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soc1a1 ‘problems and provxde basrc supports and servrces that 'i:nf\ance the quahty‘v f.hfe
theu' commumtres Voters spoke clearly in- November 1994 They want more for. therr
money ’I'hey want' more and better servrces, but they also want balanced budgets and cuts | in*
‘ ‘ mcome and property taxés. In this time of big public defrcrts, they want government at all

levels to operate more effectively and efficiently. They also want it to invest wisely and live

 within its’ means. On Capitol Hﬂl on Washmgton, DC and m statehouses natronwrde,

g n . pohcymakers are scrambhng to respond ) ' S
A , v Across the country, there is’ mountmg evidence of efforts to reform and restructure
S L educatron and other commumty supports and servrces in order, to rmprove the lives and
o ‘, A future prospects of chrldrer\ and their famrhes. Crmcal to-the success of these: initiatives is the
- L way in'which they ate fmanced How revenues are generated and how funds afe channeled

T to schools, human servrce'agencres, and commumty developmen mrtrahves mﬂuence what

b "o

governors and St.?‘, -agency drrectors ik S
rs;and: school offrcrals to make go mment work better and more ‘ o

St c . Y B » L . I
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‘aucéo‘untability for ‘public ex‘pehdit'ure‘s Taken together, these efforts suggest the nascent*? o
2 :“strands of new and’ unproved pubhc fmancmg strategres 4 B o
Agamst this backdrop, a consortrum of nahonal foundatrons estabhshed The Fmance
- .‘Pro]ect to unprove the effectweness, efficiency, and equrty of public fmancmg for educatron
-~ and an array of other commuruty supports and services for chrldren and their families. Over

' ~ a three-year. period that began in Ianuary 1994, The Finance Project is. condiicting an’:

ambitious agenda of policy research and development activities, as well as pohcymaker '
forums and public education. The aim is to increase knowledge and strengthen the capability
of govemments at all levels to. implement strategies for generatmg and investing public
" resources that more closely match public pnontxes and more effecnvely support m\proved N
education and community systems.
~ Asa part of its work, The Finance Project produces a series of working papers on salient .
. issues related to financing for education and other children’s services. Some are developed
- by pro;ect staff; others are the products of efforts by outside researchers and analysts. Many
are. works in progress that - -will be revrsed .and updated- as new information- becomes’
 available.” They reflect the views and mterpretahons of the authors. By making, them -
.avallable to a wider audlence our intent is to shmulate new: thmkmg and induce a.variety of
_ pubhc ]unsdrctlons, pnvate orgamzatlons, and mdwrduals to examme the ideas and findings.
they present and’ use them to; advance thelr .own - efforts to merove pubhc ﬁnancmg .‘
strategxes o T SR i
'I'lus paper, The Budget Enforcement Act Implzcatrons for Chzldren and Famrlzes, was wntten'f .
by Karen Baehler: It provrdes a bnef overvxew of the, federal budget process, exammmg the 3

o effect of the Budget Enforcement Act on leglslatwe strategyr and fundmg outcomes for".h‘ ,' '

4 chtldren s programs It concludes wrth an mveshga’aon of how these rules may mteract wrth,i
' current- proposals bemg debated in the 104th Congress that affect chxldren-. 1

Cherle Hayes =
Execunve Dlrector
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180 d1ffererrt programs targeted to chrldren under 18 and therr faxmhesl Although total
spendmg by states Iocahtres, ‘and” pnvate orgaruzatlons exceeds this . ﬁgure the federal -
govemment remams the largest smgle funder of cash and ‘in-kind assrstance to children and
faxruhes .\ ‘ UL e o ‘

The purpose of this’ paper is to- provrde a ghmpse into certain aspects of the federal
. budget process that should be of specral interest to those who care about children’s services.
The paper focuses partrcularly on'the newest budget process reforms—-enacted into law in the
Budget Enforcement Act (BEA) of 1990-—111 an effort to better understand the rmpact they

_ have had on' fur\dmg for chlldren s programs - S R .
L The picture that emerges is. of a process in wh1ch budget pohhcs and budget rules are _

constantly mteractmg. ‘It seems clear that the rules and procedures are’ not brased elther in

EACH

i drenjs;p grams The: thnd secho O¢ ksat huw the BEA rules may

}'affect children. ‘Thé
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: .few and far between The basic structure of; presrdentlal budgeting’ was lald down in 1921

\ ‘and congressronal budgetmg in 1974; Both still remain. Starting in 1985, however Congress
L began to expenment with a series of new mechamsms for exerting drscrplme over spending .
~ and the federal deficit. Given this recent lustory, it is reasonable to expéct that Congress will

. contmue to expenment to layer on new rules and revise old ones. Thus, the BEA rules which

this. paper examines must be viewed srmply as the latest phase in the evolution of federal .
budgetmg — ' '
. "‘The Federal Budget Process in Brxef2
‘ Although Congress holds the constitutional power of the purse, the President kicks. off the
" annual budget cycle with the submission of His’ budget to Congress i in early February.’ The
, Presrdent S budget contains. recommendatxons for spendmg for all federal agencres as well'as
xrecommendatrons for polrcy changes and, in. some cases, budget process reforms. This:~
. budget is the final product of an elaborate set of negotrattons wrthrn the: executxve branch--
‘ ‘between separate federal agencies and.. therr host” departments, as well as between the--
'agencxes and departments and the: Presrdents central budgehng headquarters the Ofﬁce of
Management ‘and' Budget (OMB) L e e e T e
Con Dependmg on party relanonshtps between the_ executzve and legrslatlve branches and a .
A varrety of other consrderatrons, Congress may or rnay not consrder the Presrdents budget
" request to be the startmg pomt for ‘its work 3. Erther way, Congress actually produces several
”budgets” of its own--th it 1s, legtslatlve velucles in wluch govemment wrde spendmg is;

i added up and the brg plcture comes mto vrew--over the course of a normal budget cycle
The frrst congressronal product is the budget resolutxon, a broad outlme of spendmg,
frevenue, and deficit targets for the coming. hscal year a and the followmg four. years4 This-".
‘ “bluepnnt produced by the House and Senate Budget Comrmttees from: mformatlon prowded
. by other cormmttees, mcludes rough allocatxons of spendmg for vanous governmental

[ . -

. 3 only two of the last 15 years have the Presrdency, House of Representatrves, and Senate e
' contennousness ifi. the budgetmg process sirice: the Reagan Admxmstra
. Président Reagan s budget requests were. labeled “dead on arnval’ to descnbe the .

- .. Democratic. .Congress' unwrllmgness to use Reagan s numbers asa benchmark The friction

caused by divided ' goverfunent also has contributed to'the rise of what Allén Schick calls:

”unprovrsatronal budgeting,” examples of which include the lugh-level executwe-leglslanve

.. budget summiits of the late 1980s and early 1990s; and the: Chnton Administration’s decision:

- to-abandon its ongmal FY 96 budget proposal released in. February of 1995, and mtroduce a
. adlcally drfferent substltute jin June: (The latter- story is still unfoldmg ). L o
4 The FY1996 ]omt budget resolutlon (passed m 1995) covers seven years, rather than the RO

o customary frve

.'4 . ;
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Th resoluhont does, however, contam vanous assumptlons about general levels :

have th" force of law. rtself Congress has developed procedures for enforcmg the budget
aggregates and allocatxon levels set forth in the resolutlon 3 April. 15 is the offrcml deadlme
" for adoptmg the budget resolunon in both chambers. Itis often missed, o

: While the budget resolutlon coordmates and frames budget polrcy, actual spending .
decrslons are made elsewhere. Each chamber of Congress has two main spendmg committees:
mvolved with chlldren s programs, the Approprzatlons Comrruttee for dlscretlonary spending’ -
‘ and the Fmance Comrmttee (m the Senate) or Ways and Means Comxmttee (in the House) for
mandatory spendmg Some mandatory spendmg for cl'uldren is also controlled by various”
authonzmg comnuttees.. S S B KA S
o The ‘Acl1stmct10n between dnscretlonary and mandatory spendmg is- cntxcal to

'}'l'l

5 The reveriue and spendmg age gates defmed,m the budget resolu_tmn are enforced

P

6 'I'he BEA useg‘tﬁhe errn irect spending.”

a
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ié., the assumptron that, most programs wrll recewe modest mcreases infur dmg each year, in-

‘current dollars Thts assumptxon lends: predrctabxhty to the appropnatrons process 0ver{'v_\ o B

‘ trme, of course, 1t leads to steady growth in spendmg, therefore it rehes upon the avadabnhty‘ N ‘
of an annual drscrehonary ‘increment” to be allocated o SRR AT
) In the past most of the negohatmg and pohttckmg in appropnahons occurred around
" the issue of how muc}z moré each department would get each year. When a program'’s annual '
" increase falls below the level needed to keep pace with mflatlon or below the presrdents,'
. budget request level, then the appropriation may be classified as a “cut.” Real cuts, in
jf:urrent dollars, have been uncommon over the years, but increasing pohtrcal pressure to
1., reduce deficits and balance the budget is changmg that. In the current climate of austerity,
the assumption that everyone can get more- each year has eroded. * For discretionary
children’s programs, almost all of the annual negotlatmg occurs w:thm the confines of a
* single. Appropnatlons Subcommittee, knowri as Labor/HHS (Health 'and Human Servrces) :
' Thus, the fate of these programs depends heavily upon the size of the increment (or negahve ,
. increment) allocated to that subcommittee. ‘
. C Although the federal government is home to thousands of drscrehonary programs, the
' Approprratlons Commlttees today control only about one-third of total federal spendmg '
"‘:&(compared to, two«thlrds in 1965) The’ remammg federal dollars are, spent ”drrectiy” and -

" w1thout hnut according to the cnterra and formulas set forth. i in ‘each mandatory programs

i f',authorrzmg leglslatxon Although the Appropnattons Comrmttees must, authorize- these- -

"momes to be spent the appropnators have no. control over the level of spendmg For ,
' example, the. level of federal spendmg for welfare payments in. any grven year. wrll be ,

deterrmned by the number of ehg1ble rectplents who apply, the benefrt levels set by the states, K '

- and state matchmg rates, not by the give and take of approprtanon polmcs L B
A Congresss second’ opportumty to. produce an” ommbus package ‘of spendmg and -
Vrevenue changes comes in the- reconcxhatron process. - But unlike ‘the- budget resolutmn, B

reconciliation is both elechve7 and enormously powerful8 Reconcﬂlatlon refers to the«“ E

process of passmg leglslauon to change mandatory spending | levels and/or revenue levels in
. order to’ bnng total federal spendmg i line- with the. targets estabhshed m the budget.p

resolutron "As” noted above, enutlement spendmg is' not controlled by the ‘regular.. -

" approprxatrons process To ratse or- lower entltlement spendmg, changes must be made to the. :

,authonzmg legtslatron m order to alter ehgrbrhty requrrements or " benefits - levels

- Reconcmatlon bills typrcally combme large numbers of these changes ina smgle ommbus bill",

L (along thh other leglslatwe t.hanges) ' ' i _
Reconcrhatlon bdls operate under spec1a1 mles in each chamber that hrrut erther debate. -

or amendment actrvrty Thus, tustoncally, ommbus budget reconcmatron acts (OBRA) have

_ served as' effectlve vehrcles for rushmg ma]or pohcy rmtratwes through Congress. OBRA‘

7 Reeoncrhatron is not requrred and does not occur every year , -
" -8 Note that the reconciliation process begins with the budget resolutxon, wtuch may contam
reconcrhatron instructions to commiftees to report bya date certam legrslatlon that changes
spendmg or reduces thie defrcrt by a specdred amount: ’ S R

" THE FINANCE PROJECT
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' also p.:ss supplemental appropnahons bxlls to fma.nce unantmpated needs. The budget cycle
formally comes to a close 15 days after the end of the congréssional sessmn (anytune from |
October to December) when OMB issues . its. final sequestrahon report in accord with the
reqmrements of the Budget Enforcement ‘Act (BEA). This report. assesses' congressxonal

E comphance thh the BEA rules (explamed below) for thie current fiscal year. If the rules are -
vxolated OMB is requu:ed by law to- order automahc cuts; known as sequesters, in the

thi exte swe changes‘of 1974 howeve' Congress and the Pre31dent were -

congressmnal actionis. needed

2N

Y

Sty

13 KsAllen Schick (1990) wrltes "'It zs no exaggeratxon to state that the capacxty to govem
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Emergency Defrcrt Control Act (also known -as. the Gramm Rudman—HolImgs Act or GRH)

.",GRH set, fixed . lmuts on the size of the deficit, to be- enforced through across- the-board j ‘

' "‘sequestrahon of budget resources. ‘ "Sequestratxon refers to the permanent cancellatron of

o r"‘budgetary resources by pres;dental order. Under GRH, sequestratron orders were tnggered'

“ when the projected budget defrcrt exceeded its hmrt GRH sequesters apphed uniformly to all
accounts covered by the process and to all programs and projects within accounts.14
The fixed deficit limits. were to decline in each year covered by GRH, droppmg to zero--
a balanced budget—-m FY 1991. In 1987, Congress revised and extended the GRH targets and
enforcement mechanisms through FY 1993, v
- By the end of the 1980s, it was clear that the GRH process would not produce a balanced

\budget by FY 1991.15 Inter-branch and. mter-party conflict over the problem climaxed at a ‘
- last- ditch. budget summit convened by President Bush and the Democratrc congress:onal -

leaderstup in October of 1990. The product of that summit was a two—year budget agreement

© that mcluded almost $500 billion i m spendmg cuts for the period FY 1991-95, as well as anew -
‘round of budget process reforms The suinmit's results: were- mcorporated into the Qmnibus.
,Budget Reconcrhatxon Act of. .1990. (OBRA 90) Tltle XIII of that law, known as’the Budget h
‘ Enforcement Act (BEA) contams the budget reform prov1510ns OBRA 1993 revised and °
extenr\led the provisions. of ‘the- BEA through FY 1998 As of thrs wrmng, the amended BEA' .
rules’ control the congress:onal budget process For ‘this. reason 1t is worth takmg a closerf’ ’

look at them B :
‘ Although the Bud get Enforcement

. tbuﬂds upon the mechamsms set forth m GRH 1t§.lg -
represents -a very drfferent approach to: deﬁcxt warfare Damel Frankhn descnbes the. goal of - ..

: the BEA as deﬁcu cantrol in. contrast to the dehc1t reductzon sought by GRH 1 In movmg:}

= entxtlement welfare programs and reduces tax revenues, or (2) provnslons m exrstmg law ‘f .
such as automatrc cost-of-hvmg adjustments to enhtl ”ments As Rudolph Penner, formerf '

8 In prachce, GRH sequestratron only' apphed to the roughljsr one~tl'urd o_f the federal budget o

. consrstmg of dxsc etronary ‘spending;_ Most entitlément spendmg was'either exempted from-
' sequestratxon of treated under specxal rules, Suc_h as'the one that hrmted Medlcare o
- sequestrahon to2 percent of outlays forthe’ year For more on- sequestratxon, see Schrck
‘Keith and Davis (1991) Chapter 5 P »
.15 Accordmg to some experts, GRH farled because it wasg too restnctxve GRH was supposed
to create’ mcentwes for real: spendmg cuts |
~ board sequestranon motivated pohtrcrans to. use "smoke and-mirror’; budget—cuttmg devices:
‘ 'Athat mcluded "um-eahshc economi¢ assumptions; ccountmg gummcks :and -one-shot -
. savmgs, such as, loan asset sales and the shrfhng of pay dates ‘Penner-and Abramison, - . .,
quoted in’ Dav1dson and Oleszek (1990) Also see Penner (1992) lAllen Schick. (1990 P: 205)
summedrtup fit, : vhile exac 1 hi i
in budgetary mtegnty S
“16. Frankhn (1993) .

4
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These rules afe enforced

he. B exerts-?thxs ontrol through the followmg rules
i vthrough'a modxfled versxon of the GRH sequestratxon mecharusm as well as through pomts
- of order in the House and Senate ' ' :

A Dzscretzonary Spendmg Caps : :

' The'BEA sets hnuts on the amouint of money. that can be approprlated and paid out each year

. for- dxscretlonary programs falling under the. ]unsdtctlon of the Appropnatlons Con:trmttees
The statutory caps in the 1990 law applied to each of five fiscal : years (1991, 92, 93, 94, and 95).

© New caps were established in OBRA 1993 for FY 1996:98. See Table 1 for the FY 199198
caps:, Spendmg above tthe -caps tnggers across-the-board sequestrahon of dmcrenonary

© accounts, of; in the case of ﬁre walls (descnbed below), sequestratlon w1thm the offendmg

, 'd1screnonary category ’ - : ‘

' 'TABLE l A Comparlson of Caps on Total Dlscreﬁonary Spendlng
A (m bﬂhons of dollars) '

. ’ e : |
el defmt also see Co].l:, nder (1991)

' THEFINANCEPROJECT 7.
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F:re Wa!is Between Appropr:attons Categones _ U B

‘ “ The BEA of 1990 divided all appropnated spendmg into three categones--defense domestxc,
: and mtemanonalwfor FY 1991-93.- Each. category had lts own spending cap. The BEA:
;V‘prohlblted transfers of budget authonty or outlays across these categories.. Spending above a
A categoncal cap would automahcally mgger sequestrauon of all discretionary accounts in that
’ category
» The so-called “fire walls” between appropnahon categones explred in fxscal year 1994
and were not extended in OBRA 1993. Thus, appmpnatlons for FY 1994-98 are limited- by a
smgle dlscre’aonary spendmg cap The FY 1996 concurrent budget resoluuon calls for.
restormgthehrewalls f P

Pay-As-You-Go (PAYGO) P‘rams:ons for Mandatory Spendmg

The BEA requxres that the total of a}l 1egxslahon affectmg mandatory programs and revenues -

ding:o : ut taxe'_‘ often _are expected

Pl

. THE FINANCE PROJECT -
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1§ fisc ar _ _ e_exlt effects of
legxslahon passed in 1995 would be tracked through FY 2000 and counted agamst each year 5.
PAYGOtally o e T '.i«

o ‘ PAYGOProvtszonsforRevenueMeasures A o
SRER . Note that the phenomenon known as “tax expendxtures” ( ”those revenue Iosses attnbutable
to provisions. of the Federal tax laws which allow a special exclusion, exemptlon or deduction
. from gross income or which prov1de a specxal credit, a preferentxal rate of tax or.a deferral of
T tax liability”)?% also fall under. the PAYGO rules. Thus, new leglslahon expected to reduce ‘ '
N R fevenueé by 1owermg tax rates or expandmg tax expendltures is included on the PAYGO
" f' ; N scorecard Like' many. rnandatory spendmg programs, tax expendltures en]oy protectlon from
e sequestratlon " Inother words, a breach of the PAYGO rules does not trxgger a cancellahon of

coo taxbeneﬁtstomcreaserevenues23 T

g, AR b

e
such‘_:h‘ futui'  failures o

anng the’ effect ‘of legnslahon on patteme i
mduced behavmr_over penods of fwe and ten. years. L

[ ot o
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‘ 'Gr ,wth xf zt s the result of econormc fluctuatlons or prevxous Iegzslatxon (hke enhtlement S
, eneﬁ S mdexed to’ mﬂanon), can. contifiue- mdefmltely, no. ‘matter how Iarge the deﬁc1t'*
'becomes “As one former congressmnal staff person explamed those who crafted the BEA

leglslanon made an exphczt decision to allow the mandatory programs to follow thelr own:
“natural” growth path. '
~ The basxc structure of the congressxonal budget process remforces the automatxc nature
of mandatory spendmg and provxdes little incentive for controllmg entitlements.’ As noted |
above, reconciliation-—-the chief tool of Congress for reining in entitlements—is an elective
procedure There is no guarantee that Congress will enact reconcxhanon each year, and there
.« 7. are no sanctions for inaction. By contrast as budget. expert Alan Lopatm has put it, the '
7 . annual appropnanons process is a must-do.‘.Bven in the event of veto threats and

contmumg resolutlons no one doubts the eventual enactment of annual appropnatlons 25
ThlS fact mearis. that the budget process- itself all but guarantees that dlscretlonary cuts will
' be enacted annually and routinely, whereas cuts in mandatory spendmg requn'e spec1a1 effort
, and multl—comnuttee initiatives outsxde the standardized routxne_ ’ , .
‘ ‘ It 1s mportant to note that various efforts have been made over the years to control the!
growth of ”backdoor mandatorye spendmg, mcludmg efforts under GRH to sequester

o entxtlements. For the most part these have not. made dxscermble progress.

s

wsehnancmg'schemes for new pubhc pohcy ventutes.

Lk Yy

&

3 Personal corresponderice
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' procedures produce an overall advantage or dlsadvantagev.‘ or. chlldrens programs i, the;" o
e compenhon for- federal resources" vader\ce t6 answer- this queshon 1s elusrve One: canA

compare. funding levels for chﬂdrens programs pre- and post-BEA but this approach is

fraught with problems For example, at a- technical level no smgle-’database exists that ‘can -
‘-‘ provrde mformatmn about hrstoncal fundmg pattems for the full set of approxrmately 200

- programs that serve this populahon

. In lieu of comprehensrve aggregate figures for federal spendmg on chﬂdren Table. 2 provxdes
a rough and~ready comparison of fundmg pattems for a dozen representativeé programs (six

dxscretlonary ‘and six mandatory) during a four-yeat penod covered by the Gramm-Rudman-
. _ Hol]mgs (GRH)" budget rules (1987-90) and a four-year perrod covered by the Budget
Tt - s Enforcement Act (BEA) budget rules (1991 94). - The- programs ‘were selected based on their
KRR N relatrvely large srze and the avallability of data’ for the years of mterest 27 The data in Table 2 -
- an overall mcreased rate of growth for these programs durmg the later penod

- 'sho,

aland Chﬂa Heilth "Block ‘Grans; Child:

Supplemental Food Program for

CE N

' Drsablhty,lnsura 'e(C_)ﬂ D
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-"reauthonzatxons budget resolutlon prcgram assumptlons, appropnahons, changes m
:mandatory spendmg, and - tax cuts and mcreases to name a few--that each year shape
’ patterns .of -federal spendmg for. chﬂdren Politics also. determines how carefully budget
' process rules are to be enforced and when and how the. rules are to be’ changed. As CBO:
Prmmpal Analyst Philip ]oyce put it, ”People have a tendency to want to blame budget .
” procedures for budget outcomes that they don't like. However, procedures, to the extent that |
‘ they influence budget outcomes at all, probably do so in line with the politics present wher-
. they were. estabhshed Thus, better to questxon the political motives of those’ who crafted the
'BEA than to look for some dlsembodled procedural blas after the fact,”28
ollowmg Joyce's suggestmn, we fmd that the two factors that best explam the ﬁndmgs
in Table 2 are deficit. pohtlcs and prcgram pohhcs By.1990, accordmg to Daniel Franklin; .
four years of the GRH process had eroded pohcymakers faith'in deflat reduction.?? Members
. '.of Congress were runmng out of tncks for producmg relatlvely pamless {or.entirely. bogus)
" cuts; and the deﬁcxt was not gomg away * The recessmn that began in August of 1990 meant
that, under the GRH rules, Congress would have had to cut fully $200 bﬂhon from the- def1c1t
' "te avoid. a sequester Enactmg the combmanon of deep cuts and tax mcreases needed to
o comply thh the law looked like pohtlcal sumde., In addmon the effect of such deep cuts on
' an economy already on the declme wouid have been unacceptableh Thus, all mvolved 1ost

v'«t*

v horror of $200 bﬂhon m cuts
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program or’ group of programs under one set of pohtlclal cond1t10ns - but have a vastly,"

d1fferent effect when the’ political clunate changes ' R O A
Program pohtlcs also help to explam the extreme vanablhty in the components that

make up Table 2. In the earher perlod covered by that Table--l987-90 for example--Special

Educatlon funding grew less than 4%, compared to 67% for Foster Care subsidies. Inthe’ later'

" period, 1991-94, Child Welfare Services grew: 7%, compared to 110% for chlldren under SSI.
Clearly, one cannot generahze categorlcally about a unitary effect of budget rules on a

large and diffuise. category of programs like children's services. Different rules affect different

_ programs drfferently, and the fmal spending outcomes are hard to predict. The brief survey

of budget rule effects presented below is by no means complete but it offers.a ghmpse of

- how pohtrcs and rules interact m the case of budgetmg for. chlldren s programs

Dlscretlonary Caps ' ‘ s : :

Caps have proven to be a popular tool for spendmg control Fxrst estabhshed in 1990 they

B were extended iny 1993 and both.; the Presldent and Congress have proposed another

extensnon in 1995 30 Two factors‘ deterrmne the overall effect: of the’ caps on the world of :

d1scret10nary programs the cap é vel and the mterpre tlon‘of the cap asa cellmg or a ﬂoor _‘

30 The concurrent budget resolutlon passed in 1995' estabhshes caps on defense and non-

defense dlscretlonary spendmg for.FY.1996:98, dnd.a smgle cap.on. all d1scretronary spendmg

for FY 1999 2002 These caps are expected to be mcluded in the 1995 reconcrlratron bill,n <
. ; d :

THE FINANCE PROJECT
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‘ known as the; outlay rates 32 The BEA specmes caps for both budget authonty and- outlays

32 Appropnahons bxlls provrde each account Wlth budg tauthonty,
~into’ obhgatrons : :

<

E v-"'fundedf through cap, ad]ustments that” sxmply added to the. def1c1t Now the caps are treatedm
b more hke real cerlmgs In 1994; for example the Senate Budget Resolutton for EY. 1995
" coritained an amendment to_hold dtscretlonary spendmg at $26 billion below- the- statutory

| cap, levels over five years. The final conference resolution cut this figure to $13 billion; but the
A precedent of spending below the caps was set. “ In 1995, emergency funds needed for
earthquake relief and aid to Oklahoma City followmg the bombing. of a fedeéral office

* building were not treated as emergency ad)ustments to the caps They weére expected to fit

within the caps and ultunately, were pard for with rescrssrons of $16 bllhon in funding for
the current fiscal year '

The tightening of the caps and the wrderung gap between the cap levels and the funding
needed to keep up with mﬂatlon mtensxfy competmon among all claimants to drscrenonary

. federal resources. Budget experts in the Department of Education and the Department of
Health and Human Servu:es indicated that the spendmg limits have the effect of giving more

power to pre91dent1al pnormes w1thm the executxve branch budgetmg process, With-tight -
caps and a near freeze on spendmg, there sunply 1s not room for anythlng other than pnonty

. programs to mcrease In the Chnton Administration, thrs fact has worked to the advantage of
: -.programs servmg young chtldren specrflcally--a handful of educahon programs, Head Start; .
‘. and chlld ‘care-in- the Presndent sibudget request Programs* hke Commumty Servrces and
-Low-Incorne Heatmg and_~ Energ Ass:stance‘. LIHEAP) that serve: farmhes and some

. The Budget Comrmttees focus mostly on outlay levels for purposes of def1c1t control 'Ihus,

for payrhent, Budget authonty provrded ina one-year approprtah must be fully obhgated
by the end of:that year ,Howev r; all. of. the cash need not be spent in that year: In many -

. cases; agenc1es or programs e e:several years t6 spend out a. smgle year s budget authonty
- frgure The rate at wtuch the money 1s spent is the outlay rate ‘ . K

THE FINANCE PROJECT "
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. fastest outlay rate among the departments w1th Wthh it competes dtrec:tly for approprzatxons
‘ (the Departments ‘of Labor, Educatmn, and HHS fall, under- the same Appropnatlons
: Subcomrmttee)-—-a fact whmh has put it at'a dtsadvantage m some past negohanons
However, one staff person at.the House Appropnatlons Comrmttee stated that as. thie futuré
outlay caps grow tighter and tighter, Members of Congress are becommg less mterested in
delaying outlays to future years. - :

-FxreWalls e .o } ‘,

. Some observers have suspected that the BEA contams a systematlc blas w1thm the category of

drscretxonary spendmg If so, the mechamsm at work is hkely to be the so-called “fire walls”
between the categorles of domestlc, mtemauonal and defense appropnatlons. The term "ﬁre
wail” refers to the separate spendmg h;rmts estabhshed in BEA‘ 1990 for each of the three

ST e T THEFINANCE PROJECT
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;ollapseu of‘the Sovxet Umon and the end of the Cold War many Democrats‘m

Y utbacks that could be reallocated to domestxc pnontxes Although some reallocatlon was-

: ccomphshed through the BEA caps, many Democrats felt that more guns would have turned-.
into butter in the absence of the 1990 budget agreement and the flre walls. According to thls
:argument the. actual cuts in defense should not have been measured ‘against the current
services baseline: (which did not take into account expected reductlons in force due to the

~ changing world situation), but rather against a srgmfxcantly lower, post-Cold War baseline.
';Agamst the reduced baseline, the levels of defense spending specified in. the BEA actually

, ~would look relatively generous. : :

" The battle over the fairness of the separate caps produced several efforts on the part of -
Democratlc Memebers of Congress in 1991 and 1992 to pass legrslatlon that would undermme ‘
f:the fire walls- and create a Iarger peace dwldend All such efforts failed.34. However, .

'.domesnc acuv1t1es and msertmg domestlc spendmg mto defense appropnatrons

In ‘the end the data- suggest that the BEA “walls- allowed domestxc drscrehonary‘
;spendmg to recoup some of the losses suffered durmg the Reagan Admm1stratton Flgure 1
- illustrates  the . effect of the BEA flre—wall caps .on ‘domestic’ and defense dlscrenonary
‘/spendmg in the context of the 30-year trends in these spendmg categones and compared to.-
vClearly, the defense budget expenenced real and

'ecent expenence w1thout the caps N

"'rebounded*modestly

‘ Would create only two, n i three, categones—-defense and nondefense drscretlonary spendmg-

133 Franklm (1993), p 103 and Schxck (1992), p 25
‘34 Doyle and McCafferty (1993).. :
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'1019 ,Congress eagerly anhcrpated a “peace d1v1dend” in‘the- form of large « defense budget :‘,

] 'Congress d1d manage to breach the walls in several casés by chargmg defense for vanous

l«ssustamed losses throughout the penod 1985—95 whﬂe the domestlc dlscretlonary budget

.‘The proposed flre walls for FY’ 1996 8‘:Are'mtended to protect defense These hre wallsv o ‘
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mcome scale (”the rmlhonaxres tax”} Lo SRR PR -’ T e,
‘ When new revenue 15 not. avaﬂable cuts m other dxrect spendmg programs may be used
‘ to fmance expanswns in. currently favored programs The' Agnculture Commlttees in recent
years, for example, havé cut farm pnce supports to expand the Food Stamp program )
Although the PAYGO rules leave.some room for congressmnal action on. mandatory
spending, on the whole they appear to favor old programs over new ones, and to accord
greater respect to.past legislative acnons than to current ones. Allen Schick has described this
_ conditions as “end-stage leg;,slahve paralysxs ”36 The effect is most pronounced on. the.
PAYGO side of the budget, where only new legislation to increase spendmg has to be offset.
Increased spendmg caused by the achvmes of. previous Congresses like the cost-of-hvmg
ad]ustments ‘'written into law, is no orie's responsﬂ)i.ljty' under BEA and does. not have to be

.

balanced o O ST R

PAYGO and Tax Expendxtures

1 . The cost of the EITC is expected to more than deuble m three years, nsmg from $11 bﬂhon ‘ L ‘

THE FINANCE PROJECT: 17




'PAYGO T1metables . , : ' — . A
.The use..of the fwe- and ten- year PAYGO scorecards has in a few cases encouraged"

leglslators to desrgn programs that are “back- loaded”——w1t.h more spendmg occurrmg in the

later years of the scorecard. According to Allen Schick, however “Thus far there has been -

httle evasion of BEA rules through deferral of spendmg increases' to the sixth year (the 11th
-year in the case of the Senate).”¥

PAYGO Exemptmns : .
- When- the PAYGO scorecard shows a ‘net' increase .in the deficit due to new legxslatron"
afffectlng direct spendmg and revenue, the Pre51dent must order a sequester of pay-as-you-
"go accounts By law, most drrect spendmg is exempt from sequestratlon and-some accounts
‘ ’en]oy special rules ‘that limit the size of thetr sequesters.‘ Out of a total of $80? 6 billion in
- direct. spendmg in FY 1996, only $28 8’ brlhon (]ess than 4 percent) is sub]ect to

) Asequestrahon % - : C :

‘ ., The-list of exempt programs was negotlated under GRH and ' has: contmued largelyv;l
intact.. ’Durmg the mrd-19805 mclusmn on. the list apparently offered double protectlon Not :
onlyz chd it shleld a program from any possrble sequestratlon, 1t also 51gnalled to Congress.ﬁf

_that the’ program should not be cut durmg reconcxhatron. IR N » . .
: Only drrect spendmg programs en]oy such protechon. The dlscretlonary s1de of the .

, budget does not mamtam any hst' pr itected programs . e e ‘ ’

V 'dtscrehonary spendmg as the only possrble target for defrcnt reductlon. _ ’l"hus we- fmd that
- much of the defmt contml ach1eved thus far durmg the 19903 has come from dlscrehonary

-37 Personal correspondence.\ - U A e
- 38 Preview Report, Budget.of the Umted States Govemment FY 1996 p 206 . Lo
' 39 Note that the drscrenonary/ du'ect spht was also a key feature of the GRH law. FETTIEN
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B st u, .

occasmnal tax increases.” To take a sunple hypothencal example, under: the BEA rules
Congress could, if it wanted pay for legislation to expand ehg1b1hty for federal Foster Care
Subsxdles (a direct spendmg program) with tax increases. It cannot however use tax
mcreases to mcrease appropnatxons for federal Child Welfare Serv1ces (@ dlscrehonary
program) above the overall cap limits without taking the enormous additional step of passing
Iegxslatxon to raise the cap on discretionary spending: Regardless of whether taxes- are bemg
raised or lowered or held the same, if dlscrehonary spendmg is at the capped limit,: increases
in a dmcrehonary program’s appropnahon will require appropnahons cuts elsewhere
Ad]ustments in the dxscrehonary caps are allowed only for emergency purposes understood
rather narrowly This. state of affalrs seems to assume that. new, expansrons in enntlements
represent more v1tal nanonal ob]ectxves, and’ miore worthy uses of new Tevenues, than any
posmble mcreases in appropnated programs above the caps. ¢ Q R ‘ ‘
S The net effect of these duehng forces on chxldrens programs is hard to 1dent1fy As
. noted & rher federal support for chrldren 1s a hlghly fragmented far-flung enterpnse Thus

_THE FINANCE PROJECT
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e called ”Fmgerprmt ,
: comrmttee that initiated . Thi

\‘ * Start an entltlement and then
- have’ to fit: the mcrease urider- thie disc etlonary’ caps.’

" comrmttee to mcrease spendlng -for an’appro

y 'offsets to cover the i mcrease Not surpnsmgly, efforts int the Senate to reclassxfy Head Start

- and Pell Grants as mandatory programs have faxled L L T

) In contrast efforts to -altér - the classxﬁcatlon of the Foo Stamp program met thh .
success in 1990 For most of 1ts hfe, the Food Stamp program was- treated as a quasr—?

_ entltlemer\t Tt parhcrpated m the. annual appropnattons process ancl was sub]ect at least
‘_ .off1c1ally, to. the dtscretlon of the Appropnahons Comrmttee X
v'lauthonzmg legtslatlon it the 19705 reqmred that, in the ca ethat msufhcrent appropnanonski .
needs states would be mstructed to reduce beneﬁts across the-j'

207

' Growth 1987-90. Growth 1991-94 ’

DISCRETIONARY I 2% -

. Child Welfare Servrces

Head Start ) :

Matemal and Child Health Block
h Specxal Nuitritional Supplement for Women, :
- - Infants and Chtldren

Specral Education
. Compensatlng Education

- Supplemental Securlty Incomie’

: _School Lunch' o . -
. School Breakfast: .~ -~ . . .

MANDATORY . - - . | =~ 12% 25%
old Age, Survwors, and Drsabthty Insurance A ‘

- Aid to Famlhes with Dependent Ctuldren
Foster Care : /

V _ Program Clasmﬁcatnon

' ‘were prov1ded to meetl : _ll' “
] board In practlce, however, such beneht reduchons were never requn'ed because Congress T

o SOurEesé_ 'Theﬂ Fmance Project"database and the Catalog_of.Federalvl}oﬁest’r&‘Assistance ‘

B

"(‘

) VDesplte the overall better showmg for dlscrehonary programs in Table 4, the apphcahon of'v{' c
: dlfferent rules to’ dmcrenonary ‘and du-ect spendmg is generally thought to place a high -

o prermum onl makmg the du‘ect spendmg list., Those ‘who' crafted the BEA attempted tof .

4 dtscourage efforts to reclassrfy old dlscrenonary programs as new- mandatory programs mﬁ'

- order to gain a, better posmon in. the competltlon for funds They *dld,_ this through the.so- -
7 wh1ch 'reqmres that legtslatlon be scored accordmg to: the ’

~

B
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appropnators who: managed to pass a bill: makmg Head ‘
ndir take dn’ obvrous example--would still -
L rt by'ani authonzmg.;'; .
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’Language ‘added to the. - o
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- the’ BEA s hst of PAYGO controlled accounts and to the 11st of programs exempt from

PAYGO sequestratlon 'Thrs counted asa ma]or v1ctory ‘
The status accorded to t.he d1rect spendmg category has contr1buted to the increase in
power of the tax-wntmg comrmttees (whrch also control much of. the mandatory spendmg)
part1cularly in the . soc1al welfare area That power expresses 1tself most clearly in the
reconciliation process ‘Take OBRA 1993 for-example, -and the two new chrldren s programs
that it authorized: Famrly Preservation and grants to states for vaccmes Although the
ob]ectrves of the Family Preservation program could have been met by i mcreasmg fundmg for.
 the ex1stmg Child Welfare Servrces Program (a d1scretronary program) a former Ways and
Means Comrmttee staff member stated that 1t ‘was ‘easier for. the commrttee to create an

T
i
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_ V above expected mﬂatlon)
B . annually (1.5 points above mﬂanon) In contrast the growth rate of d1scretxonary spendmg is "

) AFDC and Medrcald prog Aams and to make deep cuts in the growth rate of Medtcare/ These

Mamtenance Vs Preventxon

wrthout hrmt to serve all ehgrble beneﬁcranes . - R S e ,
' Although the current budget rules d1d not create ,the prevennon/ drscretxonary-

CA

Other entxtlements ‘are’ expected to grow about 49 percent

hkely to remam well below the 3.4 percent needed to keep pace w1th inflation.- -~ .7,
The BEA contains -no provxsrons for controllmg automa;txc growth in mandatory

, spending. - Thus, while the BEA is by no means’ causing the. shrft in the composition of -

spendmg, it is accommodating it. As automatic increases in mandatory spending continue to
conSume ever larger portions of the federal treasury, the remamder of the federal budget gets
squeezed tighter. This problem, and the BEA’s mablhty to deal thh it, has fueled efforts by
some Repubhcans in the 104th Congress to reinstate fxxed def1c1t targets to enforce drscrplme
across.all categorxes of spendmg N ' ‘

‘The practlcal tmphcatxons of t.hls phenomenon for chﬂdrens programs can be seen in a -
-~ brief coniparison of two federal programs serving- abused and neglected children:- < Child
Welfare Servrces (a drscretlonary program) and the Federal Foster Care Subsrdy (a drrect :

- spendmg program) Between 1982 and 1994; the- drscretlonary cluld welfare program grew
89 percent in current dollars, whrle the mandatory foster care program grew almost 600
percent. In 1982 the foster care program was: roughly twrce the srze of the ch:ld welfare
program In' 1994; it was almost rune ‘times as large L L o ;

‘ ’I‘he explanahon for these dxvergent patterns rs the power of automatxc growth in open-

The 104th Congress has proposed to abohsh open-ended entltlement'status‘ for! both the

‘ The way current programs are structured most preventron serv1ces tend: to fall under. the

category of drscretxonary spendmg, whrle mandatory/ entxtlement programs tend. to- fund.

hr what rmght be called "mamtenance actrvrty-—mcome supports medrcal care mamtenance of

They must operate under spend

mamtenance/mandatory drstmctlon they contam what rrught be called a. bras agamst

Lo ;‘preventxon fundmg by barrmg legrslators from paymg for prevenhon Wlth the. savmgs
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Aspe‘ndmg that occur: naturally (thhout leglslahve cuts)-—as the result of prevenhon efforté; for
example—eannot be used- to finance - expansmns elsewhere it the - mandatory spendmg

As the above section notes;: only new leglslahon to.increase _or cut mandatory

spendmg;dn‘ectly counts on the PAYGO scorecard Savmgs from successful prevenhon
efforts do not count L ' : - o ‘

' Thls means that mvestments in preventwe health care cannot be offset by ant1c1pated

reductmm in Medlcald and Medicare uhhzahon, mvestrnents in welfare-to-work programs,

cannot be offset by anhmpated savings in AFDC costs; and investments in famﬂy

preservatxon serv1ces ‘cannot - ‘be offset by anhcxpated reductions ‘in- foster care

reunbursements In contrast any new legxslahon Wlth the potenhal fori mcreasmg mandatory

Fonner House Budget Commxttee staff member Shu'ley Ruhe (1995) descnbes an:
excellent example of thls perverse problem Dunng the last reauthonzahon of the chlld
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5 pohtrcs The i

o 'entxtlement to state 'A
S status, but contmue to- be- counted ‘on- the’ PAYGO scorecard 'l"he ‘cufrent c_hrid care
s entitlement for famrhes at rrsk of welfare would lose 1ts mandatory status and move to the
. drscrenonary srde of the BEA rules Proposals to block grant Food Stamps ‘and Medrcald are

The ele o of ”the 104th Congress brought changes in both dehcrt pohtrcs ‘and program-

LS

_yphcatlons for. federal programs serving chrldren and farmhes are stark
“ To. begm with, austerity. polmcs have resurfaced. Although Presrdent Clinton's: fu'st two

N budgets made srgmfrcant headway’ agamst the deficit, for the most part 'the war agamst
S government debt seemed to be de-escalatmg during the first half of the 1990s. 45_In contrast;
".1_.‘ the 104th Congress seems to be taking deficit reduction (indeed, deficit elrmmatron) very

serrously, and President Clmton is followmg their lead. The President made the unusual step
of revising his orrgmal budget request in June of 1995 to bring it more closely i in line with the

growing consensus for deeper cuts and a balanced budget. The 1995 congressronal budget
" resolution balances the bud’get in seven years‘;’ the President‘s revised budget balances it in
* ten.. ' :

+ In addrtron, the leaders -of the 104th Congress have clearly re]ected the: early Clinton
Adrmmstratron approach to deficit reductron which combmed spendmg cuts and’ tax

"""rncreases All of the deficit reduction achreved by this Congress is lxkely to come.in the form

of- spendmg reductrons, and the prospect of tax cuts will make those reductrons even
deeper. . o R ' “

Fmal.ly, although Congress has not changed the budget laws yet; proposals have been
made for a varrety of budget process changes, mentroned below whrch are desrgned to help
accomphsh the pohtrcal goals of cuttrng socral spendmg and protectmg defense
Although orie. cannot predlct with confrdence what these forces will produce, 1t 1s

S

e Elumnatron of Open-Ended Entltlements ORI B A o S
.- The House welfare reform bill, HR. 4, proposes a senes of biock grants that would alter the
- entrtiement status of ‘the’ AFDC; Foster Care, and some: chrld nutrition programs 47 'In the’
.. cases of AFDC and Foster Care the: current mdrvrdual entrtlement would become an .

In other words, these programs would lose therr open-ended fundmg

4 Presrdent Chnton s initial. FY. 1996 budget contamed very httle dehcrt reductron As of thrs
. writing, he has released a revision of that plan that moves toward a balanced budget by the

" year2005. oL s I I

%6 The. 1995 budget resolutron lncludes provrsrons to accommodate tax reductron legrslahon 1f
" the budget is balanced by 2002. » s ; e ,

. 47 For' more on the issue of block grants and entrtlernents sée Hayes (1995) L
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Leadershrp pnontres in 1995 also have made a U-tum back in the drrectron of the
Reagan pohcy of severe. social spendmg cuts and- real defense mcreases, as, 1llustrated below. -

,(’

. unportant to examme some of the key Repubhcan reform proposals as they relate to chrldren o
- and fam'lhes o ' t. . ‘- "”. ".rr“»," \,-; ’ ’
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: dr mancall in transacnons hke these Loss of open—ended fundmg and/ of - entltlementv; .

. status has huge consequences under the existing budget rules Cappmg an- open-ended{ ~
entrtlement such’ as' AFDC eliminates enm'ely the opportumty for automatic growth in federal ‘

fundmg to states under this program—-by far the 1argest source of addrtlonal fundmg
_ The BEA rules also’ would make it far more difficult to prowde for expanded benefits
". ‘under a reformed AFDC program (‘ala the Repubhcan proposals) durmg times of economic
downtum If the program lands on the discretionary side of the wall, the chances of

. occasronal counter-cychcal expansions are slim (because of the fierce competmon for scarce

' appmprratlons dollars). Prospects are shghtly better on the PAYGO scorecard, where offsets
may be available to finance cycheal expansrons in benefrts : - : -

: The OBRA 1990 reforms are conducive to a provrsron like. that in H R. 4 for a federal
”ramy day fund” that would loan mioney. to states to. help cover hrgher socral welfare costs
durmg recessions. The credlt reforms contamed in OBRA 1990 require that only the subsrdy '
costs of loans be scored as outlays Under the old system, -loan principal ‘was’ counted, as
expendlture at the titme of lendmg, repayment was counted as offsettmg revenue when 1t was A
recelved The new rules make du'ect lendmg cheaper m the short term 9 .
.,Cuttmg Fat and Bone ‘ : : . R « : S

The 1995 budget resolunon seeks deeper cuts m federal spendmg than have been seen, in -
many decades "On'the drscrehonary srde, the resolutlon specrﬁes caps that fall well below the-"
, current services basehne, and below the Presrdent s proposed caps as mdlcated m Table ‘

,.“

" As. noted.eother the vast ma]onty- of drscretlonary chﬂdren s programs fall wrthm a.
- smgle Appropnahon' Subeomrmttee (known as: Labor/ HHS) wrth FY 1996 allocatlon $10

48At the time of :wntmg, the AFDC andMMedlcard proposals were mcluded in some versrons :
) of the proposed FY 199 récon il tion bill} but their’ faté was not determmed T R
49 The 1995 budget resoluhon also contams changes in the treaiment of loans
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bﬂhcm below theFY1995 level Sl e S
SRR Although the budget resolutxon concentrates the pam of deflcxt reduchon in'the .. %

v

o idlscretxonary accounts it also makes deep cuts in Medlcare and: Medlcald as shown in. Table P

TABLE 6. Mandatory Spending Targets -
(outlays in billions of dollars) . -

1995 | 1996 | 1997 | 1998 | 1999 | 2000- | 2001 | 2002

Congress-~ . | 747 | 796 | 837 | 874 | 924 | 976 | 1023 | 1078

President .- iy 751 | .800 | 860 |- 906 | 962 1018 | 1076 | 1135

CBO haseline - 843 | 897 | 961 | 1025 | 1098 | 1176

E Sources 1995 Congressmnal Budget Resolutlon Conference Report the President's revised
1996 Budget and CBO (Apnl 1995)

. ; P . .
' The aggregates in the budget resoluhon and the Presndents revised: request have a

- similar effect on the gap between mandatory a.nd dlscretlonary spendmg, shrmkmg the ratio
of dlsc:tetlonary to mandatory spendmg from 073 to between 0 48 and 0.50, as shown in o

,Table 7

* Congress

Presxdent

t'..'Rebullldngefense o . o . .
4Most’ of the. savings “under the proposed congressnonal caps come from the non»defense -

}

category Over the seven years covered by the; budget resolunon, defense spendmg would' -

. mcrease by 3 percent wtule non defense spendmg would shnnk almost 10 percent

‘Double]eopard)’ o L S R - T e
,Amendments attached to both the House welfare reform bx]l and House tax cut bﬂl_"._'

authorxzed a change m the BEA rules to allow dlscretxonary spendmg cuts to offset tax cuts )
< If thxs reform becomes law, not only w111 dxscrehonary spendmg be cut off from potenhal,

. M R A
i . . . .
. t
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N}ew Fnre Walls - o : T e L
. The budget resolution mcludes a restoratxon of fu-e walls between categorxes of dxscrehonary '
L TR spendmg Whereas the fire walls of 1991-93 may have provided some protechon to- domeshc :

dlscretmnary spendmg, the fire. walls: of 1996- 2000 would most hkely protect the increases in
defense spendmg proposed by the House and Senate at the’ expense of non—defense
prmntxes. The new- fire walls would create only two categories of dlscrenonary spendmg,
defense and noni-defensé, thus combxmng the cngmal categones of domestic and
mtemanonal spendang o

A Retum to Gramm-Rndman-Hollmgs o , : . :
Pres1dent1al candidate and Senator Phil Gramm has expressed interest in a. revwal of the
leBdA def1c1t targets. found in:. ;the Gramm-Rudman-Hollmgs Acts’ of 1985 and 1987. "The
urpose of suc_h targets would be to move beyond the: def1c1t controi prov1ded by the BEA to
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- Congress certam long-term budget trends have proven\remarkably stable These mclu !

:‘steady growth m mandatory spendmg and’ the shrmkmg of the ratao between drscrehonary; L

“‘«,"and mandatory spending. The. assumptlon that mcremental increases for appropnanons .

» should at least keep up with inflation is fast dzsappearmg In the current fiscal environment, * "
E there is only one sure growth path for children’s programs-—natural mcreases in entxtlements--‘
 and even this phenomenon is being challenged ‘ e
.. The-current budget rules and procedures have not had a sxgmhcant effect on the federal:
deficit-or the composition of: federal spending. However, they have, by all atcounts,
' srgmﬁcantly affected the way that Congress and the Administration do their budgetmg
‘.busmess Among other thrngs, they have: - raised the premium on enhtlement/drrect'
.:'spendmg status; established CBO scorekeepmg ‘as an essential element of the legrslatxve
process on a bﬂl—by-brll basrs,. further increased the power of the tax- wntmg committees,
whrch also control much of mandatory social spendmg, and mcreased the power of old
estabhshed programs and pohcres relative to new.ones. S .
Clearly, the: federal budget process is of cntxcal interest to those who follow ch:ldren s
o programs ~The analysrs presented in this paper however, suggests that advocates of
g chrldren 's causes should focus their efforts on mﬂuencmg budget and prOgram pohtrcs, rather-
‘ than trymg to’ rewnte budget process: tules, : S R
ln partlcular, efforts nught be made to mveshgate new and better ways of garmng access ,ﬂ )
- to the federal. budget process at all pomts m its jourriey through the executxve and legrslatxve_ o
‘branches Tradrhonally, .mterest groups have asserted thernselves most effectrvely wrth‘*‘

executrve agencres, authonzmg commrttees, and the appropnanons comrmttees Other T
o possxble avenues of mfluence should be explored too, mcludmg OMB in xts'role as, keeper ofj '

“the Presrdents prograrn pnontres in the executrve budget process, CBO as’ the powerfullz.
- scorer of entltle efit costs and savmgs, and the Budget Comrmttees (and the comrmttees that
feed.’ mformatron o athe ABudget Comnuttees), which; develop the: progr assumphonsf»
' behmd the budge resolu"' n: and set the initial comrmttee fundmg allocahons——key decrsrons.'
* ; that affect the fate o chlldren s‘ programs L R : T 4
L ln addrtlon, more ,e

, . - The role of tax expendltures m nahonal prrontres for chrldren' and famrhes What
; does their pnvdeged treatment under the BEA 1 mean for pohcy? .
- " The. effect of the BEA rules on current proposals for block grantmg programs
, More. analysrs is needed to fully understand the unphcanons of capped vs.. open*'-f :

ended entltlernents
L
1
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. welfare assxstance are going ta be used to fmance tax cuts, pressure may be
brought to bear to' make- the child allowances refundable, SO as to put some
' resources back in the hands of those who are bemg hit hardest. -
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Percentage of GDP

Figure 1: Defense and Domestic pi:écretionéry Outlays as
‘Percentages of GDP,
- 1962-1995
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’ ”",APPEme’A ’Mundaforv Ch“df9" s "’°9’°’“s

- B

A School Breakfast and Lunch Programs ‘ : S
Special Milk Program for Chﬂdren PR D
" Child and Adult Care Food Program = R
Summer Food Service Program for Chlldren
Family Preservahon and Support Services ,
Foster Care Subsidies - : : , : ’ o ' -
: Adophon Assistance ' ‘ '
.- Independent Eiving
; Supplemental Security. Income- (disabled children) -
Old Age; Survwors, and Disability Insurance (Socxal Security payments for the chlldren of
" deceased and dwabled parents) ‘
Medlcare (chﬂdren with end-stage renal dlsease)
Medmaxd R T B ' i - R
o FoadStamps T T - R S

Cluld Care for Farmhes at R15k of Welfare; I PR A

Cl‘uld Support Enforcement R T sl
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of pubhc ﬁnancmg for educahon and other chxldren s serv1ces Wxth leadershlp and support ‘

from a consortium of- pnvate foundatxons, ‘The Fmance Pro]ect was | estabhshed as ‘an

mdependent nonproﬁt organization, located in Washmgton, DC Over a three-year penod )

that began in January 1994, the project is undertaking an ambitious array of. pohcy research
and development actwmes, as well as pohcymaker forums and public educahon activities,.

Specxﬁc activities are auned at mcreasmg knowledge and strengthenmg the nation’s
capabxhty to implement proxmsmg strategies for generating public resources. and i xmprovmg
pubhc investments in chxldren and then' faxmhes, mcludmg

e i exammmg the ways in Wthl’l govemments at all levels fmance pubhc educatlon
- and other supports and services for children (age 0-18) and their faxmhes, ¢

effecnveness of programs, mshtutlons, and servxces, as: well as other pubhc

chtldren 5. successful growth and development _' ’

¥

mportant

) structural and admxmstratxve arrangements Athat are';

b,

ed ¢ txo _an : other chﬂdrens servxces.‘

1dent1fymg and hlghhghtmg struc:tural ‘and’ regulatory barriers that impede the ‘
mvestments, auned at creatmg and sustaining t the condltxonsand’ opportumhes for_‘ |

‘ outhmng the nature and charactenstxcs of hnancmg strategles and related"‘ ‘

+

. enehts, and’ feaﬂblhty, -
' hlghllghtmg' the necessary steps and cost reqmrement. o 'convertmg"to new"". S

It ‘i also
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