
 

 

Analysis of the Compact for America for a Balanced Budget 
By Janine Hansen, Eagle Forum National Constitutional Issues Chairman 

The Compact for a Balanced Budget is a lengthy and detailed proposal. The following is an analysis of some of its 
major provisions.  
 

It is important to note that the Compact for a Balanced Budget does not directly require the federal government to cut 
spending. Rather it proposes some requirements on federal debt and taxes in an attempt to achieve a balanced federal 
budget. Let’s explore those.  
 

The third article in Section 2 allows Congress to increase the “authorized debt” if it refers to the State Legislatures a 
“single subject measure proposing the amount of the increase” in the debt which is to be approved if a simple majority 
of the states pass it.   
 

Balancing the Federal Budget will Inevitably Result in Massive Cuts to State Budgets  

Every state now receives from the federal Government between 19% and 45% of its general fund revenue from the 
federal government. See the State Budget Solutions Report.  
 

Tennessee receives 41.02% of its general fund revenue, or $11,198,575,000 from the federal government. If there was 
an Article V Constitutional Convention for a Balanced Budget, the question would arise: Would Tennessee’s delegation 
be willing to vote to Balance the Federal Budget if they understood that the Federal Government, under the mandate to 
balance the federal budget, could cut off Federal money, over $11 billion, that currently goes to Tennessee? It seems 
unlikely that Republicans or Democrats would be willing to jeopardize their State’s budget in such a way. 
 

Understanding the dilemma that Tennessee would face in losing 41.02% of its revenue forcing massive tax increases or 
massive cuts to government, or both, to cover the state budget shortfalls, New Mexico responsibly attached a fiscal 
note to the proposal in their state for an Article V Convention for a Balanced Budget. Every state should consider 
attaching such a fiscal note.  
 

Can Tennessee afford to lose over $11 billion from their state general fund? Would Tennessee’s delegation or any 
state’s delegation be willing to vote for a Federal Balanced Budget Amendment understanding that in order to Balance 
the Federal budget, their state would “lose” millions in federal funds?  
 

Balancing the Federal Budget will Require Huge Tax Increases 

The Compact for a Balanced Budget recognizes that balancing the Federal budget will require tax increases.  In Article 
III Section 5 of the Compact, Congress can raise taxes with a 2/3rds majority vote. The debt ceiling in 2015 was raised 
by a vote of 63% of Congress. If there is a mandate to balance the budget, it is reasonable that Congress will be able to 
garner the 2/3rds majority vote necessary to raise taxes as they are loath to cut spending. And they will have a mandate 
to save Social Security and Medicare.  
 

An alternative way to raise taxes in the Compact for a BBA allows Congress, with a simple majority vote, to raise the 
taxes by replacing the income tax with a new regressive end-user sales tax. As we can imagine, whichever method for 
raising taxes Congress pursues under the Compact BBA, taxes will rise significantly. 
 

We often hear that the federal deficit is $19 Trillion. However, this does not include the unfunded liabilities of Social 
Security, Medicare, Medicaid, and Federal Pensions. A search on the Internet can provide many alternatives in Trillions 
of Dollars for the total of unfunded liabilities. Two studies, one from the Mercatus Center at George Mason University 
and another from Professor Laurence Kotlikoff of Boston University place the unfunded liability debt at an astounding 
$222 Trillion!   
 

Social Security consumes 24% of the Federal Budget. Medicare/Medicaid consume another 24% of the Federal 
Budget. Defense spending is 18% of the Federal Budget. Interest only on the debt consumes 7% of the budget 
currently if interest rates don’t go up. (Which if interest rates do go up, it will be a devastating increase in the debt.) 
Safety net programs such as SNAP (food stamps) and unemployment, etc. consume 11% of the Federal Budget.   
 

http://www.statebudgetsolutions.org/publications/detail/new-data-reveals-amount-of-federal-aid-to-states-in-2012


 

 

It is easy to see that most of the Federal Budget is non-discretionary, covering things like Social Security, Medicare, 
Medicaid, and Federal Pensions. It is impossible to believe that Congress, without being thrown out of office, would be 
able to in any meaningful way, cut Social Security, Medicare, Medicaid or Federal Pensions.  
It is totally unrealistic to believe that an Article V Constitutional Convention for the Compact BBA or any other Balanced 
Budget issues would have State politicians voting to gut Social Security, Medicare, Medicaid or Federal Pensions.  
 

In addition, for an $84 Trillion debt (not $222 Trillion) in unfunded liabilities estimates project an increase in income 
taxes of 81%! That is incredible! It just does not seem within the realm of reality that such an increase would ever be 
adopted. It would kill the economy and any politician that voted for it would be run out of office.  
 

The point is that the Balanced Budget Compact is completely unrealistic and unworkable. The mechanisms within it are 
incapable of resolving the massive Federal Spending and debt problem, while they put our Constitution at risk. 
 

States have $4.7 Trillion in Unfunded Pension Liabilities 

Another issue lies within the States themselves. States are supposed to have balanced budgets. They attempt to do 
this by using massive amounts of Federal Money, between 19% and 45% of their general fund revenue comes from the 
Federal Government. Secondly, most states themselves have huge unfunded liabilities for their public employee 
Pension funds. The total for unfunded liabilities for all states is $4.7 Trillion. If states cannot or are unwilling to solve 
their own debt/unfunded liabilities and truly balance their own budgets, how can we have expectations that they will be 
capable of imposing restraints on the Federal Government?   

 

Compact Non-Member States have more Freedom to participate in the 
Article V Convention than Compact Members 

Within the Compact there are many requirements, including costs and prohibitions for states who become members. 
However, states and delegates who have not signed the Compact are not held to the same standard. For instance from 
the Compact, “If any Member State or delegate violates any provision of the Compact, then every delegate of that 
Member State immediately forfeits his or her appointment, and shall immediately cease to participate at the Convention 
. . .” But no such standard exists or can be enforced for Compact non-member states which are, according to the 
Compact, included in the Article V Convention. Non-member states/delegates can continue to participate in the 
Convention, bringing forward proposals for other Constitutional amendments without penalty. It almost seems better for 
a state not to be a member of the Compact in order to protect their own interests, because member states could be 
excluded but non-member states cannot be excluded. That doesn’t make sense.  
 

One Vote per State or Proportional Representation? 

The Compact proposes ONE vote for each state. Article V states “The Congress . . . shall call a Convention” and by 
deduction set the rules for the Convention. “Between 1973 and 1992, 22 bills were introduced in the U.S. House and 19 
in the U.S. Senate that sought to establish a procedural framework that would apply to an Article V Convention . . . The 
Senate . . . passed constitutional Convention procedures bills, the ‘Federal Constitutional Convention Procedures Act,’ 
on two separate occasions; as S 215 in 1971 and as S 1272 in 1983.” (Source Congressional Research Service, 2014.) 
 

These bills called for proportional representation of States based on the formula for the Electoral College. With this 
historical precedence it is folly to assume that Congress would not determine in legislation the formula for state 
representation, as a prerequisite for calling a convention. And again it is folly to assume that any formula could pass 
Congress without obtaining the necessary votes from large population States that would insist on proportional 
representation. Why would California with 55 Electoral votes, Texas with 38, New York and Florida with 29 each, 
voluntarily vote themselves such a huge disadvantage to be equal to states like Wyoming, Montana, North and South 
Dakota with 3 Electoral votes each? It is not reasonable to assume that it could happen.  
 

Congress must Approve the Compact 

Article I, Section 10, Clause 3 of the U.S. Constitution states, “No state shall, without the Consent of Congress . . . 
enter into any Agreement or compact with another State . . .” What happens if they achieve their goal of 38 states for 
the Compact, and Congress simply refuses to Consent? Then all the time and effort the many State Legislatures spent 
on it are meaningless, because they were late in seeking Congress’ approval. The Compact is fraught with unworkable, 
unrealistic and flawed proposals which will not result, even after much effort, in Balancing the Federal Budget.  


