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This chapter describes the bistory of the congressional budget process over the last forty
years and evaluates ifs successes, Jatlures, and  future challen ges. There hawve been
constant federal budget challenges and significant changes in the rules of the
congressional budget process in an attempt to control spending, taxing, and the deficit.
The last forty years have been turbulent times for the congressional budget process. This
analysis evaluates congressional atiempts to express stronger constitutional ‘powers of
the purse” and the numerous battles with the president over spendin, g and revenue
policies. Congress has centralized and strengthened its budgetary authority since passage
of the bistoric 1974 congressional budget reform, but it has failed to meet many of the
reform goals. The budget process has helped to chan ge major policies and to focus on the
deficit and the debt, but the warring political factions were not quieted over the last
Jorty years. The tax cuts of Presidents Ronald Reagan and George W. Bush, welfare
reform, budget surpluses under President Clinton, and many efforts in the 1990s to
reduce the deficit and debt are all examples of using the budget process and
reconciliation fo institute new policies. Howewer, there has been continied and
widespread unhappiness with the congressional budget process. The conclusion of this
chapter is that the con gressional budget and appropriations processes seem to be seriously
broken and in need of further reform. Congress is not doing its constitutionally required
Job of controlling the purse strings of the federal government.

The last forty years have been turbulent times for the congressional budget
process. Since passage of the 1974 Budget and Impoundment Control Act,
there have been constant federal budget challenges and spectacular changes in
the rules of the congressional budget process in an attempt to control spend-
ing and the deficit. Congressional attempts to express stronger constitutional
“powers of the purse” are founded in numerous battles with the president over
spending and revenue policies. This chapter describes the foundation and evolu-
tion of the congressional budget process and evaluates its successes, failures, and
future challenges.?

From Chaos to Control: Budgeting from 1821 to 1921

From 1821 to 1921, the federal budget process was decentralized and chaotic
from start to finish. Congress received budget requests directly from each admin-
istration in an uncoordinated, decentralized manner. There was no central core of
authority in the executive branch or in Congress over the federal budget. Congress
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considered the budget requests in a balkanized way, through the committee
system. That budget process became unendurable after years of growing deficits at
the end of the 19th century. In the late 19th century and the early 20th century,
Congress passed a number of laws to try to coordinate, centralize, and give the
president control over the budget and spending by executive branch agencies.’

The most significant step toward responsible federal government budgetin,
came with The Budget and Accounting Act of 1921 (BAA). The 1921 BAA Act
was passed with good cooperation between the president and Congress in the hope
of bringing better control over the federal government’s budget. It gave the president
power and responsibility to present to Congress all executive branch department
budget estimates and spending requests, which resulted in a centralized national
budget, thereafter dubbed the president’s budget. The president had primary respon-
sibility for setting spending priorities and proposing cuts from the agencies.*

The debate that preceded passage of the act brought forth many suggestions,
with congressmen always mindful of maintaining their power over appropriations
and expenditures. Borrowing from the British parliamentary system, some bud-
get reformers tried to weaken Congress by prohibiting it from appropriating any
money unless it had been requested by the head of a department, or by a two-
thirds vote, or to pay a claim against the government. These and many other
proposals were rejected. The president was empowered to present a budget, but
thereafter it became a “legislative budget,” enabling lawmakers to change it any
way they wanted by simple majority vote. Congress refused to be subordinated to
the president’s budget, a theme that continues today.

The 1921 reform also created a new Bureau of the Budget (renamed the
Office of Management and Budget in 1971) that expanded the president’s control
over budgetary information and gave him the power over executive branch budget
planning by requiring agencies to send him an annual budget proposal. The presi-
dent could then assess the agencies’ proposals, accept or reject their provisions,
and create from the proposals and his policy objectives a budget for the federal
government, which he would submit to the Congress. The Congress did not take
additional budgetary powers in this reform; thus, it did not get any additional
methods to establish and enforce budgetary priorities or coordinate actions on
spending and revenue legislation. Congress had neither the capacity, nor the stat-
utory authority to develop budgetary analyses or economic information indepen-
dently of what it received from the president and the executive branch generally.
For fifty years after passage of the 1921 BAA, the congressional budgetary process
and the constitutional “power of the purse” simply meant adding up the decentral-
ized decisions about appropriations from the House and Senate Appropriations
Committees, each with thirteen subcommittees.”

=)

Reforms of the 1940s to the 1960s

Efforts to give the Congreéss more control over the budget were also made during
the 1940s; however, none of these reforms succeeded. For example, the Joint
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Committee on the Reduction of Federal Expenditures, consisting of the House
and Senate Appropriations Committee members was created in 1941 to bring
more budgetary analysis to the process. The staff of the Joint Committee tracked
congressional spending decisions using executive branch Bureau of the Budget
estimates on a regular basis, but only when Congress was in session. They had to
rely on executive branch data that was often late and overly optimistic. Another
major reform in 1946 resulted in the creation of the Joint Committee on the
Legislative Budget and was made up of members of the House and Senate
Appropriations Committees, the Senate Finance Committee, and the House
Ways and Means Committee. The 1946 joint committee was to meet at the
beginning of each session of Congress and republish regular scorekeeping reports
of congressional action and report to their respective houses a legislative budget
for the ensuing fiscal year. A concurrent budget resolution with a limit on the
maximum amount to be appropriated during the year was to be passed each year.
If estimated expenditures were to exceed estimated receipts, the resolution was to
include a statement that it was the sense of Congress that the public debt would
be increased by that amount. Further attempts were made in 1947 and 1948 to
carry out the intent of the legislative budget provision. However, in 1947, confer-
ees were unable even to reach a final agreement. In 1948, both Houses adopted a
joint resolution, but a strongly worded minority report noted basic defects in the
procedure. Although Congress continued to try to increase its power to effec-
tively oversce federal government expenditures and check the president’s power
over the budget, it did not comply with the act after 1949 or challenge the presi-
dent. In the 1950s and 1960s the budgeting and appropriating system worked
relatively well, but from 1966 to 1973, the House and Senate appropriations,
authorizations, and tax committees repeatedly confronted the president over
spending and taxing priorities. The system finally had to be repaired. Allen
Schick called this period “The Seven-Year Budget War,” which led to the budget
reforms in 19742

The Congressional Budget and Impoundment Control
Act of 1974

Two major developments in the 1970s created the environment for the passage of
the Budget and Impoundment Control Act in 1974 (BICA).? The first was an
increasing realization by Congress that it had no means or authority to develop an
independent overall budget plan of spending and revenues. Congress was respond-
ing to the president’s budget each year in a piecemeal fashion. The second was a
direct challenge to Congress by President Richard Nixon’s use of “impound-
ments,” the withholding of authorized and appropriated funds.

The first chair of the Senate Budget Committee, Senator Edmund Muskie,
on June 21, 1974, concluded: “During the past half century, the Congress has
witnessed a steady erosion of its control over the budget. In contrast, we have
seen a consistent escalation of executive influence over budget and fiscal policies.
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The Congressional Budget and Impoundment Control Act of 1974 will give us
the means to reverse that erosion.”1°

Congress had neither the framework nor an independent source of budget
data to establish its own spending priorities before it began work on the president’s
specific spending and revenue bills. Many members objected to the executive
branch’s control of budgetary information and questioned the objectivity of eco-
nomic assessments produced by presidential appointees. Congress had no timely,
authoritative, and independent way to challenge the president.

The Nixon impoundments compounded an already critical situation.
President Nixon repeatedly asserted authority and withheld money from federal
agencies that had funds appropriated by Congress.!! The resulting public confron-
tation between the president and Congress helped trigger the demand to reform
the congressional budget and impoundment processes, which led to passage of the
Congressional Budget and Impoundment Control Act of 1974 (CBICA), which
was reluctantly signed into law by President Nixon on July 12, 1974.12

With the enactment of the 1974 CBICA, Congress reestablished its con-
stitutional control over the power of the purse in several ways. First, the law, in
Tide X, set forth new procedures for controlling presidential impoundments of
funds, putting an end to presidential impoundment abuses by establishing a con-
stitutional way of reviewing presidential spending delays (deferrals) or demands to
abolish programs (recessions) through the impoundment process.13

Second, the 1974 budget reform also included a formal process for the first
time in its history, the concurrent budget resolution, and a congressional bud-
get plan through which the Congress could develop, coordinate, and enforce its
own budgetary priorities independently of the president. The 1974 budget reform
law also created House and Senate Budget Committees that were authorized to
do continuing studies of the national budget, including budget reform propos-
als. Each chamber of Congress was given a committee responsible for looking at
the entire budget: appropriations, authorizations, revenues, tax expenditures, and !
credit policy. Under the act, the concurrent budget resolution is developed by the :
Senate and House Budget Committees and sets total levels of spending and rev-
enues, as well as broad spending priorities. It is approved by the House and Senate
but is not signed by the president. It does not have the force of law and provides
no spending or taxing authority. But it is a powerful and influential internal plan
to guide congressional action and to set total levels of spending and revenues, as
well as to set forth broad spending priorities. The concurrent budget resolution is
often used to directly challenge the president’s budget estimates and preferences.

Third, the Congressional Budget Office (CBO) was also established under
the act. CBO, staffed by economists, policy analysts, and other budget experts,
provides the budget committees and the Congress with an independent, nonparti-
san source of high quality budgetary and economic information. The 1974 budget
reform strengthened congressional budgetary power by establishing an effective
CBO that provided the analytical support to members of Congress that made
them less reliant on the president, his Office of Management and Budget, and the
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|
| executive branch for timely analytic information about spending and taxing and

'the economy generally. Over the years, CBO has maintained a solid reputation by
 providing nonpartisan, professional assistance. It has helped to protect the system

of checks and balances, the congressional power of the purse, and protect an inde-
pendent legislative branch.14

The original objectives of the Congressional Budget and Impoundment
Control Act, as stated by its authors and promoters, were ambitious: to com-
plete appropriations and budget decisions in a timely fashion, to control budget
deficits, to limit growth of federal spending, to improve the way priorities got set

" among different types of spending (defense vs. domestic), to set congressional

fiscal policy, to improve the information and knowledge for budget decisions, to
establish a procedure to overcome presidential impoundments, and to compete
more effectively with the president and executive branch over the federal budget

by centralizing the congressional budget process.!

David Obey, a former member of Congress and chair of the House
Appropriations Committee, and a vocal critic of the post 1974 congressional bud-

 get process, captures the evaluation of many members of Congress about the bud-
~ get process in the late 1970s and early 1980s that led to further reforms in 1985:

Under the existing conditions the only kind of budget resolution that can
pass today is one that lies. We did it under Carter, we have done it under
Reagan, and we are going to do it under every president for as long as we
can, because you can not get members under the existing system to face up
to what the real numbers do. You always wind up having phony economic
assumptions and all kinds of phony numbers on estimating.16

‘The Balanced Budget and Emergency Deficit Control
Act 0of 1985 and 1987 Amendments: Gramm-Rudman-
Hollings I and II"

In the face of ever-increasing budget deficits in the early 1980s, Congress enacted
the 1985 Balanced Budget and Emergency Deficit Control Act (commonly
known as Gramm-Rudman-Hollings I—named after the Senate authors of the
original bill (Senators Phil Gramm of Texas, Warren Rudman of New Hampshire,
and Ernest F. Hollings of South Carolina).

Gramm-Rudman-Hollings (GRH) revised established deadlines for major
aspects of the budget process in order to increase timeliness and efficiency of
congressional budgeting and to focus attention on reducing the deficit. To enforce
the deadlines, GRH mandated sequestration (automatic spending cuts) that
must occur, if the federal budget did not fall within $10 billion of the deficit tar-
gets. If the proposed budget did not meet the targets, the president was required
to include spending cuts that were to be evenly divided between domestic and
defense discretionary programs, until the targets were met. However, interest
Payments and most entitlement programs were “off-budget”—that is, partially
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or totally exempt from the potential cuts—which meant that most of the budget
could not be included in the automatic cuts (sequestration).

GRH 1 gave the General Accounting Office (GAO, now called the
Government Accountability Office) the responsibility for triggering sequestra-
tion. However, in 1986, the Supreme Court declared that part of the legislation
unconstitutional because it gave a legislative support agency executive function.18
In 1987, Congress responded to the court decision by passing the Balanced Budget
and Emergency Deficit Control Reaffirmation Act (GRH II), which corrected
the constitutional flaw by assigning all the sequester responsibilities to the Office
of Management and Budget (OMB). Most importantly, GRH II also revised the
original targets in accordance with more realistic economic assumptions. Aaron
Wildavsky concluded that GRH was,

. .. the imposition of a formula for replacing the power of the purse, the
most important congressional power. It is an abdication of power. Congress
is saying that it is out of control. It cannot help itself. Therefore, puarding
against its own worst tendencies in advance, Congress anticipates its collec-
tive “unwisdom” by taking away its discretion.”?

Congress soon realized that despite GRH I and II procedures, the deficit
continued to grow. By the spring of 1990, it became clear that the deficit was
going to exceed the GRITs maximum deficit limit by nearly $100 billion. Later
that year, OMB estimated that a sequester of $85 billion would be necessary to
eliminate this excess deficit amount. Because Congress had exempted most of the
budget from the sequester process, such a sequester order was going to require a
32 percent reduction in defense programs and a 35 percent reduction in non-
defense programs. To respond to growing deficits, President George H. W. Bush
and the congressional leadership agreed to convene negotiations on the budget in
May of 1990.

The 1990 Omnibus Budget Reconciliation Act and
Budget Enforcement Act

Because the 1974 act and GRH I and II failed to meet their intended goals of
deficit reduction, Congress changed the rules again with passage of the 1990
Omnibus Budget Reconciliation Act (OBRA) and the 1990 Budget Enforcement
Act (BEA). The bipartisan agreements were intended to bring more congressional
control over spending, foster more efficient negotiated compromises, reduce defi-
cits, and provide political cover for unpopular election-year decisions.?

The OBRA and BEA reforms further centralized power within Congress
and required “zero-sum” choices; that is, reductions in one program must be
traded for increases in another. In December 1990, the CBO estimated that BEA
provisions promised to reduce the cumulative deficit by about $496 billion for
1991 to 1995. The most visible change was the elimination of the GRH fixed
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oficit targets, but other innovations had a major impact on the budgetary powers
fboth Congress and the president.

The 1990 BEA specified a number of savings for each of five years cov-
 ered by 2 multiyear budget plan. Through FY 1993, sequestration was linked to
iscretionary spending ceilings in three categories of government programs—
efense, domestic, and international—rather than the entire budget such as all
the entitlement programs (that made up almost fifty percent of the budget).
These statutory caps or ceilings were perhaps the most significant aspect of the
BEA reforms. Each ceiling was enforced by a sequestration applied across-the-
pboard to all of the programs within a category that exceeded its spending lim-
its, a process called categorical sequestration. It would be triggered only if the
spending limits of any or all of the categories were exceeded due to changes in
]egislation. If the limits were exceeded because of changes such as a downturn in
economic conditions or national security crisis (Persian Gulf War), sequestration
would not be triggered.

The BEA also provided for firewalls, which blocked the transfer of savings
from one category to spend in another (e.g., from defense to domestic). The
BEA’s firewalls set separate caps on defense, international, and nondefense dis-
cretionary spending for fiscal years 1991 to 1993. The BEA also provided two
enforcement mechanisms to hold spending at these cap levels. Under the BEA,
in the Senate, a three-fifths positive vote was needed on a point of order when
appropriations legislation would cause spending to exceed any one of these
caps. In addition, if appropriations legislation was enacted that caused spend-
ing to exceed one of these caps, the president was required to reduce spend-
ing through across-the-board reductions (a sequester order) in that category to
bring spending back down to the cap level. Prior to 1990, for example, defense
spending had been reduced in order to fund higher nondefense spending. As
a result of these caps on subsets of discretionary spending and the firewalls,
defense could not be further reduced in order to increase spending for non-
defense programs, if it would cause total nondefense spending to exceed its cap
level.

The 1990 BEA and OBRA included a major reform called the pay-as-
you-go (PAYGO) procedure, one of the most important parts of the reform.2!
PAYGO required Congress to pay for any changes to programs or the creation
of new programs that resulted in an increase in spending. Nonexempt entitle-
ment spending was to be cut automatically to make up for any increase in the
deficit caused by the passage of legislation that increased entitlement benefits, or
extended benefits to more people, or led to revenue reductions. PAYGO made
the budget process a zero-sum game, the most important consequence of the
1990’s budget reforms. The primary impact of PAYGO was to discourage spend-
ing, which, in turn, reduced the deficit not only in absolute dollars but also as
a percentage of gross domestic product. The difficulty of either raising taxes or
cutting popular existing mandatory programs effectively curtailed the creation of
new programs.
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Government Shut Down, Balanced Budgets, and
Return to Deficits, 19922008

The 1990 budget agreements caused President George H.W. Bush to break hig
pledge, “read my lips, no new taxes,” which helped President Clinton get elected
in 1992 and set up an immediate conflict with the Republican members of
Congress. Because of Clinton’s budget, the Omnibus Budget Reconciliation Acq
of 1993 sought further spending cuts and it included increases in taxes on the
wealthy, it narrowly passed the House (219-213) and only by a tie-breaking vote
cast by Vice President Al Gore in the Senate.

Clinton’s deficit reduction measures included a goal of reducing the bud-
get deficit over a five-year period by $496 billion. In this way, the annual deficit
would be brought down to $212 billion by 1998. His five-year deficit reduction
plan was to be achieved by $255 billion in budget cuts and $241 billion in rev-
enue increases. The BEA’s enforcement procedures were extended through 1998,
Categorical spending ceilings continued through fiscal years 1994 to 1995.

President Clinton pursed bold domestic policies like health care reform in
his first two years in office. A reaction in the electorate was the election of large
Republican majorities in the House and the Senate in 1994 that brought divided
party government and had an immediate impact on the congressional bud-
get process and the repeated clashes over federal spending and taxing. The new
Speaker of the House, Newt Gingrich, stated in his first address to the Republican
caucus: “The budget is the transformational document for the system. When
you've changed the budget, you really have changed government, and until you
change the budget, you've just talked about changing government.”2 The House
Republicans promised to balance the budget by 2002 in the 104th Congress. They
instituted a centralized, top-down, disciplined congressional budgetary process. It
was designed to limit the power of agencies and their supportive interest groups.
It also discouraged individualism (earmarks, “backdoor” authorizations on appro-
priations bills, and other actions) by members of Congress.

A confrontation between Speaker New Gingrich and President Clinton over
the FY1996 budget resulted in a shutdown of the federal government in late 1995
to early 1996. The White House portrayed the House Republicans as extremists.
The Republican shutdown strategy failed and it took until April 1996 to pass
a compromise FY 1996 budget. In the end President Clinton and the House
Democrats had to adjust to the new Republican agenda in the 104th Congress,
but the Republicans had to co mpromise and learn that the president had substan-
tial power through the veto and public opinion.3 As a result of the government
shutdown, confrontation, and compromise between congressional Republicans
and President Clinton, the deficit came down to 1.4 percent of gross domestic
product (GDP) in FY 1996, the lowest in more than two decades. The outcome
of the battles over fiscal issues between President Clinton and the Republicans
were sorted out by the reelection of Clinton in 1996. Clinton’s victory brought
progress on the budgetary problems that had divided him and the Republicans for
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the previous two years. In his 1997 State of the Union address, President Clinton
announced his plan to balance the budget for the first time in 27 years. Later that
year, he signed the Balanced Budget Act of 1997, 2 major bipartisan agreement to
eliminate the national budget deficit. As a result of tough and sometimes unpopu-
lar choices and compromise by Republicans and President Clinton and the two
major deficit reduction acts of 1993 and 1997, the federal government saw eight
consecutive years of fiscal improvement for the first time in America’s history
and four years of surpluses. The concentrated power of the House budget process
began to dissolve into the more decentralized and chaotic decision-making sys-
tem, giving members more power to represent local interests rather than central-
ized party interests.** The revolutionary budget cutters of 1995 to 1996 evolved
into pragmatic constituency program protectors.2S ,

OnJanuary 6, 1999, President Clinton stated: “TodayI am proud to announce
that we can say the era of big deficits is over. Just as exploding deficits were the
symbol of government failing its people in the 1980s, these surpluses are a symbol
of a government that works in the 1990s and beyond.”? Bruce Reed, a Clinton
advisor, said, “Bill Clinton may be the only leader in all of history to leave a budget
surplus of such magnitude for his successor to figure out how to use.”2?

President George W. Bush abandoned the fiscal discipline of President
Clinton by passing major tax cuts, by increasing defense spending on two wars,
and through domestic program growth in response to the 9/11 terrorists attacks.
Congress easily agreed with these spending and taxing policies. President Bush
transformed the four years of budget surpluses under President Clinton into eight
years of large budget deficits. He inherited 2 record 1.3 percent of GDP surplus
and left office with a 3.2 percent of GDP budget deficit.

Congress, President Obama, and the Budget Process

President Barack Obama summarized the economic and budgetary state he inher-
ited as follows:

We are idheriting an enormous budget deficit ... (of) over a trillion dol-
lars. That’s before we do anything. And so we understand that we've got
to provide a blood infusion into the patient right now, to make sure that
the patient is stabilized, and that we can’t worry short-tem about the
deficit. We've got to make sure the stimulus is large enough to get the
economy moving.?

At the beginning of 2009, the Congressional Budget Office predicted “a reces-
sion that will probably be the longest and deepest since World War 11,"29 President
Obama took bold moves in his first two years to help the economy and to control
increased spending on health care—the stimulus bill and health care reform—and
Congress supported him.30 President Obama’s stimulus package was fifty times
larger than the $16 billion that President Clinton had failed to enact in 1993.31
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The electorate reacted to President Obama’s policy agenda with an historic
“wave election,” bringing in 87 new conservative freshmen (86 signed a “no new
taxes” pledge, half were associated with the Tea Party movement) into the House
of Representatives. The election was partially about Obama’s “expansive gov-
ernment” but also about the federal government budget debt and deficit. With
renewed alarm about the ballooning deficit and debt in 2010, President Obama
created the Fiscal Responsibility Commission (co-chaired by former senator Alan
Simpson and former White House Chief of Staff Erskine Bowles). The purpose of
the commission was to come up with a balanced bipartisan way to turn around the
growth of the deficit during a recession. The Bowles-Simpson commission report
recommended tougher proposals of what President Obama originally wanted
such as cuts in entitlement programs like Social Security and Medicare, an end
to popular tax deductions, and higher taxes for the wealthy. Both Democrats and
Republicans objected to the commission’s recommendations. Democratic leaders
objected to the commission’s report; in Nancy Pelosi’s words, it was “simply unac-
ceptable.”? President Obama was not about to push the plan without Republican
support in Congress and with strong opposition from his own party.

After the midterm election of 2010, President Obama agreed to extend all
the 2001 and 2003 Bush income tax cuts for two years. The estate tax would not
be abolished, but was cut substantially below its 2009 level for 2011 and 2012. In
return, President Obama received a 13-month extension of unemployment ben-
efits, continuation of some of the stimulus tax credits for two years, a temporary
tax cut for business investment, and a temporary tax cut in the Social Security
payroll tax. The entire package caused significant growth in the deficit. It would
cost $900 billion over two years, adding substantially to the national debt.33

Throughout all of 2011 a series of negotiations and confrontations occurred
over the spending and taxing in the budget. There was great concern by the
American public and political leaders about the rapidly growing deficit and debt.
After averting a federal government shutdown in May 2011, the negotiations
betweemn Vice President Joseph Biden and House Majority Leader Eric Cantor
failed. The rejection of the Bowles-Simpson Commission recommendations and
the failure of the Biden-Cantor two-month negotiations led President Obama
and Speaker John Boehner to work directly together into July 2011 to reach a
“grand bargain” of modest tax increases, entitlement reforms, and other spend-
ing cuts. These negotiations failed and led to President Obama and Republicans
agreeing to raise the debt limit enough for about eighteen months more of gov-
ernment borrowing and to create a bipartisan Supercommittee. Congress and the
president were forced to focus on budget negotiations that produced new cuts and
a new process for tax reform and spending cuts.

The Supercommittee and the Budget Control Act of 201 134

The Joint Select Committee on Deficit Reduction (the “Supercommittee”) was
established August 2, 2011, after months of conflict and the abortive negotiations
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Between the White House and congressional leaders over how to slow the growth
of the government’s deficit and debt.>® House and Senate Democrat and
Republican leaders selected Supercommittee members, with an equal number
from each party in the House and the Senate, with the goal of building a biparti-
san agreement to reduce the deficit. The twelve Supercommittee members were
generally part of and reflected the views of the leadership; they were experienced
and individually and collectively had extensive knowledge about issues surround-
ing attempts to reduce the deficit.36 Republicans and Democrats who were
selected for the Supercommittee represented key powerful committees and con-
stituencies in the House and Senate.

The Budget Control Act (PL 112-25) raised the federal debt ceiling, thus
preventing the debt default of the federal government and cuts in spending;
and created the Supercommittee, granting it extraordinary scope and power.?’
The powers included the charge of crafting a recommendation by November
23, 2011, encompassing at least $1.5 trillion in additional deficit reduction
over a ten-year period, beyond the $917 billion cuts made as a first install-
ment in the Budget Control Act. Everything was supposed to be “on the table”
for negotiation: revenue tax increases; tax reforms, such as simplifying the tax
code and eliminating some tax breaks and loopholes; and reforms to slow down
the growth of entitlement programs, such as Social Security, Medicaid, and
Medicare. Should the Supercommittee not agree on a recommendation or the
full Congress fail to pass the Supercommittee’s recommendation, a “trigger
mechanism” requiring enactment of $1.2 trillion in automatic spending cuts
was included. The Supercommittee was given the power to operate entirely
outside the budget, appropriations, and authorizing process. It could receive
recommendations from relevant committees but was not bound by anything the
panels submitted.

The $1.2 trillion across-the-board spending cuts had to be split between the
national security and domestic programs, with some of the biggest entitlement
spending excluded—Social Security, Medicaid, food stamps, jobless benefits, and
veterans’ pensions—thus setting up for the Supercommittee a table of choices, but
removing the largest targets from the automatic cuts. It took the Congress's regu-
lar legislative process entirely out of deciding the federal government budget pri-
orities. The threat of the automatic across-the-board spending cuts was intended
be sufficiently “distasteful to lawmakers” to provide a strong incentive for them to
adopt a bipartisan agreement, but the chance to avoid action was a major factor in
dooming the Supercommittee’s deliberations and outcome.3® For a second time,
automatic spending cuts—although, not to take effect until January 2013, after
the 2012 election proved insufficiently draconian to guarantee action.

The compromise did not occur. The Supercommittee failed in its mis-
sion, informing Congress, the president, and the public on November 21, 2011,
that they had been unable to reach agreement on a deficit reduction plan by
the statutory deadline3® The Supercommittee issued the following rather
lame statement:
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After months of hard work and intense deliberations, we have come to the
conclusion today that it wi] not be possible to make any bipartisan agree-
ment available to the public before the committee’s deadline.40

The president and congressional leaders immediately raised the specter of new
taxes and cuts in popular domestic programs and defense, wedge issues that define
the deficit and debt and that continue to figure so prominently in the permanent

they,

" - - Were prepared to strike a grand bargain that would make painful cuts
while asking millionaires to pay their fair share, and we put our willingness
On paper. ... but Republicans . . . never came close to meeting us halfway, 42

Senate Republican Minority Leader Mitch McConnell of Kentucky, argued
that an agreement

ship, public opinion was not enthusiastic about its goals, interest groups wanted
the status quo ... no change for their favorite spending and tax Programs, and the
ideological £aps between the two parties were insurmon ntable,

What faces Congress and the nation because of the Supercommittee’s fajl-
ure? The stature of the Supercommittee members, the seriousness of their charge,
and the importance of deficit reduction guaranteed substantia] publicity that raised
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expectations for success.* The twelve members met September 8, 2011, to begin
work. It was their only public meeting outside of four hearings used to question
budget experts on ways to control the federal debt. However, the members met in
small groups and, as a whole, dozens of times in private, trying to strike a deal to
meet the statutory goal of at least $1.2 trillion in deficit reduction over the next
decade. Members of both parties maintained their “Democrat” or “Republican”
identity throughout the process. Inevitably, the proposals from Democratic and
Republican members failed to bridge the vast partisan divide between the two
parties on deficit reduction through tax increases and spending cuts. Democratic
panel members proposed a combination of spending cuts and revenue increases of
between $2 and $3 trillion over ten years. The Republican proposals focused on
saving over $2 trillion, primarily through cuts in spending. Both sides attempted
to compromise, with Republicans offering $300 billion in new tax revenue, a pro-
posal that was untenable to their own members who had taken a “no new tax”
pledge. Democratic members proposed to cut hundreds of billions of dollars from
federal health care programs, a proposal that angered the base of the congressional
Democrats. Ultimately, the Republican members, influenced by their colleagues
who had made a no new tax pledge, were unable to make tax reform offers that
were large enough to satisfy Democrats. Democratic committee members did not
make proposals to cut entitlement programs (Medicare and Medicaid) sufficient to
please the Republicans and the Supercommittee gave up.*® The Supercommittee,
even with its extraordinary potential powers, could not overcome the partisan grid-
lock that has prevailed over deficit reduction for years.

President Obama and Republican and Democratic congressional leaders, as
well as various groups such as the “Gang of Six” could not find a bipartisan agree-
ment. The president offered his own package of tax hikes and spending reduc-
tions but did not put the personal weight of his office behind it. In fact, he left
the country as the Supercommittee talks came down to the wire. House Speaker
John Boehner and Senate Minority Leader Mitch McConnell were neither vocal
nor visible during the final negotiations. Senate Majority Leader Harry Reid and
House Democratic Minority Leader Nancy Pelosi were also unwilling to use polit-
ical capital and work hard for a deal. The leaders did not push for public agreement,
and if they exerted private pressure, it was not effective. This seeming inaction can
be interpreted several ways: The leadership believgd the Supercommittee would
function best if left alone; they exerted their influence through private meetings
and phone calls to no avail; the leaders either did not care or did not want a deal;
or the president and congressional leaders felt their party would have an advantage
in the 2012 election by blaming the other party for the failure. Whether President
Obama and the congressional party leaders were weakened by the procedural power
of the Supercommittee, took a pass on the Supercommittee negotiations because
of previous failures, or wanted to delay the tough budgetary decisions about cuts
and tax increases until after the 2012 election, i1s not known, but it is clear the
president and the congressional leaders did not play a leadership role with the
Supercommittee in building a successful bipartisan solution to deficit reduction.
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Democratic proposal to reduce the deficit with cuts and revenue increases on
the wealthy rather than the Republican cuts-only approach 46 By a margin
of 5 percent—49 percent to 44 percent—the public favored the Democratic
Plan suggested in October 2011 that would have included “g4 trillion in deficit
reduction through a combination of federal spending cuts and tax increases on
wealthier Americans” over % Republican plan that calls for 83 trillion in deficit
reduction through spending cuts alond, with no tax increases.”? The survey

Republicans.®8 A Quinnipiac University poll conducted November 14-20, 201 1;
revealed that voters blamed the looming impasse on congressional Republicans,

after the Supercommittee an nounced its failure found that 55% blamed equally
the Republicans and the Democrats on the committee, with 249 blaming the

for the 2012 campaign,

Strong interest groups were also not pushing hard for change through
cuts and tax increases. Generally, they were silent or they were lobbying for no
change—the status quo—for their programs.5! The AARP, health care organi-
zations, and unions were prime examples of this; they expended large sums of
money for advertising, grassroots mobilization, and direct lobbying on Capitol
Hill to stop cuts in popular programs for elderly Americans, health care, and
union workers. There were feyw groups or think tanks pushing for the hard choices
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Figure 13-1 Party and Supercommittee Common Space Scores
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the Office of Management and Budget and CBO, who all pushed to “Go Big”
(84 trillion or more in deficit reduction in ten years) on a deficit reduction plan
through entitlement spending cuts and tax increases. 52

But maybe none of this mattered because of the lack of bipartisanship and
ideological polarization in the Congress and among the people they represent. It
might be there was never a chance for success because the schisms fundamentally
undermined the capacity of the Supercommittee to find common ground. The
graph of the DW-NOMINATE Common Space Scores for House and Senate
Democrats and Republicans in the 112th Congress and for their representatives
on the Supercommittee summarizes and illustrates the ideological divisions (see
Figure 13-1).53 The missing ideological middle and the widespread partisan dif-
ferences reveal the underlying problem of finding common ground on a solution
to reducing the deficit.

Bipartisanship has been rare in Washington over the past fifteen years, espe-
cially when it comes to tax increases and cuts in popular domestic programs. The
Supercommittee members could not blunt their ideological differences and find a
common ground, as shown in the graph above.

There is little common ground with regard to the primary issue of the size
of the federal government. Mainstream Democrats believe government should
play an important role in the economy and provide a safety net for the disad-
Vantaged. They also want high-income people to pay more taxes to fund those
Programs. A majority of Republicans disagree. They want to limit government’s
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many domestic administrative actions, characterizing a wide range of regulations
as interference in markets. They disagree with many social safety net programs
and they believe taxes are too high. They promise smaller government and no
new taxcs, while cutting the deficit and reducing the debt. There was little chance
twelve rank-and-file politicians could agree to compromise or ever get the votes
from their party members to bridge that chasm.

The ideological divide was most evident in Republicans’ refusal to shift of
fudge on their no-tax pledge and Democrats’ insistence on tying spending cuts to ta
hikes. In the end, this was almost certainly the biggest single factor influencing the
committee’s failure, As long as the GOP leadership remains trapped in its commit-
ment to never raise taxes, there will be no serious fiscal agreement. Any Republican
who dares to stick his or her head out of the “no new tax” foxhole and hint at 5
willingness to consider revenues will be barraged with friendly fire. Democrats were
never going to agree to cuts in Medicare and Medicaid without significant GOP
concessions on taxes. However, with enough political cover from President Obama,
Democrats might have reluctantly moved on those entitlements in exchange for some
new revenues. An observation by David Axelrod, President Obama’s senior aide at
the time, applies to the president’s inability to lead on this issue. Axelrod believed
there was a miscalculation about the president’s ability to bridge the ideological gap
between the two parties. He reflected: “Perhaps we were naive, but Obama believed
that in the midst of crisis you could find partners on the other side of the aisle to
help deal with it. I don’t think anyone here expected the degree of partisanship we
confronted.”* Timing was also likely a factor in preventing the president from pro-
viding political cover and, as the 2012 election neared, Democrats’ unwillingness to
take on their own base over major federal spending programs only grew.

Evaluating The Congressional Budget Reforms, 1974-2012

What does the last 40 years tell us about the congressional power of the purse?
Congress has centralized and strengthened its budgetary authority since passage
of the 1974 congressional budget reform but it has failed to meet many of the
reform goals. Allen Schick called the 1974 Budget and Impoundment Control
Act a “treaty” among warring tribes on the Hill and between Congress and the
president.”® The budget process has helped to change major policies and to focus
on the deficit and the debt, but the warring tribes were not quieted over the last
forty years. The tax cuts of Presidents Ronald Reagan and George W. Bush, wel-
fare reform and budget surpluses under President Clinton, and many efforts in the
1990s to reduce the deficit and debt are all examples of using the budget process
and reconciliation to pass new policies. However, there has been continued and
widespread unhappiness with the reformed congressional budget process.”® Louis
Fisher concluded in 1990: “the current budget followed by Congress and the pres-
ident is embarrassing both in operation and results.”” By many indicators, the
congressional budget and appropriations processes seem to be seriously broken
and in need of further reform. There is too often a heavy reliance on omnibus
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appropriations bills, “minibus” appropriations, and additional riders and earmarks
added to must-pass appropriation bills as a crutch to act on significant policy
issues, often done late at night, out of the public view. It is prone to crisis manage-
ment and is continually late at every step of the budget and appropriations pro-
cess. There are too many continuing resolutions and omnibus spending bills.
Continuing resolutions, a temporary stopgap funding measure whenever Congress
cannot complete action on one or more of the twelve regular appropriations bills
by the beginning of the fiscal year (October 1) is an especially egregious problem.
In the past, continuing resolutions were only used for short periods (one or two
months). For example, a record twenty-one continuing resolutions were needed in
2000 before the Republican Congress and President Bill Clinton compromised on
their differences on the appropriations bills. Partisan deadlock over a continuing
resolution in the spring of 2011 came within a few hours of shutting government,
as happened in late 1995 to early 1996. The debt and deficit continue to grow at
unsustainable rates. Congress is not doing its constitutionally required job of con-
trolling the purse strings of the federal government.

Congress keeps changing the budget rules when it cannot make tough bud-
get decisions. Former member of Congress Lee Hamilton of Indiana concludes:

When people call Congress dysfunctional, when they say it’s not working
well, the budget process is Exhibit A in that charge. It’s a very serious prob-
lem. The world’s greatest democracy cannot produce a budget.>®

The 2011 experience with multiple continuing resolutions and the debt limit
negotiations revealed a deadlocked Congress, and as if that were not enough, the
recent failure of the Joint Committee on Deficit Reduction to reach any agree-
ment confirms the judgment of dysfunction. Individuals and corporations who try
to budget on the bases of brinkmanship, continuing resolutions, and off-limit
activities, often find themselves in home foreclosure and bankruptcy, respectively.
It is no wonder the public has lost patience with the Congress.>

The congressional budget process reforms have generally not met the follow-
ing original goals of the 1974 act:

e To complete appropriations and budget decisions in a timely and trans-
parent fashion,

e To control budget deficits,

e To limit growth of federal spending,

¢ To improve the way priorities get set among different types of spending
(defense vs. domestic),
To set congressional fiscal policy,

o To improve the information and knowledge for budget decisions,

¢ To establish a procedure to overcome presidential impoundments, and

¢ To compete more effectively with the president and executive branch over

the federal budget.
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The budget is consistently late. The concurrent budget resolutiong have
been passed on time only twice since 1976. The federal government has beey,
forced to run on continuing resolutions and supplemental appropriations, 60

This has led to partial government shutdowns such as in 1995 to 1996,
Congress also failed five times since 1999 to pass a budget resolution at all, =
something that never happened between 1977 (the first year of the BICA ,;é
enactment) and 1998.6! »1‘_%

The congressional budget reforms did not operate in practice as they E
were expected to, whether as defined in the original goals of the 1974 bud- L

get act or in the several other reforms over the last forty years. Because of
the complexity of the budget process, it has become less transparent over
time. War funding (Iraq and Afghanistan) and disaster relief spending are
often made through supplemental appropriations and have made the budget
process less transparent. Multiple and confusing baseline estimates—hay-
ing little resemblance to traditional baselines by CBO and OMB—made by
the Obama administration for the 2011 and 2012 budgets created confu-
sion and less transparency in the process.6? Although Congress and President
Clinton balanced the budget for four years in the 1990s, the federal defi-
cit has increased steadily since 1974 to historic levels from 2009 to present.
Although it was a major goal of all budget reforms, the budget process rules
have not prevented the growth of deficits. The reforms have not forced mem-
bers of Congress to make hard decisions about taxing and spending in order
to control the deficit.

Congress has not been able to control the growth of federal spending
simply because of the various process reforms it has enacted. Congress has
improved decision making about spending priorities, but the budget process
reforms did not meet the objective of forcing members to make hard decisions
through neutral rules between defense and domestic spending, as was hoped
by the author of the 1974 budget act and other reforms over the years. All
interested congressional parties were to be represented and to participate in
the budget process, but this failed to happen. Congress has been an important
factor influencing fiscal policy, but the budget reforms did not automatically
give Congress the tools to create the will for it to be the final authority over
fiscal policy.

One of the most important successes of the budget reforms has been an
improvement of timely information, analysis, and knowledge needed to make
spending and revenue decisions. The Congressional Budget Office has been a
trusted—if sometimes disliked—“umpire” in scoring congressional actions and
challenging the data from the president and the OMB.%3 !

Congress has had a constitutional and powerful way to control presidential
impoundments through recessions and deferrals. In conclusion, the budget pro-
cess reforms over the last forty years have given Congress ways to compete more
effectively with the president. Congress has been able to compete with the presi-
dent over the federal budget, a primary goal of the 1974 Budget Act.
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Conclusion: Are Congressional Budget Process Reforms
Predestined to Fail in the Age of Deficits?

Congress has the constitutional power of the purse: the authority to authorize
(promise) federal programs, to appropriate (deliver) money for them, and to tax
(pay) for them. What Congress has failed to do in the last forty years is to find the
appropriate organizational arrangements, processes, and incentives to facilitate
their constitutional authority to do their job. The central question is: why is the
congressional budgeting process so difficult to create and manage? Budgeting is
inherently complex, made so by competition between the president and Congress
in a separated constitutional system; ideological divisions of members of Congress;
partisan polarization and deadlock from the demands of different types of con-
stituencies, regions and political parties world events not the least; the interdepen-
dent world economy. The history of congressional budget process reforms and
most recently the creation of the Supercommittee is in the context of major and
expanding demands on all governments stemming from the Great Depression,
war, and the international economic crisis. The reforms since 1974 seemed pre-
destined to fail on the major objectives of controlling spending, deficits, and the
debt, except for the four years of the Clinton presidency. Budget reforms/plans are
vulnerable to long-term consequences of short-term policy decisions that play out
in a shifting global economic environment.

Does decision-making structure matter? Louis Fisher concludes that ever
since passage of the Budget Act of 1974, there has been a move toward greater
centralization of Congress.®* He elaborates on this point in the following state-
ment: “The budget process appeared to look more comprehensive and formal,
implying greater coherence and responsibility. But what have been the results?
Less budget control and higher deficits.”®> In hearings in 1990, former CBO
Director Rudolph Penner also stated that prior to 1974, budget issues were
handled reasonably well under the regular, “fragmented” political process, ...
“disorderly as it might have appeared. Budget resolutions were widely praised
because they represented a vehicle for centralized, systematic, and comprehen-
sive legislative action.”6¢

The Budget Control Act of 2011 and the reforms since 1974 seem to be cre-
ated to avoid hard choices about long-term spending cuts and tax increases. The
consequence is to avoid resolving the growth in the deficit and debt and ultimately
a fiscal crisis, thus buying time so that Congress could avoid painful decisions. By
multiplying forty years of budget reform failures, Congress has succeeded in stall-
ing necessary hard choices. Rudolph Penner, former CBO director concluded the
following about the history of congressional budget reform:

I have always been struck by the fact in looking at the history of the [bud-
get] process that it :fppeared chaotic in the late 19th century and early 20th
century, but the results were very good in terms of budget discipline, yield-
ing balanced budgets or surpluses most of the time, unless there was really
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a good reason to run a deficit. The budget process created in 1974 looks
very clegant on paper, but it is leading to very dishonest and disordcrly
results. As one of those public policy analysts who thought the 1974 pro-
cess was a good idea when it was first invented, I have to confess to a lot of
disappointment and frustration as to how it actually worked out. I think the
criticisms of that process, that it was too complex and too time consuming,
are right on the mark.”

The latest example of congressional budget process reform complexity and
impotency is the predetermined failure of the 2011 Supercommittee. Within 5
mere month into their nepotiations, members began talking about how they
would fix tough spending cuts, especially those for defense. Obviously, taking the
tough spending cuts off the table left little with which to negotiate and guaranteed
any cuts would be inadequate.

Lawmakers criticized the Budget Control Act legislation, objecting to its
accelerated schedule, the abbreviated time members had to review the rules by
which the committee would operate, and the lack of input from members and even
relevant committees, on the how, when, and on what issues public hearings would
be held or how public the Supercommittee’s deliberations would be. Legislators
from both parties also expressed concern that the arrangement would “usurp their
authority to write and revise legislation.”s® That concern had not, however, spurred
them to timely action that would obliterate the need for a Supercommittee.

The purpose of the Supercommittee and GRH I-11 was to force Congress to
make the hard choices to trim the deficit through a spending cut trigger, but with
bipartisanship and compromise missing, members continued to look for loop-
holes rather than a balanced deal that has been the primary pattern for the last
forty years.6?

Continued partisan gridlock and ideological warfare over the deficit, spend-
ing, and taxes faces America after the failure of the latest budget process reform
in 2011.The deficit and debt still grow at an unhealthy rate. Deficit reduction
and the automatic cuts scheduled to take effect in January 2013 are issues in the
2012 presidential election, as predicted at the time the Supercommittee failed in
November 2011.70 At the time, President Obama stated that he would veto any
attempt by Congress to cancel the required $1.2 trillion sequester, giving rise to
campaign issues and a major confrontation between Congress and the president
and between the parties.”? The issue of solutions to deficit reduction, of major
spending cuts and tax increases, were moved to the campaign trail and left for
a "lame duck” Congress and the new Congress in 2013 to resolve. The drive for
reelection by members of Congress made it unlikely they would make the realistic
spending cuts and tax reforms needed to stop the increasc in the deficit during the
2012 campaign. _

Continuing “declining confidence” in the ability of Congress to make tough
decisions about the deficit and debt will certainly have a negative impact on U.S.
markets and the world economy.
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The past and the future of the congressional budget process and deficit reduc-
tion in American politics are linked to the inherent difficulties of our constitutional
structure of separation of powers, checks and balances, federalism, a large hetero-
geneous nation state, and the drive for reelection by members of Congress, which
collectively make any effort to reform the budget process and have coherent con-
gressional budgetary planning very difficult. Congress will never develop a perfect,
crisis-free budget process. Given all these complexities and the natural boom and
bust dynamics of a capitalist economy, Congress will always be revising—restructur-
ing its decision-making system for the budget in the face of new historical develop-
ments and constitutional challenges. Ultimately, the will of the American people
to pressure Congress to do something about the budget will break the partisan
deadlock and give the president and Congress the incentive to make hard deci-
sions against the power of lobbyists and interest groups. The reaction of the world
financial markets to continued congressional failure will also have an impact on
voters and the nature of the restructuring and success or failure of the congressional
budget process. It is difficult to predict how these factors will influence congres-
sional budget reform. Maybe world markets will be the primary force that causes
Congress to act. Will Congress use the regular order to deal with the deficit, will it
create yet another special way to make tough decisions, or will it give in to gridlock
and continue to “kick the can down the road” (as President Obama complains) with
regard to the hard choices they must make? Or will Congress let the problem of the
deficit go away through the automatic $1.2 trillion sequestration and by allowing
scheduled Bush-era tax cuts and other stimulus program tax breaks to lapse (e.g., the
payroll tax cut; the stimulus program tax breaks alone would collectively reduce the
deficit by over $6.8 trillion in the next ten years)?’2

Elections make a difference in the budget process. One thing is sure, and
that is whatever congressional budget decisions are made or not made and
how they are made (centralized or decentralized), will have a transformative
impact on the future of the United States. As with other congressional budget
reforms over the last forty years, in the end the American voters will have the
most lasting and significant impact on Congress’s making those hard budget
choices. As always, the final say about spending, taxing, and deficits lies with
the American electorate.

Notes
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