Present Photographic Identification, Issued by the Federal, State, or Local Government, When They Vote at Their Polling Place and
to Send Copies of Such Identification or Their Driver’s License Number When
Submitting an Absentee Ballot. Any individual who does not have identification
should be entitled to receive it free from state authorities. Both academic studies and
election results show that identification requirements do not depress the turnout of
voters, including eligible minority voters. The vast majority of voters of all parties,
races, and ethnic backgrounds support such a requirement, which increases public
confidence in the integrity of elections.
Require All Individuals Who Register to Vote to Provide Documentation Establishing that They Are U.S. Citizens. States have an interest in preventing dilution of
the votes of their citizens at the state level and must maintain citizen-only voting rolls
for federal elections. When a state issues a driver’s license to a noncitizen who is in the
country legally or illegally, the license should indicate on its face that the holder is not
a U.S. citizen.
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Require State and Local Election Officials to Verify the Accuracy of New Voter
Registration Information Against Other Available State and Federal Databases. Section 303 of the Help America Vote Act of 2001 (HAVA) requires states to
coordinate their voter registration lists with “other agency databases” and to “verify
the accuracy of the information provided on applications for voter registration.” Some
election officials are not complying with this law and not verifying new voter registration information against other available databases such as Department of Motor Vehicles driver’s license records and Social Security Administration records. Legislators
should implement this requirement as a state law to ensure that their state election
officials will follow this common-sense requirement.
Require Individuals Who Register by Mail to Vote in Person the First Time
They Vote. Section 6 of the National Voter Registration Act allows states to implement such a requirement, although it cannot apply to any voter entitled to vote by
absentee ballot or other than in person under the Uniformed and Overseas Citizens
Absentee Voting Act or the Voting Accessibility of the Elderly and Handicapped Act.
Require All Individuals Who Register to Vote by Mail-In Forms, Whether
Mailed Back to Election Officials or Hand-Delivered by the Individual or
Third-Party Organizations, to Comply with the Applicable HAVA Provision.
HAVA requires persons who register to vote by mail and who have not previously voted
in a federal election to provide a copy of certain identification documents when they
register or the first time they vote, but some states have interpreted this to apply only
to voter registration forms received through the mail and not to such forms delivered
through other means.

Require All State Courts to Notify Election Officials When Individuals Whose
Names Are Drawn from the Registration Rolls Are Excused from Jury Duty
Because They Claim They Are Not U.S. Citizens or No Longer Live in the Jurisdiction. This would allow local election officials to remove ineligible voters and refer
them for possible prosecution. Running data comparisons between voter registration
addresses and property tax rolls is also recommended to detect individuals who are
registering illegally at commercial addresses or vacant lots.
Require that Each State Enter into Agreements with Other States, such as the
Interstate Voter Registration Crosscheck Program Administered by the State
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Require that All Third-Party Organizations that Conduct Voter Registration
Drives Put the Name of Their Organization and the Volunteer or Employee
Handling Each Registration on the Voter Registration Form, and Require that
All Completed Forms be Returned to Election Officials Within 10 Days of the
Date the Forms Are Executed by the Voter. This would allow election officials to
identify which organization and individual handled voter registration forms that are
found to be incomplete or fraudulent and to ensure that completed registration forms
are provided to election officials on a timely basis so that they can be properly processed before the state’s pre-election registration deadline.
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of Kansas, to Compare Voter Registration Lists to Find Voters Who Are Registered in More than One State. Because there is no national voter registration list, it
is relatively easy for individuals to register in more than one state without detection.
Such agreements are critical to detecting and deterring double registration and possible double voting.

CONSTITUTIONALISM

FACTS AND FIGURES
ȖȖ

The Constitution reserves to the states the
exclusive authority for most election decisions,
including voter qualifications, except that Congress may alter the “Times, Places and Manner
of holding Elections” for Congress and may set
the “Time” for choosing electors and the “Day”
on which they cast their votes for President.

ȖȖ

The federal and state governments have a
shared responsibility to ensure the security
and integrity of the election process.

ȖȖ

The evidence of voter fraud from specific cases
shows what types of laws and regulations are
most effective in preventing and deterring
fraud. Heritage has a growing database of
fraud cases from across the country at
http://www.Heritage.org/issues/legal/elections.

ȖȖ

A 1984 New York grand jury report detailed
extensive voter registration fraud and impersonation fraud at the polls that was carried out
for 14 years in state and federal elections.

ȖȖ

A Chicago grand jury report described an
extensive system of voter registration fraud
and vote theft that resulted in 100,000
fraudulent votes being cast in the 1982
election. The U.S. Attorney estimated that at
least 80,000 illegal aliens registered in Chicago
were also voting. Many other states have had
similar problems.

ȖȖ

The Milwaukee police department’s investigation of the 2004 election, which included
comparison of the voter registration list with
other records such as motor vehicle records,
telephone directories, Assessor’s Office
records, and U.S. Postal Service records,
detailed numerous problems such as felons
and nonresidents registering and voting,
as well as voters registered at commercial
addresses that were clearly not residences.

ȖȖ

A Pew Study shows that 24 million voter
registrations are inaccurate, out-of-date, or
duplicates, with 2.8 million people registered
in two or more states, and 1.8 million deceased
individuals still registered.
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Cybersecurity
THE ISSUE

N

o threat facing America has grown as fast or in a manner as difficult to understand as has cybersecurity. The media vacillate between claiming that the threat
is nothing but hype and panicked cries that the digital sky is falling. Neither position
is correct.
President Bush took strong steps to improve the overall security of the nation’s networks, and it seemed that President Obama was following suit. Securing cyberspace
was a very early priority for the Obama Administration, which was wise enough to use
former Bush appointees to set the tone and maintain some continuity, but the initial
flurry of activity was not followed up in a consistent and effective manner.

There have been several legislative fights over cyber bills. They have been characterized repeatedly as partisan battles that have left America exposed to a growing variety
of cyber threats, but this is a very inaccurate and self-serving view. In fact, every cyber
bill that has been introduced has had bipartisan support as well as bipartisan opposition. The fight is not over a need for appropriate cyber legislation; it is over how one
defines “appropriate.”

Russia is the most sophisticated cyber threat, with China as a close second. China also
has a strong desire to jump-start its economic efforts by rampant theft of commercial
intellectual property. This fact is common fodder for the news media but is actually a greater problem than the news illustrates. Iran and North Korea are much less
sophisticated than the two giants, but what they lack in expertise they make up for in
malice. For example, the 2012 “Shamoon” virus unleashed upon the Saudi ARAMCO
oil production company was a brute-force attack that destroyed 30,000 computers,
and the recent cybersecurity breach of the Office of Personnel Management, a campaign believed to be undertaken by the Chinese government, resulted in compromised
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The main point of contention is the degree to which federal regulatory powers should
play a role in cybersecurity. Many seem to think reflexively that this 19th-century
solution is the answer. Those with a little more understanding of the dynamic and
fast-moving nature of cybersecurity see regulation as far too slow and clumsy to be of
any benefit and recognize that it might actually hinder security by building a culture
of mere compliance with regulations and a false sense of security against enemies who
are agile, motivated, and clever.
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information of approximately 4 million federal employees. Attacks such as these have
shown the U.S. that countries like China have the capabilities to inflict serious damage.
North Korea has also used high-profile cyberattacks against the U.S., with the most
notable being the one launched against Sony Pictures Entertainment, allegedly over a
movie depicting North Korea in a negative light. The hackers took terabytes of private
data and released confidential information to the public, including five Sony movies.
To address this growing threat, the U.S. should leverage the forces of the market, motivating the private sector to make the sort of continual and dynamic investment needed
to really secure our diverse networks. Heritage Foundation analysts have developed
steps to do this that should be taken legislatively to begin the process of improvement
that is so badly needed.

RECOMMENDATIONS

DEFENSE

At the time of this writing, the House and the Senate had passed largely beneficial
cybersecurity information-sharing legislation. In their current forms, they are a good
step in the right direction in terms of affirmatively giving public and private organizations the ability to share information and providing clear liability protection for such
sharing. Now there are other things that the U.S. should focus their attention on. Congress should pursue a cybersecurity policy that avoids a cumbersome and expensive
regulatory approach and includes six key elements that will produce truly dynamic
cybersecurity defenses. Such an approach should:
Undertake Stronger International Cybersecurity Engagement. If the U.S. is to
take a more active role in combatting cybercrime and espionage, then a more comprehensive set of policies are needed. With allies and friends, the U.S must continue and
increase cooperation and coordination. The U.S. should lead international efforts to
“name and shame” nations that use cyberspace for malicious purposes, either against
other nations or their own people. Regrettably, after some movement toward this
policy, the Obama Administration recently went in the wrong direction by striking an
agreement with China to stop economic cyber-espionage. The Chinese, however, had
no intention of abiding by this agreement as they have a dramatically different view
of cyberspace and warfare. For them, their cyber operations are just parts of their
larger warfare strategy during peacetime. Furthermore, they have already broken
their word, yet more proof that this agreement will do nothing to keep the U.S. safe in
cyberspace. The U.S. must respond to aggressive cyber campaigns by other nations by
causing those nations to feel diplomatic and economic pain to deter cyber-aggression.
Large-scale, state-sponsored cyber-espionage must be deterred by making the cost to
bad actors unacceptably large or frustrating. The U.S. response should include ceasing
naive cooperation, curtailing visas for guilty parties, and subjecting those with stolen
information and intellectual property to criminal charges and other legal action. Furthermore, many bad cyber actors also maintain some form of control over the Internet
in their country. The U.S. should explore ways to weaken these nations’ grip on the
Internet in order to weaken their control of the populace. All of these efforts should be
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tied to the completion of a coherent national conversation concerning the entire array
of cyberspace issues.
Allow and Encourage the Development of a Valid and Effective Cyber-Insurance Business. The first step is for the government to encourage the gradual development of liability standards as a result of common-law development and private-sector
organizations. This is arguably the most difficult step, but if done with industry cooperation, it could hugely enhance security awareness and activities. As cybersecurity
risks and liabilities are better understood, cybersecurity insurers could take the lead in
developing “actuary tables” from which they could sell insurance on a risk-based model: The better a company’s security, the less it pays in premiums. These market-driven
solutions would push the private sector to invest in appropriate levels of cybersecurity
without the threat of outdated and onerous government regulations.
Protect the Cyber-Supply Chain. Given that the components of computers, tablets,
smartphones, and pretty much everything else are made all over the world (many of
them in countries that pose a cyberthreat like China), this is a crucial step. A non-government organization needs to be established to evaluate supply-chain practices,
operations, and security methods, and its evaluations should be made public. It could
“give grades” to a tech company’s supply-chain operation, much as Underwriters Limited, the ubiquitous and nonprofit accreditor famous for its “UL” stickers on everything from toasters to computers, evaluates the safety of other products. If a company
received a very high “grade,” it could charge more for its tech products. If a buyer
wanted to economize, he could take a chance with less expensive but potentially less
secure items. Customers would be able to make informed risk-based decisions, and
many companies would have a profit motive to shore up their supply-chain practices.
Consider a Specified and Controlled Cyber Self-Defense Authority. Today, a
company does not know what its rights to self-protection against hackers really entail.
Who does a hacked company call—local police, the FBI? If it is attacked and has a
strong tech capability, can it fight back? No one wants vigilantes rampaging about with
no controls or parameters. To avoid that, any cyber legislation should establish basic
rules for self-defense that are legitimate and well known.

Develop and Keep a Superb Cyber-Workforce. Cybersecurity affects everyone and
everything we do in government, business, and the military. The U.S. needs to promote
STEM (science, technology, engineering, and mathematics) education and adjust visa
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Expand the Push for Real Awareness, Education, and Training. This effort was
started by the Obama Administration, but thus far it is too little and too seldom. This
effort must end both the ignorance and the hype. This has been given a lot of lip service, but there has been little effective action. Tell people the truth about cyber threats
and give them the tools to play a role in protecting themselves, their homes, and their
businesses. This must be a broad-based effort that reaches every community in America, at all levels. It must also be a regular part of training in every company and government entity. It should be done early, often, dynamically, and continuously.
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and certification practices to ensure that the best and brightest can use their skills to
advance U.S. security. This effort should also update the security clearances process
and use the pools of talent the U.S. already has in its military, businesses, and hacker
communities. Any law should enable this effort and foster it by all possible means.

FACTS AND FIGURES
ȖȖ

Targeted attacks on large organizations have
continued to increase, with an estimated rise
of 40 percent in 2014 from the year before,
but small and medium-sized organizations
still bear the brunt of the force by receiving 60
percent of all targeted attacks.

ȖȖ

In 2012, 40 percent of all data breaches
occurred due to intrusions by hackers, with
23 percent caused by accidental release and
another 23 percent caused by theft or loss.

ȖȖ

According to multiple cybersecurity firms, more
than 317 million new pieces of malware were
created in 2014. As the use of mobile devices
such as smartphones continues to expand,
cyber threats against these devices have also
grown. From 2011 to 2012, the families of mobile
malware increased by 58 percent, and the
number of variants within each malware family
increased by over 600 percent.

ȖȖ

In 2014, it was reported by security firms that
17 percent of all Android apps were malware in
disguise, and 36 percent of all mobile apps are
grayware (inadvertently harmful).

ȖȖ

As of July 2013, the Commission on the Theft
of American Intellectual Property assessed that
cybercrime and espionage by other countries
account for U.S. companies losing $300 billion
per year. Of this $300 billion, anywhere from
50 percent to 80 percent of those losses is
attributed to China.

ȖȖ

According to security firms, ransomware
attacks, which restrict computer access until
payment is made by the user, grew about 113
percent to 127 percent in 2014.
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Defense
THE ISSUE

T

he U.S. maintains a military force primarily to protect the homeland from attack
and to protect its interests abroad. There are secondary uses, such as assisting
civil authorities in times of disaster, deterring opponents from threatening America’s
interests, bolstering alliances, and underwriting diplomatic and economic initiatives.
The force’s primary purpose, however, is to make it possible for the U.S. to physically
impose its will on an enemy when necessary.
Consequently, the condition of the U.S. military is critical to America’s vital national
security interests, which include:
ȖȖ

Defense of the homeland;

ȖȖ

Successful conclusion of a major war that has the potential to destabilize
a region of critical interest to the U.S.; and

ȖȖ

Preservation of freedom of movement within the global commons (the
sea, air, outer-space, and, most recently, cyberspace domains) through
which the world conducts its business.

From the Korean War onward, the U.S. has found itself in a major war every 15 to 20
years and in each instance has used roughly the same size force. Further, a series of national-level studies undertaken over the past 25 years to determine the forces needed
to protect U.S. interests came to roughly the same recommendations for end strength,
major platforms, and large unit formations.
In general, the historical record and these studies indicate the U.S. needs an active
Army of 50 brigade combat teams, a Navy approaching 350 ships, an Air Force of at
least 1,200 fighter/attack aircraft, and a Marine Corps based on 36 battalions. A force
of this size would provide the U.S. the ability to fight a major war or handle a major
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To defend these interests effectively on a global scale, the U.S. needs a military force
of sufficient size and possessing relevant capabilities. The force also needs to be ready
for action—materially and competently. Materially, it should have modern equipment
in good condition and units appropriately manned and provisioned. Competently, it
should have the skills necessary to be effective in operations against an enemy.
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sustained contingency while also having sufficient capacity to sustain large-scale commitments elsewhere or respond to an emergent crisis should a major competitor try to
take advantage of a perceived “window of opportunity.” In other words, this force enables the country to handle one major crisis while deterring competitors from acting
opportunistically, an ability the U.S. maintained throughout the Cold War.
This consistency in force requirements should not be surprising given the practical
realities of war. Large forces are necessary to control territory or to deny the same to
an enemy force. Sustained stability operations require a large rotational base. In conventional combat operations, sizable forces are needed to replace combat losses and to
rotate fresh units into battle. In short, to defend national interests, numbers matter.
Small numbers of exquisitely equipped forces are inadequate to such situations and
can lead to a force that is overly sensitive to combat losses or is quickly worn down by
numerous deployments in rapid succession.

DEFENSE

Numbers also matter in preparing for the future. When the force is small and is already hard-pressed to meet current operational demands, little capacity is available to
do the things necessary to ensure the U.S. will be able to prevail against future threats
and to protect its interests in future settings the details of which one cannot know
beforehand. If new ways are needed to maintain a competitive advantage over opponents, then a portion of the force should be available for experimentation whether
by reducing current demands on the force or enlarging the force so that it can do all
the things being demanded of it. Instead, there is likely to be further reductions and
increased workload.
Regrettably, the U.S. continually cycles between ramping up for a crisis that no one
predicted or believed would happen and cutting the force to some bare minimum once
the crisis is over, with the pretense that another crisis is unlikely to come along in short
order or that we will somehow be able to predict when, where, and against whom it will
occur. In every instance, such prognostications have proven wrong, analysts and decision makers have been caught by surprise, and the military has had to respond to crises
with whatever it had available. This should tell us that true preparation for current and
future challenges starts with having the ability to protect multiple interests against varied threats simultaneously while also having the capacity to experiment, test, and train
the force to discover viable solutions to problems, equip the force appropriately, and
become proficient in the military capabilities more likely to be effective in the future.
Yet in spite of ample evidence that warns against weakening America, substantial cuts
in funding national defense and security have resulted in a steadily shrinking, aging,
and less ready force at a time when threats are growing more numerous, aggressive,
and capable.
Threats today include Russia, China, Iran, North Korea, and the aggregate challenges
to order and stability in key regions posed by Middle East and Afghanistan/Pakistan-based terrorist groups. None of these threats were considered worrisome just a
few years ago yet today they dominate news headlines.
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In fact, the past year has been a tumultuous one for the national security interests of
the U.S., to put it mildly.
ȖȖ

China has built islands in the South China Sea in defiance of international
efforts to resolve territorial disputes amicably and is moving to
militarize them.

ȖȖ

Russia continued its efforts to destabilize Ukraine and intimidate not
only the Baltic States, but also other key members of NATO.

ȖȖ

Iran increased its meddling in Iraqi affairs, sustained its support of
Hezbollah and Syria’s Bashar al-Assad, advanced its development of
ballistic missile technologies, and scored a major victory in retaining its
nuclear infrastructure and gaining relief from international sanctions in
spite of its years of serial violations of nonproliferation agreements and
its continuous support of terrorist organizations.

ȖȖ

The murderous Islamic State (ISIS) expanded its control of territories
in Syria and Iraq and extended its operations into Yemen, Afghanistan,
North Africa, and even Europe.

ȖȖ

Taking a page from ISIS’s playbook, Boko Haram doubled down on its
violent conquest of parts of Nigeria.

ȖȖ

The U.S. itself has suffered both casualties from the physical attacks
of Islamist-inspired terrorists and the virtual damage of cyberattacks
conducted by China and Russia, among others.

Yet the ability of the U.S. to respond to such challenges is troubling. Consider the current condition of the military:
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U.S. Army. As America’s primary land warfare component, the Army has continued
to reduce its end strength and accept greater risk to its modernization programs to
preserve readiness levels. The reduction in end strength since 2012 has had a disproportionate effect on the number of brigade combat teams (BCTs) the Army maintains.
The Active Army has been downsized from 552,100 soldiers and 45 BCTs in fiscal year
(FY) 2013 to 490,000 soldiers and 32 BCTs in FY 2015. Thus, a 12 percent reduction in
troop numbers resulted in a 29 percent reduction in BCTs. Worse, the Army is scheduled
to shrink further to 450,000 soldiers by the end of 2018. General Raymond T. Odierno,
former Chief of Staff of the Army, has stated that the Army can maintain only one-third
of its force at acceptable levels of readiness. Each shuttering of a BCT incurs a lengthy
restart cost. Specifically, “it takes approximately 30 months [two and one-half years]
to generate a fully manned and trained Regular Army BCT,” and “senior command and
control headquarters…take even longer.” As the Army shows, it is easy to cut and very
hard to rebuild.
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U.S. Navy. The Navy’s mandate is “to be where it matters, when it matters.” To this
we should add “with sufficient capacity to matter.” As the military’s primary maritime
force, the Navy enables the U.S. to project military power in the maritime and air
domains, a critical capability in war, crisis response, and peacetime engagement missions. Unlike land forces (or even, to a large extent, air forces), which are tethered to a
set of fixed, larger-scale support bases, the Navy is able to shift its presence wherever
needed so long as the world’s oceans and seas permit. The Navy’s peacetime forward
presence supports missions that include securing sea lines of communication (SLOC)
for the free flow of goods and services, assuring U.S. allies and friends, deterring adversaries, and providing a timely response to crises short of war.
However, the Navy is too small to continue these efforts on a sustained basis and is
woefully positioned to conduct sustained combat operations against a major opponent
like China or Russia, or even Iran in the confined waters of the Persian Gulf. Current
levels of funding make it unlikely that its status will improve anytime soon and will
most likely deteriorate further. The Congressional Budget Office (CBO) has calculated that the Navy needs $20.7 billion annually for ship building to reach a fleet of 306
ships, well above the historical average of $15.7 billion per year. The Navy’s current
goal is 308 ships but it is only being funded at $16.6 billion for FY 2016.

DEFENSE

The Navy’s woes extend beyond capacity to include the material readiness of the fleet.
Per the Government Accountability Office (GAO): “[C]asualty reports—incidents
of degraded or out-of-service equipment—have doubled over the past five years and
the material condition of overseas-homeported ships has decreased slightly faster
than that of U.S.-homeported ships… [The] high pace of operations the Navy uses for
overseas-homeported ships limits dedicated training and maintenance periods, which
has resulted in difficulty keeping crews fully trained and ships maintained.” Admiral
Michelle Howard, Vice Chief of Naval Operations, has reported that “Navy readiness is
at its lowest point in many years,” which can be attributed chiefly to budget reductions.
Admiral Jonathan Greenert, Chief of Naval Operations, acknowledged that continued
cuts under Budget Control Act (BCA) limits “compelled us to reduce both afloat and
ashore operations, which created ship and aircraft maintenance and training backlogs.” As a result, unit deployments were also extended, exacting a cost not only on the
service life of the ship, but also on the resiliency of the sailors assigned to the vessel.
The Navy is accepting risk in its ability to meet defense strategy requirements. Under current spending limitations, “ships will arrive late to a combat zone, engage
in conflict without the benefit of markedly superior combat systems, sensors and
networks, or desired levels of munitions inventories.” Also, the Navy can now surge
only one-third of the force required by Combatant Commanders to meet contingency requirements.
U.S. Air Force. The U.S. Air Force (USAF) provides military dominance in the domains of air and space. Regrettably, the USAF is now the oldest and smallest in its
history, and the problem is worsening as the demand for air power grows.
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The average age of its aircraft is 27 years, and some fleets, such as the B-52 bomber fleet, are much older. Without modification, much of the Air Force’s capability is
nearing the end of its expected life cycle. For example, air superiority is overwhelmingly being supported by the F-15, which makes up 71 percent of the air superiority
platforms but has consumed over 90 percent of its estimated 30-year service life. (The
average age of the F-15C/D is just over 29 years.) With the eventual retirement of the
438 F-15s, a mere 177 F-22s will make up the main arm of air superiority with eventual
support from the F-35 (sometime in the mid-2020s). The F-16, the most numerous
platform (comprising 50 percent of the fighter fleet at 913 aircraft) has consumed
nearly 80 percent of its expected life span and has an average age of approximately 23
years. The KC-135 aerial refueler comprises 87 percent of the Air Force’s tankers and is
over 50 years old on average. The aircraft’s reliability is at risk due to problems linked
to its age and high usage rate. Its replacement, the KC-46A, is still in development and
experiencing delays.
The FY 2016 Air Force Posture Statement acknowledged that continued cuts in capacity will result in a loss of capability: “[W]e have reached a point where the two are
inextricable; lose any more capacity, and the capability will cease to exist.”
U.S. Marine Corps. The U.S. Marine Corps (USMC) is the nation’s expeditionary
armed force, positioned and ready to respond to crises around the world. While the
fighting competence of the service is superb, it is hampered by aging equipment; troubled replacement programs for its key ground vehicles (particularly its amphibious
personnel carriers); and a shrinking force.
The Marines have prioritized “near-term readiness” at the expense of other areas,
such as capacity, capability, modernization, home station readiness, and infrastructure, which means it is maintaining current capability at the expense of its future.

One impact of reduced capacity is a reduction in dwell time, that is, the time available
between deployments during which units recover, train, and get ready for the next
mission. The stated ideal deployment-to-dwell (D2D) time ratio is 1:3 (seven months
deployed for every 21 months at home), which is possible with 186,000 troops. The
“fundamental difference” between that optimal force size and an active end strength
of 182,000 is a lower D2D ratio of 1:2, which translates to roughly seven-month deployments separated by stretches of 14 months at home. Under the budget caps imposed
by the BCA of 2011, capacity will be reduced even further, and the dwell ratio for the
Marine Corps could fall to 1:1. This increase in deployment frequency would worsen
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Overall reductions in end strength have left the USMC with 23 infantry battalions in
the Active Component, down from 25 in 2014 and 27 in 2013. While funding at the
requested levels for FY 2016 would yield an additional active infantry battalion, under
full sequestration, USMC end strength would be able to support only 21 infantry battalions, which, according to former Commandant of the Marine Corps General Joseph
Dunford, would leave the USMC “with fewer active duty battalions and squadrons
than would be required for a single major contingency.”
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the degradation of readiness as people and equipment would be used more frequently,
with less time to recover between deployments. At present, “[o]ver half of home-station/non-deployed units report[ed] unacceptable levels of readiness.” This constitutes
about 42 percent of the total USMC force.
U.S. Nuclear Weapons Capability. If the above status of America’s conventional
forces was not bad enough, America’s ability to deter strategic threats is also in jeopardy. While the U.S.’s ability to deliver a nuclear weapon to a target is currently sound, all
of the things necessary to ensure this capability remains viable are in decline.
The U.S. nuclear weapons enterprise is composed of several key elements, including:
warheads, delivery systems, nuclear command and control, and the physical infrastructure that designs, manufactures, tests, and maintains U.S. nuclear weapons. The
complex also includes the talent of people from physicists to chemical engineers to
maintainers and operators, without which the continuous maintenance of the nuclear
infrastructure would not be possible. Modernization, testing, and investment in the
intellectual/talent underpinnings of this sector are the chief problems facing America’s nuclear enterprise. Delivery platforms are good, but the force depends on a very
limited set of weapons (in number of designs) and models that are quite old, in stark
contrast to the aggressive programs of other nuclear states like Russia, China, Pakistan, North Korea, and nuclear-aspirational Iran.

DEFENSE

Absent nuclear weapons testing, the assessment of weapons reliability becomes more
subjective, albeit based on experience and non-nuclear tests rather than fact. Testing
was originally used to diagnose potential problems and to certify the effectiveness of
fixes to those problems, not to forecast future viability. Modern simulation is based
on nuclear tests that were conducted primarily in the 1950s and 1960s, using testing
equipment of that era. U.S. strategic interests would be better served by updating the
data used to determine arsenal viability through renewed testing using modern equipment. Former Secretary of Defense Robert Gates warned in October 2008 that, “[t]o
be blunt, there is absolutely no way we can maintain a credible deterrent and reduce
the number of weapons in our stockpile without either resorting to testing our stockpile or pursuing a modernization program.”
Maintaining a safe, secure, effective, and reliable nuclear stockpile requires modern
facilities, technical expertise, and tools to repair any malfunctions quickly, safely,
and securely, and to produce new nuclear weapons, if required. The existing nuclear
weapons complex is not fully functional; the U.S. cannot produce more than a few new
warheads per year and there are limits on the ability to conduct life-extension programs. In fact, the U.S. no longer can “serially produce many crucial components of
our nuclear weapons.” Currently, the U.S. can produce about 20 plutonium pits a year
at the Los Alamos PF-4 facility. Russia, the closest competitor and potential adversary,
can produce around 2,000 pits a year.
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CONCLUSION

In short, lack of adequate funding combined with sustained high usage of the military
has led to an aged force of marginal ability to protect America’s security interests. On
our current modernization path at existing levels of funding, we are likely to find ourselves with a reduced military that even if equipped with state-of-the-art capabilities
is incapable of conducting sustained operations against a credible opponent.

RECOMMENDATIONS
Fund Defense Commensurate with National Security Interests. Though it has
become cliché, America is a global power with global interests. It depends on access
to global markets to sell its goods, obtain raw materials, and be competitive in global
trade. It benefits from a worldwide network of allies, friends, and partners through
which its economic and diplomatic interests are promoted and its security interests
are served. It benefits when it is able to shape the strategic environment in ways that
reflect American ideals and values. The global order extending from the close of World
War II, that has benefitted more people in more places than at any other time in history, was made possible and sustained by the U.S., a clear example of the value of U.S.
leadership in combatting forces of disorder and repression. This leadership imposes
a financial burden on the U.S. unlike any other country, but no other country can do
what the U.S. has done nor benefit in ways the U.S. has. If America wants to sustain its
role as the preeminent force for good, protect its interests, and continue to benefit as
it has, then it needs to accept that this cannot be done on the cheap. An appropriately
sized military force, properly equipped and kept ready for action, plays a critical role
in this and should be funded accordingly.

Improve Collaboration Among and Between Experimentation and Research
and Development Organizations. The Department of Defense and individual military services have a number of agencies dedicated to research and development of
promising technologies and initial experimentation with such. These agencies include
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Dedicate Units and Resources to Robust Experimentation. The Secretary of
Defense and the Service chiefs should formally organize and resource an experimentation force. The size of this effort need not be large: an Army BCT, a Marine regiment,
and similar or corresponding units from the Navy and Air Force. The point is to make
available forces representative of their respective services and sufficiently large and
capable enough to truly experiment with operational concepts, new technologies,
and methods for integrating and leveraging the combat power and capabilities of the
joint force to see what is possible. Too often such efforts are sporadic and so limited in
duration that true insights cannot be gained over time. Experimentation is an iterative
process, necessary to identify problems, possible solutions, and reveal unanticipated
possibilities. Such efforts also need stable attention from a command structure and
participants able to maintain focus across multiple iterations. At present, the military
does not have the capacity or organizational stability to make such investments.
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the Defense Advanced Research Projects Agency (DARPA), U.S. Navy Research
Laboratory, U.S. Army Research Development and Engineering Command, Army
Capabilities Integration Center, Air Force Research Laboratory, and the Marine Corps
Warfighting Laboratory, among many others. Each organization explores material
solutions to problems identified by the services, although some, like DARPA, take on
broader non-service-specific efforts. Without diminishing their core focus, their capabilities and capacity should be expanded to enable them to more effectively collaborate with each other, with specific emphasis placed on collaborating with the experimentation force. Related to this is the need to expand defense acquisition options for
rapid introduction of early prototypes into the experimentation force.

FACT AND FIGURES
ȖȖ

DEFENSE

ȖȖ

ȖȖ
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The U.S. maintains a military force primarily
to protect the homeland from attack and to
protect its interests abroad. To defend these
interests effectively on a global scale, the U.S.
needs a military force of sufficient size and
possessing relevant capabilities. The historical
record and national-level studies indicate
the U.S. needs an active Army of 50 brigade
combat teams, a Navy approaching 350
ships, an Air Force of at least 1,200 fighter/
attack aircraft, and a Marine Corps based on
36 battalions.
Since 2012, the Active Army has been downsized from 552,100 soldiers and 45 BCTs in FY
2013 to 490,000 soldiers and 32 BCTs in FY
2015. A 12 percent reduction in troop numbers
resulted in a 29 percent reduction in BCTs.
Worse, the Army is scheduled to shrink further
to 450,000 soldiers by the end of 2018. At current levels of funding, the Army can maintain
only one-third of its force at acceptable levels
of readiness.
Though the Navy needs nearly 350 ships, its
current goal is 308 ships. At present it has
only 272 ships. The Navy needs $20.7 billion
for shipbuilding annually to reach 308 ships.
It historically averages less than $16 billion.

The Navy can surge only one-third of the force
required by Combatant Commanders. Under
current spending limitations, “ships will arrive
late to a combat zone, engage in conflict without the benefit of markedly superior combat
systems, sensors and networks, or desired
levels of munitions inventories.”
ȖȖ

The average age of USAF aircraft is 27 years.
Without modification, much of the Air Force’s
capability is nearing the end of its expected life
cycle. The FY 2016 Air Force Posture Statement states that continued cuts in capacity
will result in a loss of capability. “[W]e have
reached a point where the two are inextricable;
lose any more capacity and the capability will
cease to exist.

ȖȖ

Due to funding cuts, the Marines have
prioritized near-term readiness at the expense
of capacity, capability, modernization, home
station readiness, and infrastructure. Overall
reductions in end strength have left the USMC
with 23 infantry battalions, down from 27 in
2013. Under full sequestration, the USMC end
strength would be able to support only 21
battalions, leaving the Corps with less combat
power than would be required for a single
major contingency.
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Modern simulations used to ensure that
America’s nuclear weapons remain reliable and
effective are based on nuclear tests conducted
primarily in the 1950s and 1960s, using testing
equipment of that era. U.S. strategic interests
would be better served by updating the data
used to determine arsenal viability through
renewed testing with modern equipment.
Maintaining a safe, secure, effective, and
reliable nuclear stockpile requires modern
facilities, technical expertise, and tools to

repair any malfunctions quickly, safely, and
securely and to produce new nuclear weapons,
if required. The existing nuclear weapons
complex is not fully functional; the U.S. cannot
produce more than a few new warheads per
year and there are limits on the ability to
conduct life-extension programs. Currently,
the U.S. can produce about 20 plutonium pits
a year at the Los Alamos PF-4 facility. Russia,
the closest competitor and potential adversary,
can produce around 2,000 pits a year.
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Illegal Immigration
and Border Security
THE ISSUE

O

ne of the federal government’s core responsibilities is to control our borders and
determine who enters the United States. Regrettably, the government has consistently failed at this, leading to today’s untenable situation with over 11 million individuals unlawfully present in the U.S. Rather than enforce the law fairly and equally, the
Obama Administration has worked to turn U.S. immigration laws on their head, going
so far as taking executive action to provide protection from deportation, pseudo-legal
status, and work authorization to as many as 5 million illegal immigrants.
Those who favor granting amnesty have tried to convince Americans to support it by
claiming that their actions and comprehensive immigration reform legislation will
secure the border, strengthen interior enforcement, and tighten visa policy. Yet the
Administration’s recent actions indicate that it cannot be trusted to enforce existing
immigration law, let alone new provisions in immigration bills: The Administration
has decided unilaterally, without action by Congress—and in fact, in opposition to
Congress—to stop enforcing immigration law for illegal immigrants, allowing many to
legally work in the U.S., an action currently on hold by the courts. The Obama Administration has also undercut state and local efforts to assist in enforcing U.S. immigration law reducing the effectiveness of programs such as 287(g), while defending
“sanctuary cities” that harbor illegal immigrants, including criminals.

Amnesty was tried in 1986 and failed. Since then, promises of more border security
and greater enforcement of immigration laws have failed to materialize. President
Obama’s actions and executive orders on immigration have made it clear that any
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The Obama Administration has moved the U.S. farther from enforcement of immigration laws and is sending an unmistakable message to the American people that it will
not enforce our laws. Equally problematic, amnesty legislation sends a clear signal
to the millions of illegal immigrants in the U.S. and millions of potential immigrants
still in their home countries that entering and staying in the U.S. illegally is no bar to
permanent residence and even citizenship if you can remain undetected until the next
amnesty. This message will not stop illegal immigration; it will only encourage more,
as seen by the surge of illegal immigrants and border crossings that corresponded with
Congress debating amnesty and economic growth slowly increasing.
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amnesty bill, even if it promises enforcement, would only result in more broken promises. Instead of solving the problem, amnesty would encourage further illegal immigration, undermine efforts to uphold the rule of law, and damage efforts to institute
meaningful reforms that make it easier for immigrants and workers to come to the U.S.
to help the U.S. economy grow and prosper. Importantly, amnesty could cost the U.S.
trillions of dollars as those given amnesty gain access to the whole panoply of government entitlements and welfare programs, adding huge costs to these already broken
programs and driving the U.S. further into debt. Furthermore, precious little attention
has been paid to the important task of assimilating new immigrants so that Americans
can, in the words of George Washington, “become one people.”
It is time for Congress and the Administration to stop chasing costly, harmful immigration policies and start pursuing fair and practical solutions to America’s broken
immigration system and porous borders.

RECOMMENDATIONS

DEFENSE

Maintain and Increase Efforts to Enhance Border Security. The Department of
Homeland Security and Congress should explore a variety of solutions to the multiple
threats faced at the border, ranging from illicit drugs to illegal migration. Unmanned
aerial vehicles (UAVs) and cameras and sensors, for example, would give the Border
Patrol enhanced monitoring and detection capabilities. Cooperation between U.S.
and Mexican law enforcement through Border Enforcement Security Task Forces
and related Merida Initiative programs is essential. Congress and the Administration
should also ensure that the U.S. Coast Guard has adequate vessels and personnel to
fulfill its missions and prevent illegal immigration and smuggling via the sea. Critically, most of these solutions can be addressed through the normal budgeting and
appropriations process.
Reject Amnesty Proposals. Granting amnesty to the millions of unlawful immigrants
in the United States would encourage more illegal immigration. In 1986, Congress granted a mass amnesty to nearly 3 million unlawful immigrants and then failed to deliver
on promised improvements in enforcement and border security. Rather than deterring
illegal immigration, this encouraged more people to come and stay here illegally. Congress and the Administration must reject calls for amnesty and instead employ measures
to discourage migrants from illegally crossing into and staying in the U.S.
Strengthen Interior Enforcement Measures in the United States. Since taking
office, the Obama Administration has consistently weakened key interior enforcement
measures and trampled immigration laws at the President’s choosing. The Administration has explicitly declared that most illegal immigrants in the U.S. are not enforcement
priorities and will not be removed. The Department of Homeland Security attempted
to give up to 5 million illegal immigrants pseudo legal status and work authorization,
but was at least temporarily stopped by the courts. The Administration abandoned “Social Security No-Match,” which notified employers who hired workers whose personal
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information did not match Social Security records and informed them of their legal
obligations; reduced or stopped enforcement actions against various classes of unlawful
immigrants; and fostered changes that have undercut the 287(g) program, which allows
Immigration and Customs Enforcement to train state and local police to enforce federal immigration laws. These policies undermine efforts to deter illegal immigration,
essentially sending the message that once here, it is easy to find employment and stay
indefinitely. Perhaps the most important thing Congress can do to stop illegal immigration is to pressure the Administration to fully enforce existing immigration laws.
Promote Economic Development and Good Governance in Latin America to
Stem the “Push-Pull Effect” that Fosters Illegal Immigration. Illegal immigration
results largely from the “push-pull effect” caused by the combination of stagnant economies in Latin America and the need for workers in the United States. To stem this tide,
the United States should implement a market-based temporary-worker pilot program to
meet the American demand for workers, giving U.S. businesses access to a reliable, rotating workforce from abroad. Such programs, including the implementation of a simplified
visa system, would meet the needs of the American economy and also quell the drive for
illegal immigration. Fostering free-market economic reforms in Latin America would
also help to strengthen regional economic opportunities and reduce the need for individuals to seek employment abroad in order to support themselves and their families.

FACTS AND FIGURES
ȖȖ

ȖȖ

The number of illegal immigrants inside the
U.S. has topped off at around 12 million. That
number dropped to as low as 11 million during
the recent economic recession but has now
leveled off in the mid-11 million range according to best estimates and polling.

ȖȖ

According to the U.S. Government Accountability Office, one of every four inmates in
federal prisons is an illegal immigrant.

ȖȖ

Formal deportations, known as removals, fell
to 231,000 in fiscal year (FY) 2015, down from
438,000 in FY 2013. Returns, a less punitive
form of deportation, have cratered to 178,000,
the lowest level since 1967. When taken

ȖȖ

Amnesty for unlawful immigrants could cost
the U.S. trillions of dollars in net costs because,
on average, households with lower levels of
education receive more in benefits than they
pay in taxes. The average unlawful immigrant
household received $14,387 more in benefits
than they paid in taxes in 2010.

ȖȖ

As of July 2013, 16 states have active legislation granting illegal immigrant students
in-state tuition benefits: California, Colorado,
Connecticut, Florida, Illinois, Kansas, Maryland,
Minnesota, Nebraska, New Mexico, New
York, Oregon, Texas, Utah, Washington, and
Wisconsin. Four other state university systems
in Hawaii, Michigan, Oklahoma, and Rhode
Island have also created policies for providing
in-state tuition to illegal immigrants.
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As of 2012, approximately 52.5 percent of
illegal immigrants are from Mexico. Another
26.5 percent come from other Latin American
countries, and around 21 percent come from
Asia, Europe, and Africa.

together, U.S. returns and removals are at their
lowest level since 1973 and only falling further.
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Terrorism
THE ISSUE

S

ince the attacks of September 11, 2001, at least 75 Islamist-inspired terrorist plots
against the United States have been foiled thanks to domestic and international
operation. In the war on terrorism abroad, Osama bin Laden and his deputies have
been killed; the core of al-Qaeda has been flushed from Afghanistan and hounded in
Pakistan (although tactical successes by the Taliban in 2015 show continued threat
from terrorist groups in the region); and a number of affiliated groups across Southeast Asia, in part through U.S. counterterrorism assistance and cooperation, have
been weakened. The U.S. has come a long way in terms of its readiness to prevent and
combat acts of terrorism. Large investments in the Department of Homeland Security (DHS), the FBI, the intelligence community, state and local partners, and other
government agencies have increased the U.S.’s ability to prevent terrorism before it
strikes. While it is tempting to believe that the threat of terrorism has receded in light
of these investments and improvements, the reality is that the threat is as present as
ever. The “tides of war” have not receded, and new players have come to the game,
namely, the self-proclaimed Islamic State (IS), also known as the Islamic State of Iraq
and al Sham (ISIS), or ISIL, or Daesh.

Yet the Administration has distanced itself from the post-9/11 effort. Shortly after
taking office, President Obama declared the Administration’s intent to close the detention facilities at Guantanamo Bay, restrict interrogation policies, and stop characterizing anti-terrorist operations as wartime conflict. President Obama banished terms like
“Long War,” “Global War on Terrorism,” and “unlawful combatants.” He also refused
to identify as Islamist the terrorist groups that use religion to justify the slaughter
of innocents to promote a radical agenda, even though most Muslims use that term.
Similarly, Congress has begun to trim some counterterrorism tools such the metadata
program authorized by the Foreign Intelligence Surveillance Act (FISA), section 215.
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While there were successes, many resulted from more than a decade of efforts to make
sanctuaries unsafe, cause attrition in the cadre of terrorist leaders, preempt planning
and operations, disaggregate networks, thwart terrorist travel and communications,
and disrupt fundraising and recruiting. With the recent rise of IS and other terrorist
groups, Islamist terrorist activity has not only increased around the world, but also in
the U.S. As Congress and the Obama Administration wrestle with the difficult decision
of where best to spend precious security dollars, success in the war against terrorism
and preventing terrorist attacks during the past decade are important priorities.
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These actions have left America ill-prepared to properly address the current threat
that IS brings.
It is increasingly unclear to most Americans both whom we are fighting and why we
are fighting them. The war on terrorism is not over. Terrorists who aspire to attack this
country are as determined as ever, and they are more equipped to do so given that IS
currently holds significant territory in Iraq and Syria and have an effective recruitment
campaign. The U.S. needs to be prepared to fight a war of ideas against Islamist extremist
ideology both at home and abroad. Further, the U.S. needs to continue to adapt to these
ever-changing terrorist threats in order to win the long war against terrorism.
Additionally, while the reality of the threat posed by these terrorists is real and fully
justifies U.S. action against them, the efforts of our intelligence and security personnel should never adversely affect the civil liberties of the citizens they are protecting.
Finding the proper balance is a complex challenge and one that requires a national
conversation. The effort to maintain the proper balance between physical security and
protection of rights should be our paramount concern.

DEFENSE

RECOMMENDATIONS
Enhance Domestic and International Information-Sharing Efforts. Efforts to
increase information sharing between the U.S. and its allies while improving interagency communication between the Departments of State, Justice, and Homeland Security and the intelligence agencies are vital to protecting the U.S. from the continued
threat of terrorism. One of the central failures leading up to the attempted Christmas
Day terrorist attack was the lack of sufficient information sharing between entities
across the government. Similarly, Boston police were not made aware that Tamerlan
Tsarnaev was interviewed by the FBI based on Russian intelligence, which, while not
a smoking gun in itself, would have been an important piece of the puzzle for Boston
authorities to know and potentially investigate. At home, the U.S. should improve
interagency communications and ensure that information is better shared throughout
all levels of government—federal, state, and local. Internationally, the U.S. should seek
(among other measures) to expand Passenger Name Record (PNR) data sharing as
well as the Visa Waiver Program (VWP), which allows pre-screened foreign travelers
from member nations to travel to the U.S. without a visa. The VWP promotes national security by allowing U.S. officials to focus on higher-risk individuals and requiring
greater information sharing between member nations and the U.S.
Improve the Prevention of Terrorist Travel. The problem in stopping terrorist
travel is not airport screening per se; attempting to turn every airport into another Maginot Line or Fort Knox is going to fail at some point. Instead, the best way to
discourage terrorist plots and travel is to frustrate groups and individuals before they
begin. As long as terrorism exists, free nations have to do a better job of thwarting terrorist travel. Would-be murderers like Umar Farouk Abdulmutallab (the Detroit-bound
Christmas bomber) and Hasan Edmonds (a National Guardsman who planned to travel
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to join IS and plotted with his cousin, Jonas, to attack a military base near Chicago)
should not be allowed near an airliner, and the best way to accomplish this goal is to
ensure that potential terrorists are carefully investigated by intelligence analysts and
law enforcement before they ever get to the airport. Of course, security at the airport
and on airplanes is also important because it is the last line of defense, and suspicious
travelers should be subject to greater but appropriate levels of scrutiny, inspection,
and surveillance. In order to plug the gaps in preventing terrorist travel, the U.S. should
improve visa security coordination between the Departments of State and Homeland
Security, support the Federal Flight Deck Officer program that allows trained pilots
to carry firearms, continually improve intelligence and information-sharing platforms such as the Transportation Security Administration’s Secure Flight and the U.S.
Customs and Border Protection TECS with which to prevent terrorist travel, step up
implementation of REAL ID, and expand the Visa Waiver Program.
Renew our Commitment to Afghanistan and Middle East Partners to Prevent
the Creation of Terrorist Havens and Hold Other Countries Accountable for
Their Support of Terrorists. Terrorism is a global threat that requires a global response. To help combat this threat and stop terrorism at its source, the U.S. should foster continued support for NATO and U.S. counterinsurgency strategies in Afghanistan
to prevent the Taliban from regaining influence in the region. The fall of the northern
Afghan city of Kunduz to the Taliban in September 2015 demonstrated that the Afghan
security forces continue to need U.S. and NATO support in the form of air strikes, intelligence, training, and battlefield advice. Afghan forces were able to regain control of
Kunduz, but other key urban areas remain under threat from the Taliban. Continued
pressure on the Pakistani government to shut down Pakistan-based terrorist groups
such as the Haqqani Network is essential, as are efforts to work with other nations to
halt terrorist financing and eliminate terrorist safe havens. The U.S. needs to recognize
that bin Laden’s death did not signal the end of the fight against global terrorism. It
was a major development, but much hard work remains to be done.

Create a Lawful Detainment Framework for the Incapacitation and Lawful Interrogation of Terrorists. As of November 2015, the U.S. was holding 107 detainees
at Guantanamo Bay. Under the international law of armed conflict, or law of war, and
as recognized by the U.S. Supreme Court, the U.S. has the authority to detain enemies who have engaged in combatant actions, including acts of belligerence, until the
end of hostilities to keep them from returning to the battlefield. Military detention,
authorized by Congress and properly calibrated to protect our national security, will
173

DEFENSE

Similarly, the advent of the Islamic State has created an additional haven from which
terrorists can operate. IS has surpassed that of a traditional terrorist organization and
now effectively controls large areas in Syria and Iraq, giving them the resources to undertake significant terrorist, unconventional, and conventional operations. Claiming
responsibility for the attack in Paris, IS has also inspired numerous other plots including at least 11 in the U.S. in 2015. The U.S. needs a comprehensive strategy for defeating
IS that includes a more robust military campaign, increase in collaboration with allies,
and combatting the foreign flow of fighters into Syria.
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enhance our ability to prosecute this war. Congress should prohibit future attempts
to close the Guantanamo Bay detention center and work with the Administration to
ensure that a lawful detainment framework is created and implemented to deal with
“unlawful combatants” (individuals engaged in armed conflict against the U.S. who do
not qualify for prisoner-of war-status under the Geneva Conventions).
Address the Threat Posed by State-Sponsored Terrorism. The Administration
has not given sufficient attention to the threat of state-sponsored terrorism. On June
28, 2011, the White House released its “new” National Strategy for Counterterrorism.
The 19-page document makes exactly one reference to Iran and none to Syria. The
subject of state-sponsored terrorism is virtually ignored. It is well past time for the
U.S. to take proactive measures to deal with these threats. Iranian-supported terrorism is potentially as significant a threat to U.S. interests as al-Qaeda. Even though Iran
remains the world’s foremost state sponsor of terrorism, the Obama Administration
pushed through the new Iran nuclear deal that will enable Iran to get nuclear weapons. In addition, this deal with Iran is likely to lead nervous countries in the region to
seek their own nuclear weapons, fueling a cascade of nuclear proliferation that will
undermine U.S. security interests in the volatile Middle East and provide Iran with
even more resources to fund its many terrorist activities around the world.

FACTS AND FIGURES
From 1970 to 2014, there were 141,966
terrorist incidents worldwide. Just over 23,000
occurred in North America and Europe. In 2014
alone, 13,463 terrorist attacks occurred around
the world, causing at least 32,700 deaths and
more than 34,700 injuries.

ȖȖ

At least 75 terrorist plots targeting the U.S.
have been foiled since 9/11, largely prevented
by U.S. law enforcement. The top five post-9/11
domestic targets include the U.S. Military (19
plots); New York City (16 plots); mass gatherings (13 plots); mass transit (eight plots); and
critical infrastructure, commercial aviation, and
politicians (six plots each).
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So far in 2015, the U.S. has foiled at least 11 Islamist terrorist plots against the U.S. homeland,
more than any other year since 9/11, and more
than in 2012, 2013, and 2014 combined.

ȖȖ

From 9/11 until the end of 2011, the non-Western world—everywhere besides Western
Europe and the Western Hemisphere—experienced 28,904 terrorist attacks. Of these,
nearly 60 percent (17,153) targeted private,
infrastructural, educational, media, or religious
individuals and institutions.

ȖȖ

As of November 16, 2015, 658 detainees from
Guantanamo Bay have been transferred: 532
detainees pre-January 22, 2009, and 126
detainees post-January 22, 2009. Of those
transfers, at least 117 (17.8 percent) have been
confirmed as re-engaging in terrorist activity,
and 79 (12 percent) have been suspected of
re-engaging in terrorist activity. In total, 107
detainees are still held at Guantanamo Bay.

ȖȖ

According to the House Homeland Security
Committee, the number of foreign fighters
who have gone to Syria stands at more than
25,000, which is more than triple the number
from a year ago.
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China
THE ISSUE

T

he relationship between the United States and the People’s Republic of China
(PRC) is one of growing complexity, as American decision makers must balance
necessary cooperation but increasingly intense competition. The U.S. must maximize
the benefits of its economic relationship with China even as it maintains the alliances,
partnerships, and forward-deployed military to balance China’s increasingly strident
bid to displace it as the Asia–Pacific’s preeminent power. Only through applying the
principles of free trade can the U.S. maintain its economic leadership, effectively manage the China challenge, and help to preserve peace, security, and freedom in Asia.
China and the U.S., as the rising power and currently dominant power, respectively, are
constantly competing with each other throughout East Asia even as the two economies
continue to intertwine. As China’s strategic center of gravity has shifted to the coast,
Beijing’s views of its “core interests” and fundamental national concerns mandate
dominance, if not outright control, of the region lying within its “first island chain”
stretching from Japan through Taiwan and the Philippines to the Malacca Strait. That
the various East Asian states along that line are largely U.S. allies as well as major
Chinese trading partners only highlights the complicated situation confronting U.S.
decision makers in East Asia.
Unlike the Soviet Union during the Cold War, the U.S. and Chinese economies are
highly interdependent. While China has consistently run a large current account
surplus with the United States (largely as a result of higher saving rates over domestic
consumption between both nations), the U.S. currently enjoys a large capital account
surplus with China. The importation of capital from China into the U.S. has provided
enormous liquidity and a lower cost of capital for both consumers and businesses. This
has resulted in a higher rate of gross domestic investment and economic growth. It is
just politics to say current account surpluses are superior to capital account surpluses.
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Complementing the large trade imbalance with China is an investment imbalance.
China’s huge reserves leave many American leaders wary of China’s influence on the
U.S. as a creditor, especially when the U.S.’s national debt poses an increasing threat to
financial security and solvency. This insecurity is greatly overstated as China would
incur great capital losses if it rapidly sold U.S.-denominated assets. Moreover, other
countries would quickly absorb the sell-off as bond prices fell and yields to maturity
rose. China has business contracts and financial investments across the globe, but the
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bulk of its money is held in U.S. dollar assets because the American market is the only
one large enough to absorb China’s giant foreign currency reserves. The lack of investment choices and China’s overriding interest in security and return on investment
severely limit any influence China’s debt holdings have on the U.S.—a situation exacerbated by the structural problems of the eurozone and attractiveness of the euro.
China remains a growing economic powerhouse, but serious structural, economic,
and even political issues hamper its further development and potential for economic
leadership. These weaknesses have been exacerbated in important ways by renewed
state intervention in the economy beginning around 2004. For example, reliance on
state-directed investment has led to a profound economic imbalance and could threaten future growth. Frantic spending in response to the global recession has led to huge
amounts of waste, corruption, debt, and distorted resource allocation. According to
McKinsey research, Chinese aggregate debt (household, corporate, and government)
has risen fourfold from 2008 through the end of 2014. Economic growth, as strong as
10 percent as recently as three years ago, has dropped to an estimated rate of just 5
percent (below the official estimate of 7 percent). It remains to be seen whether the
new Chinese leadership is prepared to revive economic reform to reignite real, longterm growth or whether it will continue to rely on economic stimulus packages.
Critics claim that the cost of increasingly close economic ties between the U.S. and
China has been the loss of American jobs. China’s exchange rate policies in particular
are said to be harmful. China’s exchange rate has been appreciating, and its currency
policy is not to blame for lost American jobs. The U.S. should not abandon its free-market approach to China and retreat into protectionism. For the government to interfere
with purchases, sales, and other economic decisions made voluntarily by American
consumers and American companies can only hurt our economy. It would also be a
clear abandonment of America’s global leadership.
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Although China has permitted more individual economic freedom over the past three
decades, it is still a one-party authoritarian regime governed by the Communist Party.
The party continues ruthlessly to suppress any group, and even lone individuals,
who might threaten its monopoly on power. The government is struggling to manage
environmental degradation and demographic instability, including the world’s largest migration from rural to urban areas, all of which contributes to social unrest. The
one-party bureaucratic system, which answers to no outside authority, breeds corruption and leads to much administrative waste within the political system.
In addition to its internal conflicts and abuses of human rights, there are concerns
that China’s rise is aimed at displacing American preeminence in the Western Pacific.
China’s military has modernized steadily at a pace that often defies foreign expectations, aided by economic growth that has allowed the Chinese leadership to acquire
both guns and butter. Official Chinese defense spending figures indicate annual
double-digit growth for most of the past two decades. The People’s Liberation Army
(PLA) has introduced new fighters, anti-ship ballistic missiles, space systems, and now
an aircraft carrier faster than predicted. The Chinese military is also believed to be
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engaged in computer network attacks worldwide. These efforts are supported by reforms in Chinese military doctrine and training to allow the PLA to get the most from
its new acquisitions.
Meanwhile, China has assumed an increasingly hardline stance in its territorial disputes with American friends and allies: in the East China Sea with Japan, in the South
China Sea with the Philippines and Vietnam, and even on its southern border with
India. The Taiwan issue also remains a potential flashpoint in Sino–U.S. relations, with
over 1,200 Chinese ballistic missiles arrayed against the island. It is likely to return to
the fore after elections on the island in 2016. Diplomatically, China has cultivated relationships with countries that openly oppose and threaten the United States, including
North Korea and Iran. China has also become much more strident in opposing traditional freedom of navigation along its coast, directly challenging the long-standing
American principle of freedom of the seas.
Only the United States has the ability to balance China and keep this increasing assertiveness in check. No Asian state currently has the ability to match China’s nuclear
arsenal, growing conventional military capability, and burgeoning defense budget.
Similarly, Taiwan can hope to defend itself only with U.S. support, including arms
sales. For these reasons, Beijing has long pushed the U.S. to assume a smaller role
with respect to Taiwan and the region as a whole. China has acquired weapons that
are much more suited to countering U.S. military capabilities than they are to simply
defending China’s own borders and sea lines of communications.
There is a growing sense that, despite the economic relationship, Beijing’s leaders are
becoming more intent on challenging Washington’s presence in East Asia, especially
where China has disputes with American allies, friends, and partners. Confrontation
could result in disaster for the regional—and even the global—economy. For example,
if China were to inhibit U.S.-provided freedom of transit in the South China Sea, the
potential disruption of trade would be a disaster for U.S. allies and partners such as
Taiwan, which imports 98 percent of its oil via the South China Sea. Roughly half of
global trade in goods transits those waters.

RECOMMENDATIONS
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Remain Economically Engaged with China and Encourage Free-Market Cooperation. Economic discussions should be tightly focused and based on open-market,
not protectionist, principles. Although the PRC will not give up state intervention
quickly or fully, the U.S. should encourage greater competition and fewer subsidies
by aggressively seeking to roll back China’s mercantilist policies at the World Trade
Organization. Freer movement of money in and out of China is another key issue; the
U.S. should press it in appropriate bilateral and multilateral forums. Most important,
however, the U.S. should focus on getting its own house in order and not mimic unwise
Chinese policies.
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Honestly Evaluate Chinese “Cooperation” to Date. The U.S. and China can work
together on certain issues, but the U.S. should not credit China for helping where
progress has not been made. China’s interests, whether regarding Syria, outer space,
or maritime legal regimes, do not mirror those of the United States. China’s voting
pattern at the U.N. is often antithetical to U.S. interests. China does not pretend that
its interests are always the same as America’s, and the U.S. should recognize the same
reality. We should not assume that there is a broadly shared vision of desirable outcomes; instead, we should adopt a more realistic view of cooperation based on coincidence of interests on a case-by-case basis.
Remain Committed to Treaty Alliances and Forge Deeper Relations with the
Other Nations in East Asia. The U.S. has five treaty allies in the Asia–Pacific region
(Japan, South Korea, the Philippines, Australia, and Thailand). The U.S. should be unequivocal in its commitment to mutual defense under these treaties. The U.S. should
engage these and other, non-ally nations in the region so that they do not perceive
China as the sole game in town. India is the leading power in South Asia, but China has
made inroads with neighboring countries that could come at the expense of stability
and democratic trends in the region.
Congress should thoroughly evaluate the recently completed Trans-Pacific Partnership (TPP) to ensure that, on balance, it enhances economic freedom for all concerned. The U.S. first joined talks on the TPP under the Bush Administration. The 12
nations that are currently part of the negotiations encompass 40 percent of the global
economy. The outcome should be as sweeping as possible in lifting barriers to trade
and reaching behind borders to free investment. Its scope should be at least as ambitious as the U.S.–South Korea free trade agreement.
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Develop and Maintain a Strong, Comprehensive Response to Bad Chinese
Behavior. Progress in one area does not excuse China’s shortcomings in other areas.
China should not escape condemnation with the pretense of being a “responsible
stakeholder” when it provides diplomatic assistance to authoritarian regimes—such
as Syria, North Korea, Iran, and Sudan—that abuse their own people and/or threaten
American security. Likewise, China’s unwillingness to recognize the negative aspects
of its conduct as a powerful nation, such as the rampant cyber-intrusions originating
from China, need to be addressed.
Maintain a Strong U.S. Military Presence in Asia. U.S. Navy and Coast Guard
shipbuilding and modernization programs should be fully funded. The U.S. should
also invest in long-range power projection systems (such as unmanned aerial vehicles, bombers, and nuclear attack submarines) and other systems that would counter
efforts to deny U.S. forces access to the region or interfere with the freedom of the seas.
In addition, the U.S. should maintain robust bases in the region to support U.S. forces.
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FACTS AND FIGURES
ȖȖ

With a freedom score of just 52.7, China
was ranked 139 out of the 178 nations in The
Heritage Foundation/Wall Street Journal 2015
Index of Economic Freedom.

ȖȖ

As of October 2015, Chinese foreign exchange
reserves have fallen from a peak of $4.0 trillion
to approximately $3.4 trillion. This has occurred
primarily because of capital flight and Chinese
authorities selling U.S. denominated assets to
prevent a more acute depreciation of the yuan.

ȖȖ

According to the U.S. Department of Defense,
China’s official defense budget rose from an
estimated $119 billion in 2013 to $136.3 billion
in 2014, a nearly $15 billion increase in only
one year.

ȖȖ

China now has the second largest defense
budget in the world.
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Middle East
THE ISSUE

T

he Middle East, the world’s most volatile and conflict-ridden region, continues
to generate some of the most dangerous threats to U.S. security. Regrettably, the
Obama Administration has failed to formulate effective policies to address the challenges posed by the meltdown of Iraq, Libya, and Syria, the rising threat posed by
Islamist extremists throughout the region, the Israeli–Palestinian conflict, and the
rising power of Iran.
Iran is the world’s leading state sponsor of terrorism and is rapidly expanding its ballistic
missile force. It soon will pocket roughly $100 billion in sanctions relief under the flawed
and risky nuclear deal reached in July 2015. It will be free to use this bonanza to finance
a military buildup, provide greater support of Islamist extremist groups throughout the
Middle East, and increase its military efforts to shore up the Assad regime in Syria.
Unceasing Hostility. Iran has been hostile to the U.S. since 1979, when a revolution
brought to power a cadre of anti-Western Shia Islamist revolutionaries who dubbed
the U.S. the “Great Satan.” Iran has tried to export its Islamist revolution violently to
Iraq, Lebanon, Bahrain, Afghanistan, and Saudi Arabia by supporting Shia radical Islamists in each of these countries. Tehran helped to create the Hezbollah terrorist group
in Lebanon and has supported a wide variety of terrorist and revolutionary groups
throughout the Middle East. It became the world’s leading state sponsor of terrorism
to advance its foreign policy goals and punish its enemies.

Iran’s nuclear program will continue, albeit at a slower pace. Although the Obama
Administration contends that the nuclear deal blocks all pathways to a nuclear
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In recent years, Iran’s hostile regime has been one of the chief beneficiaries of the
political turmoil that convulsed the Middle East during the “Arab Spring,” which distracted the U.S. and other countries from the ongoing standoff over Iran’s nuclear program. The dramatic events diverted international attention from Tehran’s stubborn
defiance of four rounds of U.N. Security Council sanctions resolutions on the nuclear
issue. The political upheaval in the Arab world also has toppled a government in Egypt,
and undermined governments in Jordan, Bahrain, and elsewhere, that firmly opposed
Iran. Although Bashar al-Assad’s pro-Iranian regime in Syria also has been weakened,
strong support from Iran and Russia appears for the moment to have tilted the balance
of power in Syria’s civil war back in favor of Assad.
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weapon, the agreement actually amounts to little more than a diplomatic speed bump
that will delay, but not permanently halt, Iran’s push for a nuclear weapon. Once key
restrictions on uranium enrichment expire after 15 years, Iran will be free to develop
an industrial-scale enrichment program that will make it easier to sprint across the
nuclear threshold.
Iran’s nuclear infrastructure is left largely intact. Centrifuges used to enrich uranium
will be mothballed but not dismantled. The “anytime/anywhere” inspections promised by the Administration were downgraded to “sometimes/some places.” Tehran
maintains that inspectors will be barred from inspecting military bases if their presence undermines Iran’s security. Iran will have up to 24 days to move, hide, or destroy
materials sought by the inspectors. This is far from a foolproof arrangement, given
Iran’s long history of cheating on its agreements.
Iraq’s Implosion. The Obama Administration came into office determined to “end”
the war in Iraq. Despite the fact that it had promised to leave behind a residual military force to train and assist Iraqi security forces, it suddenly reversed course and
pulled the plug on the U.S. military presence in the fall of 2011 when the Iraqi parliament dragged its feet on granting U.S. soldiers immunity from legal prosecution. Iraqi
Prime Minister Nouri al-Maliki had offered an executive agreement that would have
done so, but the Administration decided this was not enough and used the parliament’s foot-dragging as a pretext to precipitously withdraw.
This not only undermined U.S. influence with the Baghdad government, but also
allowed al-Qaeda (which later changed its name to ISIS) into Iraq, where it has since
operated in a much more permissive environment. The abrupt U.S. military departure
greatly weakened Iraqi counterterrorism, intelligence gathering, and special-operations capabilities, thus allowing a decimated al-Qaeda to revive and resurge.
From the beginning, the White House has misunderstood and underestimated the
threat posed by al-Qaeda and its ISIS offshoot in Iraq and Syria. President Obama
allowed short-term political considerations to trump long-term national security
interests when he abruptly ended the U.S. troop presence in Iraq in December 2011.
When al-Qaeda in Iraq made a comeback, the Administration long remained in denial.
Even after it expanded the territory it controlled in western Iraq in early 2014, President Obama downplayed the threat, famously calling ISIS a “J.V. team.”

The Administration still has not matched ends and means effectively in the struggle
against ISIS. It has barred combat operations by American ground troops, dragged its
feet in deploying military advisers, restricted them from being deployed with frontline Iraqi forces, and put tight restrictions on the use of airstrikes to avoid civilian
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After this complacent disdain was exposed as wishful thinking, the White House reacted slowly and reluctantly with a series of half-measures. It initially committed a few
hundred advisers, and since ramped up to 3,500 personnel, to advise and support Iraqi
security forces and retrain the shattered Iraqi army.
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casualties. But the net effect of these policies is to enable ISIS to inflict many more
civilian casualties and attract many more fanatic followers.
The White House is micromanaging the conflict and doing a bad job of it. This ad hoc
incremental approach is no way to win a war. It gives the enemy time to adjust. It did
not work in Vietnam, and it is not working in Iraq. The U.S. needs to ease some of the
political restrictions that have hampered the effectiveness of the military effort. The
Administration launched a limited air campaign that proceeded at a leisurely pace,
with up to three-quarters of the coalition warplanes returning to air bases without
dropping their bombs because of tight restrictions and a lack of reconnaissance and
surveillance capabilities needed to acquire targets.
The U.S. needs to step up its efforts in Iraq in cooperation with the Iraqi Army and
Kurdish militias to defeat ISIS in Iraq before it consolidates its control and becomes a
greater threat to the broader Middle East region, as well as to the U.S. homeland.
STUMBLING IN SYRIA
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President Obama has overpromised and failed to deliver on a Syria policy and his Administration has been behind the curve in addressing the growing crisis. After waiting
five months to declare in August 2011 that Syrian dictator Bashar al-Assad must relinquish power, President Obama did little to advance that goal. The Administration’s
insistence on multilateralism, almost as an end in itself, led it to outsource policy on
Syria to the U.N., where Russia and China exercised their veto power to block effective
action.The Administration’s policy toward Syria has been flawed by wishful thinking about the prospects for diplomatically persuading a hostile dictatorship to stop
repressing its own people and supporting terrorism. The Administration was slow to
condemn the Assad regime for its crimes against Syrians, delayed efforts to ramp up
sanctions on the regime, and dragged its feet before finally concluding that Assad had
lost legitimacy as a leader. It should have been clear from the beginning that the Assad
regime was illegitimate. Although the Administration offered humanitarian aid to
Syrian refugees and later non-lethal aid for the Syrian opposition, it initially balked at
providing arms. In 2012, President Obama overruled the advice of CIA Director David
Petraeus, Secretary of Defense Leon Panetta, Secretary of State Hillary Clinton, and
Chairman of the Joint Chiefs of Staff General Martin Dempsey to provide arms aid.
While the Administration engaged in wishful thinking about brokering an illusory political settlement, Russia and Iran showered the Assad regime with arms and economic aid. Iran also deployed Revolutionary Guards as advisers and ordered thousands of
Hezbollah militiamen from Lebanon to join the fighting.
Then President Obama compounded the problem by carelessly announcing a “red
line” against the use of chemical weapons in Syria without first developing a clear
strategy or appropriate course to protect U.S. interests. After slow-walking an investigation of repeated incidents of chemical weapons use by the Assad regime, the Obama
Administration announced in June 2013 that it would provide arms to Syria’s opposition. This was ineffective because U.S. and Western failure to provide meaningful
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support had allowed Islamist extremists backed by powerful Islamist networks to gain
the upper hand within Syria’s fractious opposition coalition.
After a massive chemical attack on August 2013 that reportedly killed more than 1,000
Syrians, President Obama publicly threatened to launch a military reprisal against the
Assad regime. After having second thoughts, he subsequently requested a congressional vote to authorize military action—a vote that he was likely to lose because of his
failure to convince Congress that such an attack would advance U.S. national interests.
The President then escaped from an embarrassing congressional rebuff by acceding to
a risky and problematic Russian diplomatic proposal to dispatch international inspectors to disarm Syria’s chemical weapons arsenal that bolstered the legitimacy of the
Assad regime, demoralized the Syrian opposition, and strengthened Moscow’s role in
the Middle East.
When the Administration finally got around to providing arms to Syrian rebels, it was
too little, too late. Many fighters already had defected from less radical rebel factions
to join ISIS because it offered much higher salaries. The Administration’s insistence
that rebels receiving U.S. arms should fight ISIS but not the reviled Assad regime
made it more difficult to recruit reliable fighters. After training and arming less than
150 fighters, the Pentagon closed down its $500 million train-and-equip program in
October 2015.
THE LIBYAN LETDOWN

In 2011, the Obama Administration launched a war in Libya, where no vital U.S.
national interests were threatened, without a clear military plan or exit strategy. The
Administration’s shortsighted effort to score a quick and easy military victory over
Colonel Muammar Qadhafi’s regime failed to end the threat to civilians in “days not
weeks,” as President Obama promised. Instead, Qadhafi fought on for seven months in
a brutal civil war that killed an estimated 50,000 Libyans before he was captured and
killed in late October 2011. Meanwhile, the Administration turned the military mission over to NATO and “led from behind,” confusing allies and adversaries about the
U.S. commitment to a decisive victory.
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After Qadhafi’s regime fell, Libya disintegrated into a patchwork of warring fiefdoms
ruled by fiercely independent militias. The weak post-war government was incapable of restoring central authority and the rule of law. On September 11, 2012, Islamist
militants launched a terrorist attack against the U.S. diplomatic mission in Benghazi,
killing Ambassador Christopher Stevens and three other Americans. The Obama
Administration, which had ignored the rising threat posed by Islamist extremists
in Libya and elsewhere, in part because such threats contradicted its election-year
rhetoric about al-Qaeda being on the run, blamed the deaths on nonexistent “protesters” who allegedly were provoked by an obscure film that supposedly “insulted” the
prophet Mohamed when, in fact, the deaths resulted from acts of terrorism aimed at
the U.S. officials.
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The Obama Administration belatedly admitted that the attack was in fact an act of
terrorism, but belittled congressional efforts to investigate the attacks and failed to
adequately investigate and hold accountable high-level State Department officials who
blocked repeated requests by Ambassador Stevens to shore up security at the Benghazi mission.
BLUNDERS IN EGYPT

Egypt, the largest Arab country, is a bellwether for the Arab Middle East. The U.S. has
a national interest in stabilizing Egypt, preventing the rise of an Islamist totalitarian
state, and averting the eruption of a full-blown civil war in the heart of the Arab world.
The Obama Administration has been asleep at the switch for several years on Egypt
policy. It eagerly embraced Mohamed Morsi’s Muslim Brotherhood–dominated government in 2012 and was surprised that Egypt’s people so quickly became violently opposed to Islamist rule. The Administration gambled that the practical responsibilities
of governing would dilute the hostile anti-Western ideology of the Muslim Brotherhood, but once in office, Morsi relentlessly expanded his own power in a winner-takeall manner while neglecting Egypt’s festering economic problems.
The Obama Administration’s enthusiasm for the Muslim Brotherhood led it to turn
a blind eye to Morsi’s power grabs, the rising persecution of Egypt’s Coptic Christian
minority, the crackdown on pro-democracy nongovernmental organizations (NGOs)
that the Mubarak regime formerly tolerated, and the restrictions that the Morsi government placed on freedom of the press, freedom of speech, and freedom of religion.
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The Obama Administration failed to publicly criticize Morsi’s excesses, power grabs,
and abuses. This led Egypt’s secular and liberal opposition to turn to Egypt’s army
in despair, angry that the Obama Administration uncritically supported the Morsi
regime. Many protesters demonstrating against Morsi before the July 3, 2013, coup
also carried signs protesting President Obama’s support for the Morsi regime. Morsi,
for his part, felt no need to compromise with the opposition or temper his Islamist ambitions because the Administration was reluctant to use the leverage afforded by $1.5
billion in annual U.S. aid to Egypt.
Secular, democratic, and liberal Egyptians opposed to an Islamist takeover should be
natural allies of the U.S., not leading a backlash against American policy. The fact that
Egyptians resent the Obama Administration’s courting of the Muslim Brotherhood
should be a wake-up call for the White House. It is a sad sign that U.S. policy toward
Egypt has gone off the rails. Egyptian advocates of freedom should know that Americans support their efforts and do not side with former President Morsi, an Islamist
authoritarian leader who is hostile to American values and policies. On July 3, 2013,
a coup led by the Egyptian military gave Egypt a second chance to make the difficult
transition to a stable democracy. Washington should support the efforts of President
Abdel Fattah el-Sisi, elected in 2014, to defeat Islamist terrorists, including an affiliate
of ISIS operating in the northern Sinai desert.
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THE ISRAELI–PALESTINIAN CONFLICT

The chief barriers to peace between Israel and the Palestinian Authority are Palestinian terrorist attacks, not Israeli settlements. Many Israeli settlements are located in
areas that eventually could be folded into Israel in exchange for equal amounts of Israeli territory transferred to Palestinian control if and when borders are agreed upon
in a final settlement.
Yet when the Obama Administration sought in 2009 to revive the comatose peace process, which has been on American-supplied life support since the collapse of the 2000
Camp David summit, it made a freeze on settlements the centerpiece of its strategy.
Prime Minister Benjamin Netanyahu’s government agreed to a temporary freeze of
West Bank settlements in November 2009 but balked at halting housing construction
in east Jerusalem, which is claimed by both Israelis and Palestinians. It was unwise
for the Administration to push for a settlement freeze in Jerusalem that no Israeli
government could agree to in the absence of rapid movement for a permanent peace
settlement that would include ironclad provisions to ensure Israel’s security against
terrorist attacks.
The Administration’s primary focus on the settlements guaranteed friction with
Israel’s center-right government and hardened the Palestinian negotiating position,
because Palestinian Authority President Mahmoud Abbas could not be seen as less opposed to settlements than the U.S. Despite the fact that Palestinians had negotiated for
many years without gaining such a settlement freeze, Abbas has made it a condition
for resuming talks. As long as this emphasis on halting construction in Jerusalem continues, there is likely to be little progress on negotiations because the Palestinians will
sit back and let Washington extract concessions from Israel without feeling any need
to reciprocate with concessions of their own. To make matters worse, Abbas chose to
push for the U.N. to endorse unilateral Palestinian statehood rather than relying on
negotiations with Israel, which is the only genuine path to peace.

RECOMMENDATIONS
Put the U.S.–Israel Partnership First. The political instability that has plagued the
Arab Middle East in recent years has underscored the fact that Israel is America’s only
reliable, stable ally in the region. The Administration should rethink its Middle East
priorities to enhance strategic cooperation and improve bilateral relations with the
Middle East’s only genuine democracy.

191

GEOPOLITICS +
FLASH POINTS

Escalate Military Efforts in Iraq Against ISIS. Washington should expand the
size and role of U.S. ground forces to include combat missions to end the ISIS reign
of terror in western Iraq. Baghdad needs much more help in defeating ISIS, which
already poses a growing regional threat and could pose a significant threat to the U.S.
homeland if it is allowed to consolidate its Islamist totalitarian rule. U.S. military advisers should be embedded in Iraqi military units closer to the front lines. U.S. Special
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Operations forces should be deployed in greater strength and embedded with Kurdish
militias and Sunni Arab tribal militias to enhance their effectiveness and coordinate
U.S. airstrikes. A more extensive and intensive application of air power is required in
Syria as well as in Iraq.
Abrogate the Iran Nuclear Deal. Upon entering office, the next Administration
should immediately review Iran’s compliance with the existing deal, as well as its
behavior in sponsoring terrorism, subverting nearby governments, and attacking U.S.
allies. Any evidence that Iran is cheating on the agreement (which is likely given Iran’s
past behavior) or continuing hostile acts against the U.S. and its allies should be used
to justify nullification of the agreement. Regrettably, Tehran already will have pocketed up to $100 billion in sanctions relief by the time the next Administration comes to
office because of the frontloading of sanctions relief in the early months of the misconceived deal. Continuing to fork over billions of dollars that Tehran can use to finance
further terrorism, subversion, and military and nuclear expansion will only worsen
the situation.
In place of the flawed nuclear agreement, which would boost Iran’s long-term military
and nuclear threat potential, strengthen Iran’s regional influence, strain ties with U.S.
allies, and diminish U.S. influence in the region, the new Administration should:
ȖȖ

Expand sanctions on Iran. The new Administration should
immediately reinstate all U.S. sanctions on Iran suspended under
the Vienna Agreement and work with Congress to expand sanctions,
focusing on Iran’s nuclear program; support of terrorism; ballistic
missile program; interventions in Syria, Iraq, and Yemen; human rights
violations; and holding of five American hostages (Washington Post
reporter Jason Rezaian, Christian pastor Saeed Abedini, former U.S.
Marine Amir Hekmati, Iranian-American consultant Siamak Namazi,
and former FBI agent Robert Levinson, who has been covertly held
hostage by Iran since 2007).
The new Administration should designate Iran’s Islamic Revolutionary
Guard Corps (IRGC) as a foreign terrorist organization and apply
sanctions to any non-Iranian companies that do business with the IRGC’s
extensive economic empire. This measure would help reduce the IRGC’s
ability to exploit sanctions relief for its own hostile purposes.
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Washington should also cite Iranian violations of the accord as reason
for re-imposing U.N. sanctions on Iran, thus enhancing international
pressure on Tehran and discouraging foreign investment and trade that
could boost Iran’s military and nuclear programs. It is critical that U.S.
allies and Iran’s trading partners understand that investing or trading
with Iran will subject them to U.S. sanctions even if some countries
refuse to enforce U.N. sanctions.
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Strengthen U.S. military forces to provide greater deterrence
against an Iranian nuclear breakout. Ultimately, no piece of paper will
block an Iranian nuclear breakout. The chief deterrent to Iran’s attaining
a nuclear capability is the prospect of a U.S. preventive military attack. It
is no coincidence that Iran halted many aspects of its nuclear weapons
program in 2003 after the U.S. invasion and overthrow of hostile regimes
in Afghanistan and Iraq. Libyan dictator Muammar Qadhafi, motivated by
a similar apprehension about the Bush Administration, also chose to give
up his chemical and nuclear weapons programs. To strengthen deterrence
of an Iranian nuclear breakout, it is necessary to rebuild U.S. military
strength, which has been sapped in recent years by devastating budget cuts.
The Obama Administration’s failure to provide for the national defense
will shortly result in the absence of U.S. aircraft carriers from the Persian
Gulf region for the first time since 2007. Such signs of declining U.S.
military capabilities will exacerbate the risks posed by the nuclear deal.

ȖȖ

Strengthen U.S. alliances, especially with Israel. The nuclear
agreement has had a corrosive effect on bilateral relationships with
important U.S. allies in the Middle East, particularly those countries that
are most threatened by Iran, such as Israel and Saudi Arabia. Rather than
sacrificing the interests of allies in a rush to embrace Iran as the Obama
Administration has done, the next Administration should give priority
to safeguarding the vital security interests of the U.S. and its allies by
maintaining a favorable balance of power in the region to deter and
contain Iran. Washington should help rebuild security ties by boosting
arms sales to Israel, Saudi Arabia, and other members of the Gulf
Cooperation Council (GCC) that are threatened by Tehran, taking care
that arms sales to Arab states do not threaten Israel’s qualitative military
edge in the event of a flare-up in Arab–Israeli fighting.
The U.S. and its European allies also should strengthen military,
intelligence, and security cooperation with Israel and the members of
the GCC, an alliance of Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and
the United Arab Emirates, founded in 1981 to provide collective security
for Arab states threatened by Iran. Such a coalition could help both to
contain the expansion of Iranian power and to facilitate military action
(if necessary) against Iran.

ȖȖ
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Put a high priority on missile defense. Iran’s ballistic missile force,
the largest in the Middle East, poses a growing threat to its neighbors.
Washington should help Israel to strengthen its missile defenses and
help the GCC countries to build an integrated and layered missile defense
architecture to blunt the Iranian missile threat. The U.S. Navy should be
prepared to deploy warships equipped with Aegis ballistic missile defense
systems to appropriate locations to help defend Israel and the GCC allies
against potential Iranian missile attacks as circumstances demand. This
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will require coordinating missile defense activities among the various
U.S. and allied missile defense systems through a joint communications
system. The U.S. should also field missile defense interceptors in space
for intercepting Iranian missiles in the boost phase, which would add a
valuable additional layer to missile defenses.
Adopt an Agenda to Bring Freedom to Iran. The Obama Administration made a
grave error in muting its criticism of Iran’s 2009 crackdown on the opposition Green
Movement and Iran’s chronic abuses of human rights. In the long run, a free Iran is the
best hope for peace and security in the volatile Middle East. Washington must make it
clear that the U.S. stands with the Iranian people, not with the repressive regime of the
ayatollahs. It should publicize and condemn Tehran’s human rights violations, expose
the corruption of regime officials, publicize the activities of opposition groups, and
help them communicate with the Iranian people.
Support Egypt’s Efforts to Make the Transition to a Stable Democracy. The U.S.
should support freedom in Egypt to advance its own interests as well as those of the
Egyptian people. President el-Sisi’s government has a much better chance of laying
the groundwork for a stable democracy than the Muslim Brotherhood regime that it
overthrew, which was headed for dictatorship. The U.S. should leverage aid to Egypt to
ensure that Cairo adheres to the terms of its peace treaty with Israel and respects the
freedom and human rights of its own citizens.
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Help Libya Make the Difficult Transition to Political Stability. Washington
should continue to work with Libya’s new leaders to build a stable and effective democratic government and should provide technical help in repairing Libya’s damaged
oil infrastructure to expedite the flow of its oil exports. Washington also should offer
to train Libya’s military and intelligence personnel and cooperate with them to locate,
secure, and destroy Qadhafi’s stockpile of mustard gas, remove supplies of yellowcake uranium, and recover anti-aircraft missiles and other weapons to prevent them
from falling into the hands of terrorists. In return, the Libyan government should be
pressed to assist the investigation into the Benghazi terrorist attacks more actively
and bring all of the terrorists involved to justice.
Adopt a Realistic and Effective Policy on Syria. The U.S. should work with its
European, Turkish, and Arab friends to increase international support, military aid,
and economic aid for moderate non-Islamist groups within Syria’s loose opposition
coalition. Although the Obama Administration initially rejected and later botched
providing military support for Syrian rebels, more aid is needed to offset the growing
Russian and Iranian military interventions in Syria. Aid should be stepped up for Syrian Kurdish and Arab militias that have a good record in fighting ISIS, as well as Assad.
Ultimately, the goal should be to force President Assad to step down and be replaced
by a transitional government that limits the influence of Islamist extremists.
Push for Incremental Steps in Israeli–Palestinian Peace Negotiations, not
Rush to Failure on a Comprehensive Settlement. Washington should continue
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its efforts to revive the stalled Israeli–Palestinian peace talks but should refocus its
diplomacy by abandoning the Administration’s counterproductive campaign for an
immediate freeze on Israeli settlements, which only encouraged the Palestinian Authority to hold back from negotiations. Instead of an all-out push for a comprehensive
settlement, which is impossible as long as Hamas controls Gaza, Washington should
press for incremental progress on security arrangements, confidence-building measures, and bolstering the welfare of Palestinians on the West Bank. This would help
to shore up support for the Palestinian Authority at the expense of Hamas, which has
transformed Gaza into a base for terrorism.
Work to Create More Pro-Western Democracies and Fewer Dictatorships in
the Middle East. In the wake of the “Arab Spring,” the U.S. has an opportunity to encourage and support the emergence of democratic governments that respect the rights
of their own people, oppose terrorism, and reject the siren call of Islamist extremism.
Washington should encourage incremental political and economic reforms by its
friends, but it also must realize that the chief barriers to freedom in the Middle East
remain hostile regimes in Iran and Syria and the many terrorist organizations that
they support. The Obama Administration should step up its half-hearted support for
pro-democracy opposition movements in Iran and Syria.

FACTS AND FIGURES
ȖȖ

Iran’s radical Islamist regime is the world’s
leading state sponsor of terrorism. It has close
ties to the Lebanon-based Hezbollah, which it
organized and continues to finance, arm, and
train. Tehran also supports a wide variety of
Palestinian terrorist groups including Hamas,
Palestinian Islamic Jihad, and the Popular
Front for the Liberation of Palestine—General Command.
With the largest ballistic missile arsenal in the
Middle East, Iran has the capability to strike
U.S. bases in the region, as well as Israel,
Egypt, Turkey, and a growing number of other
U.S. allies, using a medium-range ballistic
missile (MRBM).

ȖȖ

Experts predict that Iran could develop an
intercontinental ballistic missile (ICBM) that
could reach the U.S., although it is not known
how long this will take.

Iran had executed an estimated 877 people
between January and early November
2015, and will lead the world with the most
executions per capita for the year of 2015 with
a number that will likely surpass 1,000.

ȖȖ

The “Arab Spring,” which began in Tunisia in
December 2010, brought popular protests,
political instability, and chaos to many Arab
countries. Autocratic leaders were toppled
in Tunisia, Libya, Egypt, and Yemen, and the
beleaguered Assad dictatorship in Syria fought
back ruthlessly, triggering a sectarian civil war
that threatens the stability of surrounding
countries. Although the initial pro-democracy
impetus of the popular demonstrations was
encouraging, Islamist extremists are positioned to exploit the ensuing political turmoil,
economic disruptions, power vacuums,
and anarchy.
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ȖȖ

The Assad regime, aided by Russia, Iran,
and Hezbollah, has provoked a civil war that
has claimed the lives of more than 250,000
Syrians and driven more than 8 million out
their homes and more than 4 million out of
the country into refugee camps in neighboring
Turkey, Jordan, Lebanon, and Iraq. Many of
these refugees also have sought to migrate to
countries in the European Union.
The “Arab Spring” has weakened governments
aligned with the West while creating political
instability, economic collapse, and chaos that
has favored Islamist extremists competing for

power in affected countries. Al-Qaeda also has
exploited the chaos to expand its influence
and carve out sanctuaries in Iraq, Syria, Yemen,
Libya, and Egypt’s Sinai Peninsula.
ȖȖ

While Israel remains committed to a negotiated resolution of the Israeli–Palestinian
conflict, Palestinians have not negotiated
in good faith. Hamas, which controls Gaza,
rejects not only negotiations, but also Israel’s
very right to exist. The Palestinian Authority,
which broke off negotiations with Israel, is now
seeking statehood unilaterally and hopes to
gain U.N. support for this goal.
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North Korea
THE ISSUE

T

he rogue regime in North Korea poses one of the most dangerous threats to U.S. national security interests. Pyongyang presents a multifaceted military threat to peace
and stability in Asia as well as a global proliferation risk. The Hermit Regime has developed enough fissile material for 10–16 plutonium-based nuclear weapons and conducted
nuclear tests in 2006, 2009, and 2013. Pyongyang has doubled the size of its uranium
enrichment facility, increasing not only the potential threats from an expanded nuclear
weapons arsenal, but also the risk of nuclear proliferation. Moreover, North Korea has
contributed to nuclear proliferation by assisting programs in both Iran and Syria.
North Korea has declared that it already has a full nuclear strike capability, even
altering its constitution to enshrine itself as a nuclear-armed state. Among North
Korea’s many direct verbal threats to the U.S., in December 2014, the National Defense
Commission warned that Pyongyang would “carry out an ultra-harsh war of reaction
targeting the entire U.S. mainland, including the White House and the Pentagon. Our
military and people are perfectly prepared to fight with the U.S. in all kinds of war,
including a cyberwar.”
The U.S. and South Korea have revised their estimates and now see a more dire North
Korean threat. After recovering components of the intercontinental ballistic missile
(ICBM) launched by North Korea in December 2012, South Korea assessed that it had
“a range of more than 10,000 kilometers.” In April 2015, General Curtis Scaparrotti,
commander of U.S. Forces Korea, testified that he believes the North Koreans “have
had time and capability to miniaturize a nuclear warhead. They have stated that they
had intercontinental missiles and they had a nuclear capability, and they paraded it. As
a commander, I think, we must assume that they have that capability.”

North Korea has approximately 1 million people in its military, with reserves numbering several million more. Pyongyang has forward-deployed 70 percent of its ground
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In April 2015, Admiral Bill Gortney, commander of the North American Aerospace
Defense Command, told reporters that the KN-08 road-mobile ICBM “is operational
today. Our assessment is that they have the ability to put a nuclear weapon on a KN08 and shoot it at the [U.S.] homeland.” Pyongyang has already deployed hundreds of
missiles that can target South Korea, Japan, and U.S. bases on Okinawa and the U.S.
territory of Guam.
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forces within 90 miles of the Demilitarized Zone (DMZ), making it possible to attack
with little or no warning. Pyongyang’s unprovoked acts of war in 2010 against a South
Korean naval ship and a civilian-inhabited island were chilling reminders that its conventional forces remain a direct military threat to a U.S. ally.
North Korea will continue to conduct additional provocative acts in order to achieve
its foreign policy objectives. New North Korean leader Kim Jong-un has shown himself to be just as belligerent and dangerous as his predecessors.

RECOMMENDATIONS
Resist the Siren Song of Re-engagement with North Korea. Washington and
Seoul repeatedly tried diplomatic overtures, but all were firmly rejected by Pyongyang.
Kim Jong-un’s regime vowed never to abandon its nuclear weapons or return to the
Six-Party Talks. Another envoy would get the same message.
Urge China to Pressure Pyongyang. Beijing should be told that its reticence to
join international pressure on North Korea is triggering the crisis that China seeks
to avoid. Pyongyang has only been emboldened to ratchet up tensions still further,
pushing Washington and its allies to take necessary military steps that Beijing does
not want.
Since the U.N. Has Been Reluctant to Impose Measures Against North Korea,
the U.S. Should:
Insist that the next U.N. resolution—to be implemented after a North
Korean nuclear test—include Chapter VII, Article 42 of the U.N. Charter,
which allows for enforcement by military means. This would enable
naval ships to intercept and board North Korean ships suspected
of transporting precluded nuclear, missile, and conventional arms,
components, or technology.

ȖȖ

Demand that all U.N. member nations fully implement U.N. resolution
requirements to prevent North Korea’s procurement and proliferation of
missile-related and WMD-related items and technology.

ȖȖ

Publicly identify all North Korean and foreign banks, businesses, and
government agencies suspected of violating U.N. resolutions.

ȖȖ

Freeze and seize the financial assets of any involved North Korean and
foreign person, company, or government entity violating U.N. resolutions
and U.S. or international law.

ȖȖ

Call upon foreign banks, businesses, and governments to reciprocate
U.S. actions against North Korean and foreign violators.
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Lead an international effort against North Korean illegal activities,
including currency counterfeiting and drug smuggling. U.S. law
enforcement actions in 2005 against Pyongyang’s accounts in Banco
Delta Asia were highly effective, but they were later abandoned in
acquiescence to North Korean demands to “improve the atmosphere”
for nuclear negotiations.

Fully Implement Existing U.S. Laws Against North Korea’s Illicit Activities.
Contrary to Obama Administration depictions of North Korea as the most heavily
sanctioned country in the world, the U.S. has imposed stronger punitive measures
against the Balkans, Burma, Cuba, Iran, and Zimbabwe. Washington should impose
the same measures on Pyongyang as it has already done for other countries for far less
egregious violations of U.S. law, including:
ȖȖ

Designate North Korea as a primary money-laundering concern such as
the U.S. Treasury previously designated Ukraine, Burma, and Iran.

ȖȖ

Ban North Korean financial institutions’ correspondent accounts in the
U.S. The U.N. Panel of Experts concluded that North Korean transactions
continue to be mostly in “United States dollars from foreign-based
banks and transferred through corresponding bank accounts in the
United States.”

ȖȖ

Publicly identify and sanction all foreign companies, financial
institutions, and governments assisting North Korea’s nuclear and
missile programs and call on foreign banks, businesses, and governments
to reciprocate U.S. actions.

ȖȖ

Formally charge North Korea as a currency counterfeiter.
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Fund U.S. Defense Commitment to Asia. While the Obama Administration has
been stalwart in its rhetoric pledging an “Asia Pivot,” it has not provided the military
budget necessary to honor fully American commitments to security in the Pacific. Massive defense budget cuts are already affecting U.S. capabilities in the region,
increasing risk to allies, U.S. security and economic interests, and the safety of U.S.
service personnel and American citizens living and working in the region.
Improve U.S. Homeland Ballistic Missile Defense. The U.S. should accelerate the
deployment of additional ground-based midcourse defense interceptors in Alaska and
California to prevent an emerging gap between North Korean ballistic missile capabilities and U.S. defenses.
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FACTS AND FIGURES
ȖȖ

North Korea has a 1.1 million-man army, 70
percent of which is deployed within 60 miles
of the Demilitarized Zone (DMZ) that divides
North and South Korea. These forces include
mechanized infantry corps, artillery corps, an
armored corps, and several infantry corps.

ȖȖ

North Korea has 13,000 artillery pieces
deployed along the DMZ. Many of these
weapons, including chemical weapons–capable systems, already threaten the 13 million
inhabitants of Seoul, which is located 30 miles
from the DMZ.

ȖȖ

North Korea has 800 Scud short-range tactical
ballistic missiles, 300 No Dong medium-range
missiles, and 100–200 Musudan intermediate-range ballistic missiles. The Scud missiles
can reach anywhere in South Korea, the No
Dong missiles can target all of Japan, and
the Musudan missiles can hit U.S. bases on
Okinawa and the U.S. territory of Guam.

ȖȖ

North Korea spends an estimated 25 percent
of its gross national product on its military.
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THE ISSUE

I

n May 2012, Vladimir Putin became president of Russia for a third term after
serving a term as prime minister. Since then, Russia has become more assertive
internationally and more oppressive domestically. Russia invaded and illegally annexed Crimea. It has backed, trained, and armed separatists in eastern Ukraine—and
has even sent thousands of troops to fight there. It continues to occupy 20 percent of
the Republic of Georgia and is still in violation of the 2008 Six Point Peace Agreement
which ended its 2008 war with Georgia. Russian fighter jets are conducting airstrikes
in support of embattled Syrian President Bashar al-Assad. Russia has also intensified
its efforts to bring the countries of the former Soviet Union into its fold through organizations like the Eurasian Economic Union and has hardened its rhetoric against the
European Union and the United States.
Almost 25 years have passed since the collapse of the Soviet Union and still nothing indicates that Russia is on a path to reform. Democratic freedoms are in retreat, corruption is endemic, and the future is bleak. The same failings of the Soviet Union a quarter
of a century ago are starting to reappear in Putin’s Russia today.
Thanks to the drop in the price of crude oil and international economic sanctions, the
Russian economy is now in recession. Russia’s population is declining due to aging,
rampant alcoholism and drug addiction, widespread disease, and low fertility rates.
Expressions of ultranationalism are on the rise, fortifying the government’s quest for
a new sphere of influence. The collapse of the Soviet Union and the fall of the Berlin
Wall caught many by surprise. Western leaders should not allow a resurgent Russia or
the instability deriving from a degenerate Russia to catch them by surprise as well.
MODERN IMPERIALISM

In the eyes of Russians at the time, the 17th-century and 18th-century territorial gains
that in part defined Imperial Russia were regarded not as “annexations” but as taking what was already theirs. At the time, Russia’s imperial conquests were popularly
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What the West is witnessing today is not a resurgent Cold War Russia, as commentators frequently claim, but an Imperial Russia. Putin’s behavior is like that of the
Russian Tsars who built the Russian Empire nation by nation, province by province,
and kingdom by kingdom.
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characterized as acts of liberation of fellow Orthodox Christians from Polish Catholic rule. Take out the religious dimension and replace it with the need to protect—to
paraphrase Putin—Moscow’s fraternal ties with ethnic Russians, and we have a similar situation.
Today, just as in the 19th century, Russia’s leaders see themselves as taking what is already theirs. Whether it is Transnistria, South Ossetia, Abkhazia, Crimea, the creation
of the Eurasian Union, the Customs Union with Belarus and Kazakhstan, or what
amounts to the suzerainty of Armenia in all but name, the empire is being rebuilt.
INVASION OF UKRAINE

When Kremlin-backed Ukrainian President Viktor Yanukovych failed to sign an
Association Agreement with the EU in 2013, months of street demonstrations led to
his ouster in early 2014. Russia responded by violating Ukraine’s territorial integrity,
sending troops, aided by pro-Russian local militia, to occupy the Crimean Peninsula
under the pretext of “protecting Russian people.” This led to Russia’s eventual annexation of Crimea. Such annexation by force is unprecedented in the 21st century.
Backed, armed, and trained by Russia, separatist leaders in eastern Ukraine declared
the Lugansk People’s Republic and the Donetsk People’s Republic, leading to the
creation of the so-called Federal State of Novorossiya. Russia has continued to back
separatist factions in the Donbas region of eastern Ukraine with advanced weapons,
technical and financial assistance, and the use of Russian conventional and special
operations forces.
The number of Russian troops operating in Ukraine has fluctuated depending on the
security situation on the ground. For example, when Ukrainian forces were making
headway against the separatist factions, Moscow responded by sending an estimated
5,000 troops into Ukraine. Two cease-fire agreements—one in September 2014 and
another in February 2015, known as Minsk I and Minsk II, respectively—have come
and gone.
While the formal cease-fire has held, fighting has continued between Ukrainian forces
and forces of pro-Russia rebels or regular Russian troops fighting alongside them.
Russian convoys including howitzers, tanks, and air defense systems have continually
crossed the border into Ukraine. These cease-fire agreements have resulted in the de
facto partition of Ukraine and have created the region’s newest frozen conflict.

The U.S. is one of five littoral Arctic powers and one of only eight countries that have
territory located above the Arctic Circle, the area just north of 66o north latitude that
includes portions of Norway, Sweden, Finland, Russia, Canada, Greenland, Iceland,
and the United States.
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Arctic actors take different approaches to military activity in the Arctic. Although the
security challenges currently faced in the Arctic are not yet military in nature, there
is still a requirement for military capability in the region that can support civilian
authorities. For example, civilian search and rescue and natural disaster response in
such an unforgiving environment can be augmented by the military.
Even so, Russia has taken steps to militarize its presence in the region. Russia’s Northern Fleet, which is based in the Arctic, counts for two-thirds of the Russian Navy. A
new Arctic command was established in 2015 to coordinate all Russian military activities in the Arctic region. Over the next few years, two new so-called Arctic brigades
will be permanently based in the Arctic, and Russian Special Forces have been training
in the region. Old Soviet-era facilities have been reopened; for example, the airfield on
Kotelny Island has been put into use for the first time in almost 30 years. The ultimate
goal is to deploy a combined Russian arms force in the Arctic by 2020, and it appears
that Russia is on track to accomplish this.
Russia’s strategic goals in the Arctic are to secure current and potential energy resources located in the region and to maintain military superiority above the Arctic Circle. Although the threat of armed conflict among the Arctic powers remains low, the
U.S. should consider the implications of Russian militarization in the region in light of
Moscow’s recent aggression in Ukraine.
RUSSIAN PROPAGANDA

Russia has used propaganda subtly and consistently to garner support for its foreign
policies. In the 2013 Concept of the Foreign Policy of the Russian Federation, the Russian government is explicit about its aims to utilize mass media to further its foreign
policy aims.
In its propaganda, Russia will seek to ensure its objective perception in the world;
develop its own effective means of information influence on public opinion abroad;
strengthen the role of Russian mass media in the international information environment, providing them with essential state support and participating actively in international information cooperation; and take necessary measures to counteract information threats to its sovereignty and security.
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RUSSIA IN THE MIDDLE EAST

In the Middle East, Russia has been successful in pursuing its economic and geopolitical interests at the expense of the United States and its allies. It has successfully
blocked Western efforts in the U.N. to intervene in Syria and provided President Assad
with the necessary diplomatic and military support to resist the armed opposition.
Putin’s proposal to have Syria’s chemical weapons destroyed by the international
community stopped a planned American strike against Damascus, improved Putin’s
image abroad, and secured Assad’s power—at least for now. For the first time since the
end of the Cold War, Russia emerged as an equal player vis-à-vis Washington. It did it
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with a much weaker hand, gaining a diplomatic and geopolitical victory against a much
stronger player.
Russia’s direct military invention on behalf of Assad has complicated matters even
more for the U.S. and its partners. Russia’s ultimate goal in Syria is the preservation
of the Assad regime. If Assad goes, Russia stands to lose its only naval base in the
Mediterranean Sea at the port city of Tartous. As Russia’s only port in the Mediterranean—and its only toehold in the Middle East—this would be a major blow
to Moscow.
Even if Assad hangs onto power, he will never control all of Syria as it once was. Putin
knows this. Therefore, it is likely Moscow will help shore up Assad’s defenses in the
region around Latakia—where he maintains his strongest support. Coincidently, this is
also where his naval base is located.

Assad is happy to play host to the Russians, regardless of the cost. There has been a lot
of focus on Iran being the primary guarantor of the Assad regime’s survival. Although
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Putin sees the Middle East as another region on his global chessboard that can serve
as a spoiler of Western policy. Putin does not care if the Middle East burns or if thousands die. For Putin, the perception of the U.S. failing in the Middle East is a personal
victory, and keeping a naval base for Russia is an added bonus.
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Tehran plays an important role in this regard, it should not be overstated. While Iran
can fund a war in Syria using proxies, only Russia has the national resources and the
expeditionary military capability to intervene in a meaningful way to prop up the
regime. More importantly, for Damascus, only Moscow has the right to veto on the
U.N. Security Council that can delay, block, or frustrate international efforts that could
result in the removal of Assad.
Russia has also continued providing diplomatic protection and support for theocratic, terrorist-supporting Iran. Moscow defends Iran’s right to peaceful nuclear energy
and has active economic ties with the country. It helped Tehran to build and launch
the Bushehr nuclear power reactor and to train hundreds of Iranian military officers,
nuclear scientists, and engineers.
EURASIA: REBUILDING THE SPHERE OF INFLUENCE

In the former Soviet Union region, which covers most of Eurasia, Russia has used its
coercive power as well as soft power to advance its influence. Today, Russia maximizes influence in the region through economic, diplomatic, and military means. Russia
maintains a sizable military presence in Armenia and Tajikistan and occupies 20 percent of Georgia. Russian businesses and foreign investment are found in every Central
Asian and South Caucasus country. Russian-backed organizations, like the Collective
Security Treaty Organization (CSTO) or Eurasia Economic Union, attempt to bind
regional capitals to Moscow through a series of agreements and treaties.
Russia views the South Caucasus as part of its natural sphere of influence and stands
ready to exert its influence in the region by force, if necessary. In August 2008, Russia
invaded Georgia, coming as close as 15 miles to the capital city of Tbilisi. Seven years
later, several thousand Russian troops occupied the two Georgian provinces of South
Ossetia and Abkhazia.
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In 2015, Russia signed so-called integration treaties with South Ossetia and Abkhazia.
Among other things, these treaties call for a coordinated foreign policy, creation of a
common security and defense space, and implementation of a streamlined process for
Abkhazians and South Ossetians to receive Russian citizenship. The Georgian Foreign
Ministry criticized the treaties as a step toward “annexation of Georgia’s occupied
territories.” These agreements are the first step in a process of Russian annexation
of these two breakaway regions—both of which are still internationally recognized as
part of Georgia. Considering Russia’s illegal annexation of Crimea, Georgians have
serious cause for concern.
Today, Moscow continues to take advantage of ethnic divisions and tensions in the
South Caucasus to advance pro-Russian policies that are often at odds with America’s
or NATO’s goals in the region.
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FACING AN UNCERTAIN FUTURE

In the domestic media, Russia has been positioning itself as an alternative to the West
in economic and ideological issues. Russia granted temporary asylum to former CIA
employee and former National Security Agency contractor employee and defector
Edward Snowden, who inflicted some of the worst damage on U.S. intelligence capabilities to date.
While the Kremlin thinks in terms of 19th-century territorial expansionism and rearmament, Russia’s ills are the 21st century’s problems: lack of good governance, a need
for rule of law to make citizens safe and attract domestic and foreign investment, and
the rise of Islamic minorities at home. These issues, along with others like poor relations with the West, geopolitical competition with China and Turkey, and the threat of
economically falling behind India and Brazil, add up to an unenviable knot of problems.

RECOMMENDATIONS
Promote Stability in Eurasia. Washington should recognize Eurasia’s importance to
the geopolitics of the Eastern Hemisphere and support the sovereignty, independence,
and integration with Western structures of the independent countries of Eurasia. The
U.S. should support pro-democracy national and secularist forces in the region, while
understanding that democratization is likely to be a very slow process.
Promote Continuous Bilateral U.S. Involvement in Eurasia. This includes
strengthening bilateral diplomatic, political–military, and economic partnerships
and regional cooperation with key states, especially Azerbaijan, Georgia, Kazakhstan,
Ukraine, and Uzbekistan.
Increase Regional Geopolitical, Linguistic, Religious, and Historical Expertise
in the U.S. Government. Since the end of the Cold War, regional expertise has declined in the U.S. intelligence community, the military, and the State Department.
Champion Economic Freedom. The U.S. should work to prevent the Eurasian Economic Union from closing market access and expanding state sectors.

ȖȖ

Expand the target list of Russian officials under the Magnitsky
Act. Washington should implement a greater range of targeted sanctions
aimed directly at Russian officials responsible for violating Ukrainian
sovereignty, including freezing financial assets and imposing visa bans.
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Continue to Enforce Economic Sanctions Against Russia over Its Invasion and
Occupation of Crimea and Eastern Ukraine. From a military and diplomatic point
of view, it makes no sense not to have robust capability in Central and Eastern Europe.
Defending the Baltic States and deterring Russian aggression will be far easier and
cheaper than liberating them would be.
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ȖȖ

Develop a new diplomatic strategy for dealing with Russia. The U.S.
could start by acknowledging that the Russian “reset” is—and has long
been—dead. Russia has already been expelled from the G-8, and NATO–
Russia cooperation has been suspended. The U.S. should continue to
marginalize Russia in other international forums, including the G-20.

ȖȖ

Adopt a new global free-market energy policy. The U.S. should work
immediately and comprehensively to eliminate barriers to U.S. energy
exports. The benefits are obvious—reducing Europe’s dependence on
Russia to keep the lights on and the fires burning.

ȖȖ

Withdraw from New START. New START is a fundamentally flawed
treaty that dramatically undercuts the security of the United States and
its allies. It does nothing at all to advance U.S. security, while handing
Moscow a significant strategic edge in Europe. Russia’s aggression
in Ukraine jeopardizes the supreme interests of the United States,
destabilizing a region crucial to the U.S. and the NATO alliance.

FACTS AND FIGURES
ȖȖ

In Transparency International’s 2014 Corruption
Perceptions Index, Russia saw a decrease in its
global position ranking to 136th, which is down
from 127th in 2012. Russia ranked 143rd in the
The Heritage Foundation/Wall Street Journal
2015 Index of Economic Freedom a slight
decrease in its position from 2014, when it was
ranked 140th.

ȖȖ

Between the years of 2010–2014 Russian
defense spending increased 30.5 percent
while U.S. defense spending decreased by 18.8
percent during the same period.

ȖȖ

From 2001 to 2014, Russia’s inflation-adjusted
military spending went up by over 170 percent.
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South Asia
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A

t stake in South Asia are some of America’s most vital national security interests,
including stabilizing Afghanistan and Pakistan and ensuring that neither country
serves as a safe haven for global terrorists; keeping Pakistan’s nuclear weapons safe
and secure and out of the hands of terrorists; preventing (potentially nuclear) war
between India and Pakistan; and building a strong strategic partnership with India to
enhance its ability to play a stabilizing role in the broader Asia–Pacific region. America
needs to maintain diplomatic, economic, and military engagement in South Asia to
protect these core national security interests.
Afghanistan. There are currently around 13,200 U.S. and NATO troops in Afghanistan
as part of Operation Resolute Support to train and advise the Afghan forces. NATO
formally ended combat operations in December 2014, but coalition forces regularly
conduct airstrikes in support of the Afghan forces, and American Special Operations
Forces continue to carry out raids on Taliban and al-Qaeda hideouts.
President Obama’s decision to extend the U.S. troop presence in Afghanistan beyond
2016 is welcome news, but he needs to drop all arbitrary deadlines for withdrawal.
Despite his earlier pledge to withdraw all U.S. forces, except those necessary to protect
the U.S. embassy, by the end of 2016, Obama announced in October 2015 that a force
level of 5,500 U.S. troops will remain in the country when he departs office in January
2017. The 9,800 U.S. troops currently deployed in Afghanistan will now remain in the
country through most of 2016.

Al-Qaeda and Associated Terrorist Groups. The U.S. has made strides against the
al-Qaeda core leadership through an aggressive drone campaign in Pakistan’s tribal
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The fall of the northern Afghan city of Kunduz to the Taliban in September 2015 demonstrates that the Afghan security forces continue to need U.S. and NATO support in the
form of air strikes, intelligence, training, and battlefield advice. Afghan forces were able to
regain control of Kunduz, but other key urban areas remain under threat from the Taliban. Also contributing to Obama’s decision to extend the U.S. troop presence was growing
concern among U.S. policymakers about the potential for a security meltdown in Afghanistan along the lines of what Iraq experienced in 2014. Moreover, there are increasing
signs of ISIS gaining a foothold in Afghanistan, particularly in the eastern province of
Nangarhar, further complicating the terrorist landscape and contributing to instability.
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areas bordering Afghanistan. However, the nature of the threat is evolving and al-Qaeda affiliates, dispersed throughout the Middle East and North Africa, are strengthening and operating with increasing effectiveness, despite a lack of centralized command
and control from al-Qaeda leadership based in Pakistan. Nevertheless, the global
terrorist threat emanating from Pakistan remains a core U.S. national security concern
as a multitude of different extremist groups with varying degrees of ties to al-Qaeda
operate in and from Pakistan. The Pakistani military’s continued support to terrorist
groups like the Lashkar-e-Tayyiba (LeT), which conducted the 2008 Mumbai attacks,
and the Haqqani Network, which regularly conducts attacks in Afghanistan, undermine U.S. national security interests.
U.S.–Pakistan Relations. The U.S.’s relationship with Pakistan has stabilized somewhat following a series of shocks in 2011–2012, including the U.S. unilateral raid that
killed Osama bin Laden on May 2, 2011. Pakistani Prime Minister Nawaz Sharif and
Chief of the Army Staff General Raheel Sharif made separate visits to Washington in
the fall of 2015, during which leaders of the two countries expressed commitment to
an enduring partnership. The U.S. continues to provide around $1.5 billion in military
and economic assistance to Pakistan on an annual basis. For the first time, however,
the Obama Administration is set to follow through on legislative conditions on aid to
Pakistan by withholding $300 million in Coalition Support Funding due to Pakistan’s
failure to crack down on the Haqqani Network.
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Despite strong U.S. prodding, the Pakistan government has refused to take action
against the Haqqani Network, which was designated a Foreign Terrorist Organization
(FTO) by the U.S. State Department in September 2012—one year after it conducted
a major attack on the U.S. embassy in Kabul. Pakistan’s reluctance to crack down on
the Taliban leadership based on its territory and its ambivalence toward pushing the
group toward dialogue is feeding conflict in the region. Unless Pakistan agrees to adopt
more consistent and comprehensive counterterrorism policies and cuts all ties to
extremist groups like the Haqqani Network and LeT, Washington needs to continue to
reduce military aid to Islamabad.
President Obama’s wavering commitment to Afghanistan and his aggressive timelines
for withdrawal have contributed to Pakistan’s policy of maintaining ties to terrorist
groups. Pakistani leaders assess that U.S. forces will depart the region before Afghanistan is stabilized and thus calculate that continuing support for the Taliban and
Haqqani Network constitutes their best chance to counter Indian regional influence.
While President Obama’s recent announcement to extend the U.S. troop presence in
Afghanistan beyond 2016 is a step in the right direction, it does not go far enough. The
U.S. should drop all arbitrary deadlines for withdrawal and maintain the current level
of troops in the country (9,800) as long as conditions merit it.
Pakistan has intensified its crackdown on the Tehrik-e-Taliban Pakistan (TTP, or Pakistani Taliban) over the past eighteen months. The Pakistani military launched operations against TTP hide-outs in North Waziristan in mid-June 2014, and the parliament
passed a National Action Plan (NAP) to counter terrorism in January 2015, shortly after
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TTP terrorists attacked a military school in Peshawar, killing 145, mostly children. The
TTP has conducted numerous attacks, resulting in thousands of Pakistani casualties,
since the group was formed in 2007. There are tentative signs that Pakistan’s recent
crackdown on the TTP has reduced the group’s ability to attack the Pakistani state.
Despite Pakistan’s crackdown on the TTP, there are no signs that Pakistan is reining in
the LeT. Indeed in April 2015, Pakistan released on bail the LeT mastermind behind
the Mumbai attacks, Zakiur Rehman Lakhvi. The day before Lakhvi’s release, the U.S.
had announced the approval of nearly $1 billion in U.S. military sales to Pakistan.
Securing Pakistan’s Nuclear Weapons. The U.S. has given Pakistan crucial assistance to improve the safety and security of its nuclear arsenal. If the U.S. develops
hostile relations with Pakistan, it will lose any ability to influence Pakistan’s handling
of its nuclear assets. Perhaps the strongest argument for continuing to pursue engagement with Pakistan is to help ensure that its nuclear weapons do not fall into the
hands of terrorists. Pakistan has one of the world’s fastest-growing nuclear weapons
arsenals, and its stockpile is now estimated at 120 warheads. It also has adopted a
military doctrine that emphasizes the use of short-range, tactical nuclear weapons
to counter India’s conventional military superiority. Documents released illegally by
former National Security Agency contractor Edward Snowden highlighted the U.S. intelligence community’s concern about the vulnerability of Pakistan’s nuclear program
to global terrorists. The realization that Osama bin Laden resided for six years within a
half-mile of the Pakistan military’s premier defense academy has increased fear within
the U.S. intelligence and policymaking community that al-Qaeda could eventually gain
access to Pakistan’s nuclear weapons.
The Obama Administration is reportedly considering a deal with Pakistan that would
put limits on its nuclear weapons program in exchange for Pakistan becoming a member of the Nuclear Suppliers Group (NSG) and thus gaining increased access to civilian
nuclear technology and material. Such a step would lend international legitimacy to
Pakistan’s nuclear program, putting it on par with India, which received a civil nuclear
waiver from the NSG in 2008. Neither Pakistan nor India has signed the Nuclear Nonproliferation Treaty.

Indo–Pakistani Tensions. The dispute over the status of Kashmir has been at the
heart of Indo–Pakistani tensions since partition of the Subcontinent in 1947 and
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Pursuing a nuclear deal with Pakistan before it has fully cracked down on terrorist
groups on its soil would be a mistake. Separating Pakistan’s approach to terrorism
from its handling of its nuclear assets is not sound policy when considering fundamental U.S. national security interests in South Asia, including preventing an Indo–Pakistani military conflict that could become nuclear, and ensuring that Pakistan’s nuclear
weapons stay safe and secure and out of the hands of terrorists. Many argue that Pakistan continues to support terrorist proxies in the region under the protection of its
“nuclear umbrella” in order to keep both Afghanistan and India off balance. A U.S.–Pakistan nuclear deal would lend credibility to this dangerous and irresponsible strategy.
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the cause of two major wars (in 1948 and in 1965) as well as the Kargil border conflict in 1999. In recent years, however, friction over Afghanistan has also contributed to their mutual hostility. Indo–Pakistani tensions have increased following the
May 2014 election of Bharatiya Janata Party (BJP) leader Narendra Modi, who has
adopted a tougher stance on terrorism. Fire exchange along the Line of Control that
divides Kashmir has escalated over the past year, killing dozens of Indian and Pakistani soldiers and civilians. Talks planned for August 2015 between the two countries’ national security advisers were called off when the two sides could not agree on
the agenda of the talks. India wants talks to focus on containing terrorism in the region, while Pakistan insists that they engage on the decades-old dispute over Kashmir. Pakistan has stalled on a pledge to give India the status of most-favored-nation,
which would allow the two countries to trade on equal terms, giving each other low
tariffs and high import quotas.
With terrorist groups operating relatively freely in Pakistan and maintaining links to
the country’s military and intelligence services, the risk of the two countries climbing
the military escalation ladder and eventually engaging in all-out conflict is relatively high. Pakistan’s nuclear weapons capability appears to have acted as a deterrent
against Indian military escalation during both the 2001–2002 military crisis and
following the 2008 Mumbai attacks, but the current BJP-led government in India
would be under great pressure to react strongly in the face of a terrorist provocation.
Pakistan’s recent focus on incorporating tactical nuclear weapons into its warfighting
doctrine has also raised concern that if conflict does break out, there is now a higher
risk of nuclear exchange.
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India’s Growing Role in the Asia–Pacific. The U.S. has a fundamental interest in
developing a strategic partnership with rising democratic power India, not only in its
immediate South Asian neighborhood, but also in East Asia. India is strengthening its
naval presence in the Indian Ocean region and enhancing its political and economic
ties beyond and into the Pacific. The growing strategic challenge presented by a rising
China should contribute to an increase in cooperation between Washington and New
Delhi in defense and other key sectors, such as space, maritime security, and nuclear nonproliferation.
Washington and New Delhi raised the level of their trilateral dialogue with Tokyo and
the three nations conducted joint naval exercises in the Bay of Bengal in October 2015,
sending Beijing a clear message about their resolve to maintain free and open seaways.
The scope of future Indo–U.S. strategic and security cooperation, however, will depend
to a large extent on the degree to which the U.S. shows sensitivity toward Indian core
security concerns, which revolve mainly around its archrival, Pakistan. The Obama
Administration’s discussion of a possible civil nuclear deal with Pakistan has revived
Indian suspicions of U.S. strategic intentions in the region and could lead India to
recoil on its outreach to the U.S., if such a deal were actually implemented.
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RECOMMENDATIONS
Condition Aid to Pakistan on Its Cracking Down on Terrorist Groups Attacking
U.S. Interests in Afghanistan and Elsewhere. Pakistan continues to support the
Haqqani Network that has conducted increasingly brazen attacks on U.S. interests in
Afghanistan. Pakistan also has failed to bring to justice terrorists allegedly involved
in the 2008 Mumbai attacks that killed nearly 170 people, including six American
citizens. Heritage Foundation analysts have long supported conditioning military aid
to Pakistan; the U.S. plans to withhold $300 million in CSF funding due to Pakistan’s
failure to crack down on the Haqqani Network. The U.S. can no longer skirt around
the fact that Pakistani support to some terrorist groups leads to American deaths and
undermines critical U.S. national security interests.
Continue Drone Strikes, Including Strikes on Haqqani Targets in Pakistan’s
Tribal Areas. The drone strikes in Pakistan’s tribal areas have severely downgraded
the al-Qaeda leadership and disrupted its ability to attack the U.S. Washington should
pursue the same kind of aggressive drone campaign against the Haqqani Network in
North Waziristan.
Establish a Congressional Commission to Investigate Pakistan’s Role in Afghanistan. The public contradictions within the Obama Administration regarding the
extent to which Pakistan supports U.S. enemies in the region is leading to speculation
that the Administration is reluctant to rock the boat with Pakistan in the middle of a
drawdown of forces from Afghanistan. This in turn is weakening the U.S. position in
the region and emboldening Pakistan’s military leadership. A bipartisan panel would
help to bring clarity to U.S. policy toward Pakistan.
Stay Engaged in Afghanistan. The U.S. should drop all arbitrary deadlines for withdrawal from Afghanistan and commit to keeping in place the number of U.S. troops
currently stationed there as long as conditions merit it. The U.S. should maintain deep
diplomatic and economic engagement with Afghanistan and keep a sufficient residual
U.S. force presence to train, advise, and support Afghan forces and to conduct counterterrorism operations. This U.S. policy for Afghanistan would advance four important
U.S. interests in the region: (1) prevent reestablishment of Afghanistan as an operating base for terrorism; (2) encourage neighboring Pakistan to take on the organized
terrorist groups within its borders, of particular concern because of Pakistan’s nuclear
weapons; (3) ensure ISIS does not develop a foothold in the region; and (4) strengthen the U.S. relationship with India.
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Remain Open but Shrewd on the Issue of Afghan Reconciliation. The goal of
Afghan peace talks should be to split the Taliban from al-Qaeda and encourage them
to become part of the political process, not to allow them to exercise dominant power
at the expense of other ethnic groups and progress made for the people of Afghanistan
over the past 14 years. The U.S. should be realistic about the threat that Taliban extremists and their al-Qaeda allies pose and not pin false hopes on a political reconciliation process merely to justify a troop withdrawal. Political reconciliation is desirable
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but only if it contributes to the goal of ensuring that Afghanistan never again serves as
a safe haven for global terrorists.
Encourage Indo–Pakistani Dialogue. The U.S. should fully support the resumption
of dialogue between Islamabad and New Delhi but should also avoid seeking any kind
of mediation role. Pakistan and India made strong progress in peace talks in 2004–
2007, and Washington should encourage them to return to the terms of those talks.
The U.S. should not seek to restrict India’s diplomatic and economic involvement in
Afghanistan to appease Pakistan. India has an important role to play in encouraging democratic institution building and economic development and shares the U.S.
strategic objective of preventing global terrorists from reestablishing a safe haven in
the country.
Initiate a Quadrilateral Security Dialogue Involving the U.S., Japan, Australia,
and India. The “Quad” concept, originally mooted eight years ago but shelved when the
Chinese objected, has taken on greater significance in the wake of recent Chinese land
reclamation and construction activity in the South China Sea. Japan and Australia have
each signaled their concern about China’s assertive behavior, and Indian Prime Minister
Narendra Modi has shown willingness to work more closely with the U.S. in the Asia–
Pacific. For instance, the U.S. and India signed a landmark agreement in January 2015,
“The Joint Strategic Vision for the Asia Pacific and Indian Ocean Region,” affirming their
commitment to safeguarding maritime security and ensuring freedom of navigation and
over flight throughout the region, especially in the South China Sea. The time is ripe for
the U.S. to take the lead in operationalizing the Quad.

FACTS AND FIGURES
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Two-thirds of the $27 billion in U.S. aid to Pakistan over the past decade has been military
assistance, including $13 billion in Coalition
Support Funds (CSF—reimbursements to
Pakistan’s military for its counterterrorism
operations along the Afghan border). The
U.S. suspended military assistance to Pakistan
in 2011 following increased tensions and
Pakistan’s closing down of NATO supply lines.
The U.S. resumed CSF payments to Pakistan in
December 2012 and reinstated other military
aid programs in October 2013 when Prime
Minister Sharif visited President Obama.
The 2015 National Defense Authorization Act
(NDAA) authorized up to $1 billion in CSF funding for Pakistan and the U.S. transferred $336
million of this amount in July 2015. However,

in August 2015, the U.S. signaled it was set to
withhold $300 million in CSF due to Pakistan’s
failure to crack down on the Haqqani Network.
ȖȖ

Pakistan is expanding and improving its
nuclear arsenal more rapidly than any other
country. It is estimated to have about 120 warheads and is on track to possess the world’s
third-largest nuclear stockpile (behind the U.S.
and Russia) within a decade.

ȖȖ

Nearly 35,000 Pakistani civilians and security
forces have been killed in terrorist attacks in
the past decade. These are costs that Pakistan
is now bearing partly because of its years of
support, training, and financing of terrorist
groups that it hoped would stay focused
on India.
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The U.S. and India have completed defense
deals worth over $10 billion in the past eight
years. The U.S. and Indian militaries hold

regular exercises across all services, including
an annual trilateral naval exercise in the Indian
Ocean with Japan.
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America’s Commitment to Taiwan
THE ISSUE

T

aiwan is a critical partner of the U.S. Its security, freedom, and economic well-being—and its ability to make decisions about its relationship with Beijing free of
coercion—have long been, and ought to remain, important objectives in American
foreign policy.
U.S. relations with Taiwan are governed by the Taiwan Relations Act (TRA) of 1979.
Having switched official recognition from the Republic of China (ROC or Taiwan) to
the People’s Republic of China (PRC) on January 1, 1979, Congress passed the TRA to
encompass every aspect of its “unofficial” U.S. relations with Taiwan. The TRA and
Taiwan have enjoyed broad, bipartisan support since. There are, however, several specific policy commitments the TRA enshrines into U.S. law that need to be given vigilant
attention so as to avoid slippage in U.S. policy.

President Obama has sold approximately $14 billion in arms to Taiwan. Half of it, however, was initiated by the previous Administration. Having fulfilled most of the Bush
Administration pledges, and substituted upgrades of Taiwan’s current fleet of F-16
fighter jets for its requests to buy new ones, the Obama Administration waited more
than four years to make a new sale—the longest such period of inactivity since 1979.
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Arms Sales. The TRA makes it a matter of policy that the U.S. “will make available
to Taiwan such defense articles and defense services in such quantity as may be necessary to enable Taiwan to maintain a sufficient self-defense capability.” The TRA
further directs that the “President and the Congress shall determine the nature and
quantity of such defense articles and services based solely upon their judgment of
the needs of Taiwan.” This means that, as Ronald Reagan pointed out in his assurances to the Taiwanese in 1982, that the U.S. may not consult with the government in
Beijing on arms sales to Taiwan. Judging by Taiwan’s military deficiencies, the U.S.
has fallen dangerously behind where it needs to be in order to help Taiwan defend
its territory against the PRC. Despite a welcome warming in relations between the
PRC and Taiwan in recent years— symbolized in 2015 by the first meeting between
the heads of each government in Singapore in 70 years—the PRC military remains
focused on the potential use of force to seize Taiwan. Indeed, as the Department
of Defense’s annual report on the Chinese military states: “Preparing for potential conflict in the Taiwan Strait remains the focus and primary driver of China’s
military investment.”
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In the event, the $1.8 billion sale in December 2015 consisted largely of second-hand
equipment and munitions.
International Organizations. The TRA prohibits the U.S. from “supporting the
exclusion or expulsion of Taiwan from continued membership in any international
financial institution or any other international organization.” Taiwan belongs to 35
international organizations or subsidiary agencies, including the World Trade Organization (WTO) and the Asia–Pacific Economic Cooperation (APEC). However, it
has been systematically excluded from many others. U.S. support for Taiwanese U.N.
membership would directly contradict long-standing, bipartisan policy. However, the
Obama Administration has supported Taiwan’s “meaningful participation” in more
international organizations, including U.N. agencies, and Congress has sought to hold
the Administration to its word. Congress has achieved some recent limited success
with regard to the International Civil Aviation Organization (ICAO) and the World
Health Assembly (WHA). Current efforts in Washington are focused on gaining Taiwanese participation in INTERPOL.
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Security Guarantee. The TRA contains assurances of U.S. concern for Taiwan’s
security that are as strong as possible short of a treaty commitment. It declares “that
peace and stability in the area are in the political, security, and economic interests of
the United States, and are matters of international concern [as opposed to internal
PRC concern]” and that use of anything “other than peaceful means” constitutes “a
threat to the peace and security of the Western Pacific area and of grave concern to the
United States.” It also states that U.S. policy is to “maintain the capacity of the United
States to resist any resort to force or other forms of coercion that would jeopardize the
security, or the social or economic system, of the people on Taiwan.” The U.S. can best
meet this commitment by maintaining its own military capability and readiness vis-àvis the standing threat to Taiwan from the PRC; maintaining the closest possible military relationship as with Taiwan; providing Taiwan the weapons it needs to contribute
to its own defense; and making abundantly clear to Beijing the consequences that will
ensue from the use of force.
Trade Relations. Nothing in U.S.–China policy or the TRA prohibits the U.S. from
concluding trade agreements with Taiwan, yet progress in trade talks such as those
under the U.S.–Taiwan Trade and Investment Framework Agreement (TIFA) has been
very slow. In addition to the TIFA process, Taiwan has expressed interest in joining the 12-nation Trans-Pacific Partnership free trade agreement (TPP). In a region
deeply committed to regional economic integration, Taiwan has been prevented, due
to sensitivities over PRC reaction, from joining regional trade tie-ups, including the
16-nation Regional Comprehensive Economic Partnership (RCEP), or making many
bilateral arrangements. South Korea, its closest national competitor in the region, is
part of the RCEP and has bilateral FTAs with the U.S., the EU, and China. South Korea
will also likely be the first new member of the TPP, which will further isolate Taiwan
and leave it more dependent economically on the PRC. Beyond agreements with five
of its small diplomatic allies (the nations which maintain official diplomatic relations),
Taiwan has FTAs with only New Zealand and Singapore.
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RECOMMENDATIONS
Support Taiwan’s Acquisition of Diesel-electric Submarines.
Make Available New Advanced Fighter jets for Taiwan.
Actively Support Taiwan’s Participation in INTERPOL and other International Organizations.
Support Taiwan’s Earliest Possible Accession to a TPP that Enhances Economic Freedom among its Participant Countries, if Congress Approves the Agreement. In the absence of such, or as incentive to pursue the reforms to join a TPP, the
U.S. should pursue a bilateral free trade agreement (FTA )with Taiwan.

FACTS AND FIGURES
ȖȖ

Taiwan has been a vibrant democracy since
1996. As of 2015, it has celebrated two peaceful
transfers of power between opposing parties.

ȖȖ

Taiwan has diplomatic relations with 22
nations and representative offices in 57
countries, while foreign countries maintain 68
embassies or representative offices in the ROC.

ȖȖ

ȖȖ

Measuring by GDP per capita, Taiwan is the
28th-richest country in the world and the
14th-largest export market for the U.S. For
agricultural products, it is seventh in the world.

ȖȖ

According to The Heritage Foundation/
Wall Street Journal 2015 Index of Economic
Freedom, Taiwan is the 14th-freest economy in
the world.

Taiwan is the fifth-largest economy in
East Asia.
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Alliances and
International Organizations
THE ISSUE

T

he U.S. needs to protect its interests and advance freedom, security, and prosperity. This need compels it to interact in the world through bilateral relationships,
strategic alliances, and international organizations. However, the international community is composed of nearly 200 nations, many of which are neither economically
nor politically free and feel threatened by American efforts to promote those principles. The U.S. can also meet resistance from its friends and allies when economic and
strategic issues address points of contention.

THE UNITED NATIONS AND OTHER INTERNATIONAL ORGANIZATIONS

The U.S. belongs to dozens of international technical, regional, diplomatic, military,
and financial organizations, but member states often fail to assess whether these organizations remain focused on their original goals and are fulfilling them. As a result,
their effectiveness and relevance to U.S. taxpayers is often in doubt.
The United Nations, created in 1945 to maintain international security and promote
basic human rights, performs some useful tasks but has often failed to fulfill its primary
responsibilities. For example, the world has witnessed hundreds of wars since 1945,
yet the U.N. has authorized the use of force in response to aggression only twice: to respond to North Korea’s invasion of South Korea and to repel Iraq’s invasion of Kuwait.
Its response to humanitarian crises has been erratic—authorizing a NATO intervention in Libya while standing idle in the cases of Rwanda and, most recently, Syria. The
69 peacekeeping missions have a mixed record of success and at times have been beset
by mismanagement, fraud, procurement corruption, and incidents of sexual exploitation and abuse. U.N. procurement and management have also proven vulnerable to
corruption and mismanagement, as evidenced by the Iraq Oil-for-Food scandal.
The U.N.’s aid-focused development plans have a poor record of success. An independent academic study by William Easterly and Claudia R. Williamson assessing best
and worst practices among aid agencies ranked U.N. agencies among the worst.
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The U.N. Human Rights Council, created in 2006 to replace the discredited Commission on Human Rights, has exhibited persistent bias against Israel, partiality and
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politicization in its examination of human rights, and an inability to exclude from
membership states with appalling human rights records. The council’s record in these
areas has not improved significantly since the U.S. joined it in 2009.
The failure to implement reform of the U.N. system is particularly disturbing for the
U.S., which is the U.N.’s largest financial contributor. Countries opposed to U.S. policies and leadership use the U.N. and other international organizations, in which they
are on a more equal footing with the U.S. in terms of decision making, to assert their
influence. U.S. allies are often unreliable partners in these organizations. Voting as
a single bloc enables the EU and other regional and ideological groups like the G-77
to counterbalance U.S. leadership and constrain U.S. actions. The U.S. should use the
tools available to it, including financial withholding, to bolster its efforts at the U.N.
AMERICA’S ALLIANCES IN EUROPE

Although it stands as the most successful military alliance in modern history, the
North Atlantic Treaty Organization (NATO) remains beset by post–Cold War challenges, including the struggle to formulate a cohesive defense strategy, inequitable
sharing of financial and operational burdens, enlargement fatigue, and limited European defense capabilities. NATO was barely able to act in Libya, and the U.S. was
once again forced to provide most of the critical capabilities for the mission, especially
advanced weaponry.
NATO’s mission in 1949 and throughout the Cold War was to deter and (if required)
defeat the Soviet Union and the Warsaw Pact, to protect the territorial integrity of its
members, and to stop the spread of Communism in Europe. Although the nature of the
threat might have changed, the threat itself has not gone away.
NATO does not have to be everywhere doing everything all the time, but it does have
to be capable of defending its members’ territorial integrity. The 1949 North Atlantic
Treaty is clear that NATO’s area of responsibility is “in the North Atlantic area north
of the Tropic of Cancer.”
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Although it is completely inconceivable to those in Western Europe, there are those
in NATO’s east that face legitimate security concerns from Russia. For those NATO
members that lived under the iron fist of the Warsaw Pact or in fact were outright
absorbed into the Soviet Union after World War II, Russia’s bellicose behavior today is
seen as an existential threat. Even though the Cold War is over, there is still plenty for
NATO to do to defend against 21st-century threats in the North Atlantic region.
NATO also faces a serious challenge from the EU’s efforts to create a separate defense
identity, especially in an era of declining defense budgets. The EU’s Common Security
and Defense Policy has resulted in duplication of NATO’s role and structures, delinking of the NATO and EU alliances, and discrimination against non-EU NATO members
such as Turkey. The EU’s recurring interest in lifting the arms embargo on China is but
one example of how far removed its strategic outlook is from that of the U.S.
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The Anglo–American Special Relationship is rooted in common values, shared
interests, and a mutual desire to play a leading role in the world, but the Administration has undervalued and even undermined the Special Relationship—for example,
by encouraging Argentina to advance its groundless claim to the Falkland Islands
and failing to recognize the outcome of the Falkland Islands’ 2013 referendum on
remaining a British Overseas Territory. The U.S. also benefits significantly from
being able to use the British Overseas Territory of Gibraltar in the Mediterranean
Sea and Diego Garcia in the British Indian Ocean Territory for maritime operations.
On the other hand, Britain has done too little to ensure that it remains a sovereign
and capable partner, instead cutting defense spending to critical lows and failing to
resist the EU’s relentless drive to stop member states from playing an independent
and assertive role in the world. Both sides lack a strategy for advancing united global
leadership in defense of liberty.
AMERICAN ALLIES IN ASIA

The United States has significant economic, strategic, and national security interests
at stake in Asia. In the 21st century, Asia’s importance to the U.S. will only continue to
grow. Not only is Asia home to the world’s second-largest and third-largest economies,
but, given Europe’s economic turmoil, Asia is the only component of the global economy that is likely to grow—at least in the near future.
A strong American economic, diplomatic, and military presence in the region is necessary because Asia remains politically unstable. The U.S. is the hub of a “wagon wheel”
of bilateral alliances that undergirds regional security. This regional balancing is of
such importance that many local states are subsidizing the American presence.
The U.S. and its local allies each contribute based on their own strengths, thereby reducing redundancy and overlap. As a result, local and American forces will achieve far
more together than either would alone.
The U.S. has treaty commitments to five allies in the Western Pacific: Japan, South Korea, Australia, the Philippines, and Thailand. The alliances in East Asia and Australia,
combined with forward-deployed forces of more than 80,000 troops and the Seventh
Fleet throughout the region, serve as anchors of America’s resident power status to
balance the rise of China and ensure regional peace and security.
In particular, U.S. military bases in Japan and South Korea are indispensable in
deterring an aggressive, heavily armed Communist North Korea. The U.S. and Japan
are becoming even closer with changes in alliance guidelines and other restrictions
on Japan’s defense policy over the past couple of years. U.S. forces in Japan are also
being realigned and repositioned in order to make them sustainable in the long run.
The U.S. has important new enhancements to its rotational deployments in Australia,
and pending a Supreme Court decision in the Philippines, it will greatly enhance its
rotations there.
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The U.S. also has key security partners in Taiwan and Singapore and growing ties with
other Southeast Asian nations and India.
The overall confidence of our allies in U.S. leadership has been undermined by perceptions of American economic decline, defense budget cuts and procurement decisions,
the rapid rise of China, and deference to Chinese interests, particularly concerning
Taiwan. The Administration has made important progress with individual allies, but
strained to counter these doubts in the absence of solutions to underlying causes.

RECOMMENDATIONS
Evaluate Membership in Every International Organization. The U.S. should honestly assess whether each organization works as it was intended to work and whether
its mission is focused and attainable, advances U.S. interests, and provides benefits
commensurate with U.S. funding. The U.S. should end funding for those, like the U.N.
Industrial Development Organization (UNIDO) from which the Clinton Administration withdrew in the 1990s, that are ineffective or that work against U.S. interests.
Maintain Current U.S. Law Prohibiting Funding of U.N. Organizations that Admit Palestine as a Member State as UNESCO Did in 2011. The Palestinian push
for statehood absent a negotiated agreement with Israel would deal a major setback
to Israeli–Palestinian peace prospects. Past U.S. financial withholdings have proven
effective in helping to advance U.S. policy priorities at the U.N.
Link Development Assistance to a Country’s Support for U.S. Policy Priorities
in the U.N. and Other Important International Organizations. Over the 10 U.N.
General Assembly sessions from 2004 to 2013, about 77 percent of the recipients of
U.S. development aid have voted against the U.S. most of the time on overall non-consensus votes, and 67 percent have voted against the U.S. most of the time on non-consensus votes deemed important by the Department of State.
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Use America’s Influence, Including Financial Leverage, to Press for Key U.N.
Reforms. These reforms include giving major donors greater say in budgetary decisions and how to spread the burden of the scale of assessments more equitably;
shifting voluntary funding of international organizations to support activities the U.S.
deems worthwhile and defunding lesser priorities or ineffective programs; allowing
unfettered member-state access to all audits, internal documents, and other relevant
information on the U.N. and its agencies; increasing internal oversight and accountability; reconstituting the Mandate Review to eliminate outdated, irrelevant, or duplicative activities; and enforcing real, consistent consequences for corruption, sexual
exploitation, and abuse by U.N. peacekeepers.
Review U.N. Peacekeeping Operations and be More Judicious in Approving
New Operations. If a mission has not achieved its objective or made evident progress
after a lengthy period, the Security Council should reassess whether that mission is
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serving a constructive role in resolving the situation. If not, the mission should be
ended or its expenses shifted to the nations seeking to continue it for political reasons, as is partially the case with the United Nations Peacekeeping Force in Cyprus
(UNFICYP). The pressure to “do something” should not trump sensible consideration
of whether a U.N. operation will improve or destabilize a situation or whether it has
established clear and achievable objectives, matched resources to requirements, and
secured pledges for the necessary resources before the operation is authorized.
Resist Expansion of the U.N. Security Council. Expanding the council would
contribute to gridlock, dilute U.S. influence, and likely result in less support for U.S.
interests.
Insist on More Equitable Burden-Sharing in NATO. Demand that all members
recommit to spending at least 2 percent of their gross domestic product (GDP) on
defense; request the removal of most national caveats on deployed troops and equipment in NATO operations; advance NATO’s transformational initiatives, including
strengthening of the NATO Response Force; and push NATO efforts for comprehensive missile defense.
Lead NATO Enlargement Efforts. NATO enlargement is consistent with the broader vision of a Europe that is whole, free, and at peace. The U.S. should position itself as
a champion of those countries that meet the criteria for accession to NATO.
Reject EU Attempts to Constrain U.S. Global Leadership. The U.S. should maintain strong relations with individual European nation-states; reject the EU’s “multilateralisation of multipolarity” approach to refashion the international system; defend
U.S. sovereignty against problematic EU-backed international treaties such as the Law
of the Sea Treaty, the Ottawa Convention, and the Rome Statute of the International
Criminal Court; oppose the EU’s attempts to lift its arms embargo on China; and investigate EU funding streams in the U.S. to ensure compliance with U.S. law.
Repair and Enhance the Anglo–American Special Relationship. Both nations
should commit to a policy of international leadership and a timely renewal of the
U.S.–U.K. Mutual Defense Agreement, express an exclusive commitment to NATO as
the security alliance for Europe, and declare their resolve both to continue operations
in Afghanistan and to isolate and pressure Iran.
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Demonstrate Firm Commitment to Pacific Allies and Fully Enable Partnerships. The U.S. should make investments in America’s military that are appropriate
to a long-term presence in the Pacific, including fully funding U.S. Navy shipbuilding
requirements; hold firm to plans to realign U.S. forces in Japan; maintain the 28,500man troop level in South Korea, both as a sign of commitment to the alliance and to
deter North Korean aggression; expand U.S.–Australian cooperation to include greater
joint use of military facilities; give the Philippines first priority for excess defense
articles, explore lend-lease options for military hardware, and robustly implement
the Enhanced Defense Cooperation Agreement (DCA); assist Taiwan in acquiring
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submarines and make available for sale the F-16C/Ds it has requested; expand operational cooperation and raise the level of strategic dialogue with Thailand; and pursue
robust strategic and military engagement with India.
Fully Fund U.S. Defense Requirements. It is unrealistic to think that the U.S. can
cut defense spending by an additional $1 trillion over the next decade and still maintain its current level of commitment. Shortchanging U.S. defense spending may appear
to provide short-term budgetary gains, but such gains will come at an unacceptable
risk to America’s armed forces, allies, and national interests in the Asia–Pacific.
Retain Robust Forward-Deployed U.S. Military Forces in the Western Pacific.
American resolve should be backed by sufficient forces to deter or respond to regional
military threats. These forces should be closely integrated with their South Korean
and Japanese counterparts.
Enunciate U.S. Strategy for Asia. In light of pending defense budget cuts, the
Administration and Congress should outline their strategy for Asia. Reducing U.S.
military capabilities undercuts America’s ability to defend its allies, deter threats,
and respond quickly to aggressive actions or natural disasters in Asia. Consequently,
it is imperative—if the Administration and Congress are intent upon cutting defense
spending—to explain how the U.S. will preserve its interests with its remaining forces.
Strengthen U.S. Alliances. Washington cannot meet all of the challenges presented
by Asia on its own. America should rely on a comprehensive network of alliances and
relationships with other Asian nations—countries that share common values of freedom, democracy, and free-market principles. The U.S. should urge the most capable
of its alliance partners to augment their contributions to their defense and to aid in
addressing international security challenges. At the same time, it should provide local
states with better self-defense capacity so that America’s friends and allies can better
defend themselves, contribute to common regional security, and alleviate demands on
American forces.
Integrate Air–Sea Battle Strategy with Allies’ Missions and Capabilities. Regional uncertainties exist about the parameters of the new U.S. doctrine and whether
it creates greater gaps between U.S. and ally capabilities. With allies being called upon
to assume greater security responsibilities, Washington should ensure that they are
suitably integrated.

FOREIGN AFFAIRS

Express Support for an Expanded Japanese Security Role Both in Asia and
in Global Humanitarian and Peacekeeping Missions. The U.S. should reassure
Japan’s neighbors that such changes pose no threat and augment rather than undermine stability in the region because such an expansion is integrated with U.S.
force plans.
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FACTS AND FIGURES
ȖȖ

A majority of the U.N.’s 193 member states are
neither politically nor economically free.

ȖȖ

Total U.S. contributions to the U.N. system
exceeded $7.691 billion in 2010, the most
recent year for which data were provided by
the Office of Management and Budget.

ȖȖ

ȖȖ

Two-thirds of the General Assembly’s
members, which in the aggregate in 2015
are assessed only about 1.6 percent of the
U.N.’s regular budget and 0.5 percent of the
peacekeeping budget, can approve increases
over the objections of the U.S.
The U.S. is the U.N.’s largest financial supporter,
responsible for 22 percent of the regular U.N.
budget (over $600 million in 2015). Each of
the least-assessed countries is charged about
$28,000 per year.

ȖȖ

The U.S. is assessed nearly 28.4 percent of
the U.N. peacekeeping budget ($2.3 billion
in 2015–2016). Each of the least-assessed
countries was charged approximately $8,276.

ȖȖ

Only four NATO member states (Estonia,
Greece, the U.K., and the U.S.) currently spend
the benchmark of at least 2 percent of GDP
on defense.

ȖȖ

New York City alone spends more on policing
than 14 NATO members each spend on their
national defense.

ȖȖ

The Pacific is home to the world’s three largest
economies and more than half of global trade.
The U.S. has treaty commitments to five allies
in the Western Pacific: Japan, South Korea,
Australia, the Philippines, and Thailand.

ȖȖ

China’s military budget is the world’s second
largest and also its fastest growing. Its military
modernization is aimed directly at countering
American predominance.

ȖȖ

Several of the world’s most volatile conflict
zones are in East Asia, including the Taiwan
Strait, the Korean Peninsula, and the South
and East China Seas.

ȖȖ

The U.S. Pacific Command includes five
aircraft carrier strike groups, including one
based in Japan, and two-thirds of total U.S.
Marine Corps strength, 400 aircraft, and
60,000 soldiers.
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Foreign Assistance
THE ISSUE

S

upporters of traditional development assistance programs assert that they spur
economic growth in the less-developed world. However, evidence to support that
assertion is inconclusive. In fact, many economic studies find no correlation or even
an inverse correlation between provision of development assistance and economic
growth and development.
The Organization for Economic Co-operation and Development calculates that donors have provided over $4.27 trillion (in constant 2013 dollars) in net official development assistance (ODA) disbursements between 1960 and 2013. About one-fifth—$810
billion—was provided by the United States. This bilateral and multilateral development and humanitarian assistance is spent on programs intended to support social
welfare, agriculture, health care, food aid, and reform of institutions.

Yet studies by economists such as Professor William Easterly of New York University have shown repeatedly that there is no robust correlation between ODA and
long-term, sustainable economic development: economic growth, job creation, and
higher living standards. Foreign aid rarely generates sustained prosperity, and if it
does achieve short-term success, it does so at a very high price. For the most part,
no multipliers materialize after the aid is spent because it distorts the economies of
recipient nations. Development assistance often stimulates rent-seeking behavior by
the politically well-connected, weakens institutions of democratic governance, and
perpetuates the corrupt regimes that are the main obstacles to growth.
As Professors Daron Acemoglu and James Robinson stressed in their 2012 book, Why
Nations Fail: The Origins of Power, Prosperity, and Poverty, a developing country needs
fundamental political and economic change to build strong institutions along with a
societal willingness to permit creative destruction if it is to climb out of poverty. Professors Wayne Grudem and Barry Asmus emphasized in their 2013 book, The Poverty
of Nations: A Sustainable Solution, that the achievement of these fundamental changes
in attitude and philosophy must rest on a foundation of core cultural values based on
personal freedom and the pursuit of happiness.
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The Index of Economic Freedom, published annually by The Heritage Foundation
and The Wall Street Journal, measures a country’s openness to competition; the
degree of state intervention in the economy (whether through taxation, spending, or
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overregulation); and the strength and independence of the judiciary in enforcing rules
and protecting private property. It consistently finds that free markets and entrepreneurship are keys to prosperity. There is a significant positive correlation between
higher economic freedom scores and reduced poverty as measured by the United
Nations Development Program’s Human Development Index as well as improved
democratic governance and political stability as tracked by The Economist Intelligence
Unit’s Index of Democracy.
The U.S. bilateral and multilateral development assistance requested for fiscal year
(FY) 2016 includes $1.425 billion for the operating budget of the U.S. Agency for International Development (USAID); $21.67 billion for bilateral economic assistance; and
$3.13 billion for multilateral economic assistance. Included in these totals are funds
for humanitarian assistance and global health programs.
Targeted U.S. political, security, and humanitarian assistance can be an effective
foreign policy tool. U.S. security assistance has made direct and short-term contributions to national security. This assistance includes the Foreign Military Sales (FMS)
program to subsidize sales of U.S. military equipment, services, and training to friendly
developing countries; International Military Education and Training (IMET) grants
for training foreign military professionals; and some funding of international peacekeeping operations in fragile and post-conflict states. Assistance is an important
aspect of our engagement with allies and other countries (for example, Afghanistan,
Israel, and Pakistan) to support America’s national interests. Programs to combat
hunger and reduce maternal mortality and HIV/AIDS help to maintain America’s
credibility as a moral world leader.
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Traditional development assistance, which relies on a government-to-government
assistance model, has not generated significant and sustainable opportunities on the
ground for people in developing nations. Instead, it has tended to promote statist
approaches to development that concentrate control of the market, create economic
distortions and opportunities for corruption, and promote dependence on government. With rare exceptions, traditional ODA has tended to reinforce the problems that
undermine sustainable development and dilute the impact of efforts to address the
consequences of economic stagnation, such as illiteracy and gender inequity.
In any case, rapidly increasing private financial flows to the developing world are
marginalizing ODA. According to the World Bank, “Officially recorded remittances
to developing countries are expected to reach $435 billion [in 2014], an increase of 5
percent over 2013.” According to the World Investment Report 2015, more than $1.2
trillion of private foreign direct investment flowed into countries around the world
and accounted for “more than 40 per cent of external development finance to developing and transition economies.” According to the Hudson Institute’s Index of Global
Philanthropy, billions of American dollars from faith-based and other charitable, academic, and humanitarian groups go to the needy overseas every year and show better
results than government ODA. The key is to facilitate these flows, not compete with
them. Private flows go where they obtain the best return or best navigate the policy
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hurdles. The U.S. should encourage developing countries to remove the barriers that
impede these flows.
Over the past decade, the U.S. government has attempted to achieve more measurable results from its aid programs. The Millennium Challenge Account program
was innovative in that it was designed to allocate assistance to countries that have
embraced policies linked to economic growth. The objective criteria used by the
Millennium Challenge Corporation (MCC) to determine which countries will receive funding—“their performance in governing justly, investing in their citizens, and
encouraging economic freedom”—mirror principles used in preparing the annual
Index of Economic Freedom. Participation in MCC programs requires recipient governments to take high-level ownership of the projects funded and commit to reducing
corruption and improving transparency and accountability—creating the so-called
MCC effect. MCC programs promote sustainable economic development deals in such
areas as transportation, water and industrial infrastructure, agriculture, education,
private-sector development, and capacity building.
The Administration and Congress must understand that they are stewards of American taxpayer dollars and have a responsibility to ensure that economic, humanitarian,
and security assistance dollars are not squandered. They must endeavor to ensure that
assistance is effectively and efficiently achieving its intended purpose whether it is
augmenting economic development, alleviating suffering during a crisis, or supporting
America’s national interests. Congress and the Administration should regularly assess
U.S. aid programs to determine whether they are performing well or are in need of reform. Similarly, as the world and America’s interests change, so should our assistance
allocations change.

RECOMMENDATIONS
Conduct an Independent Evaluation of All U.S. Assistance Programs. As a matter of due diligence, Congress and the Administration should evaluate all U.S. assistance programs to determine whether they are doing what America needs them to do
and, if not, implement changes to address those failings.
Enact New Foreign Assistance Legislation that Includes a Phasing Out of
USAID. USAID was established as a “temporary” federal agency under the Foreign
Assistance Act of 1961. The lessons learned about the ineffectiveness of its programs
over decades indicate that it is time for a new approach.

237

FOREIGN AFFAIRS

Redirect Development Assistance from USAID to Other Relevant U.S. Agencies. USAID’s operating budget ($1.425 billion requested for FY 2016) should be
phased out gradually along with other programs such as the Complex Crises Fund,
the Development Credit Authority, and the Overseas Private Investment Corporation. Remaining core development assistance responsibilities should be transferred
to the State Department and the MCC. USAID and State Department funding for
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development assistance to Europe and Eurasia—over $500 million in FY 2014—should
be cut by 50 percent and then phased out.
Pursue Free Trade Agreements (FTAs) with Responsible Developing Countries. Genuine and lasting development comes from private sector–led economic
growth through trade and investment, strong protection of property rights, and the
rule of law. The U.S. should seek to expand economic relations with large and friendly emerging economies through FTAs and other trade deals. FTAs encourage the
strengthening and deepening of democratic free-market institutions in both government and civil society in developing countries.
Channel Future Aid Through More Modern and Focused Delivery Systems,
Such as the MCC as Initially Envisaged. The original MCC model (one that has
been weakened under the Obama Administration) encourages the rule of law and economic freedom so that the poor empower themselves rather than remaining dependent on inefficient or even corrupt government bureaucracies.
Reform America’s Food Assistance Programs. The U.S. should eliminate costly
legal requirements for the use of U.S. food and shipping, end monetization programs,
and trim the food assistance budget to reflect the greater reach enabled by these efficiency reforms.
Increase U.S. Leadership at the U.N. by Explicitly Linking Development Assistance to Support for U.S. Priorities and Forging Coalitions with Nations that
Govern by the Principles of Political and Economic Freedom. Over the past 10
U.N. General Assembly sessions, about 82 percent of the recipients of U.S. development aid have voted against the U.S. most of the time on overall non-consensus votes,
and 69 percent have voted against the U.S. most of the time on non-consensus votes
deemed important by the Department of State.

FACTS AND FIGURES
ȖȖ
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Bilateral economic assistance increased over 50
percent from $13.2 billion ($16.5 billion in 2014
dollars) in FY 2004 to $20.7 billion in FY 2014.
USAID operating expenses more than doubled
from $613 million (about $768 million in 2014
dollars) in FY 2004 to $1.3 billion in FY 2014.
The Organization for Economic Co-operation
and Development data indicate that since
1960, donor nations have provided more than
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$4.27 trillion in development assistance (2013
dollars), with about one-fifth of that provided
by the United States.
ȖȖ

Economic studies by William Easterly,
Raghuram G. Rajan, Arvind Subramanian, and
other experts have found either no relationship
or a negative relationship between economic
assistance and growth and development in
recipient nations.
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Treaties
THE ISSUE

I

n recent years, the Obama Administration has signed treaties such as the United Nations Arms Trade Treaty and the U.N. Convention on the Rights of Persons with Disabilities. The United States should exercise great caution in regard to these treaties and
any other treaty that has implications for American sovereignty and national security.
Treaties serve a crucial role in the foreign affairs of the U.S. and its relationships with
other nations. Over the years, the U.S. has negotiated and ratified major and minor
treaties that advance its vital national interests, including the Geneva Conventions,
agreements delineating land and maritime borders with its neighbors, mutual defense
treaties, and trade pacts, but not all treaties are alike. Some treaties clearly advance
U.S. interests while granting reciprocal rights and duties to all parties. Others, however, either place undue burdens on the U.S. or erode our national sovereignty, or both.
Such treaties should not be negotiated, signed, or ratified.
The U.S. often cedes some amount of its ability to act alone when it ratifies a comprehensive multilateral treaty. The extent and impact of the cessions depends on the
nature of the treaty obligations as well as the reciprocal nature of the obligations of the
other parties to the treaty. Such cessions are necessarily difficult to quantify.
The Framers of the U.S. Constitution were prudent and wise in regard to the treaty
power. They understood that the nation should not enter lightly into international
commitments to other nations. For that reason the Framers set a high bar for ratification: Two-thirds of Senators voting, a quorum of the Senate being present, must
vote to consent to ratification of a treaty before it can be ratified by the President. In
addition, the Senate may consent with reservations, forcing the President to ratify the
treaty with those reservations or not to ratify it at all. By adopting reservations, which
are binding in nature, the Senate may give its consent to ratification while protecting
the U.S. from harmful aspects of a treaty. Some treaties may advance U.S. interests
only if such reservations are made. The Senate sometimes adopts an understanding
or makes a declaration when it consents to ratification, which, though not binding in
nature, often guides U.S. implementation of a treaty.
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There are some treaties that the U.S. should never ratify: treaties that subject the
U.S. to biased, unfair, or unwarranted scrutiny; treaties that impose unreasonable or
disproportionate restrictions that would cause a significant negative impact on the
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American economy, our national interests, or the individual freedoms of the American
people; treaties that degrade our ability to defend ourselves and erode U.S. military capabilities; and treaties that would subject U.S. citizens to the jurisdiction of an international criminal court. American sovereignty is threatened by treaties that seek to take
power away from the nations that negotiate them.

RECOMMENDATIONS
Reject Treaties that Expose the U.S. to Unfair and Unwarranted Scrutiny
of Its Implementation of International Human Rights. Examples include the
Convention on the Elimination of All Forms of Discrimination Against Women
(CEDAW) and the Convention on the Rights of the Child (which the President has
not yet transmitted to the Senate). Two recent treaties have been signed by the
Obama Administration:
1. U.N. Arms Trade Treaty. This treaty purports to establish criteria

for international sales of a broad range of weapons, from warships to
small arms. Even if the U.S. never ratifies it, proponents hope to argue
that it establishes an international “norm” for purposes of customary
international law, and thereby try to persuade U.S. executive and
judicial authorities to follow the “norm” of an unratified treaty in
ways that would restrict our ability to arm our allies and defend our
national interests.

2. U.N. Convention on the Rights of Persons with Disabilities. This
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treaty, by the Obama Administration’s own admission, will not benefit a
single American who has a disability. What U.S. ratification will achieve
is a quadrennial embarrassment when the U.S. submits itself to review
by a committee of international disability “experts” in Geneva who will
assess the U.S. record on disability rights. Ratifying this treaty would
obligate the federal government to defer to an unaccountable committee
of academics and human rights activists in violation of the principles
of U.S. sovereignty and federalism. The U.S. need not become party to
human rights treaties to demonstrate its strong commitment to those
rights; the U.S. Constitution, the Bill of Rights, state and federal law, and
enforcement agencies already protect Americans against discrimination.

Reject Treaties Like the United Nations Convention on the Law of the Sea (UNCLOS) that Would Confiscate U.S. Oil and Gas Royalties and Redistribute Them
to the “International Community.” Ratification of UNCLOS would require the U.S.
to transfer a portion of the royalty revenue generated on the U.S. extended continental
shelf (the shelf beyond 200 nautical miles from shore) to the International Seabed Authority in Kingston, Jamaica. The Authority is empowered to distribute those funds—
considered “international royalties”—to developing and landlocked nations, including
many UNCLOS parties that are led by corrupt and undemocratic regimes.
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Reject Treaties that Would Subject U.S. Citizens to the Jurisdiction of an
International Criminal Court. The American Founders did not rebel against King
George III and England so that several hundred years later the U.S. could sign a treaty
that subjects Americans to criminal trials in an international court. U.S. ratification
of the Rome Statute of the International Criminal Court would do just that. Among
the many concerns about the Rome Statute is that it creates a seriously flawed institution that lacks prudent safeguards against political manipulation, possesses sweeping
authority without accountability to the U.N. Security Council, and violates national
sovereignty by claiming jurisdiction over the nationals and military personnel of
non-party states.
Reject Treaties that Erode America’s Ability to Defend Itself by Banning
Certain Weapons Used by U.S. Armed Forces or by Degrading U.S. Nuclear
Capabilities. The agenda of domestic and international advocates of arms control
and disarmament includes pressuring the U.S. to ratify treaties that would harm our
national security, including the Protocol Banning Autonomous Weapons, Convention
on Cluster Munitions, the Anti-Personnel Mine Ban Convention, and the Comprehensive Test Ban Treaty.
Reject the Protocol Banning Autonomous Weapons. There is currently an effort in
Geneva to place a total ban on the development and use of lethal autonomous weapons
systems (LAWS). LAWS have the potential to increase U.S. effectiveness on the battlefield while decreasing collateral damage and loss of human life. The U.S. should oppose
any effort to ban them.
Reject the Convention on Cluster Munitions (CCM). The CCM, which bans
cluster munitions, is a misbegotten treaty (often known as the Oslo Convention) that
neither advances the laws of war nor enhances security. It is an all-or-nothing exercise in moral suasion that creates perverse incentives for insurgents to use civilian
populations as human shields, undermines effective arms control efforts, and inhibits
nation-states’ ability to defend themselves. It was also created by a process that denigrates the sovereignty of the U.S.
Reject the Anti-Personnel Mine Ban Convention. The U.S. should reject this
fatally flawed Convention (often known as the Ottawa Treaty), which bans the use of
all anti-personnel landmines. Such a ban would damage the U.S.’s ability to defend
itself and its allies, particularly in Korea. Furthermore, the very process by which the
convention was created is objectionable because it undermines responsible diplomacy
and the sovereignty of the U.S. and other nation-states.
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Reject the Comprehensive Test Ban Treaty (CTBT). The CTBT would bar the
U.S. from conducting explosive tests of nuclear weapons. It is a dangerous agreement that would undercut the U.S. policy of nuclear deterrence and, with it, U.S.
national security. The treaty is not verifiable because the seismic monitoring system for detecting nuclear tests will not be able to detect prohibited tests of very
low yields. It is not enforceable because ultimate enforcement powers are lodged in


Solutions 2016

the U.N. Security Council, where China and Russia can veto effective responses to
non-compliance. The CTBT’s most important flaw, however, is that it would put the
U.S. irreversibly on the path to nuclear disarmament in a world in which others have
nuclear weapons.
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