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Ideas, Inheritances, and the Dynamics of Budgetary Change ERIC M. PATASHNIK*



Long the lifeblood of public administration, budgeting in the United States acquired a new importance during the 1980s and 1990s because of the fiscalization of the policy debate. But how much has American national budgeting really changed? This article examines the evolution of federal budgeting over the past half-century, exploring such developments as the massive growth of entitlements, congressional budget reform, and the protracted battle over the budget deficit. It finds that year-to-year changes in budget results have been relatively small even while budgetary rules and procedures have experienced sweeping change. At the same time, the composition of federal spending has undergone a quiet revolution. The traditional concept of budgetary incrementalism offers an incomplete explanation for these dynamics. To make sense of them, the article focuses on two key factors: the impact of policy inheritances, and the role of actors’ causal and normative beliefs. These factors shape the ideational and material context within which boundedly rational actors negotiate decisions. The tension between changes in ideas and entrenched budgetary commitments has often served to stimulate institutional reform. Budgeting has long been at the heart of the policy process in the United States. In recent decades, however, its importance has expanded enormously. Since the early 1980s, the policy debate in the United States has been “fiscalized.” Programs are routinely debated not in terms of their substantive merits but rather of their budgetary impact. Budget enforcement rules limit what officeholders can do and how they do it. Any understanding of the modern American state thus must examine closely the politics of the budget. Given fiscalization, there is an understandable temptation to emphasize the changes that have taken place in federal budgeting during the past several decades.1 Certainly significant, possibly even profound, changes have occurred. Spending for social welfare programs has massively increased. New institutional actors, including the Congressional Budget Office and budget committees in each chamber, have arrived on the scene. And the rules of budgeting have experienced sweeping reform.
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Yet an emphasis on change can obviously be taken too far. Much of what government does today simply reflects what it did yesterday, plus or minus a little. This point will come as no surprise to anyone familiar with the vast literature on budgetary “incrementalism.” In sum, budgeting (like most governmental activities) is characterized by both continuity and change. The critical questions are what has remained relatively stable, what has not, and why? In brief, the major lines of development in federal budgeting since the 1950s appear to be these: budget outcomes or results have exhibited a very high level of continuity from year to year. Yet the overall composition of federal spending has gradually been transformed. As a result, the federal budget looks fundamentally different today than it did in the not-sodistant past. Meanwhile, the organization and practice of budgeting has undergone major change. Striking innovations in budget institutions have taken place. What explains this unusual mix of continuity and change? Why did the budgetary process implode during the 1980s and early 1990s? Why did the federal government abandon its long-standing commitment to the balanced-budget orthodoxy during the 1960s only to later return to it? And perhaps most puzzling, why have incremental budget results persisted even as classical budgeting practices, including a stable division of organizational roles, have seemingly broken down? These are very complex patterns for which no single explanation is likely to be found. The play of interests, together with the political opportunities and constraints created by objective economic conditions, clearly must be taken into account. My central argument, however, is that an understanding of continuity and change in federal budgeting requires careful attention to two key factors receiving increasing attention from scholars of the “new institutionalism” (for an excellent literature review, see Hall and Taylor 1996). The first is policy inheritances. Political scientists increasingly recognize that “the familiar maxim to govern is to choose is reductionist in the extreme” (Rose and Davies 1994, 1). Newly installed officials inherit a range of statutory commitments that limit what they can do. Once enacted, policy commitments create powerful feedback effects that structure the incentives and obligations of future politicians. Such feedback effects, I will argue, have had an enormous influence not only on policy outcomes, but on the organizational dynamics of the budgetary process itself. The second crucial factor that must be brought into view is the ideas of budget actors. By ideas, I mean both principled and causal beliefs. The role of ideas in policymaking has begun to receive considerable scholarly attention (see, e.g., Kingdon 1984; Hall 1989). At times, ideas may be so powerful in governance that they all but override opposing material interests (Derthick and Quirk 1985). More often, however, ideas and interests work together. Interests determine the basic goals actors seek, but ideas provide a sense of direction, reduce uncertainty, and help coordinate collective behavior (Goldstein and Keohane 1993). Rather than studying the
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diffusion of policy innovations across national settings, this article explores the role of ideas within a core governmental activity (budgeting) of a single nation over time. The aim is to demonstrate that new institutionalist concepts are relevant even to the traditional subject matter of public administration. Since the 1950s, massive shifts in the ideational setting of American national budgeting have taken place. Specifically, ideological polarization among budget actors has widened, confidence in the ability of policymakers to use the budget as a tool for economic stimulus has waxed and waned, and elite support for the traditional idea of budget balance (after decaying markedly during the 1960s) has gathered into a powerful political force. Analyzing these developments is crucial for any understanding of the dynamics of budgetary change. The remainder of the article proceeds as follows. Part I examines selected trends in US national budgeting over the last half-century. The aim is to chart the major dimensions of stability and change. Part II discusses the growing importance of policy inheritances in budget politics. Part III analyzes the role of budgetary ideas. Part IV explores the twin influences of inheritances and ideas in five critical budgeting developments since World War II: the rise of Keynesianism, the expansion of entitlements, congressional budget reform, the Reagan retrenchment effort, and the long stalemate over the budget deficit. The final part draws out the major implications of this analysis. PATTERNS OF CONTINUITY AND CHANGE IN FEDERAL BUDGETING



Any effort to assess policy change over time requires an accepted baseline against which subsequent developments can be evaluated. Fortunately, just such a baseline is available for American national budgeting—the late Aaron Wildavsky’s seminal 1964 book The Politics of the Budgetary Process (Wildavsky 1964). While the work drew its share of criticism during the decade following its publication, few doubted that Wildavsky had captured something essential about budgeting of the immediate post-war era (for an excellent critical review, see Meyers 1994). Wildavsky described budgeting as a process of pluralistic bargaining conducted under conditions of uncertainty. The process was pluralist because actors pursued their self-interests, yet none possessed anything like a monopoly on information or bargaining resources. Uncertainty reflected the inherent limitations of human cognition (bounded rationality) and the overwhelming complexity of budgetary calculations. Budget officials attempted to simplify their tasks by adopting various heuristics. For instance, they concentrated on small (“fair share”) increases while allowing the “base”—the prior year’s level of funding—to escape close scrutiny. As Wildavsky wrote, “Budgeting is incremental, not comprehensive. The beginning of wisdom about an agency budget is that it is almost never actively reviewed as a whole every year
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in the sense of reconsidering the value of all existing programs as compared to all possible alternatives” (Wildavsky 1964, 15). Budget Results Wildavsky argued that incrementalism generally leads to small changes in annual budget results. How much (or little) have budget outcomes changed since the early 1960s? Examination of overall taxing and spending trends provides a good starting point for analysis (Figure 1). While there certainly have been fluctuations in the level of total federal spending over the past few decades, they have been relatively small. Federal spending now represents about 20% of GDP. It averaged about 19% of GDP in the 1960s, 21% in the 1970s, and 23% in the 1980s. Federal revenues have been even more stable, hovering between 17.5 and 19.5% of GDP since the end of the Korean war. In sum, federal taxing and spending levels have changed relatively little in generations. What is perhaps more surprising is that this basic pattern of annual stability in budget results holds not only for the budget totals but also the parts. Wildavsky’s original analysis of appropriations outcomes (based on data created by Richard Fenno) showed that roughly three-quarters of annual changes fell within 25% of the existing base. Budget scholar Joseph



FIGURE 1 Federal Receipts and Outlays, FY 1995–1997



Source: Office of Management and Budget, Budget of the United States Government, Fiscal Year 1999–Historical Tables. (OMB: Washington, 1998).



IDEAS, INHERITANCES, AND THE DYNAMICS OF BUDGETARY CHANGE



151



White’s analysis of appropriations data for the 80th through 100th Congresses indicates that “federal appropriations in the 1980s were at least as ‘incremental,’ by any standard, as in the 1947-1962 period on which Fenno and Wildavsky based their original research” (White 1994, 126). Adjusted for inflation, typically more than 60% of agency appropriations were within 10% of the previous year’s figure. Further evidence of the year-to-year stability of budget results is provided in a recent statistical analysis of changes in domestic spending from fiscal year 1947 to 1995 (Jones, True and Baumgartner 1997). The study finds that variability in relative changes in federal spending has in fact steadily declined throughout most of the postwar period. Annual changes in the budget authority allocated to the government’s various domestic activities were much more variable in the 1950s than in the 1980s. The authors provocatively conclude (contrary to Wildavsky, who largely abandoned incrementalism in his later writings), that modern federal budgets are becoming more incremental, not less (Jones, True and Baumgartner 1997). Viewed from another perspective, however, budget results have not been stable at all. Indeed, stunning transformations have in fact taken place over the last several decades in the composition of federal spending and taxing. As is widely recognized, spending for mandatory entitlements (including interest payments) has increased dramatically, rising from 7.3% of GDP in 1962 to 14.6% of GDP in 1996 (Figure 2). This has left relatively FIGURE 2 Percentage Outlays by Major Spending Category, FY 1962–1997



Source: Office of Management and Budget, Budget of the United States Government, Fiscal Year 1999–Historical Tables. (OMB: Washington, 1998).
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FIGURE 3 Percent Distribution of Receipts by Source



Source: Office of Management and Budget, Budget of the United States Government, Fiscal Year 1999–Historical Tables. (OMB: Washington, 1998).



less money available for other federal activities. Defense spending fell from 9.3% of GDP in 1962 to 4.7% in 1977. It rose to 6.3% in 1986 at the height of the Reagan buildup but has since fallen to below 3.5% of GDP. Domestic discretionary spending has been on a slight downward trend since 1980. Big changes have also occurred on the revenue side of the budget (Figure 3). While income taxes have remained stable as a percent of GDP since the end of the Korean war, excise and corporate taxes have dropped off. They have been replaced almost dollar-for-dollar by increases in payroll taxes dedicated for social insurance programs, such as Social Security and Medicare. Payroll taxes reached 7% of GDP in the mid-1990s, up from 3.2% in 1955. It must be emphasized that these changes for the most part occurred very gradually. Each year’s budget typically differed only marginally from the one before. Yet, the traditional concept of budgetary incrementalism does not adequately capture the underlying political dynamics. As discussed below, the engine behind the major transformations in federal taxing and spending which have taken place since the early 1960s has not been incrementalist bargaining, but rather the growth of policy inheritances and changes in ideas.2
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Budgeting Practices and Processes It is in the procedural realm that sweeping budgetary change has unmistakably taken place. Indeed, innovations in the budget process have occurred so frequently, and the ramifications have been so farreaching, that even Washington lobbyists struggle to keep up.3 Three interrelated dimensions of budgetary change require attention: rules, norms, and roles. Procedural Rules In a sense, The Politics of the Budgetary Process was mistitled. When the book was published in 1964, there was in fact no integrated legislative process by which Congress considered the budget as a whole. What Wildavsky really described was the executive side of the annual appropriations process—a description that complemented Richard Fenno’s masterful 1966 analysis of the legislative side of appropriations politics in The Power of the Purse (Fenno 1966). Appropriations politics and budgetary politics were largely one and the same during the 1950s and 1960s. Since the early 1970s, however, the rules of federal budgeting have undergone dramatic change. In 1974, the Congressional Budget Act (CBA) was enacted, giving Congress for the first time a vehicle for making decisions on overall revenue, outlay, and deficit levels. The CBA (whose internal provisions have themselves been subject to frequent change) was followed in 1985 by the passage of the Gramm-Rudman-Hollings Act (GRH) mandating the achievement of a balanced budget within six years. In 1990, Congress adopted the Budget Enforcement Act (BEA). This new procedure established caps on discretionary spending and “pay-as-you-go” rules for revenues and mandatory accounts. Each new reform added to but did not fully replace what came before. A major effect of these sweeping changes in the budgetary process has thus been to make American national budgeting more complex and opaque (Joyce 1996; Thurber 1997). Norms The classical norms of budgeting prescribed that budgets should be annual, balanced, and comprehensive (Sundelson 1935). As James Savage has shown in a fine historical study, since the nation’s founding, a balanced federal budget has carried an importance far beyond its objective economic meaning. It has stood as a powerful political symbol of thrift, responsibility, and moral purity in government. The general expectation has been that the federal government should balance its budget except during national emergencies such as war (Savage 1988). The other two norms have generally been less salient, but are still viewed as indicators of good government. There has never been a period when Congress did not violate classical budgeting norms to some extent. Yet legislative adherence to these norms
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has varied dramatically over time. Consider annularity. Congress has never lived up to this norm if the standard is passing all appropriations bills prior to the start of the fiscal year. As Roy Meyers observes, “Late appropriations have been routine for decades” (Meyers 1997, 26). Indeed, during the 1960s very few appropriations bills were enacted on time. The situation improved somewhat starting in 1977, when the beginning of the fiscal year (which had previously been July 1) was pushed back to the first day of October. When appropriations bills are not enacted by the beginning of the fiscal year, Congress typically enacts a continuing resolution (CR). The use of CRs has similarly been routine for decades (Meyers 1997). Yet if Congress is habitually tardy in carrying out its budgeting work, there nonetheless was a significant breakdown in the norm of annularity during the 1980s and early 1990s. Historically, continuing appropriations provided temporary funding at a low spending rate, thereby giving Congress an incentive to pass the regular appropriations bills. But during the deficit wars of the 1980s, the content of continuing resolutions fundamentally changed. Not only did the CRs of the 1980s provide more funding for some agencies than had been appropriated in the previous year, but many remained in effect for the entire fiscal year. In some budget cycles, CRs covered all or most of the 13 regular appropriations bills (Figure 4). As Allen Schick points out, “Other than the label, there was little affinity between the final continuing resolutions used in this decade and those passed previously” (Schick 1990, 180). Another indicator of the collapse of the traditional norm of annularity is the increasing incidence of department-wide government shutdowns. Such events were unknown before the 1980s. Between 1981 and 1985 FIGURE 4 Number of Regular Appropriations Measures Enacted by Start of Fiscal Year and CRs Enacted, 1960–1997



Source: Sandy Streeter, “Regular Appropriations Measures and Continuing Resolutions for FY 1960–FY 1995,” CRS Report for Congress (99-799 GOV), 1994 and unpublished data obtained from the Congressional Research Service.
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alone, the federal government shut down six times, throwing agencies into disarray and in some cases creating serious hardships for their employees and clients. Three more shutdowns occurred between 1986 and 1990, and two more during the historic Gingrich-Clinton battles of 1995-96 (Meyers 1997). Organizational Roles Wildavsky argued that incrementalism leads to a stable division of budgetary roles. Specifically, agencies acted as program advocates, the House Appropriations Committee played the role of “guardian of the Treasury,” and the Senate Appropriations Committee acted as a budgetary appeals court. During the 1950s and 1960s, the House Appropriations Committee typically approved funding levels greater than the previous year but less than requested by the president. This arrangement facilitated incremental bargaining between Congress and the executive by enabling appropriators to “give more while taking credit for cutting back” (Schick 1995, 139). So graceful was the interaction of these actors that Wildavsky would later refer to the incrementalist process of the 1950s and 1960s as a “budgetary minuet” (Wildavsky 1992, 125). Yet, lovely as it may have been, this minuet clearly did not last. By the mid-1970s, federal budgeting was becoming increasingly disorderly, and the traditional division of roles had largely broken down. Indeed, appropriations committees were even observed at times to be acting as program advocates (Abramson 1990). Discussion What accounts for this complex mix of budgetary stability and change? Many would argue that these developments are largely explicable by reference to economic developments. Certainly the impact of economic forces, such as the slowdown in the economic growth rate since the early 1970s, must be taken into account. Yet budget actors have not simply responded to economic events, they have attempted to use the budget as a tool for improving the economy’s performance. Ideas about the proper design of fiscal policy have been crucial in these efforts. While the economy undeniably constrains the options available to budget officials, it clearly does not eliminate the need for them to act or think. Moreover, economic performance is not really the issue. What matters most is the relationship between the resources generated by the economy on the one hand, and the scope of budget promises on the other. When the economy generates more resources than is needed to cover preexisting commitments, budget actors receive a fiscal dividend. But when the scope of prior commitments grows, actors find themselves in a budgetary pinch. Traditional interest-based accounts of budgeting are clearly inadequate. To be sure, pluralistic bargaining in the budgetary process continues. The annual appropriations process—even in a Republican Congress —remains a scramble among economic and geographic interests for pork
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(Caidon and Wildavsky 1997; see also Niedowski 1997). And strategic leaders still use budgetary side-payments to build winning coalitions. Because of increased spending for mandatory entitlements, however, discretionary appropriations cover a declining portion of the total budget. The pork barrel is a less and less useful metaphor for governing (Ellwood and Patashnik 1993; Arnold 1981). Recent struggles over the budget have been fueled by fundamental ideological conflicts over the federal government’s size and role. Key to understanding the evolution of federal budgeting, I contend, is an analysis of the influence of policy inheritances and actors’ values and beliefs. POLICY INHERITANCES IN BUDGETING



Just as to govern is to inherit, so contemporary federal budgeting is less about making new funding promises than about managing and responding to the budget commitments of the past (Steuerle 1996). The growing importance of policy inheritances in budgeting results from two developments. First, the number and scope of budgetary items has simply expanded as a natural consequence of big government. As Robert D. Reischauer observes, “In the mid-1950s, numerous government agencies did not exist. A partial list includes the Departments of Transportation, Education, Energy, and Housing and Urban Development and agencies such as NASA, EPA, the Nuclear Regulatory Commission, the National Endowments for the Arts and Humanities, the Federal Emergency Management Agency, and the Legal Services Corporation” (Reischauer 1997a, 144). Within each of these sectors, the number of specific policy commitments (along with the interest groups that lobby for their continuation) has mushroomed. In sum, budgeting now takes place in a much more congested policy environment than it did several decades ago. Policy inheritances have also become more important in budgeting for another reason, namely, officeholders have deliberately established instruments of “prior commitment,” often in an explicit attempt to institutionalize their policy legacies. Three key devices have become extremely important in budgeting since the 1950s: entitlements, indexation and trust funds (Cordes 1996; Weaver 1988; Patashnik 1997). Today more than twothirds of the budget is governed by one or more of these instruments, up from roughly one-third thirty years ago. These devices are at the heart of the major changes in the composition of federal taxing and spending discussed above. Precommitment instruments do not eliminate the possibility of policy change (Patashnik 1997). One Congress, after all, cannot bind another. The feedback effects from the three devices mentioned above (which vary according to the particular context in which each is employed) do nonetheless structure budget politics in distinctive ways (Table 1). These feedbacks highlight why budgeting, like governance generally, cannot be understood as merely the product of contemporaneous social pressures (Skocpol 1994). As Paul Pierson, in an insightful study of
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deficit politics during the Clinton years, observes, the “heavy hand of the past looms large” (Pierson 1998, 132). Entitlements (major examples include Social Security, Medicare, and federal employee retirement) generally enjoy freedom from meaningful control through the annual appropriations process (Weaver 1985). Absent an explicit change to the enabling statute, the entitlement device ties annual spending levels to exogenous economic and demographic conditions.4 Indexation adjusts affected programs automatically for inflation, and generally keeps ad hoc benefit increases and tax cuts off the agenda. The effect is to narrow the scope for political credit claiming (Weaver 1988). Trust funds (which are mainly financed by earmarked payroll and excise taxes) foster perceptions of earned rights. Once a trust fund is established, clienteles generally demand that dedicated revenues be spent for their benefit (Patashnik 1997; Derthick 1979). The feedback from precommitment devices can be either positive or negative, however. Trust funds are a case in point. On the one hand, trust fund surpluses may create incentives for program enlargement, as in the case of Social Security during the 1950s and 1960s (Derthick 1979). On the other hand, however, the threat of trust fund insolvency may open the door to retrenchment and reform (Patashnik 1997). In recent years the looming “bankruptcy” of the Social Security system, along with the perception that the trust fund is being “raided” and that higher returns could be obtained through the stock market, has provided ammunition to advocates of privatization. In sum, the ultimate impacts of inherited commitments and policy designs may be quite complex. But they clearly shape how budget politics unfolds over time.



TABLE 1 Instruments of Prior Commitment in the Federal Budget Device



Policy sectors



Main effects



Entitlements



Pensions, health, income security



Insulates spending from annual appropriations control



Indexation



Pensions, health, income security, tax programs



Reduces credit-claiming opportunities by generally keeping ad hoc benefit increases and tax cuts off the agenda



Trust Funds



Pensions, health, transportation



Fosters perception of “earned rights” Creates possibility of “solvency” crises when expenses grow faster than dedicated revenues
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IDEAS IN BUDGETING



The second key factor that requires attention in any understanding of continuity and change in budgeting is actors’ ideas. Analytically, three kinds of ideas can be distinguished (though they tend to overlap in practice): world views (e.g., overarching ideologies), norms (principled beliefs), and causal beliefs (ideas about how the world works) (Goldstein and Keohane 1993). Examples of each in budgeting are shown in Table 2. That fundamental world views shape budgeting should not be surprising. If politics asks the question “Who gets what the government has to give?” the budget supplies a large part of the answer. The budget is a key linkage between the economy and the polity. It affects how much wealth remains in private hands, and determines how the resources the government extracts are allocated. These may be ideologically explosive issues. While fundamental world views structure budget actors’ value commitments, these actors cannot pursue their normative aspirations unless they possess some understanding of economic reality. A second important category of budget ideas, then, are causal beliefs about the impact of fiscal decisions. Professional economists are frequently a major source of such ideas. Politicians (especially presidents) have long turned to economists for budgetary advice. The influence of the economists in US fiscal policy increased in 1946 with the creation of the Council of Economic Advisers. It expanded again in 1961 with the appointment of an economist to serve as director of the Bureau of the Budget (an agency historically dominated by accountants). The specific budgetary advice offered by professional economists has not remained constant over time. Indeed, the movement from classical to Keynesian to supply side economics is an important motif in our story. The point here is merely that the causal beliefs of economists, often colored by some larger political vision, enter into the policy debate.



TABLE 2 Examples of Important Budgeting Ideas by Type Type of idea



Examples



World view



Liberalism Fiscal conservatism



Principled norm



Budget balance Annularity Comprehensiveness Pay-as-you-go Neutral competence



Causal belief



Keynesianism Supply-side economics National savings as key to economic growth
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The final important generic category of budget ideas is norms of appropriate administrative behavior. As mentioned above, traditional norms of federal budgeting include balance, annularity, and comprehensiveness. To the extent that actors abide by them, such norms increase predictability and guide expectations. Budget norms are often justified on the ground that they serve the public interest (for an interesting effort to develop a model of an ideal budgetary process, see Meyers 1996). Budget norms will not survive, however, unless they are broadly compatible with the incentives actors face from their institutional environment. Significantly, the traditional literature on budgetary incrementalism, which grew out of behaviorism, paid little attention to ideas as such.5 The emphasis was on budgeting as partisan mutual adjustment. As Martin Shapiro observes, “Interest group politics and incremental decision-making are but two names for the same game” (Shapiro 1995, 19). Doubtless the role of ideas in budgeting was downplayed because there was a rough ideological consensus on a number of key issues during the 1950s. Yes, liberals and conservatives had their budget fights (see Morgan 1990). But ideological conflict was muted in the early post-war era by the distributive nature of appropriations politics (Fenno 1966) and by the existence of relatively large contingents of moderates in both parties’ caucuses. In addition, with Keynesian doctrine not yet triumphant, the budget-balance norm still enjoyed wide support. But this ideational matrix was contingent on a particular set of historical and material conditions, and it was already collapsing when Wildavsky’s 1964 book was published. By the time congressional scholar Steven E. Schier conducted extensive interviews on Capitol Hill in the mid 1980s, he found that virtually all members of the House and Senate approached budget issues from an ideology encompassing fundamental concepts about the appropriate size and role of government. Not surprisingly, conservatives displayed concern about the overall level of public expenditure as a share of gross national product. They also believed that defense was a high spending priority, and worried about the effect of redistribution on economic incentives. By contrast, liberals focused less on the total size of government, viewed social spending as more important than defense, and were concerned about the achievement of a fair distribution of income (Schier 1992, 7). In sum, budget dialogue among policy elites had become ideologically polarized (Wildavsky 1992). IDEAS, INHERITANCES AND THE EVOLUTION OF FEDERAL BUDGETING



A comprehensive history of the evolution of modern federal budgeting is beyond the scope of this article. Instead, I provide below a highly selective thematic overview, focusing on the interplay of ideas and policy inheritances in five key budgeting developments: the triumph of Keynesianism during the 1960s, the expansion of entitlements, the Reagan retrenchment
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effort, congressional budget reform, and the protracted battle over the deficit. This analysis helps explain how budget outcomes could remain largely stable from one budget cycle to the next even while national spending priorities were slowly undergoing dramatic change and budgetary rules and procedures were in a state of almost constant flux. The Triumph of Keynesianism As noted above, federal budget deficits historically signaled that government was inefficient, wasteful, and corrupt (Savage 1988). Even Franklin D. Roosevelt, whose New Deal programs resulted in a string of huge deficits, never abandoned the traditional belief that government ordinarily had a moral obligation to balance its books. By the late 1950s, however, many economists thought that deficits were not just expedient but analytically defensible, even normatively desirable. Increasingly, economists saw the balanced budget dogma as “the main obstacle to rational decisions about fiscal policy” (Stein 1990, 455). With the triumph of Keynesian doctrine in the early 1960s, that obstacle was, for a time, removed. Keynesian ideas offered a sophisticated new way to understand the economy. Rejecting the tenets of classical economics, Keynesians argued that recessions were not necessarily self-correcting. Only compensatory fiscal policy would keep the economy operating at its potential. With the enactment of the Employment Act of 1946, the federal government assumed responsibility for keeping the economy near the full employment level of production, which Keynesian experts were confident they could precisely measure. By the Kennedy Administration, sophisticated White House economic advisers saw the balanced budget norm as little more than an accounting fetish. Deficits were no longer evil in themselves; what mattered was their impact on aggregate output and demand. In 1964, Congress enacted a major tax cut designed to promote economic stability and growth. This was a radical change in budgeting philosophy that had clear policy consequences (Kettl 1992). Yet the Keynesian intellectual revolution did not convert everyone. Ordinary Americans in particular never abandoned the traditional belief that deficits are decadent and immoral. According to Page and Shapiro, “Keynesian arguments for stimulative deficits—and attacks on the family budget analogy as misleading—seem to have made little headway with the public, except perhaps for short periods during major recessions” (Page and Shapiro 1992, 148). In short, the Keynesian triumph created a normative gap between policy elites and average citizens in their commitment to the idea of budget balance.6 In American politics, however, the normative beliefs of ordinary citizens are not so easily brushed aside. The tension between elite and mass opinion on the budget manifested itself in subtle changes in administrative routines. Many Keynesians took the position that budget-balancing had little intrinsic value. Yet the traditional norm of balance remained
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strong enough that few wished to declare it to be fundamentally irrational. Keynesians therefore employed a hybrid concept, the “full employment” budget. Instead of strict balance, the idea was that the government would adopt fiscal policies that would cause the budget to be in balance if the full employment level were achieved. The Kennedy-Johnson tax cut was explicitly sold on these grounds. As Herbert Stein, a leading Washington economist during this period, acknowledges, “Keynesian economists were willing to make use of the vulgar prejudice in favor of a balanced budget, even if they did not share it” (Stein 1994, 81). Expansion of Entitlements As Keynesian influence on US fiscal policy expanded, a second important budgetary development was unfolding—the explosion of spending for mandatory entitlement programs. The two developments were in fact linked, because spending for many entitlement programs (e.g., unemployment insurance, food stamps) rose automatically during recessions. Entitlements thus contributed to Keynesian economic management by serving as “automatic stabilizers.” Entitlements are an admixture of procedures and ideas. Some have permanent appropriations. A number are indexed for inflation or budgeted through trust funds. What distinguishes entitlements as a class, however, is their moral force. Entitlements are based on the idea that clienteles have a right to their benefits, and that the ethical obligation of government is to give people what they are due.7 Although entitlement rights are by no means inviolable, they are a major reason why contemporary budget outcomes are so sticky. Indeed, entitlements, in the aggregate, are insulated from the increased spending volatility shown to be associated with periods of divided government (Jones, True, and Baumgartner 1997). During the early 1960s, trust-funded entitlements were isolated from standard executive routines of budget preparation because they were excluded from the administrative budget. This hindered Keynesian efforts at systematic fiscal planning. In 1968, a unified budget document was adopted following the recommendation of a high-level presidential commission, thus moving the programs “on-budget.” Traditional incrementalist theory, which assumes that programs are subject to control at the margins, has some real difficulty accounting for mandatory entitlements (LeLoup 1988; Rubin 1988; but see White 1994). To be sure, spending for programs like Social Security has tended to grow gradually over time. The typical pattern (especially before the mid-1970s) was for Congress to amend such programs every few years to marginally expand benefit payments. Yet the pure incremental model, by focusing on serial choice, obscures the fact that each such expansion had been piled on top of commitments inherited from prior politicians. Moreover, incrementalism focuses on a short period of time, typically no longer than a few
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budget cycles. Entitlement promises, however, stretch over generations. Present actions cannot easily be “uncoupled” from either the future or the past. The expansion of spending for entitlements (as well as the increase in dedicated trust fund taxes) thus suggests not incrementalism, but rather a very different model of governance based on “inheritance through political inertia” (Rose and Davies 1994). While the entrenchment of entitlements may have made budget outcomes more stable, it wrecked havoc with the process. The budgetary process of the 1950s was a relatively insulated one in which legislative and executive actors had on-going relations and seemingly bargained in good faith (see Meyers 1994). Interest groups certainly could press their budget claims. They could testify at appropriations hearings and seek to influence key legislators and bureaucrats. They could form coalitions. It was precisely in this sense that the process was pluralistic. Yet such groups were generally shut out from the committee meetings and discussions when the crucial deals were made. As Wildavsky observed, “outsiders are barred . . . secrecy is maintained” (1964, 190). The implicit rationale for this closed-door policy was that the American national budget was fundamentally the government’s business, not the public’s. Prior to the explosion of entitlements, most federal spending financed goods and services. Appropriations bills funded the salaries, overhead, and activities of federal agencies. In the main, they did not involve direct transfers to groups or individual citizens. In short, clientele demands were mediated by the institutional structure of the administrative state. But as entitlement spending grew, the very meaning of the United States budget fundamentally changed. No longer just the lifeblood of public administration, the federal budget became a major source of sustenance to American families. By 1970, more than 25 million Americans received Social Security benefits, almost 20 million received Medicare, 8.5 million received food stamps, and almost 5 million received veterans’ payments (Schick 1990). Whereas during the 1940s and the 1950s the budgetary process looked inward to federal agencies and their staff, now it increasingly faced outward to the citizenry (Wildavsky 1992). As Americans became increasingly dependent upon the federal government for their well-being, a closed, secretive budgetary process could no longer be sustained. As Allen Schick observes, the expansion of entitlement payments cracked open budgeting by giving clientele groups—the elderly, coal miners, and a number of other beneficiaries—a direct, “open-ended draw on the Treasury.” These budget claimants “brought demands, rights, and intense conflict to what once had been a sedate process” (Schick 1994, 137; see also Heclo 1996). Entitlements also conflicted with classical bargaining norms. Traditionally, claimants had to petition for their fair share increase; they had no prior right to more spending. Yet, as Wildavsky stressed, “The entitlement is the base, and a base that can go only one way—up—unless a deliberate
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and difficult decision is made to alter the natural course of spending” (Wildavsky 1992, 275). Over time, budget leaders tried to devise a new set of norms to handle entitlements. One important norm that evolved was that the big social insurance trust funds should be maintained on a “payas-you-go” basis (Derthick 1979). That way, a measure of discipline would be imposed on spending demands. This norm for social insurance was in fact approximated during the post-war era (Cogan 1994). Congressional Budget Reform The Congressional Budget Act of 1974 demonstrates the crucial role of both ideas and policy inheritances in institutional design. The CBA was deliberately modeled on the president’s budget process. Not only would budget committees develop recommendations on the budget totals, but a new, professional Congressional Budget Office would advise legislators on the macroeconomic consequences of various budgetary options. Keynesian ideas about fiscal management, which formerly had been restricted to the presidential realm, thus came to “pervade core processes of legislative budgeting” (Schick 1994, 5). Ideas not only shaped the structure of the new budget process, they also influenced the timing of its adoption. The creation of the procedure in 1974 was a direct response to the breakdown of three key budgeting norms. The first concerned impoundments. Historically, the impoundment device had been used to alter appropriations that were no longer needed because of changed conditions. It was an executive administrative tool whose basic legitimacy was well accepted by Congress. As is widely known, however, Richard Nixon transformed the impoundment device into a political weapon, using it to attack core Democratic programs. In establishing tough impoundment control provisions in the 1974 Act, Congress thus “replaced the authority to impound, which was rooted largely in convention and shared understandings, with an explicit contract that imposes significant costs in terms of both reporting requirements and monitoring efforts” (Kieweit and McCubbins 1991, 220). The second breakdown in norms resulted from the growing costs of entitlement commitments. By the mid-1970s, it was becoming clear that the pay-as-you-go norm for the social insurance trust funds was inadequate to control entitlements. A number of the new entitlements created during the Great Society—Medicare Part B, Medicaid, food stamps, guaranteed student loans—were financed in whole or in part through general revenues. Moreover, while increasing payroll taxes kept the social insurance trust funds solvent, in the absence of other changes it implied a steeper federal tax burden. By their actions, however, policymakers demonstrated a desire to keep revenues stable. The effect of rising trust fund taxes was thus to place downward pressure on general revenues, thereby opening a gap between taxes and spending (Cogan 1994). Rising entitlement spending, along with poor economic performance, was directly tied
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to the third normative breakdown, the collapse of peacetime balanced budgets. By 1974, federal deficits were becoming large by historical standards. The main goal of the CBA was to increase Congress’s budgetary power relative to the executive and help it rationalize its work. It did not explicitly prescribe any particular policy outcome. But many legislators hoped an integrated congressional budget process would curb growing budget deficits (Ellwood 1983). In fact, budget deficits—driven by rising entitlement spending—continued, although the deficits may well have been even larger had the process not been reformed. The Act promoted fiscal restraint in a couple of ways. First, it focused attention on the fiscal bottom line, requiring members to vote on the size of the deficit for the first time. Moreover, the Act revealed the “future budgetary implications of current decisions” by establishing a multiyear framework for budget forecasts (Reischauer 1997b, 92). It appears that federal spending levels entered a period of sharply restrained growth just as the Act was being implemented (Jones, Baumgartner and True 1998). Whatever the direct impact on outcomes, however, the new congressional budget process clearly produced major changes in how Congress debated and negotiated fiscal decisions. The reformed process upset the traditional division of budgetary roles by ushering onto the scene a new set of actors—House and Senate budget committees. The budget committees were now the leading rationers of funds. The appropriations committees had to request an overall allocation of spending authority from the budget committees that the appropriators could then subdivide among discretionary programs. In this role of supplicant to the budget committees the appropriations committees frequently acted as claimants or advocates lobbying for the greatest amount of funding for their programs” (Abramson 1990, 71). The new budget rules also heightened ideological conflict in the process by requiring explicit legislative decisions on the budget totals rather than the parts. To be sure, the Act did not make the calculative tasks of budgeting any easier. It clearly did not repeal bounded rationality. Under the new budget rules, however, members had to go on record on the appropriate size of total spending, total revenues, and the budget deficit. The effect was thus to require more explicit budgetary tradeoffs. Budget committees could not create majority coalitions for deficit reduction if none existed, however. And, as suggested above, the CBA did not eliminate the preexisting authorization-appropriation process. A top-down budgetary reform was thus grafted onto a highly decentralized bargaining system, creating the potential for all sorts of organizational frictions within Congress.12 Exogenous political developments made these frictions even harder for legislators to cope with. For various electoral and institutional reasons, having mainly to do with political realignment in the South, congressional parties during the mid-1970s were becoming increasingly “homogenized
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and polarized” (Weir 1998, 8). The Democrats were increasingly the liberal party, the Republicans the conservative. The inevitable result was to make debates under the new budget process enormously rancorous and conflictual (Ellwood 1983). Some 40% of congressional roll call votes on budget resolutions between 1976 and 1990 found 75% or more of Republicans opposing 75% or more of Democrats. On 10% of the roll calls, 90% or more of one party opposed 90% or more of the other (Coleman 1996, 75). Conflicts between competing interests over funding increments can be resolved by splitting the difference. But when the conflict is between competing visions of the proper social role of government, acceptable accommodations are much harder to reach. The Reagan Retrenchment Effort The arrival in 1981 of the Reagan administration, the most philosophically conservative administration since before the New Deal, exacerbated the ideological split between liberals and conservatives over budget priorities. Reagan sought to increase defense, cut taxes, and retrench domestic spending. Reagan succeeded impressively on the first two goals, but much less so on the third. But the sheer force of his leadership project was highly disruptive of existing patterns of budgeting. By the time Reagan entered the White House, Keynesian principles had long since been declining. The power of Keynesian thought was substantially tied to its standing among professional economists. But causal beliefs can be discredited if the world doesn’t work as predicted. When the economy experienced “stagflation” in the early 1970, Keynesian theorists were bewildered and lost confidence. “Belief in the government’s ability to manage the economy so as to yield high employment, stable prices, and stable growth, generally heralded in the early and mid-1960s, has been shattered by the simultaneous appearance of the worst recession and the worst inflation of the past thirty years,” observed two Brookings scholars in 1976 (Owens and Schultze 1976, 7). The dominant economic goal shifted from stimulating aggregate demand to controlling inflation and boosting productivity. Mainstream economists, increasingly monetarist in their leanings, argued that the government lacked the capacity to “fine-tune” its fiscal policies, and that responsibility for maintaining noninflationary growth was better left to the Federal Reserve. As the decade of the 1970s concluded, the idea of a full employment budget was less and less heard. Reagan’s fiscal policy drew inspiration from a dubious but nonetheless influential belief in the power of tax cuts to expand the economy’s potential size. The overriding policy objective was to strengthen private incentives to save and invest. Yet in one sense the ideas of the hard-core supply-siders who advised Reagan displayed a basic continuity with the past. Like many Keynesians, the supply-siders too viewed the balanced budget orthodoxy as simplistic and misguided (Savage 1988). Paul Craig Roberts, a key treasury official from 1981 to 1982, argued that “in this new
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policy the deficit is an almost irrelevant side effect of restricting the tax code” (quoted in Schier 1992, 61). Even after budget deficits emerged and OMB director David Stockman urged him to take action, Reagan refused to sacrifice his fiscal program to the altar of budget balance. At the level of budget results, the Reagan retrenchment effort experienced only modest short-term success. Cutbacks in middle-class entitlements were almost entirely off the table, except for a few occasions when solvency crises in the Social Security and Medicare trust funds permitted modest program adjustments (Pierson 1994). Reagan pushed harder for cutbacks in domestic discretionary spending. Major discretionary cuts were indeed made through the budget reconciliation procedure in 1981. Without this more streamlined process, these cutbacks would have been much harder to engineer. After 1981, however, efforts by Reagan to further scale back domestic programs were substantially blocked in Congress (White 1994; Cogan and Muris 1994). “Fiscal policy in the Reagan years ended having far less impact on the size of government and the economy than was feared or expected by most observers” (Makin and Ornstein 1994, 217). Yet the Reagan retrenchment effort did have an enormous impact on the politics of the process. By proposing to spend less on many domestic programs than had been spent in the prior year, Reagan stimulated intense budgetary conflict with liberal Democrats in Congress. Appropriations committees rushed to the defense of favored agencies to the neglect of their traditional guardian role. Even more dramatic organizational shifts occurred in executive budgeting. Historically, the OMB had served as a respected mediator between the executive agencies and the presidency. Budget examiners performed a “clerkship” role. They focused on ferreting out administrative waste and abuse under a norm of “neutral competence.” But as the budget took on greater macroeconomic importance during the 1960s, presidents increasingly demanded from OMB political responsiveness to their policy agendas. The transformation of the role of the executive budget office accelerated during the Reagan years. The OMB under David Stockman became highly politicized and centralized (Heclo 1984). As top-down budget approaches were grafted onto the traditional decentralized executive budget process, the work routines of career budget examiners were reoriented away from consultation with the executive bureaucracy and toward the collection and generation of budget data that could be deployed in budget negotiations with Congress. The Battle Over the Deficit The deficit grew during the 1980s principally because spending on inherited commitments, especially health care entitlements, outpaced economic growth. After 1982, the impact of current fiscal decisions was relatively modest (White and Wildavsky 1989; Pierson 1998). As inherited commitments increasingly became the dominant influence on yearly budget
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results, the annual budgetary process thus faded in economic (if not political) importance. This is supremely ironic given the emphasis in the traditional public administration literature on maintaining appropriate budgeting procedures. While scholars have long debated the merits of synoptic planning versus pluralistic bargaining, the premise is that the process decisively influences results—so it’s crucial to get the process “right.” But the annual budgeting process (and the decisions which result from it) become less and less consequential when fiscal outcomes are in effect preprogrammed. The ensuing battle over the deficit, which dominated Washington politics for fifteen years, must be understood in ideational terms. First, it reflected changes in the causal beliefs of professional economists. Although economists did not always provide a consistent diagnosis of the economic effects of the deficit (initially worrying more about high interest rates and inflation, later about the decline in the level of national savings), the mainstream economic community during the 1980s decisively rejected the views of both Keynesians and supply-siders about the relative unimportance of the deficit as a policy problem. Most economists took the position that the deficit was like “termites in the basement.” If not eradicated, it would quietly destroy the nation’s economic house (Schultze 1989). Second, leaders of both parties saw the deficit as a symbol of their moral turpitude and inability to govern (White and Wildavsky 1989). Virtually every influential politician, Democrats and Republicans alike, agreed on the need for courageous action.8 In 1985, Congress enacted the Gramm-Rudman-Hollings (GRH) legislation. Unlike the CBA, GRH did dictate particular policy outcomes by setting explicit deficit-reduction targets (Joyce 1996). The goal was to reach balance within six years. As deficit reduction took on the status of a moral crusade, attention increasingly shifted “away from the merits and limitations of individual programs to broader, more abstract arguments about the appropriate scope of government (Pierson 1998, 127). By the early 1990s, the balanced budget dogma was stronger than it had been in generations. Yet for all the rhetorical emphasis on deficit reduction, the actual level of legislative progress made in easing the deficit was comparatively modest (Schick 1993). Indeed, when Gramm-Rudman targets started to bite, they were postponed and then essentially scrapped. To be sure, new rules and institutions did contribute to real deficit reduction over the 1980s and early 1990s. A number of clienteles (e.g., Medicare providers, wealthy taxpayers, and especially the defense sector) suffered genuine losses as a result of the implementation of various bills. Yet reductions in domestic program funding were rarely devastating, and taxes as a percent of GDP hardly changed. Strong political support for the federal government’s policy inheritances severely circumscribed the range of feasible cutbacks. Moreover, the indexing of the tax code robbed policymakers of the revenue windfalls that would have been produced automatically by bracket creep.
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Efforts to make deep reductions in the deficit were thwarted by ideological dissensus. Both liberal and conservative factions developed coherent deficit reduction plans. However, the two contingents rarely had the votes to go it alone, making compromise necessary. Despite the resort to bipartisan summits and other procedural innovations, conflict, stalemate, and delay were the rule. Some fiscal years during the late 1980s began without a single regular appropriations bill enacted, forcing Congress to combine all thirteen appropriations bills into a massive omnibus continuing resolution. These CRs were often packaged together with controversial substantive legislation and hurriedly assembled at the eleventh hour (Schick 1990). While a measure of calm was restored to the appropriations process during the first two years of the Clinton Administration, chaos returned after the new Republican majority assumed control in 1995. During the intense, highly partisan battle over the FY 1996 budget, thirteen separate stopgap measures had to be enacted (Thurber 1997). When omnibus deficit reduction bills were passed, the savings they contained were often less than met the eye. Budgeting norms were subtly reworked to make it easier for politicians to claim credit for deficit reduction while avoiding blame for major funding reductions. Key to this ploy was the evolution of the concept of budget “baselines.” The traditional budget process centered around fair share departures from the base, approximated by the actual level appropriated for the previous year. With the passage of the Congressional Budget Act of 1974, however, assumed measures of the base became crucial. The baseline estimate was originally intended to provide a technical, policy-neutral measure of how much it would cost to provide today’s government in the future. But during the 1980s, the current services baseline gained acceptance as the official measure of deficit reduction actions. This enabled policymakers to label actual spending increases relative to last year’s level as spending “cuts” relative to the baseline (Muris 1994). In sum, ideological contests over the deficit did not make immediate budget outcomes nearly as volatile as one might expect. While the GRH and BEA probably did help restrain spending on existing programs to some extent, their most important effect was to prevent Congress from creating expensive new budget promises.9 This implied that deficits would eventually recede as economic growth caught up with the cost of inherited policy commitments. In fact, that is essentially what occurred. Congress achieved a balanced budget in 1998 primarily because medical inflation moderated and economic performance surpassed expectations.10 The legislative changes made in the Balanced Budget Act of 1997 contributed relatively little (Congressional Budget Office 1997). CONCLUSIONS



Thirty-five years ago, Wildavsky wrote that “The largest determining factor of the size and content of this year’s budget is last year’s budget”
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(Wildavsky 1964, 13). That basic fact remains as true today as it was then. Yet this basic continuity masks profound changes in the organization, practice, and rules of American national budgeting. The growth of policy inheritances, the adoption of major institutional reforms, and changes in the ideas of policy actors have all evolved to make budgeting as a political activity quite different from its immediate postwar incarnation. Budgeting has become more formal, more open to public pressure, more conflictual, and more integrated and centralized within Congress. From a budget dominated by discretionary spending on goods and services—especially defense—the budget has evolved into a mechanism for funding income transfers under a norm of entitlement rights. While traditionally Congress made no attempt to set forth the budget deficit (or surplus) level for the coming year, now it has a mechanism for voting on it. While the piecemeal nature of appropriations decisions once kept the focus on monetary issues, debates over budget resolutions and reconciliation practically invite today’s more partisan Congress to give voice to their ideological disagreements. The fundamental behavioral characteristics of budget actors, such as bounded rationality, remain unchanged, but these actors now negotiate their decisions in a much denser interest group environment and in the context of big government. Whereas once the rules of budgeting were loose enough to accommodate any policy outcome, now they privilege certain results over others. Inheritances and ideas have been major sources of both continuity and change. In one sense, the entrenchment of entitlement commitments has contributed to stability by increasing budgetary inertia. Yet over the longrun the growth of entitlement spending has clearly been destabilizing. It has contributed to major shifts in spending priorities, the emergence of budget deficits during the 1970s, and major alterations in the political environment in which budget officials perform their work.11 Ideational shifts such as the rise and fall of Keynesianism have contributed to budgetary change by periodically reshaping the advice experts give budget officials and the content of the policy agenda. Yet certain ideas have also promoted continuity in budgeting by providing justifications for longstanding administrative norms like budget balance. Ideas have also encouraged stability from one fiscal year to the next by lending force to the argument that spending for many income transfer programs is based on the recognition of moral rights. This article has not put forth anything like a complete theory of budgetary change. But three conclusions about the politics of budgetary change can nonetheless be drawn. First, budgetary change is not merely the result of exogenous political processes—as suggested by Wildavsky’s original notion of “shift points” in otherwise stable linear regressions. The feedbacks from budgetary decisions and practices may themselves endogenously produce change. The decision to move trust funds on-budget in the late 1960s in the name of better fiscal management, for example, allowed observers during the 1980s and 1990s to argue that surpluses in
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the funds were being “raided” when the government began running large unified budget deficits, fueling interest in major reform. Similarly, the growth of Social Security caused influential economists to worry about the program’s effect on work incentives and savings rates. In modern budgeting, policy is very often “its own cause” (Wildavsky 1979). Second, the ideas of budget elites tend to change more rapidly than those of ordinary citizens, as evidenced by the elite abandonment of and subsequent return to the popular ideal of budget-balancing. This implies that broader changes in American politics which increase the responsiveness of elite actors to public opinion may increase budgetary stability. Finally, the tensions between changing elite values and beliefs on the one hand, and preexisting policy commitments and practices on the other, often create pressure for institutional reform. Actors who believe they lack the political capacity to realign budget outcomes with their preferences frequently look to new procedures as the solution. While new procedures can seldom deliver comprehensive change overnight, they clearly influence the way budget issues are framed and debated, and they empower some political actors over others. As a result, they do affect ultimate outcomes. Because the ideas of policy actors are unlikely to remain constant in the decades ahead, further rules changes in American national budgeting should be expected. Acknowledgment Parts of this analysis draw on ideas originally presented in November 1997 at Boston University at a conference on the “New Politics of Public Policy—the Nineties and Beyond,” organized by Marc Landy and Martin Levin. I am grateful for the feedback of the conference participants. Roy T. Meyers kindly directed me to useful data. I have received extremely helpful comments on earlier versions of the paper from Eugene Bardach, Deborah Gordon, Andrew Rich, Stephen Skowronek, Rogers Smith, Joseph White, Ben Wildavsky, Julian Zelizer and anonymous referees, and have benefited from discussions at Columbia University and Princeton University. Notes 1. 2.
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The best study of budget politics during the 1980s is White and Wildavsky (1989). The best treatment of deficit battles during the Clinton years is Pierson 1998. The original theory of budgetary incrementalism did recognize the possibility of major change. The claim was that such change occurs when exogenous political or economic events produce “shift points” in existing patterns of budgeting (Davis, Dempster, and Wildavsky 1966). But incrementalism did not explicitly account for the development of precommitment structures like entitlements. Nor did it emphasize the importance of values and ideas. See Wildavsky 1992. One consequence of the ever-changing federal budget process has been the creation of a market niche for professional budget experts who can explain what is going on (see, e.g., Collender 1996)
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Entitlements are subject to reconciliation, but this process targets projected spending; it does not determine the actual amount spent. The main exception was the discussion of the key bargaining norm of “fair shares.” Fair shares indicate agreement on what proportion of incremental resources, if any, a particular agency will receive relative to others (Wildavsky 1964, 17). Wildavsky highlighted the importance of this norm but did not elaborate on its origins and effects. A game theorist would point out that games of repeat play (of which budgeting is surely one) typically have no unique equilibrium (the “folk theorem”), and that norms therefore can make a big difference to the game’s outcome. On norms as policy focal points, see Garrett and Weingast 1993. Within the stratum of policy elites, Keynesian ideas found much greater acceptance in the executive than in Congress (Weir 1992). Powerful Ways and Means Committee chairman Wilbur D. Mills (D-AK), for example, never embraced Keynesian principles to the same extent as did his executive branch counterparts (Zelizer 1998). This difference in the appeal of Keynesian thought was partially rooted in the greater responsiveness of Congress to popular symbols. As David Mayhew points out, Keynesian economics received a “chillier reception on the Hill than in the White House not because Congress is more ‘conservative’ but because it is in a sense more ‘democratic;’ the image of a balanced family budget is a powerful one” (Mayhew 1974, 139). Yet because economic growth during the 1960s was so strong, a tradition-bound Congress was able to accommodate itself to the sophisticated Keynesianism of the White House. The strength of this idea varies across programs, however. See Weaver 1985. Ironically, it was members of the Democratic party, believers in activist government, who helped put the balanced budget dogma back into play. During the 1984 presidential primaries, Walter Mondale and every other major Democratic candidate condemned deficit spending in a strategic effort to attack Reagan’s governing record (Savage 1988). Once Democrats assumed the mantle of fiscal responsibility, however, they had to deal with the consequences. Republicans were of course eager to use the deficit as a weapon in their ideological war against big government. The deficit obsession thus effectively closed the normative gap between elites and the public on the issue of fiscal responsibility. Medicaid expansions for pregnant women and low-income children are an important exception. These expansions often served as sweeteners in budget reconciliation bills. See Schick 1990, 116. The long-term discretionary caps also played a contributing role. However the basic bias against discretionary programs already existed; it was only strengthened by the new procedures. It should also be noted that defense spending is entirely responsible for the decline in overall discretionary spending between 1990 and 1995. Spending on defense fell from 5.3 to 3.8% of GDP as the Soviet Union collapsed. By contrast, domestic discretionary spending rose slightly from 3.5% to 3.8% over this period. See Reischauer (1997b, 94). On the destabilizing effect of policy inheritances over the long run, see Rose and Davies (1994, 21). This dynamic of institutional layering, in whicch now institutions add to but seldom replace preexisting ones, appears to be quite common in American politics. See Orren and Skowronek 1994.
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