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New Federal Initiative

The President’s FY07 budget request includes a new domestic policy initiative, the American Competitiveness Initiative (ACI), which is a combination of new and expanded federal education programs focusing on math and science instruction and increased funding for scientific research and development.  The President asserts, “America’s economic strength and global leadership depend in large measure on our Nation’s ability to generate and harness the latest in scientific and technological developments and to apply these developments to real world applications.”  

(Source: http://www.whitehouse.gov/stateoftheunion/2006/aci/index.html )

Total Proposed Cost 

The total FY07 request for the initiative is roughly $5.9 billion.  This includes a $910 million increase for increased research and development funding at three agencies.  In addition, the President requests $412 million in FY07 for new and expanded education programs.  According to the administration, the cost of the research and experimentation tax credit would be $4.6 billion in FY07. 

(Sources: http://www.whitehouse.gov/stateoftheunion/2006/aci/index.html, 

The White House Office of Management and Budget)

Overlap of Current Programs

The education portion of ACI includes the creation of several new federal education programs and expands existing programs.  According to the Administration, ACI centers specifically on “K-12 programs designed to strengthen the capacity of our schools to improve math and science learning by investing in research, teacher training, and teacher recruitment.”   An October 2005 Government Accountability Office (GAO) study reported that in FY04, 13 federal agencies reported spending roughly $2.8 billion on 207 different education programs directly related to science, technology, engineering and mathematics (STEM).   The information available on ACI does not indicate that this initiative seeks to combine or eliminate the 207 federal STEM programs currently in existence.  However, the initiative includes a request for the “evaluation of Federal Science, Technology, Engineering, and Math (STEM) education programs across agencies to determine which are effective in meeting their stated goals.”  The October 2005 GAO report, entitled Federal Science, Technology, Engineering, and Mathematics

Programs and Related Trends, has already reviewed the same programs requested for evaluation by the Administration in this proposal. 

(Sources: FY07, Budget of the U.S. Government, Pages 79-80,

GAO-06-114, October 2005, http://www.gao.gov/new.items/d06114.pdf)

New Education Programs

New National Math Panel

The initiative proposed $10 million for the creation of a National Math Panel, which would “research and develop key principles in math instruction.”

New Math Now for Elementary School Students 

ACI proposes $125 million for this new program “to support the sharing and research of promising practices to help K-7 teachers prepare students for more rigorous courses in middle and high school.”

New Math Now for Secondary School Students

The initiative proposes $125 million for this new program “designed to identify middle school students who are not proficient in math and provide targeted services to boost their achievement.”  

New Adjunct Teacher Corps

ACI proposes $25 million for the creation of this new program, which “provide opportunities for professionals with extensive knowledge in core academic subjects to teach middle and high school courses, particularly in math and science.” 

(Source: FY07, Budget of the U.S. Government, Pages 79-80)

Expanded Education Programs

Advanced Placement-International Baccalaureate

ACI proposes $122 million (an increase of 300%, up from $32 million in FY06) for the International Baccalaureate (IB) program and the Advanced Placement (AP) program.  The combined program would provide training to teachers to teach AP-IB math and science courses.  


(Source: U.S. Department of Education, Office of the Secretary, Meeting the Challenge

 of a Changing World: Strengthening Education for the 21st Century, 2006)
Research and Development Proposal

The ACI research and development request includes a $910 million increase in the overall FY07 funding for The National Science Foundation (NSF), the Department of Energy’s (DOE) Office of Science, and the Department of Commerce’s National Institute of Science and Technology (NIST), for a total of $10.7 billion— up from $9.8 billion. If the request is enacted into law, every year after FY07, total funding for these three entities would increase by roughly 7%.  

 (Source: FY07, Budget of the U.S. Government, Analytical Perspectives, Pages 44-45)

Outlined below are the functions and research emphases of the NSF, DOE, and NIST, the entities selected by the President to receive an increase in research and development (R&D) funding, as well as how the Administration has suggested each agency will utilize these resources.  

National Science Foundation

NSF conducts academic research in the physical sciences discipline including, “nanotechnology advanced networking and information technology, physics, chemistry, materials science, mathematics, and engineering.”  

The proposed increase in funding would be “expected to support as many as 500 more research grants in 2007, and 6,400 additional researchers, students, post-doctoral fellows and technicians contributing to the innovation enterprise.” 

Department of Energy’s Office of Science

DOE’s Office of Science “supports grants related to economically significant innovations including nanotechnology, biotechnology, high-end computing and advanced networking, and energy technologies.” 

The proposed increase in funds would be intended to provide for the development of “the worlds’ most powerful civilian supercomputer and an x-ray light source user facility with world-leading capabilities to study materials, chemicals, and biological matter at the scale of an individual atom.” 

Department of Commerce’s National Institute of Standards and Technology

NIST “supports economically significant innovations such as new materials and processes, electronics, computing and information technologies, advanced manufacturing integration, biotechnology, new energy sources such as hydrogen, and nanotechnology.” 

The proposed increase in funds would be intended to “focus 3,900 scientists and engineers from government, industry, and universities—an increase of 600 researchers over FY 2006—on meeting the Nation’s most urgent measurement science and standards needs to speed innovation and improve U.S. competitiveness.”

(Source: http://www.whitehouse.gov/stateoftheunion/2006/aci/index.html )

Research and Experimentation Tax Credit

The American Competitiveness Initiative calls for modifying the research and experimentation (R&E) tax credit and then making the credit permanent.  The R&E tax credit was originally enacted in 1981, has been extended 11 times and modified several times.  The credit is comprised of three different credits, which provide credits for a percentage of spending (above a specified minimum) for certain qualifying research endeavors,  for firms working with non-profits, and for firms conducting qualified research but cannot claim one of the other credits. Table 1 details the last 10 years of federal R&D spending and the cost of the research tax credit. 

Table 1. Federal R&D Funding and the Research Tax Credit (in billions)

	
	1996
	1997
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	2005

	Federal R&D Spending
	67.6
	69.8
	72.1
	75.3
	72.9
	79.9
	102.0
	117.4
	125.3
	129.9

	Current-Year Research Tax Credit
	2.2
	4.5
	5.3
	5.3
	7.2
	6.5
	6.9
	5.0
	4.7
	5.2


     (Sources: http://www.whitehouse.gov/stateoftheunion/2006/aci/index.html, 

CRS RL31181, The Research Tax Credit, 12/22/05)

