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Democrats and Republicans are constantly at odds over the size of government. They share a
common interest, however, in making sure whatever federal support that does get signed into law
actually delivers as intended. That’s where program integrity initiatives come into play—these

efforts cut back on waste and fraud and make sure government programs work.

And yet, there’s an imbalance between the growth of program integrity initiatives and the large
government programs they’re expected to oversee. In some cases, federal programs grow at two or

even three times the rate of the modest program integrity efforts the government currently funds.

As we explained in a previous paper, some program integrity efforts get special treatment in the
budget and appropriations process. These program integrity cap adjustments do not count towards

the topline discretionary funding limit and, therefore, do not have to compete against other funding
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priorities in the base discretionary budget. ! The three program integrity accounts in question
include health care fraud and abuse control for Medicare and Medicaid, continuing disability
reviews and redeterminations for disability programs, and reemployment services and eligibility
assessments for Unemployment Insurance. Besides the cap adjustments, other mechanisms such as

IRS enforcement funding and inspectors general play a role in program integrity.

In the report below, we provide a snapshot of five core program integrity initiatives and uncover

how they are underfunded compared to the programs they are working to help.

Health Care

Program integrity efforts to combat health care fraud and abuse are projected to grow 4% between
2024 and 2025. 2 Medicare, meanwhile, is projected to grow 10% over the next year. 3 The contrast
is even more striking over 10 years. Efforts targeting health care fraud and abuse were proposed to
grow about 30% over the decade under levels recommended in President Biden’s FY 2025 budget,
while under current law, Medicare is expected to grow 89% and Medicaid is expected to grow

55%. 4
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Health Care Program Integrity Eclipsed
by Medicare and Medicaid Growth
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Disability

Program integrity oversight of disability reviews and redeterminations are projected to grow 3%
between 2024 and 2025. > Social Security Disability Insurance (SSDI), meanwhile, is projected to
grow 5% over the next year, and Supplemental Security Income (SSI) is projected to grow

13%. © Over 10 years, program integrity for continuing disability reviews and redeterminations is
expected to grow 29% under levels recommended by the Biden Administration, while SSDI is
expected to grow 47%. 7 SSI growth would be about on par with program integrity growth at 31%

over the decade. 8
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Disability Program Integrity Grows
Slower than SSDI & SSI
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Unemployment

Program integrity efforts for reemployment services and eligibility assessments are projected to
grow 2% between 2024 and 2025. 9 Unemployment Insurance (UI), meanwhile, is projected to
grow 9% over the next year. 1° If funding recommendations proposed by the Biden Administration
in its FY 2025 budget were to be adopted, the cap adjustment for reemployment services and
eligibility assessments would grow 174% over 10 years, while UI is expected to grow 50%, assuming
no recessions or related spikes in UI utilization. ! The UI program remains particularly vulnerable
to fraud and lost as much as $135 billion during the pandemic, so vastly expanded resources are

justifiable. 12
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Unemployment Program Integrity Could Have
Modest Funding Boost to Tackle Fraud Challenges
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IRS Enforcement

IRS spending has gotten renewed attention as a result of the extra enforcement funds received in
the Inflation Reduction Act. This extra IRS funding has been subject to clawbacks in subsequent

appropriations laws, however, and remains vulnerable.

The nearly $58 billion from the IRA that the Treasury Department expects to spend through 2031 on
extra resources for the IRS is a significant boost to the baseline IRS budget. 13 But it pales in
comparison to the tax gap over that period that could exceed $7 trillion in total. 4 The tax gap—
which reflects the difference between what individuals and corporations legally owe and what they
pay—grew 1% between 2021 and 2022, according to IRS estimates. > Extrapolating those trends,

the tax gap would grow 11% between now and the end of the decade. 16

Between FY 2024 and its all-in peak projected funding in FY 2028, the IRS budget will grow

40%. 7 The gross tax gap will grow 5% over that same time frame, based on conservative growth
projections. 18 But don’t let small percentages fool you—that means the cumulative tax gap will be
$3.6 trillion. 19 With the expiration of the Inflation Reduction Act funding, over the decade the IRS
budget is projected to actually decline 12% —while the tax gap would grow 11%. 2°
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IRS Funding Will Decline After Temporary
Boost While Tax Gap Grows
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OIGs

Offices of inspectors general receive independent appropriations outside of the agencies they
oversee. 2! They are typically funded through discretionary spending, however, which constrains

their growth and leaves them subject to the uncertainty of the appropriations process.

There are currently 74 offices of inspectors general that received roughly $3.5 billion in FY 2023,
mostly through discretionary spending. 2> Funding for OIGs is expected to grow 5% between FY
2024 and FY 2025, while total federal spending is expected to grow 2.5%. 23 Over the next decade,

however, OIGs are expected to grow 33% versus 48% for total federal spending. 24
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Fraud in COVID-19 pandemic spending produced lessons and recommendations related to
treatment of data, expanded authorities of inspector generals, and improved regulations related to
improper payments. 2> Take, for example, the Small Business Administration which has been
credited with making improvements to its anti-fraud efforts, including through the creation of a
Fraud Risk Management Board. And yet, it remains on the Government Accountability Office’s
high-risk list. 26

In terms of budgetary resources, most of the Small Business Administration’s program integrity
efforts stem from the Small Business Administration’s Office of Inspector General. The trajectory of
SBA inspector general funding is similar to other OIGs in the federal government—it’s tied to

discretionary spending and is expected to grow about 22% by the end of the decade. 27

Conclusion

Program integrity funding is slated to grow at a slower rate than the programs it is expected to
protect against fraud and abuse. Notably, two aspects of the budget process itself create a bias
against program integrity spending: scorekeeping rules and tight limitations on discretionary

spending.

Currently, the Congressional Budget Office can provide estimates for savings from program

integrity spending separately from the topline cost or savings number, categorizing it as



“nonscoreable” spending reductions or revenue increases. The actual spending on administrative

resources that make up program integrity initiatives, meanwhile, is included in the topline cost.

This scorekeeping norm creates incentives for lawmakers to keep program integrity spending out of
big legislation because it appears to add to the cost of the bill—even when savings from reduced
fraud and waste are greater than the cost associated with targeting fraud and waste. Two main
scoring guidelines under current rules affect program integrity, and CBO, OMB, and the Budget

Committees should revisit them in future scorekeeping meetings. 28

The second bias against program integrity, its tethering to the annual appropriations process, is
harder to overcome. Discretionary spending that is subject to congressional power of the purse isn’t
inherently bad, but it’s often unpredictable and increasingly squeezed out by other priorities. As the
national debt increases, nondefense discretionary spending, in particular, tends to make up a
smaller share of the federal budget and shrinks as a pool of resources that program integrity efforts

can draw from. 2°

If lawmakers are serious about real program integrity in the federal government, they need to at
least make sure it’s prioritized in each piece of appropriations legislation that Congress passes. As a
longer-term goal, they should revisit some of the structural barriers in the budget to unleash its full

potential.
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