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SEQUESTRATION:  A PRIMER FOR SCA MEMBERS
 
 
History of Sequestration
 

The Balanced Budget and Emergency Deficit Control Act of 1985 set forth deficit targets leading to a balanced budget and established the sequestration process as the means of enforcing them.  Sequestration involved automatic, largely across-the-board spending reductions to bring projected budget levels in line with the statutory goals.

 

All reductions made under a sequester had to comply with the “uniform reduction percentage” applicable to each category. The reduction percentage would have been applied uniformly to all appropriations and budget accounts within the category, and the reductions also would have had to be extended uniformly to all of the programs, projects, and activities within each account.

 

Sequestration has been triggered five times in the seven years between its establishment in 1985 and 1992 (three under the Gramm-Rudman-Hollings deficit targets and two under statutory discretionary spending caps).  

 

Since 1992, Congress and the President have been able to avoid a sequester by ensuring that it did not enact spending or revenue legislation in violation of the statutory goals. At times, Congress and the President had to take advantage of flexibility in the procedures, such as the ability to designate certain spending as “emergency requirements” in order to achieve this outcome.

 

Sequestration at Present
 

The Budget Control Act of 2011, enacted August 2, 2011, brought to conclusion the 2011 debt-ceiling crisis, which had threatened to lead the United States into sovereign default.  The bill directly specified $917 billion in cuts over 10 years in exchange the initial debt limit increase of $900 billion.
 

Additionally, the agreement established the Joint Select Committee on Deficit Reduction (the "super committee") to produce debt reduction legislation by November 23, 2011, that would cut at least $1.5 trillion over the coming 10 years.

 

The agreement specified an incentive for Congress to act: If Congress failed to produce a deficit reduction bill with at least $1.2 trillion in cuts, then Congress could grant a $1.2 trillion increase in the debt ceiling but this would trigger across-the-board cuts ("sequestration") of spending equally split between security and non-security programs.  Security programs include the Department of Defense, Department of Homeland Security, Department of Veterans Affairs, the National Nuclear Security Administration, some management functions of the intelligence community, and international affairs from the U.S. State Department.  Though defense spending represents 19 percent of the budget in 2012, it would absorb half the sequester cuts.

 

Since the super committee was not able to agree upon any deficit reduction, sequestration was triggered and cuts go into effect on Jan 1, 2013.  For mandatory spending programs, the cuts will be done automatically each fiscal year.  For discretionary programs, the cuts will be done automatically in 2013, resulting in more than $54 billion in defense budget cuts in 2013 alone.  For FY 2014-2021 the discretionary sequester is achieved by lowering the discretionary toplines by the sequester amount.  That will allow the House and Senate Appropriations Committees to make the choices about how to achieve those spending cuts on a program-by-program basis rather than via an across-the-board spending cut.    

Since the sequestration cuts take effect the beginning of calendar year 2013 (Jan 1), the first quarter of fiscal year 2013 (Oct 1, 2012 - Dec 31, 2012) is not affected.  This means that any Continuing Resolution(s) that is passed to fund government operations during this period, a likely scenario, will not be subject to sequester reductions.  

 

The procedures put in place by the new law are complex, and the final budgetary outcome will depend on a variety of factors.  OMB will decide how to apply the sequester, and they have not issued any guidance and may not for many months.  The bill does not lay out any specific program funding cuts, and it is unknown at this time how deeply programs will be cut.   For example, the Navy has an appropriations account for “Shipbuilding and Conversion, Navy (SCN),” a budget activity for “Other Warships” under that account, and a line item for the “DDG 1000”, one step down from there.  The question is whether the sequester will be allocated proportionally across the accounts, leaving the Navy flexibility to allocate those cuts to sub-accounts and line items, or whether the sequester would apply all the way down to the line item level and restrict flexibility.  The first approach would allow DOD to distribute the sequester so as to cause the least harm.  The lowest level means funding for everything would be cut proportionally, or maximum pain. 

 

The sequester was never intended to happen; it was meant to provide incentive for it not to happen.  And there are currently many options being developed in Congress to limit or even stop sequestration from occurring.

 

SCA will continue to monitor developments pertaining to sequestration and provide timely updates to our membership.  Please contact us with any questions.
3/19/2012                                                                                                                                                      1

[image: image1][image: image2.jpg]