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Useful Websites

NASBO, the National Association of State Budget Officials, periodically updates
a handy report on state budget processes, called Budget Processes in the States
(for 2008, www.nasbo.org/sites/default/files/BP_2008,pdf).

The National Conference of State Legislatures has much useful information
on legislative budget process, including contested power between the governor
and legislature (www.neslorg).

The Congressional Research Service (CRS) has a number of publications that
describe the federal budget process, available at open CRS. A nice summary is
“The Congressional Budget Process: A Brief Overview,” by James V. Saturna,
2011 (http://assets.opencrs.com/rpts/RS20095_20110303,pdf).

4. The Dynamics of Changing
Budget Processes

We developed during the 1990s a series of budget process rules that
helped us bring to heel these deficits, diminishing every year and
moving the budget so into surplus. . . .[T]wo of the rules that we
adopted were of signal success. One was a rule called PAYGO. . . . The
other was a rule called discretionary spending caps.

—John Spratt, former representative, Congressional Record, 2004

‘Budget processes are not cast in concrete—they change. It is worth examining
such changes for at least five reasons:

1. Monitoring process changes makes it easier to see the how process influ-
ences outcomes. What features of budget process have what kinds of effects
on outcomes? Does better budgeting result from shifting more power to
the executive? Do budgets become more balanced? Is budgeting based
more on analysis and prioritization rather than politics? Do budget rules,
like PAYGO or spending caps, make a difference?

2. Budget actors sometimes change the decision-making process to enhance
their own power over policy outcomes or to build in biases toward their
preferred policy outcomes. Changes in budget process sometimes capture
political actors in the middle of increasing or losing power, so the observer
can examine that which is normally accomplished behind the scenes.
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3. Examining changing budget processes provides a way of analyzing some
broader issues of governance, such as what stimulates an increase or
decrease in openness or accountability, or determining the effects of
divided government, when one or both houses of the legislature are domi-
nated by a different political party from the executive.

4. Budget processes may change if they fail to work. They may not be able to deal
with the level of partisanship or conflict over priorities that sometimes charac-
terize government. Budget processes may be geared to cutting and saving
money in a time of urgent fiscal problems and intense social need or they may
still be adapted to revenue growth after that growth has disappeared. At the
extreme, budget processes may collapse into ad hoc decision making either
because they fail to adapt to changed circumstances or because the rules have
become too constraining and actors cannot agree on new ones. When budget
processes unravel, they often reflect broader political and economic problems.

5. Analyzing process changes makes it possible to see a chain of events, a set
of causes and consequences followed by further changes. An increase in
executive power (and abuse of that power) generates blowback from the
legislature; an imbalance of power concentrated in the executive leads to
late budgets and informal negotiations behind closed doors, which in turn
leads to efforts to reform the process.

To analyze changes in budget process one has to look not only at the formal
processes, but also at the informal ones. Formal processes may be supplemented or
supplanted by informal ones. For example, the formal process might include a fine
division of responsibilities among legislative committees and between the executive
and legislative branches, but actual budget negotiations may be restricted to repre-
sentatives from the chief executive and the leadership in each house of the legisla-
ture, bypassing legislative committees completely. Though the committees seem to
be doing their jobs, they may be taking their cues from summit agreements in
which they had no part. This informal negotiation process occurs at certain times
at all levels of government. When and why does an informal, less visible process
take over, and when does it subside or yield to the more formal and visible one?

One answer is that more and tighter rules encourage evasions and informal
adaptations. Divided government contributes to the need for informal and secret
negotiations because the executive and legislative branches, controlled by oppo-
site parties, use the formal process to thwart each other's priorities. Third, actual
power may be highly one-sided, leaving one or more parties to the process with
a limited scope of decision making. The minority side sometimes holds the bud-
get hostage to force behind-the-scenes negotiations rather than follow the formal
process that disempowers them (see the minicase on New York on page 100).
Finally, if the formal process produces outcomes that are generally disliked or
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embarrassing, participants may switch to a less visible process from which it is

~ easier to distance themselves, generating the “who, me?” defense.

When informal processes take hold, secrecy may increase (few people know how
decisions are made; selected stakeholders may have disproportionate access) and the
information content of the budget may deteriorate, as definitions erode, categories
blur, and outcomes (such as the size of the deficit or the implications of borrowing)
are obscured. Democratic participation, openness, and accountability may diminish.

Overview

‘One of the key elements of budget process that has changed over time is the rela-
tive balance of budget power between the executive and the legislature. Colonial
history left a legacy of distrust of the executive branch, associated as it was with
the king and his appointees; budgeting was initially located in the legislative
branch. Over the years, however, there has been a major shift toward more exec-
utive responsibility and more centralized budget processes to facilitate financial
control and allow a more explicitly policy-oriented budget review process. The
practice of departments’ submitting budget requests directly to legislative com-
mittees, with limited executive review, gradually has yielded to a process in which
the chief executive is responsible not only for assembling agency requests before
handing them to the legislature, but also for reviewing and trimming back those
requests. As part of this change, executive budget offices were created, grew in
professional staff, and became more politically sensitive and policy oriented.
Over time legislatures have granted more power to chief executives to formulate
-and execute the budget, enhancing the policy-making power of the executive.
Sometimes the shift to centralized executive budget making was the work of
reformers through constitutional amendments, but sometimes the legislature del-
egated authority to the executive. Though one might expect legislatures to hold
tightly to budget control as an important source of institutional as well as personal
and political power, they have not uniformly done so. Two factors stand out as

reasons for legislative delegation of budget authority to the executive branch. If the

legislature and the executive are of the same party and have similar policy goals, the
legislature has been more willing to delegate budget power to the chief executive.
Alternatively, if there was some sense of crisis and simultaneously a demonstration
that the legislature was not able to organize itself to deal with the problem, the
legislature was more likely to shift budget-making power to the executive branch.
When the budget power was constitutionally vested in the executive, it became
difficult or even impossible to share that power formally with the legislative
branch. If legislatures felt too disempowered, they resorted to more informal
means to exert some control. When budget power was legislatively delegated to
the executive, there was more possibility that the legislative branch could take back
some budget power if the executive abused it or used it to thwart legislative will.
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Minicase: New York State—Powerful Governor, Weak Legislature,
Informal Budgeting

When the formal rules of budgeting do not seem fair to all the actors—when
power is highly imbalanced—the formal rules may still frame the process,
but informal negotiations may take over. This has been the case in New York
State where the state constitution grants the governor broad authority over
the budget and gives the legislature little independent budget power. To
underscore the one-sidedness of the executive’s budget powers, a court deci-
sion granted broad power to the governor to include policy in his budget. !

Left with nearly no power to shape the budget, the legislature routinely held
up its passage to force the governor to negotiate. The behind-closed-doors
aspect of the negotiations has challenged democratic process. New York State’s
politics and budgeting have been described as “three men in a room.”

The state’s comptroller called for reform, citing routinely late budgets,
lack of sufficient communication among the key actors, and lack of agree-
ment on revenue numbers.’ Having a super powerful governor with respect
to the budget had clearly not led to a satisfactory budget process.

There was no independent estimate of the amount of revenue that would
be available. No two actors accepted the same projections for revenues or
deficits. The governor and legislature discussed the proposed budget without
numbers. The actual numbers were determined in negotiations between the
governor and legislative leaders, not by professional staff or legislative com-
mittees. Besides being routinely late, budgets were based on political trade-
offs rather than technical estimates.*

After years of failed efforts, in 2004 both the New York Senate and Assem-
bly passed a reform bill that would shift some budget power to the legislature.
The governor vetoed the measure.” The legislature did not try to override the
veto, but neither did it give up the battle. In 2005, the reforms were placed on
the ballot as a proposed constitutional amendment, but the voters rejected it.
Governor Pataki called the measure the most dangerous initiative he had ever
seen in his time in government.”

I 2007, a set of budget process reforms was actually passed, but it did not
deal with the issue of the governor putting substantive legislation in budget
bills. The changes ended lump-sum appropriations, forcing the governor to
explain in detail how each appropriation would be spent, The reforms
increased the size of the rainy-day fund and mandated that the legislatively
approved budget be balanced. Before this reform, only the governor's pro-
posal had to be balanced. The process changes of 2007 set up the state comp-
troller as the arbiter of how much revenue there would be. The result is more
transparent budgeting, less shadow-boxing in public, and avoiding trying to

budget without numbers. However, the governar can still legally dominate
~ the budget and overrule legislative intent.

In 2012, the governor repeated multiple times in his budget proposal that
he had the authority to move money between accounts without going back
to the legislature for permission to change the approved budget, if the pur-
_pose was to improve efficiency. This assumption of additional power, no
-matter how benign sounding, exacerbated the fear of the legislature that the
governor would take all budget authority, not merely the lion's share. Further,
 the governor “included a clause that would allow him to give out some con-
tracts without the customary review of the state comptroller. And he added
another provision that some budget experts fear could expand his authority
- to borrow money for construction projects”” The final budget agreement
~ granted the governor the power he asked for but limited it to exactly what he
 said he wanted to do: merge technical functions between agencies and pro-
- grams for efficiency. The governor got an expansion of authority, but prob-
ably not as broadly as he initially envisioned.

The New York case demonstrates that if the governor’s budget power is con-
stitutionally based, it can be difficult if not impossible for the legislative branch

to stop further aggregation of power in the governor’s hands. The court was on
| the governors side in interpreting the constitution, The press and the public did
- notbelieve that the legislature would be fiscally responsible if granted more bud-
get power. The extreme imbalance resulted in informal negotiations and loss of
transparency that in turn generated pressure to make the process more open. A
symbolic discussion, without agreed-on revenue assumptions, created pressure
for a process based on credible and widely disseminated revenue projections.
Regardless of these pressures, however, a change in the formal distribution of
budget power has been difficult to achieve,

I

1. The decision found that the main budget power the legislature has in New York
is the power to hold up the budget. Michael Cooper, “Budget Is Job of Governor,
Judges Rule.” New York Times, December 17, 2004,
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6. Michael Cooper, “Bid to Change Budget Process Is Rejected,” New York Times,
November 9, 2005,

7. Thomas Kaplan, "Cuomas Efforts to Expand Authority Raise Alarm in Albany,”
New York Times, February 17, 2012, www.nytimes.com/2012/02/18/nyregion/
cuomos-efforts-to-expand-authority-raise-alarm-in-albany html|?pagewanted=all.

The extremely powerful governor in New York was the result of a constitutional
provision urged by reformers in the early 1900s, a provision that was difficult to
change. By contrast, legislative delegations of budget power to the executive have
not always been successful or permanent. Sometimes delegated policy-making
power has been used for purposes explicitly forbidden by the legislature or used
to bypass legislative approval. Legislators have sometimes responded by trying to
strengthen their own ability to perform the functions they had formerly delegated
to the executive, increasing budget staff, improving their capacity to review budget
proposals, and enhancing their capacity to evaluate executive branch performance.

When the legislature and the executive share somewhat equal powers, tumultu-
ous budget battles can result if different parties control the two branches, leading
to vetoes, late budgets, and sometimes failure to pass a budget at all—the so-called
train wreck. The cost of creating order in such volatile situations may be more
extended negotiations between the executive and the legislative leadership and
more (judicious, one hopes) use of distributive politics—pork. Ironically pork is
generally considered bad and blamed on legislators, but it may be generated by
executives trying to pass a negotiated budget in a two-party democracy where
power is evenly divided. Executives may include the pork projects of particular
legislators in their budget proposals (or in supplemental appropriations) in an
effort to win legislative support for the whole package or for other, unrelated leg-
islation. However, the cost and visibility of pork may undermine trust in govern-
ment, generating new waves of budget process reform.

Federal Budget Process Changes

The federal budget process has undergone major formal change several times. These
changes were precipitated by financial crisis, tax reductions, increasing costs, and
rising deficits. Budget power shifted to the executive branch in 1921; the legislative
branch later reclaimed some of that power in 1974, Budgetary decision making was
centralized or decentralized in an effort to cut spending or increase it to deal with
existing problems. There have been changes in rules to strengthen the norms of bal-
ance. Those rules have sometimes been too stringent, generating evasions; at times,
the budget process has been ill matched to the problems it had to deal with, in which
case it was ignored, and deteriorated into ad hoc decision making.
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Robert Reischauer, the former director of the Congressional Budget
Office, once described the federal budget process as so complex that
only a handful of peaple in Washington fully understood it.

In 1921 the executive budget process was adopted; in 1974 the Congressional Budget
Re eform Act was passed, limiting some of the president’s budgetary discretion and
enhancing Congresss ability to check executive branch revenue projections and eco-

ic assumptions; in 1985 the Gmmm-Rudm,an—Hollingsax:t was passed in an effort
curtail the deficit. After several iterations, that act was replaced by the Budget
orcement Act (BEA) in 1990 in a further effort to help strengthen the norms of bal-
. Balance was achieved in 1998, after which the budget process gradually unraveled.
cits returned after 9/11 and the Bush tax cuts and were exacerbated by economic
downturns during the Bush years and then in the Obama administration. In 2011, the
Budget Control Act was passed in an effort to cut spending and reduce the deficit.

In addition to these formal, structural changes, there have been many informal
daptations. After passage of the 1974 Congressional Budget Reform Act, the more
qual budgetary power of Congress and the president during the 1980s and 1990s,
npounded by government frequently divided between the parties, encouraged
idget negotiations between Congress and the president. These summit agree-
ts led to more centralization of control in the executive Office of Management
nd Budget and the congressional leadership to reach and carry out agreements.
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The Creation of the Executive Budget at the National Level

At the national level, the 1921 Budget and Accounting Act created the executive
budget and the Budget Bureau in the executive branch. This major change in bud-
get processes illustrates both (1) the competition between branches of government
for power over budgeting and (2) the role of environmental shocks and emergen-
cies, which fostered increases in expenditures and debt, generating problems that
were addressed through budget process reform.

A major stimulus for the 1921 reform was the increase in spending that occurred
from 1899 to 1912, in part because of a more activist government. Federal spending
during the last third of the nineteenth century was $200 million to $400 million a
year, From 1899 to 1912 the level jumped to $500 million to $700 million a year.!
The full proposal for reform in budgeting at the national level included not just
presidential review of agency requests but also a line-item veto for the president and
restrictions on the powers of the Congress to change amounts the president pro-
posed. Presumably the president would control expenditures and reduce waste
using these tools. President William Howard Taft supported the executive budget
proposal, but Congress did not initially approve of the idea.

The pressure on Congress to give up some of its traditional power in the interest
of economy was reduced by budgetary surpluses in 1911 and 1912, The Democrats
in Congress preferred to strengthen Congress and let it do the job of controlling
expenditures. World War I intervened, reducing the salience of the issue in the short
run but raising expenditures and deficits to such a point that congressional opposi-
tion to the presidential budget proposal was reduced. Something needed to be done,
and this reform promised lower taxes, lower spending, and elimination of deficits.

Congress reformed itself in 1920, before the shift to the presidential budget.
The House of Representatives consolidated appropriations into a single committee
in 1920. As a result of the congressional reorganization and centralization, some
of the pressure for shifting budget power to the executive budget was reduced, and
the eventual shift was not as extreme as the reformers originally envisioned. The
president got the Bureau of the Budget, which was transferred to the Executive
Office of the President in 1939, and responsibility for preparing and presenting the
budget, but Congress did not give the president a line-item veto and retained for
itself its powers to accept, reject, or alter the president’s proposed budget.

Entitlements and Congressional Fragmentation, from
the 1930s to the 1970s

During the Great Depression of the 1930s, in response to massive unemployment
and resulting poverty, a new kind of program was initiated, which gave money Lo
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individuals who satisfied criteria the programs established. Called entitlements,
¢ programs bypassed the appropriations committees and were scrutinized
aly by the authorizing committees of Congress. Considerable spending power
was shifted to authorizing committees, which often favored additional spending,
f:=.¢ control over spending was divided up among a greater number of commit-
tees, fragmenting the budget process and making coordination more problem-
atic. In addition, World War Il caused staggering spending increases during the
1940s. Congress responded with several unsuccessful efforts at reform.

From 1966 to 1973 several environmental changes took place that strained the
budgel process and gave additional impetus to congressional reform.® First were
the costs of the Vietnam War. Rather than curtail domestic expenditures to help
pay for the war and risk exacerbating domestic conflicts, the government ran
bigger deficits. There was pressure to reduce both overall spending and the size
of the deficits. At the same time, there were major policy splits between Congress
and the president over the conduct of the war and over domestic spending.
President Nixon impounded (withheld) billions of dollars of domestic spending
that Congress had approved. Mistrusting the president and fearing the loss of
policy control over spending, Congress increased its budgetary role and strength-
ened its capacity to examine and determine budget policies.

Congress Takes Back Some Budget Control, 1974

The two pressures—to reduce spending and control deficits and to take back
some of the budget discretion that Congress had granted the president—com-
bined to produce the 1974 Congressional Budget and Impoundment Control
Act. The act moderately increased centralization and coordination, but equally
important, it provided a professional staff of budgeters to help Congress check
the analysis that underlies the president’s budget proposal. It also revised the
procedures that allowed the president to withhold funds that Congress had
approved.

Congress centralized budgeting only to a limited extent, however. To the exist-
ing authorizing, taxing, and appropriations committees, the 1974 act added bud-
get committees, whose responsibility was to come up with overall estimates of
revenues and targets for spending in broad areas. Their plan was called "the bud-
get resolution” and needed to be approved by both houses of Congress (but not
the president). The other congressional committees were generally supposed to
stay within the guidelines the budget resolution established. The new arrange-
ment provided for some coordination between revenue and expenditure commit-
tees and some fiscal policy formation; at the same time it did not greatly threaten
the existing division of power.
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Congress's reorganization of the budget process was also intended as a way to
take back some budget initiative from the president who, in the eyes of some, had
abused the discretion he had been granted. The budget committees could accept
presidential policies or, relying on the new Congressional Budget Office, could
differ with the president on projections concerning the economy, the anticipated
deficit, and the inflation rate. Congress could make its own fiscal policy. The new
budget process also curtailed the president’s ability simply to withhold spending
that Congress had approved but that did not accord with presidential policy pref-
erences. Congress was given the opportunity to object to proposed deferrals of
spending, and it had to act positively to give assent to rescissions (permanent
withdrawal of legislative appropriations), or they would not take effect.

Though Congress tried to enhance its own power to devise and implement fiscal
policy, most of the distribution of power within Congress was left as it was to ensure
that threatened appropriations, tax, and authorizing committee members did not
quash the whole proposal for change. The compromises resulted in budget com-
mittees that had little real power or influence. Their ability to act as a brake on
spending was limited.

Deficit Controls 1986, 1990

Despite the new congressional budget process established in 1974, deficits con-
tinued to rise, taking an upturn at the end of the Jimmy Carter administration
and then growing even more rapidly throughout the Ronald Reagan administra-
tion. Slow growth of the economy and the effects of rapidly growing entitlement
programs contributed to the mounting deficits, but tax reductions, military
buildups, and overestimates of economic growth also contributed.

Because many of the causes of deficits were seen as difficult to control or politically
off-limits, there was renewed focus on changing the budget process instead of tackling
the deficit sources directly. Supporters of a strong executive proposed stronger presi-
dential vetoes; proponents of smaller government argued for a constitutional amend-
ment that would take discretion away from public officials of both branches by
requiring a balanced budget and revenue limitations. Advocates of congressional
power suggested further reforms of the legislative budget process. What finally passed
was a peculiar compromise that did not change the balance of power much between
the Congress and the executive branch but markedly limited the discretion of both
branches if they could not meet guidelines on the reduction of the deficit.

The compromise legislation, mentioned earlier and named Gramm-Rudman-
Hollings after its sponsors, called for setting deficit reduction targets each year,
with the goal of eliminating the deficit in five years. Failure to achieve the annual
target for deficit reduction triggered an automatic, across-the-board cut (with
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e exemptions for entitlements). In theory, the across-the-board cuts would
obnoxious to all parties that they would choose to achieve the deficit reduc-
targets on time, so that the automatic feature of the cuts would not be
invoked. What actually occurred, however, was that the rules were bent and most
f the cuts were never made. Gramm-Rudman-Hollings was modified several
times before it was finally replaced by the Budget Enforcement Act in 1990.

- Gramm-Rudman-Hollings was not particularly successful. It may have had some
marginal effect in reducing the rate of growth, but the deficits continued to grow. Both

ess and the president began “gaming” Gramm-Rudman requirements, to reduce
apparent size of the deficit just before the calculation would be made on whether
invoke Gramm-Rudman cuts (called sequesters) to get down to the mandated defi-
it levels. Gimmicks included overoptimistic estimates of growth in the economy,
ing back spending from one fiscal year to the previous one, and keeping new

ding off-budget. Gramm-Rudman’s one-year focus encouraged quick-hit, tempo-
rary revenue raisers that would do nothing to help balance the budget in future years.
- Many legislators were reluctant to give up Gramm-Rudman because the sym-
bolism was bad—it would look as if they were giving up on deficit reduction. Hence
they decided to overhaul the legislation, trying to close the loopholes that had
appeared and eliminate some of its worst features. In fall 1990, a new plan for defi-
. ﬂtreduc&nn was passed, with a number of features." First, the Social Security sur-
plus was taken out of the deficit calculations, so that the true size of the deficit
‘problem would be clear. Second, the legislation included a “pay-as-you-go”
(PAYGO) requirement, meaning that proposed increases in mandatory expendi-
tures had to be balanced by compensating increases in revenues or decreases in
:;-_ﬁpen-:iing for other entitlements, and proposed reductions in revenues had to be
 balanced by decreases in expenditures or an increase in some other revenue source.
Third, the agreement set separate spending caps for defense, domestic, and foreign
 discretionary spending, in an effort to keep spending down.

The legislation addressed several problems that arose during Gramm-Rudman
days. Congress had cut the defense budget but had used much of the savings on
domestic spending increases; the new process prohibited such transfers. Each
area of the budget had to come in at or under ceiling, and savings in one area
could not be transferred to other areas. Those constraints made it easier to
achieve savings to reduce the deficit.

Another problem of Gramm-Rudman had been that the target had to be
reached only briefly; there were no sanctions if the deficit estimates increased later
in the year. By contrast, the new Budget Enforcement Act added a feature called
look back, a check on conformity with the new limits later in the year. If any of the
three caps was breached (defense, domestic, or international), then automatic,
across-the-board cuts would be invoked in the area that breached the limits.
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Sequestration, or automatic cuts, would also be invoked if pay-as-you-go provi- of 2002—which will at least enable politicians to be more honest about
sions of the mandated portion of the budget were violated. If such breaches what they are doing. They no longer have to pretend that the census and
occurred late in the year, the legislation provided that the amount of the breach ~ other ongoing operations of government are national emergencies.”
would be subtracted from the next year's ceiling,

An additional problem with Gramm-Rudman was its one-year time span, When the BEA formally expired in 2002, it was not renewed. But the result was
which encouraged temporary revenue increases that did not solve the problem not more openness or integrity in the budget process. The process became less
for future years. The Budget Enforcement Act included a five-year resolution that predictable, less open, and more ad hoc, Deficits swelled. The Budget Enforcement
discouraged that kind of action. Act of 1990 had been layered on top of the 1974 Congressional Budget and

The new budget process was less rigid than the previous one because it provided Impoundment Control Act. With the expiration of the BEA in 2002, the budget
exemptions for emergencies and built in flexibility related to changes in the economy;, process was still guided by the 1974 act. That process depended on Congress's
The rigid deficit targets were gone, but the mechanisms to help achieve balance were ability to pass a budget resolution, balancing revenues and expenditures, either
strengthened. The new process was easier to live with and hence more likely to be ‘adopting the president’s assumptions and totals or substituting its own. Once
observed. The process was still laden with constraints, as Gramm-Rudman-Hollings j;med on the totals and roughly how they should be spent, Congress was to divide
was, and its separate spending ceilings for different areas of the budget explicitly up the totals among various committees and subcommittees according to the plan.
determined which programs would have to compete with which other programs.’ The two-step process helped coordinate the work of the committees, maintain

Evaluations of the Budget Enforcement Act suggest that it worked better than «control of budget totals, and put Congress’s policy imprint on the budget. After
Gramm-Rudman-Hollings. One scholar observed, "A complete reckoning of 2002, however, the provisions of the 1974 act were often ignored or bypassed.
what has happened since the rules were devised in 1990 would show that As former Congressional Budget Office staffer Phil Joyce observed, there was
Congress has achieved substantial deficit reduction by increasing revenue and insufficient consensus to come up with congressional targets and adhere to them.

cutting direct spending under existing law while also offsetting any deficit The lack of agreement meant that the budget process was operating without a
increases resulting from new legislation” ¢ notional budget constraint. As a result, Joyce claimed, "No one knows how much

is enough—or too much—spending. And nobody knows—or everybody knows,
Budgeting after 1998: Ad Hoc Decision Making but nobody agrees—when the deficit is too large or the surplus too small.”™ The
congressional budget process could have retreated back to the 1921 executive
By 1998, after years of effort, the national government achieved budgetary balance budgeting process, but the executive budget proposal was not balanced either,
and was looking at surpluses over the next few years. But the budget process was and so could not operate well as an informal budget constraint.

geared for the elimination of deficits, not for allocation of surpluses. The level of Perhaps not surprisingly in this environment, for fiscal years 1999, 2003, 2005,
discipline inherent in the Budget Enforcement Act was difficult, if not impossible, 2007, 2011, and 2012 Congress failed to pass a budget resolution, the central fea-
to maintain after balance was achieved. Legislators no longer adhered to the ture of the 1974 act.” Even in the years when there was a resolution, the resolution
spending caps in the BEA and ignored rules requiring offsetting revenue decreases was usually late, and the process was not always predictable or open to scrutiny.
with increases elsewhere or with spending cuts. They ignored some provisions of For fiscal year 2004, Congress passed a budget resolution, but House and Senate
the budget process and worked around others. Writing in 2002, budget scholar appropriators decided not to give spending targets to the appropriations subcom-
Allen Schick described the evasion of the spending caps: mittees, at least not in public, The targets would be fluid until the subcommittees
had done their work and crafted their portions of the appropriations for 2004, The
The arrival of a surplus a few years ago triggered a spending frenzy that consequence of not making spending targets public was to obscure the impact of
vitiated the discretionary spending caps established by the 1990 Budget President George W. Bush’s tax cuts, which ought logically to have translated into
Enforcement Act and made a mockery of the BEA requirement that programmatic spending cuts, Had Congress implemented its budget resolution in
increased spending be offset by cuts in other spending or by revenue increases. the normal fashion, it might have roused considerable opposition to the president’s
In 2000 and 2001, discretionary spending soared more than $200 billion policies by showing the cuts made necessary by the tax reductions. Such a result
above the legal limits on annual appropriations. The caps expire at the end could have jeopardized the chances of passing budget legislation. By obscuring the
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appropriations subcommittee ceilings, legislative supporters of the Bush policies h:. the end, it was the House's cap of $821 billion, which mirrored the presi-
made the tax cuts look as if they had no consequences. dent’s proposal, that framed the final agreement on appropriations. Appropria-
The result was damaging to the budget process. Appropriators indicated that tors had to come down to that total. The various subcommittees that prepare the
they would allocate as they went along, rather than set targets in advance, but other EPPT‘:')PI'i_aﬁﬂnS bills agreed to an across-the-board cut in their recommendations
participants, including staffers, were not sure how that would work or if that would to bring in the total near the president’s proposal. “In the end, Congress kept the
be the final process. Some observers wondered how a subcommittee could operate tfm] defense and non-defense discretionary appropriations below the $822 bil-
without a limit of some sort. They argued that the budget numbers didn't add up, lion spending limit set by President Bush by cuts to several programs originally
which was a good reason not to allocate totals to the subcommittees, but that at the scheduled for more funding and by a 0.8% across-the-board nondefense, non-—
end of the legislative process, the Senate, according to its rules, had to conform to homeland security programs reduction ™2
the budget resolution; that meant that appropriators would likely get caught at the The appropriations process did proceed without a detailed blueprint, but it did
end if they didn't work with some sort of limits built into the budget resolution.’” It nfit proceed smoothly. Only four appropriations bills had passed by the begin-
seemed likely, then, that spending targets of some sort would have to be in opera- ning of fiscal year 2005, so Congress had to pass an omnibus appropriations bill
tion, even if they were informal and kept from public view or operated after budget to fund the remaining agencies. This legislation was put together hastily and was
appropriations had been crafted rather than before. hug:e (3,000 pages), tempting legislators to stick in a variety of pet programs,
For 2005, Congress was not able to pass a budget resolution to guide the com- P_I‘DJECT&. or policies in the certainty that other legislators would be denied suffi-
mittees’ work. The issue was disagreement on budget process, namely the lack of cient time to read the legislation and oppose provisions of which they disap-
offsetting spending reductions to compensate for the Bush tax reductions. PTD‘:ﬂd. Some such provisions were caught, but an unknown number survived in
Moderate Republicans in the Senate refused to go along with a process that legit- the “must-pass” legislation. Legislators described the result as chaotic.
imated this budgetary imbalance, insisting on reinstating the PAYGO provisions Ulnable to come up with its own budget proposal, Congress relied on the
of the Budget Enforcement Act. Enormous pressure was brought on these hold- Prﬂldmfs proposal, but that was not a useful source of fiscal discipline because
outs to concede and vote for the budget resolution, but they did not yield. it was unbalanced. The executive budget was highly dependent on emergency
Appropriations in the Senate proceeded without a budget blueprint. The result s:ilF"pIn‘:rm:ntaJ appropriations, which did not require a revenue offset. In par-
was a kind of first-come-first-served approach to budgeting. Spending items with ticular, the Defense Department was systematically underfunded during the
the highest visibility in an election year would be approved, while more routine budget process, with the idea that it would be funded separately, after the bud-
but equally important priorities would be left on the cutting-room floor: ﬁ:i :’J:; iffprmfed. by a supplemental appropriation that would simply add to
e deficit.
Without the budget resolution and its cap on fiscal 2005 discretionary spend- 1 In the absence ﬂfff-"‘fm&ﬂ}’ agl'fbed-upun budget resolutions, Congress has often
ing at $821.4 billion, Stevens’ panel [Sen. Ted Stevens, R-Alaska] would be “:'1 to resort to ‘f“’f’“m&' resolutions, the choice of some figure for a ceiling and
limited to $814 billion [the limit in the previous year’s concurrent budget uslngutha,t ﬂﬂmber in lieu of a formally approved budget resolution (see the mini-
resolution] in total spending but with no budgetary points of order on the ;ase L""f‘?mmg RESUF“’EiOPS and Ad Hoc Budgeting” below for a description of
floor capping funds for each individual spending bill. That would lead to a ow this Mf‘?mﬂl adaptation works).
situation where funds could be increased on the floor until reaching that $814 To complicate matters further, the wars in Iraq and in Afghanistan were largely
billion limit, meaning some spending bills could be left out of the process. funded through S“PEIEI“E“‘*‘I appropriations, even though substantial parts of
s _ the need were known in advance, to the frustration of some members of Congress.
Without a budget, Stevens said, they would “pray and connive mwur%: some- Not having any idea of how much money would be requiced for deferse dring
thing out," but election-year politics would necessitate amendments mcreas the year made it nearly impossible to bndurt e e eainis o .
ing spending on fiscal 2005 Defense and Homeland Security Appropriations how large a tax reduction would be possible; no ﬂnetktmnemw]hnw SRR 0
bills on the floor and “there wor't be any money left for anything else” would be left over after defense was accounted for.

“My problems are just enormous without a budget.” Stevens said. “Just Por year 2007, the House and the Senate different budget resolutions,
which they never aligned with each other. Only two of the appropriations bills passed,

enormous.
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Deeming Resolutions and Ad Hoc Budgeting

Minicase:
When both Houses of Congress cannot agree on a budget resolution, or dur-

i rior to agreement on a late budget resolution, legislative
::I::ilt::t::: Epme nngn of a ceiling within which to work. Each house
is likely to deem or adopt a figure and treat it as if it were the ceiling in a
resolution. There is no legal basis or technical definition of the word deem,
ar any prescribed form or sets of information it must contain. Sometimes
deeming resolutions have been simple one-house, single—ls:'fu: resolutions,
or have been incorporated in rules for considering some piece of budget
legislation; sometimes they have been provisions in laws on related matters.
It has been an ad hoc process, invented to get around the lack of agreement
changing with need each year.

3 mm eachgl;laﬁse deems as its overall ceiling or cmnfninu alloca-
tion is highly variable. Sometimes the prior year’s resolution is us:d.l. If{:-n&
house has passed a new budget resolution, it may deem that resolution a;

it were binding, even though the other house has not agreed to its totals. For
2013, the totals agreed to in the Budget Control Act of 2011 were deemed by
the Senate and treated as if they were a budget resolution. ;

Deeming a constraint makes it enforceable in that house, but deeming

resolutions may not contain all the information that a normal budget resolu-
tion would have, leaving some deliberations uncontrolled. Murefwer, when
the House and Senate have deemed different figures mguidethmdehim_'a-
tions, there is likely to be more conflict and disagreement over appropria-
tions legislation that must pass both Houses of Congress. _

For 2011, the Senate did not pass a deeming resolution granting a given
sum to the appropriations committee, although the budget committee had
passed one; instead, needing to proceed with allocations, the appropriations
committee set spending limits for subcommittees, known as subcommittee
spending guidance. While undoubtedly useful, such informal procedures
had no enforcement mechanism.

In short, some years, both Houses passed a budget resolution, as the Congres-
sional Budget Act of 1974 required; some years the resolution was late and a
szmmgrmduﬁm;mdinmmthmwmdmnmgm@at

least one house, but a still more informal procedure within the appropriations
mmmmmwmmﬂ‘mm_mm-
ferent content in each year, and the source uf&munﬁnﬂnllimﬂals?madﬁﬁm
year to year. Deeming thus illustrates the concept of ad hoc budgeting.

i for Congress,
Source: Megan Suzanne Lynch, Congressional Research Service report
The “Deeming Resolution”: A Budget Enforcement Tool, May 2, 2012, www.fas.org/

sgplers/misc/RL31443.pdf.
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Defense and Homeland Security; the rem aining portions of the budget were funded
by a series of continuing resolutions for the entire rest of the year. For 2008 and 2009,
Congress did better, passing the budget resolutions for both years. Congress passed
the appropriations bills for fiscal year 2008 but decided to hold the budget legislation
for fiscal year 2009 until after the new president had been inaugurated. There was no
budget resolution in 2011 or 2012.

In sum, since 1998 the budget process has fallen into disarray and become
increasingly improvisational, or ad hoc.” Allen Schick has argued that when the
budget process produces outcomes that are disliked, such as big deficits, decision
makers distance themselves from the process, procrastinate on accomplishing key
tasks, and sometimes encounter policy stalemates. Despite intense conflicts, they
still have to produce a budget, so they resort to inventing new ways of getting the
budget passed each year. Large deficits contribute to this deterioration of process
and evasion of the rules, but deficits are also the result of the lack of agreed-on
process. Without such a process to help manage deep conflicts, time and energy
are consumed on policy disputes, leaving participants with no time or inclination
to fix the process itself. The breakdown of budget processes is often accompanied
by instability in policy and ad hoc scoring rules that make it nearly impossible to
compare spending from year to year. Schick was describing the 1980s, but with
respect to budget improvisation he might as easily have been describing the period
after 1998. For illustrations of how ad hoc budgeting is reflected in unstable and
confusing budget rules, see the following minicase on ad hoc scoring rules.

Budget scholar Allen Schick has contended that the cause of the breakdown
of budget processes in the 1980s was a mismatch between a budget process
geared for a rapidly growing economy and growing revenues, and the reality of
a slow-growing economy generating inadequate revenues. The budget process
was unable to adjust in a timely manner. This structural imbalance led to defi-
cits and from there to a deterioration of routines and the generation of ad hoc
budget processes. Since 1998 a somewhat different sequence has ocecurred,
though some of the same elements have reappeared. The budget process was
geared to reducing or eliminating deficits and was unable to adapt quickly toa
period of budgetary balance, creating enormous pressure to ignore the difficult
choices inherent in the established budget process. While the economy slowed
a bit, the major revenue problem was due to policy choices to reduce taxes.
Politicians had a specific agenda, in this case to reduce the tax burden on the
wealthy, and were determined to carry it out regardless of the deficits and dis-
ruption of budget processes that resulted. Controversy about those policies led
to stalemates and generated adaptations to get around the roadblocks, includ-
ing omnibus appropriations bills that could not possibly have been read by




114 The Politics of Public Budgeting
E=ms e e L
Minicase: Ad Hoc Scoring Rules

Ad hoc budgeting is often accompanied by instability of rules, Decision mak-
ers create new rules as they go along, not only rules for how to make budget-
ary decisions, but also the rules for counting how much is being spent,
estimating the size of the deficit, and figuring the size of revenue increases or
decreases. Without stability in these rules, it is impossible to compare from
year to year or from committee to committee or between the houses of the
legislative branch. Once rules are up for grabs, the temptation is overwhelm-
ing to change them for short-term political gains, changing back again if addi-
tional political gains can be obtained that way. The result is chaotic not only
for the budgetary decision makers, but also for the press and the public, who
find it increasingly difficult to know the impact of current policymaking.

The George W. Bush administration allowed deficits to grow as a result
of its policy on reducing taxes. Reducing the tax burden was a political prior-
ity, but the consequent growth of deficits was something of an embarrass-
ment. The administration distanced itself from the results of its policies ina
number of ways, one of which was to change the “scoring rules” that help
measure the cost of legislation. On measuring the costs of tax cuts, the
administration first argued that its cuts would be temporary, so that under
the scoring rules, the Office of Management and Budget would only have to
count a few years of the consequences, even though the financial impact
increased after the end of that period. Then, a couple of years later, the
administration argued that the tax cuts should be treated as permanent, so
that their extension would not be scored as having any increased costs, The
administration sought to dodge the implications of the tax cuts first in one
wiay, and then it serpentined back to dodge the implications the other way.'

It was not only the executive branch that engaged in creative scoring and
rule changes to make deficits look smaller, or vanish, to justify the policy of
tax cuts. House Republicans adopted what has been termed dynamic scoring
as a way of measuring the impact of revenue cuts. Dynamic scoring tries to
take into consideration the increase in economic activity, and hence the
increase in federal revenue, that would result from any tax cut. The problem
is that no one knows how big that effect might be, and the temptation is to
inflate the estimated effect sufficiently to cancel out the apparent negative
effects of a tax cut on revenue receipts. The Congressional Budget Office
did not adopt dynamic scoring, and neither did the Senate, meaning that
budget estimates are likely to differ between committees and between the
two houses of Congress.

The administration’s eagerness to change the rules to make the conse-
quences of its policies disappear continued into President Bush's second
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term, when the administration proposed not counting the borrowing that
would be required to set up private accounts for Social Security. Since those
who pay into Social Security are in fact paying for the benefits of those who
are currently receiving Social Sec urity, setting up private investment
accounts for young payers—diverting their contributions into their oW
private accounts—would require the government to borrow to pay benefits
tu.current retirees—vastly expanding the deficit. Determined to adopt the
privatization plan, the administration sought to make the borrowing disap-
pear through new scoring rules.

Ad hoc budgeting and rule making favor short-term partisan and
political gains over long-term collective and institutional interests, and
they erode the quality of information available to participants and the

public. They also foster public cynicism that corrodes the trust necessary
for democratic governance.

I. Robert Greenstein and Joel Friedman, "Budget Rule Change Would Make
ﬂu_: C_ust of Extending the Tax Cuts Disappear)” Center for Budget and Policy
Priorities, February 27, 2004, www.chpp.org/2-27-04bud4.htm.
2. Jason Furman, William G, Gale and Peter R, O
: : » Orszag, “Should the Budget Rules
Be Changed 5o That Large-Scale Borrowing to Fund Individual Accounts Is Left

out of the Budget?" Center for Budget and Policy Priorities, December 13, 2004,
www.chpp.org/12-13-04socsec? htm.

those who voted for them. The desire to hide the negative consequences of
those policies led to increased dependence on supplemental appropriations and
favored the use of omnibus appropriations that would obscure cuts by burying

them in 3,000 pages of legislation. It also led to misleading and gimmicky
accounting rules,

Recent Changes in Congressional Budget Process

The budget deficits of the Bush administration resulted from tax cuts, an eco-
nomic decline in response to the attacks of 9/11, and two wars, President Obama
had his own deep recession to deal with, while continuing the wars in Iraqg and
Afghanistan. Deficits not only continued, they rose precipitously. One reaction
was o try to change the budget process.

As discussed earlier, Congress had included a pay-as-you-go (PAYGO for short)
provision in the Budget Enforcement Act of 1990, It was in effect from 1990 to 2002,
This provision was credited with helping to achieve balance in 1998, PAYGO was
supposed to ensure that the federal government did not either cut taxes or increase
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entitlements without finding a way to offset the revenue losses or spending increases,

The government was prohibited from making the deficit worse, although exceptions

were to be made for emergencies. The PAYGO provision was to be enforced by a

nearly across-the-board cut (sequestration) in a select group of mandatory (entitle-

ment) programs if Congress failed to comply with the law. This threat was suffi-

ciently strong that during the 1990s, it was not necessary to invoke sequestration;

compliance was high until the budget was in balance. The Senate maintained some

kind of PAYGO rule (the exact nature of the rule varied) after the demise of the
Budget Enforcement Act; the House later adopted a PAYGO rule. In 2010, the rule

was formalized into a law. During his campaign, President Obama had pledged to
end the practice of using unfunded emergency supplemental appropriations to pay
for the wars in Iraq and Afghanistan. Not only did the practice obscure the costs of
the wars and give the Defense Department a blank check, but because the emergency
supplementals were not offset by increased revenue or decreased spending, they
added directly to the deficit. In 2010, the war supplemental dropped from about
$100 billion to about $33 billion, and in 2011, the administration funded the wars
through the regular appropriation process, without an emergency supplemental.
(See Figure 4.1 for the proportion of emergency supplemental attributable to fund-
ing the wars.) Nevertheless, the debt continued its long rise, resulting from war
spending, tax breaks, antirecession spending, and bailouts while the economy suf-
fered a deep recession.

In 2011, Republicans forced a long-term deal to reduce spending as their condi-
tion for voting for a debt limit increase. Embodied in the Budget Control Act, the
deal included caps for discretionary spending to last through 2021, with separate
spending limits for security and nonsecurity spending for the first couple of years.
In addition, the legislation set up a joint legislative committee to reduce the deficit
by §1.2 to $1.5 trillion by 2021; if it failed to do so, then automatic cuts would occur,
split evenly between defense and nondefense, and including both discretionary and
so-called direct spending (entitlements and debt). The committee failed to agree on
savings, and hence the automatic cuts are law. Social Security and Medicaid would
be exempt, as would some other programs for low-income people, and Medicare
cuts would be limited to no more than 2 percent.

The caps under the Budget Control Act were deemed, that is, taken in lieu of
a congressional budget resolution that was the core of the 1974 congressional
budget process. The Budget Control Act specified that the law was intended to be
the congressional budget for 2012 and 2013, The 1974 act was thus superseded
by the Budget Control Act, at least for two years.

Several factors—the creation of a joint supercommittee that bypassed con-
gressional committees and traditional rules of consideration of legislation, the
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establishment of ten-year spending caps and automatic across-the-board
spending reductions, and the substitution of the Budget Control Act for the
congressional budget resolutions required by the 1974 congressional budget
act—all suggest ongoing budget process chaos on the one hand, and a reduction
in the role of Congress in the budget process over the next few years, in the
name of deficit reduction. The cuts will appear automatic, untouched by human
hands, and thus avoid the blame that might normally accrue to legislators cut-
ting programs.

In January of 2013, the across-the-board cuts were scheduled to begin, and at
the same time, the Bush tax cuts from 2001 and 2003 and the Obama tax reduc-
tions of 2010 were set to expire. If no action was taken, tax increases would affect
nearly all taxpayers, at the same time that broad spending cuts—including
defense—were implemented, with potentially major effects on slowing down the
economic recovery from the deep recession. The president and Congress nego-
tiated painfully and slowly up until the last moment, and a day beyond, before
coming up with an agreement. The cuts were deferred for two months, and the
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tax cuts were generally extended for the middle class, while the very wealthy

would have to pay more taxes. Thus some decisions were delayed, while others
were made. This prolonged, intense, and closely watched conflict, with
Democrats and Republicans generally lining up on opposite sides, took prece-
dence over more normal budget processes.

The federal budget process reforms in recent years have been focused exclu-
sively on spending cuts and budget balance. The federal case makes it clear that
the budget process changes—sometimes slowly—in response to the problem at
hand. But it also suggests the impact of divided and highly partisan government.

Changes in Budget Process at the State Level

While many of the same themes emerge at both the state and the national level,
the distribution of power between the legislative and executive branches is a
little different in the states. The same reform movement that brought executive
budgeting to the federal government in the 1920s influenced the states first and
went further there. In three states, New York, Maryland, and Illinois, the legis-
latures were disempowered (Maryland is the most extreme), leaving them still
struggling for a meaningful formal role over eighty years later (for a description
of Maryland’s disempowerment of the legislature, see the minicase "Maryland’s
Legislative Budget Power,” on page 120). The remaining states balked at imple-
menting the reforms in such a strict way. In five states, Arizona, Colorado, New
Mexico, Oklahoma, and Texas, the legislature develops the state budget inde-
pendently of the governor.' Most states lie between the extremes of executive
or legislative dominance: the governor may propose a budget, but the legislature
may change the governor’s budget or ignore it. Overall, governors have more
authority over state budgets than the legislatures do.

History of State Budget Process

After an initial period of strong legislatures in the 1700s, state legislatures declined
in public trust and responsibility. They tended not to be representative of voters,
and they were often too big and overly responsive to interest group and constitu-
ency demands. These flaws sometimes led to structural characteristics imposed to
limit their influence, including short sessions, constitutional constraints on what
they could do, and early awards of line-item veto power to governors.

To compensate for legislative weakness, governors were strengthened in budget
dealings with the legislature, but the executive branch, reflecting that same early
distrust of state government, remained highly fragmented. Many key state officials
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yere elected rather than appointed by governors, so these officials had their own
ower bases and were not under a governor's control. Governors and their lieuten-
it governors might be rivals rather than teammates, and the elected controller
ht be out to blame the governor for budget problems. Legislatures also tended
eate many independent commissions. Departments were often headed by
issions that appointed their own heads. Thus the governors' control, even
then they gained the power to present an executive budget, was often very lim-
ted. In many states, the competing elected officials were gradually eliminated in
of appointees loyal to the governors, and the governors instituted accounting
rols over the departments, The governors and their budget staff would exam-
the requests coming from the departments, formulate a budget proposal, and
rass that proposal along to the legislature for response. Often the governors were
d a veto over legislative changes to their budget proposals (for more on
egislative budget power, see the minicase featuring Maryland below).
Fnrt}'—fnur states and Puerto Rico have given the governor line-item veto
‘authority—the ability to eliminate any item in the budget that appears as a sepa-
rate line."” Forty-one states and Puerto Rico have provisions allowing the gover-
por to reject particular items in a piece of legislation, such as a sentence, a
graph, or part of a sentence (known as an itemt veto). Of those forty-one,
fteen allow a veto of selected words, and four allow the veto to change the mean-
of the words."* These veto powers are much more powerful than those of the
t of the United States. Presidents have often expressed veto envy.
- Although the governors generally dominate the state budget process, the
capacity of state legislatures to review the governor’s budget and question the
sumptions underlying it has improved since the 1960s. In the 1960s, as a
result of the Supreme Court’s one-man, one-vote decision, the redrawing of
electoral districts, and the election of more representative legislatures, state leg-
islatures began to reform and prepare themselves for a more active policy role.
‘The budget was a key focus of that increased capacity. Many legislatures
increased the length of their sessions, changed from meeting every two years to
‘every year, and added staff with expertise on fiscal and budgetary matters to
‘advise them (see the minicase on South Carolina, below, for an example of a
legislatively dominated budget process). These staff members do many of the
- same things for legislatures that the Congressional Budget Office does for Con-
 gress at the national level. They empower the legislature to question the assump-
tions in the executive budget and to formulate its own alternatives without
- jeopardizing budget balance.
~ In the standard model of executive budgeting, the governor’s office gives bud-

Presio

- get advice to the agencies, then collects proposals from the agencies, cuts them
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Minicase: Maryland's Legislative Budget Power

Maryland has gone the farthest in disempowering its legislature and
empowering the governor with respect to the budget. Because of fear that
the legislature would spend money irresponsibly, the legislature was per-
mitted only to reduce, not increase, the governor’s budget proposal. This
restriction has been in place since 1916 and is embodied in the constitu-
tion, which makes it very difficult to change. There have been several
recent legislative efforts to put before the voters a constitutional amend-
ment to let the legislature add to the governor's budget, but they have
been defeated. Unable to add to the governor’s budget proposal, the leg-
islature has worked out some other means of making its influence felt.
These techniques have not always been efficient or accountable and
sometimes have triggered counterresponses from the governor.

The legislature has used its limited powers to cut out some items the governor
wanted, and the governor has retaliated by adding those items back in a supple-
mental appropriation. But to get legislative approval of that supplemental appro-
priation and to build support for other, unrelated policy initiatives, the governor
added the pet projects that key legislators wished to include. As long as their
projects for constituents can be obtained in this way, legislators may be content
to leave the process as it is; that may be part of the reason why it has been so dif-
ficult to pass reform legislation. The negotiation of which items will be included
in the supplemental tends to be a backroom affair, not open to the public.

Second, because the legislature cannot add to the governor's proposal,
legislators often pass expensive programs with budget implications for future
years instead. In the 1970s, the legislature passed a law requiring the pay-
ments of one program to match the costs of a second program, a law signed
by the governor, but without funding. A court ruled that the governor could
not be forced under the constitution to fund such a law. The legislature
responded with a constitutional amendment to require the governor to fund
programs that were legally passed. This provision was approved by the pub-
lic and amended the constitution, providing a limited channel for the legis-
lature to address needs not given high priority by the governor. When the
direct budgetary path was blocked, the legislature chose the path of substan-
tive legislation with budgetary implications. With the mandated expenditure
approach, program decisions are divorced from budgetary implications, so
legislators can pass more expensive programs than the state can afford.

Third, the legislature can add or expand programs if it can pass legislation
establishing dedicated revenue specifically to pay for them. This ability leads
to an excessive number of accounts and reduced flexibility. Revenue dedica-
tion means that revenue sources are tied to particular expenditures and can
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be spent for nothing else. When revenue is divided into many small pieces,
each of which is necessarily connected to a particular program, there is
insufficient flexibility in the budget to adapt to new situations.

The fourth adaptation is that the legislature has compensated for its rela-

tive powerlessness by micromanaging the agencies, a role that is inappropriate
and inefficient.”

1. Roy T. Meyers and Thomas 5. Pilkerton, “How Can Marylands Budget Process
Be Improved?” Maryland Institute for Policy Analysis and Research (MIPAR),
University of Maryland, Baltimore County (UMBC), September 2003, http://user
pagesunbe.edu/meyers/improveMD pdf; also available at wwwumbc.edu/mipar.

2. Roy Meyers's testimony to the House Appropriations Committee, Maryland
General Assembly, March 9, 2004.

—
Minicase: South Carolina’s Legislatively Dominated Budget Process

South Carolina is one of the few states that has a legislature-dominated bud-
get process and still has a structure with many independently elected execu-
tive officials whom the governor does not control. Although the governor
prepares a budget proposal and has a general veto and line-item veto power,
he or she is still weak compared to the legislature. For one thing, the legisla-
ture has often overridden the governor's vetoes. Second, a joint legislative-
executive budget and control board (created in 1950) controls much of
budgeting and financial management, instead of the executive alone, as
occurs in other states. The governor has only occasionally controlled a
majority on the board, and so can thus present a budget, but cannot neces-
sarily influence what happens to it after that.

The governor's budget powers are gradually growing—the governor
received the authority to present a budget only in 1993, Governor Mark
Sanford ran for a second term on a platform of reorganizing state govern-
ment, to reduce the number of elected officials in the executive branch
and eliminate the state Budget and Control Board. He was not able to do
s0. With Republican majorities in both houses of the legislature and a
Republican governor, Nikki Haley, giving high priority to these reforms,
there has been more willingness in the legislature to give the governor
more power over the budget and its implementation. In 2011 and 2012,
several major legislative proposals were put forward to eliminate the joint
executive and legislative Budget and Control Board and give many of its

{Continued)
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{Continued)
budget process is changing, but not very quickly.
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Project,University of South Carolina, 2000, www.ipspr.sc.edu/ grs/SCCEP/
Articles/governor.htm; Fred Barnes, "Mark Sanford vs. the Good Old Boy
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Weekly Standard, August 6, 2007, www.we
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thenerve.org; Eric K. Ward, “Politics Threatens to Derail Restructuring” The Nerve
Center, April 25, 2012, thenerve.org; Deanna Adcox, *S.C. Senators Approve
Restructuring Bill" Post and Courier, February 17, 2012, www: postandcourier
.com/article/20120216/PC1603/302169998; Seanna Adcox, "House: Haley Shares in
Blame for Bills Demise,” The Charlotte Observer, Tuly 7, 2012, www
-mummwm:mmmw

back, and forwards the whole budget proposal to the legislature for its consider-
ation. In that model, the governor’s policies form the framework for consider-
ation of the budget. Most of the states have some form of executive budget, but
most of them do not actually carry out the budget process in the way prescribed
by the model. In reality many state agencies submit their proposals to the legisla-
ture at the same time as, or before, they submit them to the governor’s budget
office. For example, in Florida, each agency submits its proposal directly to the
legislature and to the governor. The governor (or his budget office) examines the
requests and forwards his or her recommendations to the legislature. The legis-
lature thus sees the agency requests before it receives the governor's recommen-
dations. This submission process enhances the legislature’s budget power. On the
other hand, it may leave the legislature mired in details of agency operations
because the executive budget office has not sifted through the requests before the
legislative branch receives them.

In 1983 the legislatures in forty-one states received budget proposals from the
agencies before the governor’s office had put the budget proposal together. By
1988 that number had risen to forty-three, but by 1997 only thirty-two states
reported that the legislature received the proposals from executive agencies
before the governor prepared the proposal. In 1983 three state legislatures
received agency budgets only through the governor; by 1997 eight did.'” Thus
there was more willingness on the part of the state legislatures to work with the
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wernor’s proposal. Most legislatures have the right, and now the ability, to sec-
id-guess the governor's proposal if they want to. They may not feel the same
to do the budget themselves if they can exert influence over the executive’s
get proposal or reject or amend parts of it.

In states where there was a strong executive budget and a weak legislature, the
re has gained power in budgeting in recent years; in those states where the
was strong and the governor weak, the governor’s position has been

has gone back and forth between the legislature and executive, favoring the
executive in recent years (see the minicase on Florida below).

:Thmughnut the 1970s and 1980s, the general direction of changes in budget
rocesses in the country was clear: legislatures were becoming better organized,
with more professional staff, and were taking a larger role in budgeting, That
nge led some to question whether governors overall were losing budgetary
. For the present, however, it seems that gubernatorial dominance of bud-
g is safe. It is difficult to change constitutional provisions; it is even difficult

or has to sign the bill. The governors retain many important formal powers,
h as very strong vetoes. Governors on average have not lost power with
respect to the legislatures, but when government is divided—that is, when the
legislature is controlled by one party and the executive branch by the other—leg-
,_;klamrs scrutinize the governor’s budget proposal with an eye to policies with
- which they disagree. When the legislature and the governor are of the same
 party, they are likely to have a similar philosophy and similar policy goals, so
legislators are more inclined to go along with the governor’s proposals. One
recent study argues that the governor gains more power from times of unity in

government than he or she loses in times of divided government." It is not so
~ much that governors have lost power in recent years as that the legislatures have
 gained power. One way that legislatures can gain power without the governor’s
losing it is that each may care about a different area of the budget. Also, as the
Florida case suggests, when the legislature cedes control to the executive over
budget formulation, its role changes, increasing its power over budget imple-
mentation and program evaluation; as it gives up micromanagement of the
executive through line-item budgetary controls, its scrutiny of agency plans and
performance measures increases.

One fundamental difference between the state and the national level is that
at the state level the budget process, or parts of it, is often embodied in the con-
stitution, rather than in laws, making it especially rigid and difficult to change.
This feature of some state budget processes has resulted in the growth of many
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Minicase: The Executive and the Legislature in Florida’s Budgeting

Changes in the balance of budgeting power between the legislature and the
governor in Florida illustrate several themes. If governors and the legislature
are of the same political party, the legislature is more likely to delegate bud-
get power to the governor. When governors use that power to publicly
threaten legislative district projects, legislators may protect those projects by
making them less visible. And third, delegation of budget power to the gov-
ernor may be accompanied by safeguards, so that the executive cannot ride
roughshod over legislative prerogatives and policies.

Years ago, Florida’s budget process was legislatively dominated. Governor
Bob Graham, elected in 1978, expanded his role in budget preparation by
implementing a program budget and creating an office of planning and bud-
geting in the executive office of the governor. Program budgets grant the
agencies broader discretion over spending and give the governor more pal-
icy control. The legislature reacted negatively to the program budget format
and the enhancement of executive budget-making power. In 1983 it began
mandating the format and content of the budget in considerable detail and
requiring the governor’s staff and the legislative staff jointly to develop the
budget instructions sent to the agencies. Most important, the new law
directed the agencies to “submit their independent judgment of their needs
to the legislature)” so the governor could not change the agencies’ requests
before the legislature saw them. The legislature also strengthened its budget-
ary oversight role, extensively reviewing budget changes initiated by the
executive during the year.! One observer summarized, “The balance of
power in state budgeting in Florida is only slightly less legislatively con-
trolled than in Texas, where a joint legislative council creates the budget.™

The governor’s powers were strengthened vis-a-vis the legislature in
recent years because the governor and majorities of both houses of the leg-
islature have been of the same party (Republican). As a result, the legislature
generally has been willing to go along with the governor’s priorities, includ-
ing his demands for more budgetary power. Nevertheless, it retained some
budgetary power for itself, redefining its role.”

When Governor Jeb Bush was elected in 1998, he made it clear that he
would not tolerate a system in which the legislature ignored the governor's
budget proposals.! He insisted that all projects, including legislators’ projects for
their districts, go through appropriate review process in the agencies. In 1999
Bush declared that in the budget for 2000, “all items, including member proj-
ects, must fall within the statewide budget policy priorities as set by the agen-
cies. And they must be within the established spending limits for the agencies
and programs affected. Furthermore, member projects may only be funded with
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-recurring dollars and those projects will be evaluated for their effectiveness
next budget cycle™ If legislators added projects to the agencies’ requests
rin the legislative process, the governor vetoed them. Governor Bush vetoed

many more projects in legislators’ districts than had his predecessors, using the
jtem veto against Republicans as well as Democrats.” He threatened to veto any
appropriations that did not contain the projects or programs he supported.

~ Legislators protested the 550 vetoes of Bush first year and then responded
with various strategies to make the items they put in the budget less visible

way to avoid the governor’s veto pen.” In 1999 and 2000, Bush vetoed

out $313 million in legislative projects; in 2001, the figure was $290 mil-

Then in 2002 the amount dropped to $107 million, and in 2003 to a
$33 million. It is not clear if legislators were hiding their projects better,

were more selective in what they proposed so they passed gubernatorial

, or the governor was backing away from using the veto against his
s in the legislature. Interestingly, however, in 2004 the governor returned
ing the veto heavily, vetoing $349 million in legislative projects.”

2000 the Jeb Bush administration proposed a number of modifications
budgeting system, which the legislature approved. Some of the changes
 similar to those Graham sought earlier without success, such as a per-
ance orientation embedded in a program budget. Along with the pro-
budget, the legislature granted the executive branch more budget

flexibility to move funds around. Most important, the legislature “removed

requirement that agencies submit preliminary Legislative Budget
sests, and thus limited opportunities for legislative intervention in fram-
departmental submissions”™ With this provision, the governor could
Iy} shape the agencies' budget requests.

the same time that these reforms gave reality to executive budgeting in
, the legislature retained enough power to maintain its influence and
policy control. The new budget law increased the ability of agency
to move money around from similar accounts, but only if in doing so

ey did not create any future obligations for spending or violate the intent

policy of the legislature, The new law required agencies to draw up plans
submit budgets that meshed with those plans, but it also required that

e plans be submitted to the legislature for approval well in advance of the

lative session. The new law required agencies to come up with, and
on, performance measures but also to present those measures to the
lature for approval. By changing a few words in the older budget process
the writers of the new law made sure that if key legislators felt that the
nor was overstepping bounds, they could intervene to stop the offend-

spending. Furthermore, the reforms created the Legislative Budget Com-

(Continued)




126  The Politics af Public Budgeting

(Continued)

mission, consisting of fourteen members of both houses, including the chairs

of the appropriations committees.

The Legislative Budget Commission is empowered to review agency
spending plans and approve or disapprove of midyear changes to the approved
budget. “In addition, the Chair and Vice Chair of the Commission, on behalf
uithrl.agkhme may object to any agency action that exceeds the authority

ed to the executive or judicial branches, or is contrary to legislative
policy and intent, regardless of whether that action is subject to legislative
consultation or Commission approval.”® Thus the legislature retained for
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ences, and question the governor’s policy proposals should the need arise."!
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formal rules that allow change and adaptation to occur. These informal rules

]ast a long time and they may differ considerably from the formal rules. By

emselves, then, the formal rules may not be good indicators of process, and

:':-r- may obscure the ongoing process of adaptation. The formal rules have to
a viewed together with the set of informal rules they breed.

anges in Budget Process at the Local Level

et processes al the local level are different from those at the state or
nal level. The differences affect not only budget processes in general, but
o the direction and manner of budget process evolution. It is not only that
al governments are much smaller, more numerous, and less partisan; they
a completely different structure, Most important, local governments are
t independent but subordinate to the states. In many key ways they do not
mine their own budget processes. As a result there is continuing tension
between the states and their local governments on the degree of local autono-
my over the budget process. There is some tension as well between the legisla-
five and executive branches, but this manifests itself mostly in adoption and
andonment of council-manager and strong mayor forms of city government.
e the former tension is constant and nearly universal, the latter occurs at
intervals in some cities.

* Thestates grant limited and often ambiguous autonomy to local governments
ough home rule laws or regulate the local governments directly through stat-

utes often called municipal budget laws. Although cities do not have constitu-

tions, the state may grant them a charter that outlines what they may do and how

fi‘le}' may do it. These charters typically include the form of government, includ-

Eﬁ:g the powers of the mayor and council, and may embody detailed rules about

the budget process. They can be changed in much the same way that constitu-

tions can be changed, by a massive campaign and vote of the citizenry, and hence

charter changes, while they do occur, are infrequent. Changes in the form of
government also change the budget process, giving more budgetary power to the

legislative body, to the mayor, or, in some instances, to a commission.

State Control over Local Budget Process

In the 1800s, states controlled the finances of cities through legislation. Some-
times legislatures passed laws specific to individual cities, and sometimes the laws
applied to a whole class of cities, Mayors would negotiate with the legislature for
exemptions from tax limits, or permission to borrow above a mandated limit, or
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permission to provide a particular service. Although there are still some rem. idget by naming particular expenses and how much they cost. A municipal
nants of the process of special legislation for each city, states gradually adopted 5 dget might include an item for the police stables that read, “Horses and stables,
pattern of legislating for classes of cities or for all the cities and villages in the 00" The reader would have no idea of the number of horses, the size of the
state. The local budgeting laws in many states are of this latter type. arn, the number of employees, the quality or quantity of the feed, or the health
States may control local budget process in greater or lesser detail. In some e horses. There was no way to tell if this was a successful operation at reason-
states, the laws specify nearly all aspects of the local budget process, including bl mt. When line-items were introduced, the purpose was to put each compo-
the forms on which budget requests are to be made, the accounts that may he of expense on a single budget line, so it would be visible and comparable to
used, the kind and amount of contingency funds, and the ability to transfer e price of such items available elsewhere. The costs for a stable might be broken
revenue between funds. In other states, the laws are less restrictive and may tinto thirty pounds of feed at $30, five stable workers paid $5 a week each, and
only require submission of a balanced budget, a public hearing, and an inde- 0 for repairs to the roof. The idea was to make it known if the city was overpay-
pendent audit at the end of the fiscal year. State governments specify which g for supplies, personnel, or capital infrastructure.
taxes or fees local governments may use and they may limit the amount of “The state budget laws typically required cities to include in the budget the
revenue that local governments may collect or mandate the provision of par- ' es in the last year or two, the current year's expected expenses, and the
ticular services. The states may pass tax exemptions that apply to local govern- ion for the next year. The goal here was to make sure that the line items
ments, and they may or may not replace revenue that is lost in this way. When not grow too quickly or without reasons. In the early 1900s, just after the
they limit taxation and mandate service levels, states may preempt local pri- expansion of municipal programs in the Progressive Era (roughly 1895~
orities, which is to say, local budgeting. and the inflation caused by the expense of World War 1, keeping costs
To the extent that states have mandated budget processes in the localities, | was a major consideration. State requirements for local budget processes
several major questions arise. The first deals with persistence: Are the rules so designed to deal with those cost increases.
rigid and long term that they prevent local governments from adapting to new - The emphasis on cost controls became exaggerated during the Great
situations? The second question deals with the neutrality of the rules, their ori- epression of the 1930s. State rules for local budget making often broke revenues
entation toward improved financial management or toward specific policy out- nto small, earmarked portions, with tax caps for each function. The idea was that
comes. The third deals with the extent to which states have encouraged or vings from one function should not be used to increase spending somewhere
hindered democratic participation in the budget process or have overridden Ise, and revenue that came in over expectations could not be spent without for-
local priorities. rcbudgttmg and approval. The rigidity of this model led many cities to put

ditures where there was money, transferring costs into funds that had
Persistence. States have generally responded to problems of the cities, but the nt totals, because it was illegal to transfer revenues out of those funds. In

statutes they have passed have tended to be rigid, often across-the-board, and words, the system was so inflexible that it was often gamed. Where such
enduring well past the time when the problems were resolved. Some states have still apply, cities still game them in the same fashion.

provided a set of minimum standards for city budget processes, which cities can t-of-date rules concerning municipal budgeting have persisted nearly
adjust and modernize; in other states, budget rules have locked cities into clumsy ged in many states. An example from Arizona suggests how long some of

processes designed for another time and another set of problems. In the latter requirements last and the effort it takes to budget efficiently despite the
cases the result has been a need to continually finesse the state regulations or ask tions:

for exemptions or changes to a system that has become too complex, as one sys-

tem of rules was laid over another. laricopa County in Arizona, the county in which Phoenix is located, ran
Many states have included in their municipal budget laws a line-item approach o fiscal difficulties, and in getting out of them, became aware of how

to budget formats. At the time when it was coming into use in the early 1900s, dated the state laws were that controlled local budgeting and finance.

line-item budgeting was a major reform and a considerable improvement over ese outmoded regulations held back improvements. The state law was

the way budgeting had been done. Before line-item budgeting, it was common to Passed in 1912 when Arizona became a state. The county found it could not
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legally pay bills by wire, even though that would help the cash flow, because
warrants had to be approved individually by the board. Once the expendi-
tures were determined for the year, that total could not be exceeded, even if
more revenues were available during the year. And totals for departments
could not legally be shifted around at the end of the year without declaring
an emergency. The accounting system was required to be cash based. How-
ever, exceptions were granted on an individual basis. The result was that

staff had to fight the system continuously to do a good job of budgeting and
financial management."”

In 1997, the law in Arizona was changed to allow local councils to make trans-
fers between funds if the money was available and the purpose appropriate, with-

out declaring an emergency. State laws regulating local budgeting do change, but
slowly and with much effort.

Lack of Neutrality. States tend to be vulnerable to interest groups and lobbyists.
They have been periodically pressed by businesses and homeowners to lighten
the burden of taxation. Some states responded to this pressure, especially during
the Great Depression, by creating budget processes in cities that were biased
toward reduction of property taxes and away from service delivery. Some states
created constitutional constraints on local revenues or spending, and others mod-
ified their budget laws to reflect the demands of these organized interests, Some
states remained focused on the guality of financial management and avoidance
of fiscal distress in their cities, but others, responding to antitax groups, struc-
tured local budget processes to keep taxes down and to keep the scope of govern-
ment narrow. They created boards and commissions that could override local
priorities and budget requests so as to keep expenditures down. For example,
Indiana’s old budget process, established in the early 1920s, emphasized holding
taxes down. To do that it empowered the State Board of Tax Commissioners to
respond to citizen petitions. Any ten taxpayers could petition the tax commis-
sioners on budgetary matters. The system was slanted to favor taxpayers who
wanted lower taxes, even when the majority of residents in a community were
willing to have higher taxes and more projects and services.”

During the Great Depression, when communities were in desperate need of
more funds to help the impoverished citizenry, the state relented and allowed
some increases in taxation.

The flexibility and responsiveness of the Indiana system may have helped
keep the basic structure intact. After all these years, there is still a county board
of tax adjustment; it still reviews local budgets and can reduce levies. However,
of the seven members of the board, four are citizens, and three are officials of
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ty, the largest city, and the school district, or their designees. That mem-
ip still gives citizens a majority but does give government representatives
ce on the board. The county councils can vote to eliminate the tax adjust-
boards, and most have done so. Ten or more taxpayers can still raise a
al objection to the tax rates, tax levy, or budget, and the local government
bound to hear their petition and respond in writing. The request and the reply
me part of a review by the state, which makes the final decision. Local offi-
jals can appeal the decision of the local boards to the state, which can increase
levy or tax rate if it wishes. Local officials can file an appeal to the state
ment of local government finance if they cannot operate within the statu-
tax limits or have experienced substantial growth.! City officials must give
heir tentative budget to the county first, get county board nonbinding recom-
endations, make whatever changes they are going to make, and pass the bud-
, at which time it goes to the state level Department of Local Government
ance, which has final say over budget, tax rates, and tax levies.” Indiana's
indated budget process is exceptional in its bias toward lower taxes, but even
the Indiana system has gradually accommodated to the needs of local govern-
ments and the preferences of local voters, in addition to responding to the
desires of organized antitax groups.
Democratic Controls. Nearly all the states require some level of direct citizen
ut into the local government budget process. Requirements include public
gs, which are often specified in great detail in terms of when they must
ur, their scope, who must be present, and how long before budget adoption
must occur. Such rules have been in place for many years and demonstrate
 desire to foster and preserve democratic responsiveness at the local level.
However, at least in part because of the states’ vulnerability to interest groups,
they have often mandated that local governments do certain things, such as
ase police pensions or spending for public schools.** The states also some-
tell the local governments that particular classes of taxpayers should get a
ticular tax break. When the states do not reimburse the local governments
for costs they impose, the local governments are stuck: Either they have to cut
back spending on some other service or project, or they have to increase reve-
often a difficult or even impossible task when the local governments are
ating under state or local tax caps. Such unfunded mandates override local
orities. Unfunded mandates alter the budget process by telling the local gov-
ments in effect: Do this first; subtract the cost from your available revenues,
nd then you can use the rest according to your own priorities. If used exten-
: » such mandates can erode local democracy by narrowing the decisions
local governments and their citizens are allowed to make.
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Local government officials and the local citizens more broadly have been frus.
trated by unfunded state mandates, Citizens fear that their property taxes will go

up to cover the new costs. When they have had the opportunity, opponents haye .

put measures on the ballot to curtail unfunded mandates, sometimes resulting in
constitutional amendments. In response to intense pressure, legislatures have
sometimes passed measures to limit unfunded mandates and allow local govern-
ments to opt out of programs or avoid complying with rules if the state does not
provide the funding. The effectiveness of such measures is questionable, however;
it seemns toa easy for legislators to evade laws prohibiting unfunded mandates (see
the minicase, “Florida and Unfunded Mandates,” on page 133).
The experience of states with unfunded mandates legislation has varied. In

Massachusetts, an unfunded mandates’ provision was included in legislation
sharply limiting property taxes. Under new, tight revenue constraints, local gov-
ernments would be unable to absorb increases in spending mandated by the state,
s0 a provision was included in a measure called “Proposition 2%" stating that if
the state passed a mandate without fully funding it, then compliance with the
mandate would be optional. To make the law workable, the state set up a local
mandates office in the Office of the State Auditor, which would, on petition from

a local jurisdiction affected by a mandate, investigate how much that mandate
would cost, The local government could use the local mandates office’s assessment
as evidence in its petition to be exempted from the law. The office would try to

figure out the aggregate costs and advise the legislature how to proceed and

whether to fund the mandate for all jurisdictions. The law was passed in 1980, and

since then the local mandates office has several times declared that the legislature

had indeed passed an unfunded mandate and recommended funding from the

state. Despite the law and occasionally successful challenges to the legislature, local
governments in Massachusetts are still burdened by unfunded mandates. First, the
expensive mandates that preceded the 1980 law are not affected and remain in

place. Second, the legislature has found a way of getting around the prohibition.

For example, Lexington and Newton prevailed in an unfunded-mandate
lawsuit against the state, successfully defeating a statutory amendment that
expanded the local obligation to provide private school transportation. The
state responded, however, by passing a second statute conditioning all state
reimbursements for pre-1981 mandates on local acceptance of the chal-
lenged amendment. When the new statute was challenged by the same
municipalities, the Supreme Judicial Court found that there was no viola-
tion of the prohibition. The court explained that there is . . . nothing to
prevent the Legislature from forcing the acceptance of [the private school
transportation amendment] upon reluctant cities and towns by providing
benefits it has no obligation to provide.™
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ise: Florida and Unfunded Mandates
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if the cost were negligible. To enact a mandate that didn't fit into one of
mptions would require a two-thirds vote of both houses of the legis-
Otherwise the local governments were free to ignore the mandate.
ie legislature nevertheless continued to pass mandates, many of them
d. The legislature could grant a tax break to some particular group,
long as the tax break was passed by two-thirds of each house the
ng reduction in revenue at the local level was legal under the constitu-
There were also a number of mandates whose individual financial
't was less than the minimum, but which became expensive when
'mﬂmmlmm“mMMmmhnhdmmm

police to arrest people for graffiti, for example, did not come under
ii‘.mitsu-fﬂuhw Equally important, because the legislature did not stop
g to pass unfunded mandates, the cities and counties had to fight back
ahwmpmedﬂmimpom[lugebmdemonth:m.
~ The constitutional provision has been useful in that when the counties took
e state to court over legislation shifting responsibility for juvenile justice to
the court agreed that the shift was an unfunded mandate and illegal under
constitution. However, using the constitutional provision effectively has been
hill battle for local officials. One official in a Florida county explained,

shifting and unfunded mandates mean that the state of Florida
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tional amendment that says that they carit do that without a
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successful because they didn't get the two-thirds vote, but they also
have this loophole about health, safety and welfare. So, they put some-
hﬂ:ﬂhﬁ&lﬁﬂmahmhedﬂhﬂfﬂ}mrwdfam—thmﬂwym
xdnitwt&mnﬂumthindsm

£ Pim.(MtWJ.‘wa&m&Cmmmm

s," South Florida Sun-Sentinel, October 29, 2004, www.sun-sentinel .com/
news/opinion/sfl-facekarenmarcus,0, 1790581 story?coll=sfla-opinion-utility.
 'The Sun Sentinel keeps older articles in its archives, http://pgasb.pgarchiver

- com/sun_sentinel/search.html.
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States sometimes promise and then fail to pay for mandates, especially when the
states are experiencing fiscal stress. Even when a state does pay for its mandates, the
results may still distort local decision making. In Massachusetts, the professionga]
development mandate passed by the state requires all schools to establish a training
program for education-related employees within the public school system. The
funding for the program comes from the local school budget; it can be supple-
mented by grants from the state, but those grants are conditioned on the localitys.
maintaining the level of public school spending of the prior year. Any municipality
that reduces funding for public education from the previous fiscal year becomes
ineligible for state funds for professional development.* The result is strong pres-
sure to maintain school funding even if some other pressing need presents itself.
In short, the states have had considerable influence on the budget process ap
the local level, but that influence has sometimes resulted in rigid, biased, and
undemocratic outcomes. Overall, these negative consequences have abated in
recent years, but unfunded mandates from the state are still a burdensome prob-
lem for local governments and are a bone of contention between the states and
local governments, even when laws and constitutional amendments forbid them,

The 1870s and 1880s were years of sharp economic and governmental con-
n for most cities. Budgeting focused on keeping government small and
e. Beginning in 1873 in New York City, a form of budgeting appeared in
ich budget estimates from the departments went to a board of estimate, vari-
composed, but generally consisting of the mayor, controller, president of
rd of aldermen, and others. It is difficult to get a board of independently
officials to agree to the same projects, and that slows down spending.
he extent to which the boards of estimates were viewed as a way of curtailing
evies is underscored by a description of how the Board of Estimates actually
in New York City. In the early days of the board, aldermen would add to
: recommended amounts. From 1873 to 1888 they added on average about
0,000 annually. But they were constantly overruled by the Board of Estimates.
time, the aldermen added less and less. “Responding to consistent pressure
conomy in government, particularly from middle-class groups experiencing
nt of taxation, the Board of Estimates ignored the proposed increases
ouncil and continued to reduce the level of public expenditures” By
the charter granted the council some formal budget authority, but only to
crease the estimates, If the mayor vetoed any reductions made by the council,
five-sixths majority was required to overturn. There was to be no reconsideration
‘the Board of Estimates after council action.””
From about 1895 to about 1920, the focus of budgeting shifted from keeping
vernment small and unintrusive to combining activism with efficiency and
untability. The result was a major push for a single executive responsible for
udget—the so-called strong mayor form of government. Executive budget
m reflected the Progressive Era sense of government as a necessary counter-
ce to business and a major provider of services, but at the same time it
ed the perceived need to control government and provide accountability.
gle-executive reforms also reflected the notion of government moving on
, of change in an agreed on direction, rather than the random expenditures
fa council and a pork-driven budget. At that time, under this form of government,
uncils were sometimes radically disempowered.
The council-manager form began to gain popularity after World War I, In the
buncil-manager form of government, the council was reduced in size and
cted at large to reduce the influence of neighborhoods, ethnic groups, and
cal machines. This new council was given more budgeting authority, but it
erated by hiring a professional manager who was responsible, either directly
through an appointee, for collecting and sifting the budget requests from the
partments before forwarding them to the council for approval. This council-
iger form was intended to be less political and more management oriented

Forms of Government

Within the limits of state laws, cities have chosen different legal forms, which
entail particular budget roles and processes. In the early days of municipal bud-
geting, after the Civil War, many cities adopted boards of estimate; later, in the
early 1900s, there was a major move toward executive budgeting, concentrating
power in the hands of the chief executive. Throughout the 1900s, at intervals, a
number of cities, perhaps especially middle-sized ones, adopted the council-
manager form of budgeting. Although many cities have adopted one of these
forms and stuck with it for decades, there has been some shifting among forms,
and hence between budget processes, in individual cities. There has also been
some informal adaptation within forms.

Municipal budgets originated as a spending control mechanism during the
period of major spending growth after the Civil War, Early budgets were esti-
mates of how much tax revenue would be required, based on detailed accounts
of receipts and expenditures for preceding years. Officials submitted detailed
requests. Typically, the head of the finance department, the controller, the audi-
tor, or the mayor would receive and cut back these requests, or in smaller cities
the departments would forward their requests directly to the council or its budget
committee. To control nonapproved spending during the year, some cities
adopted annual appropriations, fixing expenditures for the year.




