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The Budgetary Implications of 

Eliminating a Cabinet Department
The past few decades have seen various proposals to 
eliminate one or more Cabinet departments. One of the 
goals of those proposals has been to terminate activities 
thought to be better performed by state and local govern-
ments or the private sector; another has been to increase 
programs’ effectiveness through reorganization. This 
chapter focuses on a third goal: achieving budgetary sav-
ings. How much could be saved by shuttering 1 of the 
15 current departments depends crucially on whether its 
programs would be terminated or transferred to a new 
department or agency—and, if they were transferred, on 
whether they would continue without significant change 
or in altered form. In general, achieving substantial sav-
ings would require eliminating or significantly reducing 
programs, perhaps in some of the ways discussed 
throughout this volume of budget options.

Eliminating a department could result in considerable 
budgetary savings to the federal government if some or 
all of the programs operated by that department were 
also terminated. The amount of savings would eventually 
be equal to the department’s full budget for the canceled 
programs, minus any income that the department had 
received through its operation of those programs. Ini-
tially, however, the government could incur onetime costs 
for terminating programs or activities, such as the cost of 
paying accrued annual leave and unemployment benefits 
to federal employees whose jobs had been eliminated or 
of paying penalties for canceling leases for office space.

In contrast, eliminating a department while transferring 
its programs in essentially unchanged form to other 
departments or agencies would probably result in little or 
no budgetary savings, because most of the costs incurred 
by departments are the costs of the programs themselves. 
At best, simply transferring a program to another depart-
ment might reduce administrative support costs, but in 
most cases, such costs are much smaller than the costs of 
the program’s activities. In particular, 70 percent of the 
combined budgets of the 15 departments provides indi-
viduals, state and local governments, businesses, and 
organizations with grants, subsidies, insurance benefits, 
and interest payments—which all, or nearly all, consti-
tute program costs; with the Department of Defense and 
interest payments on the public debt excluded, that share 
rises to 84 percent. That collection of payments includes, 
for example, payments for individuals’ health care, grants 
and loans for postsecondary education, grants to state 
governments for highway projects, and payments to farm 
producers for crop insurance claims. In contrast, only 
12 percent of the combined budgets of the 15 depart-
ments is for personnel, an area that is likely to include 
more administrative costs. For some departments, such 
as the Department of Education, personnel costs are 
only a small percentage of their total budget because their 
main responsibility is to administer grants or other activi-
ties that primarily provide money to state and local gov-
ernments, individuals, or other entities. For other depart-
ments, such as the Department of Homeland Security 
(DHS), personnel costs are a much larger share of their 
budget because they are producing a service themselves, 
such as screening passengers at airports. 

Transferring programs and reducing them, altering them, 
or combining them with other programs could yield 
larger savings than simply transferring them if lawmakers 
chose to reduce total funding for the newly combined 
programs. In some cases, the funding reductions might 
be implemented without reducing total payments or ser-
vices provided to beneficiaries. That result would require 
that the combined programs were operated more effi-
ciently than they were in their old organizational struc-
ture and that the funding reductions were smaller than 
the efficiency gains. Such efficiency gains might arise 
from reducing overlap or duplication of effort among 
programs; for example, aid might reach intended 
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recipients at a lower cost if the number of field offices 
could be reduced. (Consolidation might also increase a 
program’s effectiveness if it made participation easier for 
the intended beneficiaries, but that outcome would not 
tend to reduce federal costs.) However, combined pro-
grams might operate less efficiently than the original 
programs in their old organizational structure if the cul-
tures of different operating units were difficult to recon-
cile or if reduced management staffing led to inadequate 
oversight, thereby increasing the potential for waste, 
fraud, and abuse.

In deciding whether to eliminate any of the current 
departments and whether to terminate, move, 
or reorganize its programs and activities, lawmakers 
would confront a variety of questions about the appropri-
ate role of the federal government. In particular, law-
makers would face decisions about whether the depart-
ment’s activities should be carried out by the public sector 
at all, and if so, whether the federal government was 
the most effective level of government to conduct them. 
Even if lawmakers concluded that state and local govern-
ments were best positioned to operate a program or activ-
ity, they would still have to decide whether the federal 
government should coordinate particular activities that 
crossed state borders and whether programs administered 
by different states should meet national standards. In 
addition, lawmakers would face choices about how 
to organize the federal government’s activities most 
efficiently. Those choices would involve considerations 
about such issues as effective management capacity 
and Congressional oversight.

Although each of those choices would reflect lawmakers’ 
judgments about the role and operation of the federal 
government, each would also have consequences for the 
federal budget. To provide information about those con-
sequences, this chapter provides an overview of the bud-
gets of the Cabinet departments; information on the cost 
of programs operated by three of the departments most 
frequently proposed for elimination (Commerce, Educa-
tion, and Energy); and policy and implementation issues 
that would arise if lawmakers were to consider eliminat-
ing a department.
An Overview of the Budgets of the 
Cabinet Departments
Since the creation of the Department of Homeland 
Security in 2002, the Cabinet has included 15 depart-
ments. Together, those departments account for the 
majority of the federal government’s budget. (The rest 
is allocated to independent agencies, such as the Social 
Security Administration and the Office of Personnel 
Management; to the legislative and judicial branches; and 
to a number of public corporations and other entities.) 
Individually, 
the departments’ budgets vary widely in size and 
composition. 

The Size of Departmental Budgets
The size of individual departments’ budgets, as measured 
by their net expenditures, or outlays, in fiscal year 2015, 
ranged from $9 billion for the Department of Commerce 
to $1.0 trillion for the Health and Human Services 
(HHS). The departments with the three largest bud-
gets—HHS, Defense, and the Treasury—accounted for 
about three-fourths of the spending by all the depart-
ments. The next three largest departments were Veterans 
Affairs, Agriculture, and Education.

Departments’ budgets can also be measured by their obli-
gations, which are their financial commitments. Obliga-
tions in a given year typically differ from outlays in that 
year because some obligations are never spent, and some 
are spent after the year in which they were made.1 As dis-
cussed below, some information about obligations is use-
ful in analyzing departments’ budget allocations.

The Composition of Departmental Budgets
Information on the composition of a department’s 
budget—in particular, its balance of program 
and administrative costs—helps to show what kinds 
of changes would have to be made to attain significant 
budgetary savings if that department was eliminated 
and some or all of its programs were transferred else-
where. To the extent that the department’s funding is 
for program costs, savings could be realized by making 

1. Obligations also differ from budget authority, which is the author-
ity provided by law to incur obligations. Budget authority can dif-
fer from obligations for the same reasons that obligations can 
differ from outlays: Some budget authority is never obligated, 
whereas some is obligated in a year other than the one in which it 
was provided.
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changes in how the programs operate or in how much 
money is provided for them. To the extent that the 
department’s funding is for administrative costs, savings 
might be realized if the receiving agency could absorb 
some portion of the administrative costs within its exist-
ing budget—particularly if its existing workforce 
assumed some responsibility for administering the trans-
ferred programs. However, such savings would 
not necessarily happen—for example, if the transferred 
programs overtaxed the management capacity of the 
receiving agency.

Unfortunately, the available data do not fully identify 
administrative costs. Certain costs can be identified as 
primarily administrative by the name of the budget 
account or by the office that incurs them, but that 
method does not yield comparable results across depart-
ments because they structure their accounts and offices 
differently. 

Another way to shed light on a department’s balance of 
program costs and administrative support costs is 
through the “object classification” system of the Office of 
Management and Budget. That system classifies the bud-
gets of federal agencies into categories and subcategories, 
some of which are likelier than others to be dominated 
either by program costs or by administrative costs. How-
ever, the federal budget does not provide detailed annual 
data about those object classes for agencies’ outlays. 
Rather, such details are provided for agencies’ obligations.

Data on obligations can overstate the budgetary savings 
that could be realized by eliminating a department, how-
ever. For one thing, some obligations are reimbursable, 
meaning that they are financed by fees or other charges 
that are collected in payment for goods and services pro-
vided by the government.2 A program’s reimbursable obli-
gations do not represent budgetary savings that would be 
achieved if that program was eliminated, because in that 
case, the fees or charges that finance the obligations 
would also be eliminated.3 For example, the Patent and 
Trademark Office’s obligations—which are all reimburs-
able, because its operations are funded entirely by fees 

2. In total, the 15 departments had about $280 billion in reimburs-
able obligations in 2015, representing 7 percent of their total obli-
gations. The Defense Department accounted for 61 percent of 
those reimbursable obligations; in percentage terms, however, 
such obligations were more important in the budgets of the 
Departments of Commerce, Energy, and the Interior.
charged to patent applicants—do not indicate savings 
that would be achieved if the office was eliminated, 
because once it was gone, the patent application fees 
would be gone as well. The discussion here therefore 
excludes reimbursable obligations and considers only 
the remaining obligations, which are known as “direct.”

But even direct obligations overstate potential budgetary 
savings. One reason is that some direct obligations are 
intragovernmental transfers, which budgets may count 
more than once because they affect multiple budget 
accounts. For example, the direct obligations of HHS 
were $1.4 trillion in 2015, a considerably larger sum than 
the $1.0 trillion of outlays cited above, mainly because 
$280 billion of intragovernmental transfers was counted 
as obligations once when they were paid to Medicare’s 
trust funds and again when money was drawn from those 
funds to pay for Medicare benefits. 

Another reason that direct obligations can overstate 
potential savings is that some of them are financed by 
excise taxes, which might be eliminated along with an 
eliminated program. For example, most of the obligations 
paid by the Transportation Department’s Highway Trust 
Fund and Airport and Airway Trust Fund are financed by 
specific excise taxes. In 2015, those taxes yielded $55 bil-
lion. If lawmakers terminated the department’s highway 
and airport grant programs, they might also eliminate the 
taxes—so savings in 2015 would have been $55 billion 
less than the amount of direct obligations suggested.

Notwithstanding their limitations as indicators of poten-
tial budgetary savings, direct obligations are the focus of 
this chapter because the federal budget provides object-
class data for them. Those object classes consist of four 
primary categories—grants and fixed charges, contractual 
services and supplies, personnel compensation and bene-
fits, and acquisition of assets—each of which is divided 
into subcategories that provide more detail. A fifth 
“other” category consists almost entirely of financial 
transfers to or from trust funds, such as the Hospital

3. Reimbursable obligations can also reflect goods or services that the 
federal government provides to itself, such as costs incurred by a 
department’s central administrative office for procurement or 
security that are reimbursed by an originating office in the same 
department or in another one. In such cases, the obligations by 
the administrative office are classified as reimbursable, but the 
obligations by the originating office are not. Reducing the origi-
nating office’s obligations would result in budgetary savings, and 
such obligations are included in the figures presented here.
CBO
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Box 6-1.

The Treatment of Federal Credit Programs in This Analysis
Given the budget rules applicable to federal credit programs—those that provide loans, loan guarantees, or 
lines of credit—the Congressional Budget Office adjusted the obligations data obtained from the Office of 
Management and Budget in order to focus on the costs of new credit extended in 2015.

Under the Federal Credit Reform Act (FCRA), the budgetary cost of credit provided in a given year is its 
expected subsidy cost to the government, defined as the net cash outlays expected over the life of the credit, 
converted to a present value using discount rates determined by the government’s cost of borrowing.1 In 
particular, the budgetary cost of the loans from a program in a given year is not the dollar volume of those 
loans but instead is a function of the projected loan defaults, recoveries on the defaults, the interest rates 
charged on the loans, and the federal government’s borrowing costs. The subsidy cost of a cohort of loans can 
be negative—that is, the loans can be recorded in the budget as reducing the deficit—if the projected interest 
payments on the loans and any fees charged to cover subsidy costs together outweigh the projected defaults. 

Under FCRA accounting, agencies are required to report not only the estimated cost of newly issued credit, but 
also changes to their estimates of the cost of credit extended in previous years.2 Such changes may be caused 
by, for example, changes in interest rates or factors affecting default rates.3

For the purpose of estimating the annual spending that might yield savings if a department was eliminated, 
CBO focused on the costs that reflect program activities in a single year. Accordingly, CBO adjusted the 
obligations data to include only those associated with new credit in 2015, leaving out the effects resulting from 
reestimates of the costs of credit issued in earlier years.4

1. Using the government’s cost of borrowing to discount the future cash flows of a credit program does not reflect the cost of 
market risk—the risk that the program will have higher costs when the economy as a whole is performing poorly and resources 
are more highly valued. An alternative measure of the cost of extending credit, called fair-value accounting, attempts to value 
market risk as private institutions would; typically, that approach involves using higher discount rates, which reduce the present 
value of future loan repayments and therefore yield higher estimates of the cost of loans to the government. See Congressional 
Budget Office, Fair-Value Accounting for Federal Credit Programs (March 2012), www.cbo.gov/publication/43027. 

2. Agencies are also required to report a credit program’s actual cash flows in and out of the government in nonbudgetary 
financing accounts. The amounts shown in such accounts represent the financing of costs already included when the credit was 
issued and are not included in the Office of Management and Budget’s budget totals nor in CBO’s analysis.

3. The obligations data for the budget accounts of individual credit programs include only positive estimated costs. Costs for new 
credit that are estimated to be negative and downward reestimates of the costs of credit issued in previous years are recorded 
in separate receipt accounts, because the programs do not have budget authority to use those negative costs to offset other 
costs (in other words, to spend the savings). CBO adjusted the data to include any negative estimated costs associated with 
credit programs.

4. In a previous version of this analysis using data for 2012, CBO adjusted the data only for the federal student loan program, by far 
the largest credit program within the three departments discussed in detail (Commerce, Education, and Energy). The present 
analysis adjusts the 2015 data for all credit programs of the Cabinet departments.
Insurance Trust Fund and the Airport and Airway Trust 
Fund. The amounts that the Congressional Budget 
Office presents for 2015 include adjustments to the obli-
gations for federal credit programs to focus on the cost of 
credit extended that year. (See Box 6-1 and Figure 6-1.)

Grants and Fixed Charges. This category of obligations 
encompasses grants, subsidies, and predetermined pay-
ments for insurance claims, interest payments (largely on 
the federal debt), and refunds. For the 15 departments 
combined, the category is dominated by payments to 
individuals (or to third parties on their behalf)—primar-
ily for health care (through Medicare, Medicaid, veterans’ 
medical care, and various smaller programs), but also 
for military pensions, the Supplemental Nutrition 
Assistance Program, tuition assistance for postsecondary 
education, refundable tax credits, and many other

http://www.cbo.gov/publication/43027
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Figure 6-1.

Direct Obligations, by Department, 2015
Billions of Dollars

Source: Congressional Budget Office, using data from the Office of Management and Budget.

Amounts shown are net of budgetary savings recorded in 2015 for new loans and loan guarantees. Those savings include $15 billion for the Department 
of Housing and Urban Development (from mortgage insurance programs), $4.3 billion for the Department of Education (from the student loan program), 
$0.4 billion for the Department of Agriculture (from programs for rural community facilities, electricification, and telecommunications), $0.4 billion for the 
Department of State (from the Overseas Private Investment Corporation), and less than $25 million each for the Departments of Transportation, Veterans 
Affairs, Energy, and Commerce.

The categories are from the Office of Management and Budget’s object classification system. “Grants and Fixed Charges” includes grants, subsidies, 
insurance claims, interest payments, and refunds. “Other,” which represents 1.1 percent of direct obligations by the Cabinet departments in 2015, 
consists almost entirely of financial transfers to or from trust funds.

a. Includes obligations reported in the budget under three headings: Department of Defense—Military Programs ($574 billion); Other Defense—
Civil Programs ($146 billion); and Corps of Engineers—Civil Works ($9 billion).

b. Includes obligations reported in the budget under the headings Department of State and International Assistance Programs. Nearly $40 billion of the 
total direct obligations shown were for the Military Sales Program. 
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Table 6-1.

Direct Obligations for Grants and Fixed Charges, by Department, 2015

Continued

Primary Activities or Programs
Department Funded by Grants and Fixed Charges

Treasury 97 543 558 Interest paid on the federal debt; refundable
tax credits, such as the earned income tax credit

Health and Human Services 97 1,410 1,448 Medicare; Medicaid

Education 96 69 72 Grants to public school districts; aid to
postsecondary students

Housing and Urban Development 94 31 34 Public housing; rental assistance programs

Labor 83 43 51 Unemployment Trust Fund; job training and 
assistance

Agriculture 81 121 149 Food and nutrition assistance programs, such as 
the Supplemental Nutrition Assistance Program

Transportation 64 59 92 Grants to state and local governments for
highways and transit systems; grants-in-aid 
for airport planning and development

Veterans Affairs 57 92 163 Compensation, pension, and readjustment 
benefits for veterans

Interior 34 7              19          Mineral lease payments to states; grants to states 
for wildlife and fish restoration; funds and   
programs for Native Americans

(Billions of(Billions of
Fixed Charges

Grants and
Allocated to 
Obligations

Percentage

dollars)

Obligations
Total Direct

dollars)

Fixed Charges
Grants and

Obligations for
Direct

of Direct
purposes.4 The category also includes payments to state 
and local governments to fund a wide variety of activities, 
including elementary and secondary education and the 
construction of highways and wastewater treatment sys-
tems. The rest of the category consists of payments to 
businesses, organizations, and affiliated people, such as 
farmers, researchers at universities, small businesses, and 
hospitals. Complete data on the distribution of grants 
and fixed charges are not readily available, but 2015 out-
lay data show that, interest payments aside, individuals 
received more than 11 times as much from the 15 depart-
ments as state and local governments did.

Grants and fixed charges accounted for 70 percent of all 
direct obligations by the Cabinet departments in 2015, 

4. Obligations for benefits from the Military Retirement Fund are 
classified as insurance claims and indemnities, although contribu-
tions to the fund from the Treasury and the Defense Department 
are classified as personnel compensation and benefits.
and they represented the majority of the obligations made 
by 8 of the 15 departments (see Table 6-1). They are 
largely or entirely program costs, not administrative costs; 
to reduce them, the government would have to reduce 
funding for agencies’ substantive programs and activities.

Contractual Services and Supplies. Some agencies of 
the federal government carry out substantial portions of 
their work through contracts with third parties for vari-
ous services and supplies. Such contracts accounted for 
13 percent of direct obligations by the Cabinet depart-
ments in 2015. The Department of Energy made the 
greatest use of contracts; they represented more than 
75 percent of its 2015 obligations. In the combined 
budgets of the State Department and related inter-
national assistance programs, contracts—mostly in the 
Military Sales Program—represented 44 percent of 2015 
obligations. Contracts also accounted for more than
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Table 6-1. Continued

Direct Obligations for Grants and Fixed Charges, by Department, 2015

Source: Congressional Budget Office, using data from the Office of Management and Budget.

Amounts shown are net of budgetary savings recorded in 2015 for new loans and loan guarantees. Those savings include $15 billion for the Department 
of Housing and Urban Development (from mortgage insurance programs), $4.3 billion for the Department of Education (from the student loan program), 
$0.4 billion for the Department of Agriculture (from programs for rural community facilities, electrification, and telecommunications), $0.4 billion for the 
Department of State (from the Overseas Private Investment Corporation), and less than $25 million each for the Departments of Transportation, Veterans 
Affairs, Energy, and Commerce. “Grants and Fixed Charges,” a category from the Office of Management and Budget’s object classification system, 
includes grants, subsidies, insurance claims, interest payments, and refunds.

a. Includes obligations reported in the budget under the headings Department of State and International Assistance Programs. Nearly $40 billion of the 
total direct obligations shown were for the Military Sales Program. 

b. Includes obligations reported in the budget under three headings: Department of Defense—Military Programs; Other Defense—Civil Programs; and 
Corps of Engineers—Civil Works.

Primary Activities or Programs
Department Funded by Grants and Fixed Charges

Statea 33 35 109 Foreign Military Financing Program; Economic 
Support Fund; Global Health Programs; 
Migration and Refugee Assistance

Homeland Security 18 11 61 Disaster Relief Fund; grants to state and local
governments for emergency management 
programs

Justice 14 4 33          Assistance to state and local law enforcement 
agencies; Crime Victims Fund

Commerce 8 1 16 Grants for economic development assistance, 
management of coastal and ocean resources, 
and research

Defenseb 8 59 729 Pensions for military retirees

Energy 6 2              28 Grants for research, development, and 
demonstration projects in sustainable 
transportation, renewable power, and energy- 
efficiency projects

Grants and (Billions of (Billions of
Fixed Charges dollars) dollars)

Obligations Grants and Total Direct
Allocated to Fixed Charges Obligations

Percentage Direct
of Direct Obligations for
30 percent of the budgets of the Justice, Defense, Interior, 
and Homeland Security Departments.

The contractual services and supplies category includes a 
range of subcategories, some of which are likelier than 
others to include relatively large shares of administrative 
costs. In particular, contracts for travel and transportation 
and for rent, communications, and utilities are likelier 
to represent administrative costs than are contracts for 
research and development, the operation and mainte-
nance of equipment, and the operation and maintenance 
of facilities.
The departments vary in their distribution of obligations 
among the subcategories. Particularly worth attention 
are the Department of Defense, because it accounts for 
more than half of the 15 departments’ total direct obliga-
tions for contracts, and the Department of Energy, 
because it relies more heavily on contracts than any 
other department does. Contracts for travel and transpor-
tation and for rent, communications, and utilities were 
about 1 percent of the direct obligations for contracts 
in 2015 made by the Energy Department, but about 
10 percent of those made by the Defense Department
CBO
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Table 6-2.

Selected Departments’ Direct Obligations for Contractual Services and Supplies, by Type, 2015

Source: Congressional Budget Office, using data from the Office of Management and Budget.

* = between zero and $500 million; ** = between zero and 0.5 percent.

a. Includes obligations reported under three headings in the budget: Department of Defense—Military Programs; Other Defense—Civil Programs; and 
Corps of Engineers—Civil Works.

b. Includes contracts classified as providing advisory and assistance services, medical care, subsistence and support of persons (including board, 
lodging, and other care), and printing and reproduction.

Defense Energy

Supplies 40 * 18 15 1 10

Research and Development 45 1 3 17 4 2

Operation and Maintenance of Equipment 35 * 4 13 1 2

Operation and Maintenance of Facilities 11 17 4 4 77 2

Travel and Transportation 14 * 5 5 ** 3

Rent, Communications, and Utilities 10 * 13 4 1 7

Other Goods and Services From Federal Sources 59 * 19 22 1 11

Other Services From Nonfederal Sources 19 1 93 7 6 54

Otherb 35 2 15 13 9 9____ ___ ____ ____ ____ ____
Total 268 22 174 100 100 100

Defensea Energy

Percentage of Department's
Direct Obligations for

Contractual Services and Supplies
Other

Departments
Other

Departments

Direct Obligations for
Contractual Services and Supplies

(Billions of Dollars)
and by the other 13 departments taken as a group (see 
Table 6-2). In contrast, contracts for research and devel-
opment, the operation and maintenance of equipment, 
and the operation and maintenance of facilities 
accounted for more than 80 percent of the direct obliga-
tions for contracts by the Energy Department, about 
35 percent of those by the Defense Department, and 
just 6 percent of those by the other departments taken as 
a group.

The extent to which funds in the remaining sub-
categories—such as supplies, other goods and services 
from federal sources, and other services from nonfederal 
sources—are used for administrative purposes cannot 
be determined without more detailed analysis of each 
department. Some supplies, for example, are used primar-
ily for administrative purposes, but much of the Defense 
and Veterans Affairs Departments’ funding obligated for 
supplies (which accounts for 87 percent of all obligations 
for supplies) is more directly mission-oriented.
Personnel Compensation and Benefits. Of the Cabinet 
departments’ 2015 direct obligations, 11 percent was for 
personnel compensation and benefits. Three depart-
ments—Defense, Veterans Affairs, and Homeland Secu-
rity—accounted for 69 percent, 8 percent, and 6 percent, 
respectively, of the total. The departments that obligated 
the largest shares of their budgets for personnel costs 
were Homeland Security and Justice (both 44 percent) 
and Defense (39 percent). Eliminating a department and 
transferring its programs elsewhere could yield savings in 
this category if total federal employment fell as a result of 
the transfer.

Acquisition of Assets and Other. Of the departments’ 
2015 direct obligations, acquisition of assets—mostly 
equipment, but also land, structures, investments, and 
loans—accounted for 4 percent of the total. The category 
was dominated by the Defense Department, which obli-
gated 74 percent of the total funds (including 93 percent 
of those for equipment and 67 percent of those for land 
and structures) and by the international assistance 
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programs reported here with the State Department, 
which accounted for 12 percent of the obligations 
(including 74 percent of those for investments and loans, 
primarily representing capital contributions and loans to 
the International Monetary Fund).5 Assets are generally 
acquired for use in program activities, but they can also 
be acquired for administrative support, as in the case 
of software systems for payroll management.

The “other” category, virtually all of which consists of 
transfers to or from trust funds, represented 1 percent of 
departmental obligations in 2015. Obligations to those 
funds are ultimately used for purposes classified in the 
other categories. For example, the $8 billion credited to 
the Highway Trust Fund subsequently supports grants 
to state governments, and the roughly $7 billion obli-
gated to the Public Safety Trust Fund in the Commerce 
Department (representing 42 percent of the department’s 
2015 direct obligations) is a repayment of loans from 
the Treasury’s general fund for asset acquisition—for the 
creation of a nationwide broadband network for first 
responders.

Commerce, Education, and Energy: 
Departmental Budgets by Program
The Departments of Commerce, Education, and Energy 
are among those most frequently mentioned in com-
ments about eliminating Cabinet departments. In 1982, 
for example, the Reagan Administration proposed elimi-
nating the Department of Energy, which had been cre-
ated just five years earlier; and in 1995, the House 
of Representatives passed a budget resolution that recom-
mended doing away with all three departments.6 This 
section examines how those departments’ direct obliga-
tions were allocated in fiscal year 2015, both by office 
and program and by object class. 

The funds of the three departments were obligated in 
sharply different ways. As noted above, a large share of 
the Commerce Department’s budget was for a transfer 

5. Though international assistance programs are grouped here with 
the State Department, as they are in the President’s budget, obli-
gations to the International Monetary Fund are administered by 
the Treasury Department. 

6. House Committee on the Budget, Concurrent Resolution on the 
Budget—Fiscal Year 1996: Report to Accompany H. Con. Res. 67, 
House Report 104-120 (May 15, 1995), http://go.usa.gov/
WKNB.
associated with acquiring an asset (namely, a broadband 
network for first responders); in contrast, the Education 
Department’s budget was obligated almost entirely for 
grants, and the Energy Department’s budget was domi-
nated by contractual services and supplies (see Table 6-3). 
Achieving substantial budgetary savings from eliminating 
one of these departments (or any other) would require 
reducing or eliminating the programs operated by that 
department. Smaller savings might be realized without 
cutting back on payments or services provided to benefi-
ciaries if the programs were combined with programs 
at other departments, but only if the programs were man-
aged more efficiently than they had been; the combina-
tion might also result in less efficient management.

Department of Commerce
The Department of Commerce has the smallest budget 
of any Cabinet department, with direct obligations of 
$16 billion in fiscal year 2015. Its 11 agencies have a vari-
ety of missions, which means that the benefits and costs 
of various proposals to eliminate the department could 
differ greatly, depending on which of the agencies, if 
any, were retained and on the changes that were made 
to programs in those retained agencies.

The total size and distribution of the department’s obliga-
tions in 2015 were both heavily influenced by a onetime 
event: the transfer of $6.6 billion to the Public Safety 
Trust Fund, to be used to fund the creation of the nation-
wide FirstNet broadband network for public safety per-
sonnel. With that transfer included, the department’s 
obligations were allocated as follows: 8 percent for grants 
and fixed charges, 19 percent for contractual services 
and supplies, 28 percent for personnel compensation and 
benefits, and 45 percent for the acquisition of assets 
and “other.” Without that transfer, total obligations 
would have been $9 billion, and the category shares 
would have been 15 percent, 33 percent, 48 percent, and 
4 percent.

In addition to being the smallest Cabinet department in 
budgetary terms, the Commerce Department is unique 
in having the largest share of reimbursable obligations; in 
fiscal year 2015, they totaled $5.0 billion, representing 
36 percent of the department’s total obligations (without 
the transfer to the Public Safety Trust Fund).7 Indeed, 

7. With that transfer included, 24 percent of the department’s total 
obligations in 2015 were reimbursable; the same proportion also 
applied to the Energy Department.
CBO
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Table 6-3.

Selected Departments’ Direct Obligations, by Object Class, 2015
Millions of Dollars

Source: Congressional Budget Office, using data from the Office of Management and Budget.

a. Amounts shown are net of $3 million in budgetary savings recorded in 2015 for new loans made in the Fisheries Finance Program. 

b. Amounts shown are net of $4.3 billion in budgetary savings recorded in 2015 for new student loans.

c. Amounts shown are net of $21 million in budgetary savings recorded in 2015 for new Title 17 Innovative Technology loans and loan guarantees. 

d. The Power Marketing Administration had $4.8 billion in total obligations; however, all but $109 million was reimbursable.

e. Contracts for the operation and maintenance of facilities made up 77 percent of the total shown. 

National Telecommunications and Information Administration 0 19 29 6,624 6,672
National Oceanic and Atmospheric Administrationa 803 3,187 1,580 274 5,844
Bureau of the Census 0 510 580 15 1,105
National Institute of Standards and Technology 241 236 360 55 892
International Trade Administration 7 212 263 7 489
Other 251 149 208 3 611______ ______ ______ ______ _______

Total 1,302 4,313 3,020 6,978 15,613

Office of Federal Student Aidb 25,559 1,274 194 2 27,029
Office of Elementary and Secondary Education 21,515 64 0 2 21,581
Office of Special Education and Rehabilitative Services 16,027 3 0 0 16,030
Office of Postsecondary Education 2,373 14 0 0 2,387
Office of Vocational and Adult Education 1,707 17 0 0 1,724
Office of Innovation and Improvement 1,094 26 0 0 1,120
Office of English Language Acquisition 732 6 0 1 739
Institute of Education Sciences 235 353 2 2 592
Departmental Management 0 179 394 9 582_______ ______ ____ ___ _______

Total 69,242 1,936 590 16 71,784

National Nuclear Security Administration 68 9,700 378 1,304 11,450
Energy Programsc 1,482 7,548 481 740 10,251
Environmental and Other Defense Activities 115 4,748 351 1,005 6,219
Departmental Administration 1 127 148 0 276
Power Marketing Administrationd 1 31 29 48 109______ _______ ______ ______ _______

Total 1,667 22,154 e 1,387 3,097 28,305

Department of Energy 

Acquisition
of Assets
and Other Total

Department of Commerce

Department of Education

Grants and 
Fixed Charges

Contractual
Services and

Supplies

Personnel 
Compensation 

and Benefits
two of the department’s agencies are funded entirely by 
fees and other offsetting collections. The Patent and 
Trademark Office, with $3.2 billion in reimbursable obli-
gations, accounted for the majority of the department’s 
total, and the National Technical Information Service 
represented an additional $175 million.8 Eliminating 
either of those offices would yield no net savings to the 
federal budget, because cutting the spending would also 
mean forgoing the income.

8. Most of the rest of the department’s reimbursable obligations 
were for the Bureau of the Census, the National Oceanic and 
Atmospheric Administration, and overall management of the 
department.
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Figure 6-2.

Direct Obligations of the Department of Commerce, 2015
Billions of Dollars

Source: Congressional Budget Office, using data from the Office of Management and Budget.

* = between zero and $50 million.

a. Amount shown is net of $3 million in budgetary savings recorded in 2015 for new loans made in the Fisheries Finance Program. 
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National Telecommunications and Information 
Administration. Of the nine Commerce Department 
agencies with direct obligations in 2015, the largest in 
budgetary terms was the National Telecommunications 
and Information Administration (NTIA), because of the 
$6.6 billion transfer for the network for first responders 
(see Figure 6-2 and Table 6-4). That transfer aside, the 
NTIA had obligations of $52 million, which is consistent 
with the $66 million it obligated in 2012, before signifi-
cant funds were allocated for the network.

National Oceanic and Atmospheric Administration. In 
most years, the National Oceanic and Atmospheric 
Administration (NOAA) is by far the largest Commerce 
agency in budgetary terms. In 2015, it accounted for 
$5.8 billion in direct obligations, representing 37 percent 
of the departmental total with the transfer to NTIA 
included and 65 percent with it excluded. Almost all of 
NOAA’s budget was obligated for five offices and for 
program support:

B The National Environmental Satellite, Data, and 
Information Service, which operates geostationary and 
polar orbiting satellites and manages a global environ-
mental database;

B The National Weather Service, which provides 
weather forecasts and alerts;

B The National Marine Fisheries Service, which 
addresses issues related to fish stocks, marine mam-
mals, and endangered species within the waters of the 
United States Exclusive Economic Zone;
CBO
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Table 6-4.

Direct Obligations of the Department of Commerce, by Budget Account, 2015

Continued

Budget Account

National Telecommunications and Information Administration
Public Safety Trust Fund 6,632
Salaries and Expenses 39
State and Local Implementation Fund 1______

Subtotal 6,672

National Oceanic and Atmospheric Administrationa

Operations, Research, and Facilities 3,396
Procurement, Acquisition, and Construction 2,283
Pacific Coastal Salmon Recovery 65
Fisheries Disaster Assistance 45
Promote and Develop Fishery Products and Research Pertaining to American Fisheries 33
Limited Access System Administration Fund 11
Environmental Improvement and Restoration Fund 9
North Pacific Fishery Observer Fund 3
Medicare-Eligible Retiree Health Fund Contribution 1
Fisheries Enforcement Asset Forfeiture Fund 1
Fisheries Finance Programb -3______

Subtotal 5,844

Bureau of the Census 
Periodic Censuses and Programs 828
Current Surveys and Programs 277______

Subtotal 1,105

National Institute of Standards and Technology 
Scientific and Technical Research and Services 697
Industrial Technology Services 156
Construction of Research Facilities 39____

Subtotal 892

International Trade Administration
Operations and Administration 484
Grants to Manufacturers of Worsted Wool Fabrics 5____

Subtotal 489

Economic Development Administration
Economic Development Assistance Programs 238
Salaries and Expenses 34____

Subtotal 272

Millions of Dollars
B Program support, which provides for maintaining and 
repairing NOAA’s aircraft and marine fleet through 
the Office of Marine and Aviation Operations, as 
well as more general management and administrative 
support;

B The National Ocean Service, which provides maps 
and other products and services related to navigation, 
supports state and territorial programs to manage 
coastal resources, responds to oil spills and hazardous 
materials releases, and manages marine sanctuaries; 
and

B The Office of Oceanic and Atmospheric Research, 
which conducts and funds research related to climate, 
weather, air chemistry, the oceans, and coastal and 
marine resources.
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Table 6-4. Continued

Direct Obligations of the Department of Commerce, by Budget Account, 2015

Source: Congressional Budget Office, using data from the Office of Management and Budget.

Two other departmental components had only reimbursable obligations: the Patent and Trademark Office and the National Technical Information 
Service.

a. The National Oceanic and Atmospheric Administration’s budget accounts for operations, research, and facilities and for procurement, acquisition, 
and construction fund the agency’s programs in the National Environmental Satellite, Data, and Information Service; the National Weather Service; 
the National Marine Fisheries Service; the National Ocean Service; and the Office of Oceanic and Atmospheric Research, as well as program support 
activities.

b. Amount shown is net of budgetary savings recorded in 2015 for new loans. 

Budget Account

Bureau of Industry and Security 105

Departmental Management 
Salaries and Expenses 59
Office of the Inspector General 34
Gifts and Bequests 6
Herbert C. Hoover Building Renovation and Modernization 5____

Subtotal 104

Economics and Statistics Administration 100

Minority Business Development Agency 30

Total, Department of Commerce 15,613

Millions of Dollars
In terms of object classes, contractual services and sup-
plies dominated NOAA’s 2015 obligations, representing 
more than half of the total (see Table 6-3 on page 286). 
Roughly half of the obligations in that category were for 
purchases of satellites from the National Aeronautics and 
Space Administration, or NASA (classified as contracts 
for “other goods and services from federal sources”). Per-
sonnel costs accounted for about one-quarter of NOAA’s 
obligations, grants (primarily to university scientists for 
research and to states for purposes that included the man-
agement of coastal zones and fisheries) for 14 percent, 
and asset acquisition for 5 percent. 

Bureau of the Census. The agency with the next-largest 
budget in 2015 was the Bureau of the Census, which had 
direct obligations of $1.1 billion. Its budget from year to 
year is strongly influenced by the decennial census cycle; 
for example, direct obligations in 2010, the year the latest 
decennial census was conducted, were much greater, at 
$6 billion. The bureau conducts decennial and five-year 
censuses, the annual American Community Survey, and 
other annual, quarterly, and monthly surveys that collect 
economic and demographic data.
National Institute of Standards and Technology. The 
fourth-largest agency in the Commerce Department in 
2015 was the National Institute of Standards and 
Technology (NIST), which had direct obligations of 
$0.9 billion. The institute funds laboratories where 
researchers from NIST and elsewhere in government, 
academia, and industry investigate issues relating to 
measurement and standards—the types of measurements 
producers of nanoparticles can use to monitor quality, for 
example, or methods for testing electronic systems of 
health records. It also provides funding for 58 Hollings 
Manufacturing Extension Partnership centers around the 
country, which support local manufacturers by giving 
them access to technology, resources, and industry 
experts.

Other Components of the Commerce Department’s 
Budget. The rest of the department’s budget covers five 
other agencies and departmental management, with col-
lective obligations of $1.1 billion in 2015. The largest of 
the five is the International Trade Administration, which 
promotes exports by U.S. businesses and is responsible 
for enforcing U.S. laws against imports deemed to be 
unfairly traded. The second-largest, the Economic 
CBO
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Figure 6-3.

Direct Obligations of the Department of Education, 2015
Billions of Dollars

Source: Congressional Budget Office, using data from the Office of Management and Budget.

a. Amount shown is net of $4.3 billion in budgetary savings recorded in 2015 for new student loans. 
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Development Administration, differs from other agencies 
in the department in that most of its budget—almost 
90 percent in 2015—is spent on grants, which are 
awarded to economically distressed communities on the 
basis of competitive applications. The other three agen-
cies and departmental management accounted for a total 
of $339 million in direct obligations.

Department of Education
More than 95 percent of the total 2015 budget of the 
Department of Education, which covers seven offices, 
an institute, and departmental management, was obli-
gated for grants to students pursuing postsecondary edu-
cation or to state and local governments. Loans made to 
postsecondary students in 2015 were recorded as saving 
$4 billion for the federal government, because the gov-
ernment’s cost of borrowing is projected to be below the 
interest rates charged on the loans and because defaults 
are not expected to outweigh the difference. With those 
savings excluded, the department had direct obligations 
of $76 billion in 2015; with those savings included, the 
total came to $72 billion (see Figure 6-3, Table 6-3 on 
page 286, and Table 6-5). 

Office of Federal Student Aid. In 2015, the office that is 
responsible for federal student aid had direct obligations 
of $28 billion for Pell grants, $2 billion for campus-based 
activities (supplemental educational opportunity grants 
and federal work-study assistance), and $1 billion for the 
administration of student aid, mostly for the cost of con-
tractual services, in addition to the estimated budgetary 
savings of $4 billion from new student loans.

Office of Elementary and Secondary Education. The 
office that deals with elementary and secondary educa-
tion had direct obligations of $22 billion in 2015. The 
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Table 6-5.

Direct Obligations of the Department of Education, by Budget Account, 2015

Source: Congressional Budget Office, using data from the Office of Management and Budget.

a. Amount shown is net of budgetary savings recorded in 2015 for new student loans. 

Budget Account

Office of Federal Student Aid
Student Financial Assistance 29,876
Federal Direct Student Loan Programa -4,333
Student Aid Administration 1,467
TEACH Grant Program 16
Student Financial Assistance Debt Collection 3_______

Subtotal 27,029

Office of Elementary and Secondary Education
Education for the Disadvantaged 15,534
School Improvement Programs 4,428
Impact Aid 1,279
Safe Schools and Citizenship Education 216
Indian Education 124_______

Subtotal 21,581

Office of Special Education and Rehabilitative Services 
Special Education 12,527
Rehabilitation Services 3,291
Gallaudet University 120
National Technical Institute for the Deaf 67
American Printing House for the Blind 25_______

Subtotal 16,030

Office of Postsecondary Education 
Higher Education 2,165
Howard University 222_______

Subtotal 2,387

Office of Vocational and Adult Education 1,724

Office of Innovation and Improvement 1,120

Office of English Language Acquisition 739

Institute of Education Sciences 592

Departmental Management 
Program Administration 426
Office for Civil Rights 100
Office of Inspector General 56____

Subtotal 582

Total, Department of Education 71,784

Millions of Dollars
CBO
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funds were spent almost entirely on grant programs 
authorized in the Elementary and Secondary Education 
Act of 1965, as amended by the No Child Left Behind 
Act of 2001 and other acts. Most of the programs allocate 
grants to states on the basis of specified formulas, and the 
states in turn distribute the funds to school districts on 
the basis of formulas or, in some cases, competitions. 

Obligations in 2015 were largest for the following 
programs:

B Education for the Disadvantaged grants to school 
districts, which are based on the number of students 
from low-income families;

B School Improvement Programs, which include grants 
that states can distribute for a wide variety of purposes 
intended to increase student achievement and improve 
the quality and effectiveness of teachers and principals; 
21st Century Community Learning Center grants, 
which support learning opportunities for school-age 
children outside school hours; as well as other grant 
programs; and

B Impact Aid, which compensates school districts for 
the cost of educating “federally connected children,” 
such as those who live on military bases.

Office of Special Education and Rehabilitative Services. 
The Office of Special Education and Rehabilitative 
Services had direct obligations of $16 billion in 2015. 
The largest amounts were obligated for special 
education (almost entirely for grants to states for 
special education and related services for children 
with disabilities) and rehabilitation services and disability 
research (almost entirely for grants to states to fund voca-
tional rehabilitation services).

Other Components of the Education Department’s 
Budget. The rest of the department consists of the Office 
of Postsecondary Education, the Office of Vocational 
and Adult Education, the Office of Innovation and 
Improvement, the Office of English Language Acquisi-
tion, and the Institute of Education Sciences. Those enti-
ties, along with the department’s management, accounted 
for $7 billion in direct obligations in 2015.

Department of Energy
The operations of the Energy Department are differ-
ent from those of the Commerce and Education 
Departments in two important ways. First, much of the 
department’s spending is for programs related to national 
defense, so policymakers weighing the costs and benefits 
of eliminating the department would have to take 
national security considerations into account. Second, 
a uniquely large share of the Energy Department’s 
budget is allocated to contractual goods and services—
particularly contracts for the operation and maintenance 
(O&M) of facilities. That subcategory alone represented 
60 percent of the department’s 2015 obligations; in con-
trast, it accounted for less than 2 percent of the 
Defense Department’s obligations that year and about 
0.1 percent of the combined budgets of the other 
13 Cabinet departments. Sixteen of the Energy Depart-
ment’s 17 national laboratories, plus five other sites con-
trolled by the National Nuclear Security Administration 
(NNSA), are operated entirely by contractors.

The Energy Department’s budget is presented in four 
broad categories plus management (see Figure 6-4 and 
Table 6-6). The three largest of the four—the NNSA, 
energy programs, and environmental and other defense 
activities—accounted for more than 98 percent of the 
department’s direct obligations in 2015.

National Nuclear Security Administration. The largest 
component of the Energy Department’s budget is the 
NNSA, which had direct obligations of $11 billion in 
2015, 40 percent of the departmental total. Of that sum, 
$8 billion was obligated for weapons activities, including 
management of the stockpile of nuclear weapons; scien-
tific and technical studies to maintain the safety and reli-
ability of those weapons; stewardship of the sites where 
the weapons and other nuclear materials are housed; pro-
cessing and management of spent nuclear materials; and 
efforts to provide security for NNSA personnel and facili-
ties, as well as for the transportation of nuclear weapons 
and materials. An additional $1.7 billion was obligated 
for defense nuclear nonproliferation; it funded efforts to 
create a plutonium reprocessing facility, keep nuclear 
weapons materials at vulnerable sites secure, and monitor 
the proliferation of nuclear weapons and materials. 
For the NNSA as a whole, facilities O&M contracts 
accounted for 74 percent of the $11 billion total. 
Acquisition of land and structures accounted for another 
11 percent (see Table 6-3 on page 286).

Energy Programs. The second-largest component of 
the department’s budget, energy programs, had direct 
obligations of $10 billion in 2015. Half of that amount 
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Figure 6-4.

Direct Obligations of the Department of Energy, 2015
Billions of Dollars

Source: Congressional Budget Office, using data from the Office of Management and Budget.

a. Amount shown is net of $21 million in budgetary savings recorded in 2015 for new Title 17 Innovative Technology loans and loan guarantees. 
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was obligated for the Science account, which primarily 
supported research at the national laboratories in a wide 
portfolio of areas: basic energy sciences, high-energy 
physics, nuclear physics, biological and environmental 
research, advanced scientific computing, fusion energy, 
and other areas. Also relatively large was the budget 
account for Energy Efficiency and Renewable Energy, 
which funded a variety of programs, including those 
focusing on vehicle and building technologies, solar 
energy, alternative fuels, and weatherization.9

9. For more detailed information on the energy programs of the 
Department of Energy, see Congressional Budget Office, Federal 
Support for the Development, Production, and Use of Fuels and 
Energy Technologies (November 2015), www.cbo.gov/publication/
50980. 
Environmental and Other Defense Activities. This com-
ponent of the Energy Department’s budget accounted 
for $6 billion of direct obligations in 2015. Most of the 
obligations were for cleanup efforts at sites contaminated 
by the production of nuclear weapons, particularly the 
Hanford Site in the state of Washington and the Savan-
nah River Site in South Carolina. Of the $6 billion in 
obligations, 47 percent was for facilities O&M contracts, 
21 percent for contracts for other nonfederal services, and 
15 percent for the acquisition of land and structures.

Other Components of the Energy Department’s 
Budget. The other two components of the Energy 
Department’s budget are departmental administration 
and the power marketing administration (PMA). 
CBO
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Table 6-6.

Direct Obligations of the Department of Energy, by Budget Account, 2015

Source: Congressional Budget Office, using data from the Office of Management and Budget.

a. Amount shown is net of budgetary savings recorded in 2015 for new loans and loan guarantees. 

b. The Power Marketing Administration had $4.7 billion in total reimbursable obligations.

Budget Account

National Nuclear Security Administration
Weapons Activities 8,167
Defense Nuclear Nonproliferation 1,685
Naval Reactors 1,234
Salaries and Expenses 364_______

Subtotal 11,450

Energy Programs
Science 5,130
Energy Efficiency and Renewable Energy 1,727
Nuclear Energy 909
Uranium Enrichment Decontamination and Decommissioning Fund 683
Fossil Energy Research and Development 572
Advanced Research Projects Agency—Energy   253
Nondefense Environmental Cleanup 246
Strategic Petroleum Reserve Petroleum Account 240
Strategic Petroleum Reserve 202
Electricity Delivery and Energy Reliability 143
Energy Information Administration 117
Advanced Technology Vehicles Manufacturing Loan Program 19
Elk Hills School Lands Fund 16
Naval Petroleum and Oil Shale Reserves 6
Payments to States Under Federal Power Act 4
Northeast Home Heating Oil Reserve 4
Nuclear Waste Disposal 1
Title 17 Innovative Technology Loan Guarantee Programa -21_______

Subtotal 10,251

Environmental and Other Defense Activities
Defense Environmental Cleanup 5,468
Other Defense Activities 751______

Subtotal 6,219

Departmental Administration
Departmental Administration 228
Office of the Inspector General 48

Subtotal 276

Power Marketing Administrationb

Construction, Rehabilitation, Operation and Maintenance, Western Area Power Administration 88
Operation and Maintenance, Southwestern Power Administration 17
Western Area Power Administration, Borrowing Authority, Recovery Act 4

Subtotal 109

Total, Department of Energy 28,305

Millions of Dollars
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Together, they accounted for direct obligations of 
$385 million in 2015. That figure excludes almost 
$5 billion in reimbursable obligations by the regional 
PMAs, which are offset by sales of electricity from 
hydropower facilities. 

Policy and Implementation Issues
The advantages and disadvantages of various possible 
changes to federal programs are presented in the preced-
ing chapters of this report. But in considering whether to 
close a Cabinet department—and if so, which of its 
programs to terminate, move unchanged to a new depart-
ment or agency, or move in a reduced, altered, or com-
bined form—lawmakers would face a number of ques-
tions beyond those directly relating to the programs’ 
merits. This section discusses three. First, if a program 
was moved, what would be the transition costs and the 
long-term costs or benefits? Second, if a program was ter-
minated, to what extent would it be replaced by efforts by 
the private sector or by state and local governments? And 
third, what steps would be legally required to terminate a 
program, and what types of termination costs would be 
incurred?

Costs and Benefits of Moving a Program
Programs may be moved from one administrative home 
to another for reasons other than the pursuit of budgetary 
savings. Indeed, the four Cabinet departments created 
since the 1970s—Energy in 1977, Education in 1980, 
Veterans Affairs in 1989, and Homeland Security in 
2002—were formed primarily to facilitate coordination 
and communication within the government or to provide 
greater prominence to certain activities or policy areas.

Whatever policymakers’ motivations for moving a pro-
gram, doing so would probably entail significant transi-
tion costs in the short run and might increase or decrease 
costs in the long run. The transition costs would include 
physical moving expenses, rental payments on offices at 
two locations until the lease on the original space expired, 
and costs to integrate administrative systems for acquisi-
tions, asset management, human resources, budgeting 
and planning, and financial management. Costs that are 
less visible in budgets could be incurred as well; moving 
could disrupt an agency’s operations, for instance, or 
lead to conflicts and coordination problems because of 
differences in organizational culture. The creation of 
the Department of Homeland Security serves as an 
example of the challenges that arise from integrating 
many existing governmental units. Ten years after the 
department’s creation, a former commandant of the 
Coast Guard (which had been transferred from the 
Transportation Department to DHS) noted that budget 
presentations by various departmental agencies reflected 
the different appropriation structures that they had used 
before the department existed, making it “difficult to 
clearly differentiate, for example, between personnel 
costs, operations and maintenance costs, information 
technology costs, and capital investment.”10

In the long run, spending on a transferred program 
would be determined by the amount of appropriations it 
receives (for a discretionary program) or eligibility rules 
and formulas (for a mandatory program)—but the cost of 
achieving a given level of program outputs could go up or 
down as a result of a transfer. Costs for administrative 
support activities could decrease if a transferred program 
was administered more efficiently—with fewer people 
or less office space, for example—in its new home. In 
addition, costs for direct program activities, such as inter-
actions with beneficiaries, could decrease if the transfer 
allowed a reduction in efforts that were redundant or 
at cross-purposes with those of other programs. The 
Government Accountability Office has issued a series 
of reports on “fragmentation, overlap, and duplication” 
in federal programs; the 2011 report noted, for example, 
that the Small Business Administration and the Depart-
ments of Commerce, Housing and Urban Development, 
and Agriculture collectively administer 80 economic 
development programs, including 21 that focus on sup-
porting efforts of entrepreneurs.11 However, overlap 
among programs is not necessarily inefficient, and simply 
reducing spending on overlapping programs may reduce 
the total output of the programs—for example, total 
benefits to recipients, in the case of grant programs. Law-
makers might or might not view that result as desirable. 
Further, administrative and program costs of a transferred 
program per unit of output could be higher if the admin-
istrative structure in the new location was more unwieldy, 
if the cultures of different operating units were difficult to 

10. Testimony of Thad W. Allen, Admiral, U.S. Coast Guard 
(retired), before the Senate Committee on Homeland Security 
and Governmental Affairs (July 12, 2012), http://go.usa.gov/
WK7j.

11. Government Accountability Office, Government Operations: 
Opportunities to Reduce Potential Duplication in Government Pro-
grams, Save Tax Dollars, and Enhance Revenue, GAO-11-318SP 
(March 1, 2011), p. 43, www.gao.gov/products/GAO-11-318SP.
CBO
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combine, or if waste, fraud, or abuse increased because 
management capacity was overtaxed.

The benefits and costs of shifting a program might 
depend on the agency or department selected as its 
new home. Two relevant factors are the compatibility 
of organizational cultures and the availability of suitable 
infrastructure, such as field offices and data systems. 
The choice of a new administrative home may not be 
clear-cut. For example, the Defense Department would 
seem to be an appropriate new home for the defense-
related activities currently conducted by the Energy 
Department, but the separation of responsibility for 
nuclear weapons themselves and for the systems and 
personnel that would deliver those weapons has been a 
feature of federal policy since 1946. As another example, 
making the Internal Revenue Service (IRS) the new home 
for the Education Department’s student financial aid pro-
grams would also present both advantages and disadvan-
tages. On the one hand, the IRS already collects financial 
data from households (much of the same data that the 
Free Application for Federal Student Aid requires, in fact) 
and both collects and disburses funds. On the other 
hand, a significant fraction of students and families who 
want financial aid might be unwilling to submit addi-
tional financial information to the IRS. The advantages 
and disadvantages would need to be weighed and com-
pared with those of moving the financial aid programs 
elsewhere—for instance, to the Department of Health 
and Human Services, which was originally the Depart-
ment of Health, Education, and Welfare.

Responses by the Private Sector and by 
State and Local Governments
If the federal government eliminated or significantly 
reduced one or more federal programs, the private sector 
and state and local governments might increase their own 
activities in the affected areas. However, the extent and 
nature of those responses would differ substantially 
among programs. In many cases, the responses of the 
private sector and of state and local governments would 
replace only a small share of the eliminated federal bene-
fits or services, primarily because of differences in priori-
ties and constraints on resources.

The Private Sector. The nature of the goods or services 
previously provided by a terminated federal program 
would greatly affect the extent to which the private sector 
would step in to replace that program. In cases in which a 
program’s goods and services were primarily commercial, 
in the sense that others would voluntarily pay enough to 
cover the cost of producing them, the private sector 
might fully replace the federal role. One example is elec-
tricity generation. Generating facilities owned by the 
Tennessee Valley Authority or by the various power mar-
keting administrations in the Energy Department could 
be transferred or sold to private firms or to the states. 
However, selling assets that generate income would not 
necessarily improve the government’s long-term financial 
position, although it would generally improve the budget 
deficit in the years when sales occurred.

Conversely, in cases in which users (or some users) would 
not voluntarily pay enough to cover the cost of producing 
a program’s goods and services, the private sector would 
be unlikely to fill the federal role if the program was elim-
inated. Some such cases involve goods or services that are 
produced most efficiently by a single provider and then 
can be shared by many consumers at little incremental 
cost—the collection and dissemination of data of broad 
public interest, for example. A private firm might not 
find it worthwhile to conduct the surveys underlying the 
consumer price index if it could not restrict the results to 
those who paid for access. Also, such information would 
be most efficiently collected by a single entity, rather than 
competing ones, so if that entity was private, policy issues 
about regulating a monopoly would arise. 

Other cases in which the private sector would probably 
not fill the role of a terminated federal activity involve 
goods or services whose value depends on the govern-
ment’s sovereign power. For example, no one would pay 
for a license from one private provider to use a portion of 
the electromagnetic spectrum if a second private provider 
could issue the same license to someone else. 

Still other cases in which it could be hard for the private 
sector to fully replace federal programs involve activities 
that serve noncommercial purposes along with commer-
cial purposes. Consider federal insurance products, such 
as the flood insurance offered by the Department of 
Homeland Security and the crop insurance sold by the 
Agriculture Department. The flood insurance program 
includes a substantial effort to map flood risks, which 
would be costly for private insurers to continue; indeed, 
they might be less willing to offer flood insurance in the 
absence of that effort.12 Federal crop insurance is heavily 
subsidized, serving not only to reduce the variability in 
farm producers’ incomes but also to raise those incomes, 
on average. How large a market would exist for private 
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crop insurance in the absence of the federal coverage is 
unclear—and because such insurance would not be subsi-
dized, it would not raise average incomes.

In some cases in which federal programs mix commercial 
and noncommercial purposes, the private sector would 
probably replace part of a federal program if it was termi-
nated. Student loans are an example. The federal govern-
ment’s sovereign powers allow it to enforce loan contracts 
in ways that private lenders cannot; for instance, it can 
garnish the income tax refunds of a borrower who 
defaults. Private lenders therefore concentrate on students 
whose risk of default is thought to be lower, such as those 
attending law or medical schools. If the federal loan pro-
grams were eliminated, private lenders would expand the 
scope of their lending, but they probably would not serve 
all students who would have borrowed from federal loan 
programs.

State and Local Governments. Eliminating a department 
while restructuring, scaling back, or abolishing its pro-
grams might prompt stronger responses from state and 
local governments than from the private sector, because 
the bulk of federal spending is associated with programs 
that seek to achieve noncommercial purposes rather than 
commercial purposes. In particular, some state and local 
governments might want to provide benefits or services 
within their jurisdictions that were formerly provided by 
federal programs. Several factors would probably deter-
mine the extent to which state and local governments 
replaced the federal role.

First, the greater the local, as opposed to national, bene-
fits of federally funded activities, the more that state and 
local governments would tend to replace lost federal 
funding. In contrast, state and local governments would 
do less to replace reduced or terminated programs that 
had primarily provided benefits beyond their boundaries. 
For instance, programs that fund basic research, such as 
the research conducted at the Energy Department’s 
national laboratories, provide benefits that fall outside 
any particular state. 

Second, state and local governments would probably do 
more to replace lost federal funding in program areas 

12. Another aspect of the National Flood Insurance Program that the 
private sector could not readily provide would be its minimum 
standards for building codes and land-use restrictions in flood-
plains.
that already had substantial involvement by those govern-
ments than in areas that did not. Examples of areas 
where state and local governments currently play large 
roles include primary and secondary education and trans-
portation infrastructure.13

Third, state and local governments would step into roles 
being vacated by federal programs more vigorously when 
their own fiscal situations were stronger than when they 
were weaker. State and local governments would face 
their own trade-offs in deciding whether to offset forgone 
federal benefits or services, and if so, how to reduce 
spending elsewhere or raise additional taxes or other reve-
nues.14 (Similar choices among policy priorities arise 
when state and local governments receive federal block 
grants with few restrictions on the use of the funds.) 
Those trade-offs could be particularly difficult for state 
and local governments that had previously received fed-
eral grants that significantly redistributed income to their 
jurisdictions from elsewhere in the country. Another chal-
lenge is that most states have balanced-budget require-
ments, which would make it particularly hard for them to 
replace federal programs whose spending increases during 
economic downturns, because such downturns reduce 
state revenues.

Fourth, state and local governments whose policy prefer-
ences regarding certain benefits and services were more 
closely aligned with the federal government’s preferences 
would tend to replace a larger share of any step-down in 
federal support. Having the preferences of state and local 
governments play a larger role in determining policies 
would allow those governments to design programs dif-
ferently, which could be more efficient when the benefits 
and costs of a program were confined to individual states 
or when experimentation and variation from state to state 
yielded valuable information for the nation as a whole. 
Conversely, it could be less efficient when the decisions 

13. Indirect evidence that states would increase their spending on 
highways if the federal government reduced its own spending 
on them comes from a 2004 report by the Government Account-
ability Office, which found that the availability of federal funding 
for highways encouraged state and local governments to reallocate 
their own funds for other purposes. See Government Accountabil-
ity Office, Federal-Aid Highways: Trends, Effects on State Spending, 
and Options for Future Program Design, GAO-04-802 (August 31, 
2004), www.gao.gov/products/GAO-04-802.

14. See Congressional Budget Office, Federal Grants to State and Local 
Governments (March 2013), www.cbo.gov/publication/43967. 
CBO
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made in one jurisdiction had significant consequences 
elsewhere. Moreover, greater flexibility in designing pro-
grams at the state level could undermine a federal objec-
tive of uniform standards for all states.

Legality of Program Termination
Eliminating a federal program would involve a complex 
set of policy choices but generally would not pose insu-
perable legal obstacles. The Congress could terminate 
some programs simply by not appropriating funds for 
them. To end other programs, the Congress would have 
to modify related laws. In either case, costs would 
continue for existing contracts and other legal require-
ments, and certain new costs would be incurred, such as 
the cost of paying for accrued annual leave and unem-
ployment benefits to federal employees whose work had 
ended.

Constitutional Requirements. Only a few programs 
fulfill one of the federal government’s constitutional 
requirements, but terminating such a program could 
violate the Constitution, unless the Constitution was 
amended or the requirement was assigned to another 
entity. For instance, the Constitution requires that the 
government conduct a decennial census; eliminating 
the Department of Commerce would require the federal 
government to make alternative plans to meet that 
requirement. 

A second kind of constitutional obstacle involves the 
effect that eliminating certain federal programs could 
have on the protection of constitutional rights. For exam-
ple, the Sixth Amendment guarantees the accused in a 
criminal prosecution the right “to have the Assistance of 
Counsel for his defence,” which courts have subsequently 
interpreted to require the provision of counsel to the 
indigent. Eliminating the public defender program could 
therefore lead to violations of the Sixth Amendment.

Requirements of International Treaties and Agreements. 
Some federal programs are responsible for implementing 
obligations under treaties or agreements that the United 
States has entered into with other countries. International 
treaties typically have weak legal enforcement mecha-
nisms or none at all; however, eliminating programs 
that fulfill treaty obligations could have consequences 
for U.S. citizens. For example, a determination by the 
World Trade Organization that the United States had 
failed to comply with its treaty obligations could result in 
the imposition of tariffs by other governments against 
U.S. exports.

Statutory Requirements. Most spending programs could 
be eliminated by modifying one or more laws, such as 
those that directly established and financed the programs. 
Terminating some federal activities, however, would 
require changes to other programs with which they inter-
act. To eliminate the Bureau of Labor Statistics, for 
instance, lawmakers would need either to reassign the 
responsibility for calculating certain statistics, such as 
the consumer price index, or to amend the tax code 
and federal programs that are currently indexed to those 
statistics.

Contractual Requirements. The Congress could elimi-
nate programs involving contracts that imposed require-
ments on the federal government, but doing so would 
probably entail costs for canceling or renegotiating the 
contracts or for litigating or settling lawsuits for breach of 
contract. In some cases, the federal government might be 
able to achieve savings by terminating a contract or other-
wise renegotiating with the other parties to the contract, 
though it would probably avoid only a fraction of the 
remaining costs owed under the contract. In other cases, 
including legal settlements that the government had 
already made, the costs would probably be unavoidable. 
In the 1980s, for example, the Department of Energy 
entered into contracts with utilities to dispose of their 
nuclear waste, but it missed the 1998 deadline for accept-
ing such waste. The federal government has entered into 
settlement agreements requiring that it reimburse dozens 
of those utilities; the reimbursements would have to be 
made even if the Department of Energy was closed.

Tort Liability. Some federal programs have generated 
legal obligations that the government cannot easily dis-
miss without incurring tort liability.15 For example, elimi-
nating the Department of Energy’s cleanup efforts at sites 
contaminated by the production of nuclear weapons 
could lead to liability for environmental damage. Some 
of the liability (and litigation) costs might be avoided if 
lawmakers changed the relevant environmental laws and 
immunized the federal government from lawsuits.16

15. A tort is a wrongful act or an infringement of a right (other than 
under contract) leading to civil legal liability.

16. Ending the Energy Department’s defense cleanup programs could 
also raise issues of domestic or international security.
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