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Congressioﬁal public policy decision-making may enjoy refreshing re-

visions if the new budget process indicates new thinking on Capitol Hill.
This spring for the first time, Congress passed its own total budget figureé

for spending, revenues, deficit, and debt. Starting next year, Congress

will decide budget priorities when it votes upon spending levels for each
-~

major governmental function in the budget.

Agricultural economists should be aware of the possible ramifications of
the Congressional Budget and Impoundment Control Act of 1974 or Public Law
93-344, hereafter called the Budget Act, on funding of agricuitural research
and commercial farm policy preograms. The new process could conceivably in-
crease the political stakes for non-farm intereste in farm policy decisions.
Fortunately or unfortunately, control df'pﬁbliébfunds is a‘fundamental power of
\govern;ent. As the government's participation in agriculture policy and re-~
search funding continues, changes in the budget decision-making process im-
pact upon agricultural economists.

Definition of Terms

Several terms need clarification to avoid reader misinterpretation. A

program authorization means that Congress has approved a particular program,

but it does not provide funds. Most legislative committees report bills to

authorize a program. An appropriation, however, funds a program. Only the

Appropriation Committee of the House or Senate may report an appropriation bill.

Allen Grommet is an agricultural economist with the Committee on the Budget,
g 2

U. S. House of Representatives. - The opinions expressed are those of the author

and do not necessarily represent the views of the Committee gtaff, members or

. Chairman. This paper is prepared for delivery at the American Agricultural

Lconomics Association comvention August 10 ~ 13, 1975 in Columbus, Ohio.



Appropriations bills provide budget authority or authority to spend

funds. An appropriatién allows the appropriate agency to make outlays.

" Outlays are the actual expenditures of government.

Spending authority refers to government obligations, such aé contract,
borrowing, and entitlement authority. These "back-door spending" tech-
niques differ from other government obligations in that they come into
effect outside the appropriations.process. While the Budget Act will require
new c;;tract'and Bérrowing authority to be appropriated before making out-
lays, all existing contract and borrowing authority granted bef;re
implementation of the Budget Act and all exisiting and new entitlement
authority will continue as spending authority. Spending authority in effect
commits the government to subsequent  appropriations. Deficiency appropria-
tions for underestimated spending in entitlement programs must be passed later.

Usually, Spendingvauthority jurisdiction lies with legislative rather

than appropriations committees. i

While the reiationship of outlays to revenues .creates budget deficit -
or surplﬁses, Congress directly controls only budgét and spending authority.
Budget and spending authority will not necessérily be spent in one fiscal .
year; therefore total outlays corfespond to totdl authority over several
years rather than a given year.

Changes in the Making

Many sceptics across the country, and particularly in Washington,
label the new budget process a waste of time, and they feel it will do
little to really improve congressional budget responsibility. Perhaps an>
abbreviated reyiew of the Budget Act will indicate the apparent serioﬁsness

of this attempt at congressional controlfy



First, the Act establiShes a new committee oh‘the budget in both the
House and éenate. Furthermore, the.Act creates a new agency called the
Congressional Budget Office (CBO) attached to éongress in the same way as
the General Accounting Office, the Library of Cohgréss, and the Office
of Tecbnological Assessment. Each éf the committees e#pects’toAhire 60 to
70 staff persons and the CBO about 180 persons.

Second,‘thé Act details much of the budget process complete witﬁ time»
table and reports. The principal dates in the timetable appear in Table 1.

By November 10 each year, the President must submit a budg;t showing
budget authority, outlay, agd revenﬁe levels for the next fiscal year based
on a continuing level of services--the Current Services Budget.

Fifteen days after Congress starts a new session, the President must
" submit his budget, including all his proposed program changes.

" By March 15 all committees and joint committees shall submit a report
giving their views and estimates on programs within their jurisdiction com-
pl;;e with expected costs. | |

-By April 1, the CBO must have submitted a report to both budget com-
mittees, outlining the ranges of possible congressional choices on total
revenues, budgét authority, outlays, and tax eipénditures——the value of tax
loopholes. |

The Budget Committees have until April 15 to report their First Concur4f
rent Resolution on the Budget to their respective house. This first budget
resolution recommends target levels to guide the Appropriations Committee'and
other committees in allocating available funds and the House Ways and
‘Means or Senate Finance Committee in adjusting revenues to meet outlays.

May 15 is significant for several reasons. Congress must complete action

on the first budget resolution and its conference report by this date.

-
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Iq addition, all House and Senate éommittees must report any bills and
resolutions authorizing new budget authority for the coming fiscal year
by May 15 each year. Congress may not vote on any spending authority,
appropriation, revenue, or public dgbt bills before acting on the first
resolution. |

'Appropriations‘and other committees must report and Congress must
act on all spending authority and appropriatidn bills by the seventh day
after Labor Day. Thus, each house has from May 15 to near the middle of
September to receive bills from committees recommending spending and bud-
get authority and pass on them. ’

By September 15, Congress must complete action on the second budget
resolution, including any necessary conference to settle differences be-
tween the ‘House énd Senate. This resolution readjusts the budget to re- “
flect changed economic and/or political conditions.: Since the second budget
"resolution cccurs after passing all the bills granting budget and spendin
authority, the resolution may direct changes in each of the.authority, out-
lays, revenues, defdicit, or debt or some combination thereof. If changes
occur, the resolution should direct the respective committee (e.g., Appro-
priations or Ways and Means) to suggest revisions in individual bills al- |
ready passed within‘the limits of the resolution.

The respective committee or committees must respond with their sug-
geétions in time for Congress to complete the reconciliation by Septémber 25.
During the reconciliation, the Budget Commit;ees receive the suggestions
when more than one committee is involved.

Congress may not adjourn until complieting the éecond budget.resolution
and the reconciliation. After completion of the reconciliation, it shall not
be in order for either house to consider any bill, amendment, or resolution
that would either increase budget authority or outlays above or d@créase

revenues below the budget levels.



The new fiscal year begins on October 1. A transition period between
- . z/
July 1 and October 1, 1976 accommodates the change in fiscal year.

The Budget Act further requirés estimates for the current year and the
next four years in each new budget resolution and in all proposed legis~
lation containing new budget authority or changes in tax expenditures.

Each budget must estimate the value of tax eéxpenditures by functional areas.
In addition, the Budget Act makes contract and borrowing authority subject
to annual appropriations and requires most entitlement programs to be
passed before January 1 in the prior fiscal year or aftex passage of the
first budget resolution (May 15).

Generally, the Budget Act requires the Congress to establish an overall
spending plan or a budget of its own and to adopt individual spending
authority, appropriaticn, and revenue changes within that plan. Furthermore,
the spending pattern addresses national priorities through compariﬁg and
adjusting majcr parts of the budget.

This process hardly appears on close examination as congressional

failure to accept responsibility. Perhaps the winds of change around

Capitol Hill are serious.

The Problem . ' S

The Budget Act gained approval at a time when Congress began to get
particularly concerned about governmental control and balance of power
bétween‘the.ExecutiVe and Legislative branches. Both liberals and conser-
vatives wanted a stronger voice in regulating governmentgl activity. The
Watergate crisis and appropriation impoundment fights spawned additional
congressional aggressiveness (Gross, pp.'l—3).

Failure of the budget process may raise risks far greater than
Congressmen realized when the Act passed. Firét; when projections

include only the Administration's proposed fiscal year 1976 program



~changes, the reﬁised President's Mid~Session Review of the 1976 Budget

(pg. 23), reveals that thé federal governmént-@ill spend $482.8 billion

in 1980. Revenues, if there are no changes in tax rates or size of loo§~
holes, will be $504.8 billion based on an assumed 5.1% unemployment rate.
The 1980 $22.0 billion surpius is the first budget in the bléck in the
forseeaﬁle future. 'This means that unless Congress and the President
resuffle priérities or reconsider‘the tax structure no su;plus money will ~
be available for new programs like National Health Insurance until)l980

-

and then only in limited amounts, if no new economic disasters arise.

Until the Budget Act, Congress lacked a comprehensive planning mechanism
to compare and reshuffle priorities on spending and taxing.
A second concern has been the disconnected and fragmented appropriation

process. Appropriations were proposed and passed withow weighing the

¥

P

impact of individual programs on the government's total expenditures. By

never voting on the total budget for any given .yvear, Congressmen avoided

consequences of the budget deficit.

i

the politica
Third, congressional budget actions perpetuated spending patterns
that circumvented the normal appropriations process. Through technical
budget techniques such as contract authority, bbrgowinc authority, and
entitlement legisiation, Congréss continued to all;w as much as 75% of

T

the budget to be uncontrollable "under existing law." Congress could

make marginal adjustments for only one-fourth of the budget outlays via the
annual appropriations process. ' Furthermore, Céngress regularly failed to
‘pass appropriation measures until well into the affected fiscal year
(Gfoss, p. 2).
Mostly as é'response to these problemé’and‘as a reflection Qf the
political élimatebfavoring‘congressional chailenges to the President,

¢

Congress passed the new budget legislation in June 1974, and President



‘Nixon signed it July 12, 1974. Much of the Act is cperable this year
for the fiscal 1976 budget. However, next yeer, fiscal 1977, the Act
will be in full force.

Congressional Actors in the Budget Process

The Budget Committees of each house have the resgponsibility for
preparing a congressional budget reflecting the priorities and total
spending desires of the Congress. In fulfilling this responsibility,
the Committees may make continuing studies of the budgetary imﬁact of
existing and proposed legislation, evaluate and coordinate tax ;xpenditures
(tax loopholes) with direct budget outlays, and review the operationé of
the CBO. The Committees have jurisdiction over any bill, resolution, or
amendment that deals with the overall budget guidelines. hug, the

Committees preside over total spending and revenve limits and spending

o

/

allocations by functional areas in thé budgeﬁ (Budget Act, secs. 101-102).
~Both the Presidential and éongressional bydgets separate budget
authority and outlays into categories for each major function of
government. Table 2 is a list of all 16 functions in the 1976 budget. As
one of the sixteen functional areas, agriculture includes only the income

stabilization and the research and services programs of the U.S. Department

a

v

of Agriculture. The food stamp program is in fhe income security functicn
along with other welfare programs. The International Affairs function
includes the Tood for Peace, P.L. 480 program, and the Natural Resources,
Enﬁirénment, and Enetgy function includes the forestry and conservation
programs. In fact, U.S. Department of Agriculture programs can be found
in nine of the sixteen functional areas (U.S. Budget, pp. 211-221).

The importance of the functions arises when setting budget priorities.

5

The budget authority and outlays for each function will reflect the



congressional sense of priorities. €hanges in those priorities can be
manifested by adjusting spending for each function.

As ome of their principal tasks, the Budget Committees must suggest
priorities by recommending function spending targets. Currently; the
committee faces the real world problem of just how to recommend priorities.
fach function and major program within the fun:tioaAmay be compared.

ccording to performance criteria such as impact on unemployment, inflation,
average personal income levels, income distribﬁtion, gross national
product, balance of payments, or others. Broad-based éociai inaicators
acceptebly valid across all functions in the budget would be imﬁensely
helpful.

Serious debate will occur, for example, when the House or Senate Budget
]

Committees favor spending increases for a "jobs' program reducing

unemployment by one percent and increasing. the consumer price index by

o -

one percent during one year over a researchvprogfam having no siéniricant
impact on either unemployment or inflation. Furthermore, Congressmen are
elec%ed by districts and not nationally, so =aven if the priority questions
can be answered nationally, all members of the Congress will not necessarily
desire the same budgét priorities.A While the Butiget Committee staffs

may provide facts on economic, social, and political indicators, actual
priorities will have to wait for political decisions by the elected decision-
makers. Currently, fhe methods of generating those facts are under
discussion.

This budget by functions means that Congréss will now be_comparihg
expenditures for agriculture against expenditures for defense, income
security, vetefans, manpower, and other identifiable programs. This
type of direct comparison has never before been méde by Congress:

The CBO (Congressional Budget Office) is a new arm.of Congress



intended to work with the.budget committees in déveloping budget information
and to conduct long-rarige studies of budgetary behavior and problems.
Although the CBO did not operate this past spring, the Budget Act gives
it the responsibility to provide Congress information on the budget as
well as tawing and spending iegislation, keep score of appropriations
ﬁnd revenues in relation to the congressional budget, and report to the
budget committees on‘flscal policy and national priorities for the next
fiscal year (Budget Act, sec. 202).

As committees report bills with budgeL authority for new programs to
Congress, the CBO must help appraise budget costs for the proposal's first
‘five years, compare the costs to the latest budget resoclution, and estimate

‘impact on state and local governments. The CBO also makes five vear projec—

11s changing tax expenditures

e

tions and budget vesolution comparisons for bi
(Budset Act, sec. 308).

implications for Agricultural Funding

Undoubtedly, if the Congress effectively disciplines itself to its own
schedule and if Congressmen accept the implied responsibility to control govern-

mental expenditures through these mechanisms, there will be some important

implications for agriculture funding. This paper suggests a few of them.

Flrst, the Budget Committees create another hurdle that must be
negotiated in implementing new major agriculture programs. In order to
include the new program within the budget the Committee and Congress must
consider the édditional costs. Continuing prbgrams stand a good'chanée of
inclusion in the budget resolutions, but new or changed programs will be
‘subject to closer scrutiny.

The Budget Committees may decide to leave out funding for an authoriéed

proposed program. Programs not in the budget resolution will be more
"difficult to fund. Through the second budget reéolution the Budget

Committees may recommend cuts or additions in appropriations, spending
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authority or revenue bills already passed.

Qa

Secondly, arguments supporting a program may necessitate revise
emphasis. Additions or changes in agriculture funding will have to be
compared against changes in other functional areas or the deficit (assuming’

£ 1

no surplus). "Fach bill is more visible. As a result, compared with tl

-
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past a broader base of interests will be concerned with each issue affe st
“the budget. This may mean that in crder to gain acceptance of agric@ltural
programs, coalitions in Congress must be formed across a bfoader base of
interests to pass programs. ' ‘ “

A third implication of the Budget Act develops from the increased
visibility of budget deficits. Increasing the budget deficit may be one of
the arguments used successfully against programs not in the budget. Along

uncertainty of true farm

%
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with general concern abeut the economy, an
‘progrém costs, the size of the budget deficit attracted considérable concern
laét spring during debate on the 1975 Emergency farm Bill. Significantly,
as tﬁe Budget ﬁeficit received increased Visibflity and raised larger
political risks, the farm bill faced deﬂf@aspu support.—’

This year three important votes on the farm bill in the House high-
light the vote changes. The first was the initial passage of the bill in
the House by 259 to 162 (Congressional Record, p. H2073)e The second vote,
248 to 166, came after the House-Senate Conference to reconcile their
differences (Congressional Record, p. H3071). And the third vote, 245

182, occurred when atteﬁpting to overgide the President's veto
(Congressional Record, p. H3944). The Senate overwhelmingly supported the
bill.5/ On each of these House votes successively fewer members supported
the billf During the debate on overriding the veto, the oppoéipion argued
principally that this bill would increase an already large budget deficit

"busting the congressional budget" (Congressional ﬁecord, p. H3929-30, 3937).

This phenomenon offers at least a partial explanation for the President's
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refusal to administratively increase the loan rates for corn and wheat when

he vetoed the bill. The congressional budget should make deficits and

.

other consequences of new programs more visible than in the past.

s

Fourth, the Budget Act prescribes the timetable for making funding

decisions. TFor each program needing new authorization, the appropriate

)

legislative committee must report the bill before the first budget

a

resolution passes (May 15). The appropriaticn bill or final passage of
most entitlement programs must wait until after the first budget resolution
passes. Consequently, new or renewed programs should be planned and

o 4

recommended to the Congress earlier than in the past.

Section 607 of the Budget Act, for example, requirves the executive
branéh to make legislative recommeﬁdations one year in advance; fherefore,
if the Administration chocses to recommend a new farm bill to take efiect

ted by May 15, 1976~-next
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The Budget Act requires new legislation for continuing programs to

<

extend the authorization for at leas to submit the

[

two years. The failure
legiélative requests on time may meet stiff congressional reésistance. Changes
in farm programs or changes in major research pwojects with the exception

of last-minute oversight, must be anticipated a year and a half before any
outlays will be made.

Fifth, consideration of tax éxpenditures as part of the budget proces
may help convince Congress of the serious need for major tax reform. Changes
in investment credit, deductible pension funds, and capital gains treatment
could change the profit picture for farmers as much as revisionslin farm
program supports. To the extent that the new congressional budgef process
increases their visibility, these tax expenditures may be more subject to

change and debate.
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Sizth, the requirements of the Budget Act may suggest research topics.

Agricultural programs need assessment mechanisms to determine the return on

the investment of bud

get cutlays. Tax expenditures of all agricultural re-
lated groups must be fairly assessed while considering some of the special

business problems of each (e.g., farmers). ~In gene eral, improved 1nL01ﬂaLLon

rrj

systems (e.g., data collection and anslysis) could be used by the Budget
Committees because they would facilitate more valid comparisons with other

functions in the budget.

Perhaps there are other implications of this new congressional budget
process that will have even greater impact on public decision-making.

Seventh, if the Congress continues to accept the responsibility to vote on

=i

total expenditures and establish spending priorities, many of the fundamental
allocation decisions may shift to the legislation branch from the President.

- e A - v e - [N I B . T . PR ] - - P
In recent decades Congress has been unwilling to make these decisions on broad
<

national priorities, thus, the decisioms have been inevitably thrust upon the
Presidert. Perhaps the President will find increasing difficulty either ve-
teing or altering spending patterns from a clear—cut plan of priorities

-established by the elected Congress.
And finally, congressional Budget pricrity decisions could foster an
executive and/or congressional reorganization according té the functional
areas. Importantly, President Nixon's cabinét proposals suggested just this
type of,reorganization plan (0ffice of Manageme ot and Budget, 19745. Successful
administiation requires flexibility to use programs to meet the broad goals of
government. To the extent that the functional areas separate and identify the
most important goals and to the extent that executive departments direct their
efforts toward particular goals, executive administrators may unknowingly work
for control by functional areas rather than the present departmental jurisdictions,
Likewise, over time, internal pressures may help congressional committee |

jurisdictions cvo]ve to pattern after the functional areas. Transferring the



budget figures from functions to separate committees or Appropriation sub-

committees may prove too formidable to continue in confusion.
J .
Many ramifications of this new congressional budget process may be
difficult to anticipate. New precedents are set daily as the process con-

tinues through its first cycle. The process is just beginning to be insti-

tutionalized and the true parameters of the process are unknown. However,

[}

even if only clearer aspects of the congressional budget process work a
expected, agricultural economists should take notice because the time when
~a

congressional decisions comparing agricultural research to B-1 bombers and

other programs may not be far ahead.



CONGRESSIONAL PBUDGET PROCESS
Timetable

I0cceeei e, President submits current services budget.

15th day after Congress meets.. President submits his budget.

March 15..civeinerennecescee... Committees and joint committees
’ submit reports to Budget committees.
April I....c.c0iciveeianna... Congressional Budget Office submits

repor‘ to Budget Committees.

+
.

April I15.....cccivoieeeniven.. Budget Committees report first concurren
resolution on the budget to their House

Wn

s

Moy 15.cciiieeveiiieiaceenneee. Committees rveport bills and resolutions
auu901l?ing new budget authority.

Congress completes
current resolution or

" 7th day after Labor Day........ Congress com pletes action on bills and
resclutions providing new budget

‘LO
authorlty and new spencing authority:

September 15.....cccvvecees.... Congress completes
required concurre
the budget.

September 25...ciecevcareneeo.. Congress completes action on reconcilia-
tion bill or resolutionm, or both,
implementing second required concurrent
resolution.

October l.uvevivveennnanene.... Fiscal year begins.



FUNCTIONAL AREAS IN 1976 BUDGET

National Defense

)

International Affairs
General Science, Space and Technology

3 OJ
Natural Resources, Enviromment, and Energy
Agriculture
Commerce and Transportation
Community and Regional Development

y g P

Education, Manpower, and Social Services

Sexvicen
Law Enforcement and Justice

< General Government

tance

v
0
0]
[0

Revenue Sharing and General Purpose Fiscal

N

Interest

Undistributed Offsetting Receipts



Footnotes

*The author wishes to thank reviewers serving on the staff of the

ston, D. Cog
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Housé Budget Committee; in various agencies located 'in Washin
and as professional agricultural economists outside Govérnmeit for their
comments and advice. Some personé must remain anonymous, but special
mention is given to James T. Bonwven, James Lyday, Linda Kamm, Benson J.

Simon and Bruce Meredith.

in perspective with

V2]

1. Perhaps placing the executive budget proces

the congressional process would be helpful. The executive branch begins

budget planning more than a year before the outlays may be used. TFor in-

e spring of

,_»

for the FY1976 budget began in &I

Ofifice of Maua and Budget (OMB) evaluvate programs,

identify issues, make budget projections, and present plans in iniﬁial
‘ormlto the Director of the Office of Managemeﬁt and Budget. The Director,
together with the Secretary of the Treasury and the Chairman of the Council
of Economic Advisers make recommendationms to the President about overall
estimated revenues and cutlays.

By June, or one year in advance, the President offers general budget
and fiscal guidelines. These policy guldellpes are in turn given to the
agencies in the preparation of their budgets.

In the fall, the Office of Management aﬁd Budget reviews the ageﬁcy
budget submissions and recommends funding levels to the President. 1In

December and January the President makes final adjustments. Near the end

of January or the beginning of February the President presents his budget



to the Congress. At this point the formal congressional budget process

begins

2. Tederal fiscal years have run from July 1 to June 30 and are

~

referred to in terms of egr in whict hey terminate, thus, FY1976

py
<
©

runs from July 1, 1975 to June 30, 1976. Starting with FY1977, however,

federal fiscal years will run from October 1 through Sep tember 30,

3. In order for the new congressional budceu process to work, many
individuals and committees must be heard and made a part cf the process.
Appropriation committees, traditionally hold the responsibility for al-

ecans Committee and the

A,
=

locating budget suthority. The House Ways and

- ¥ v e ~ [ R ; SR IR,
Senate Finance Committee maintain considera

4]

¢

'vlation.. All the legislative authorizing commitftees watch funding. for
programs in their areas of responsigility. If the new congressional budget
process will ever be a success, the members and staff of the Budget Com-
mittee must coordinate all the areas of expertise and the sense of the
Congress when they recommend the budget to their respective house.

The Budget Committees add a new area of responsibility not served by
other committees. Conceptually, setting broad guidelines, appropriating,
and generating revenues are separable tasks requiring interaction, but

§

not interference.

4. The 1975 Emergency Farm Bill was not passed over the Presidential
vete. Arguments on the House floor reflected strong interest in the budget

implications of the bill., See the Congressional Record (pp. H3928=45).



5. On initial paésage, the Senate voted 57 - 25 in favor of a more
costly version of the bill {Congressional Recbrd, P SSO&&). The Con~-
ference report was accepted by voice vote (Congressional Record,-p,‘86000),
Since the.House failed tb override(the Presideﬁt's veto, the.Sﬁnate never

tried.
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