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ABSTRACT 

Members o f  Congress have long  been i n t e r e s t e d  i n  l e g i s l a t i o n  t o  

b a l a n c e  t h e  Federa l  budget and l i m i t  Federa l  spending;  however, t h i s  

i n t e r e s t  u s u a l l y  dwindled when t h e  budget was i n  s u r p l u s  and t h e  deb t  

was be ing  r e p a i d .  Th is  paper examines t h e  h i s t o r y  o f  l e g i s l a t i o n  t o  

l i m i t  Federa l  spending th rough  t h e  94th  Congress ,  and summarizes i n  

d e t a i l  t h e  r e c o r d  o f  t h e  9 5 t h  Congress on such b i l l s  and amendments. 
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LEGISLATION TO LIMIT FEDERAL EXPENDITURES : 
PAST AND PRESENT 

I .  I n t r o d u c t i o n  

I n  t h e  95 th  Congress ,  numerous b i l l s  and amendments were i n t r o -  

duced proposing e x p e n d i t u r e  l i m i t a t i o n s  on t h e  Federa l  Government. 

Some o f  t h e  b i l l s  proposed a  balanced budge t ;  o t h e r s  proposed t h a t  

F e d e r a l  o u t l a y s  no t  exceed a  c e r t a i n  pe rcen tage  o f  t h e  g r o s s  n a t i o n a l  

p r o d u c t .  Congress ional  i n t e r e s t  i n  t h i s  t y p e  o f  l e g i s l a t i o n  i s  n o t  

new. Members o f  Congress have expressed  i n t e r e s t  i n  l e g i s l a t i o n  t o  

l i m i t  Federa l  spending s i n c e  t h e  1870 ' s ;  however, i n t e r e s t  u s u a l l y  

dwindled when t h e  budget was i n  s u r p l u s  and t h e  deb t  was b e i n g  r e p a i d .  

Th is  r e p o r t  b r i e f l y  examines t h e  h i s t o r y  o f  l e g i s l a t i o n  t o  l i m i t  Fed- 

d e r a l  spending from 1789 th rough  t h e  94 th  Congress,  and summarizes i n  

d e t a i l  t h e  r e c o r d  o f  t h e  95 th  Congress on  such b i l l s  and amendments. 

Th i s  r e p o r t  makes no a t t empt  t o  d e s c r i b e  and ana lyze  t h e  important  

macroeconomic i m p l i c a t i o n s  o f  p l a c i n g  l i m i t s  on F e d e r a l  e x p e n d i t u r e s .  

11. A h i s t o r y  o f  l e g i s l a t i o n  proposing a  balanced F e d e r a l  budget 
th rough  t h e  94 th  Congress 

A. Overview o f  l e g i s l a t i o n  t o  b a l a n c e  t h e  budget i n  t h e  
e i g h t e e n t h  and n i n e t e e n t h  c e n t u r i e s  

Balancing t h e  Federa l  budget was r a r e l y  a  c o n t r o v e r s i a l  i s s u e  i n  

t h e  e i g h t e e n t h  and n i n e t e e n t h  c e n t u r i e s  . During t h i s  p e r i o d ,  two fac- 

t o r s  c o n t r i b u t e d  t o  t h e  l a c k  o f  l e g i s l a t i o n  on t h i s  s u b j e c t .  F i r s t ,  

d e f i c i t s  were unusual excep t  i n  t imes  o f  war o r  economic d i s t r e s s .  

Frequent  s u r p l u s e s  were us .ual ly  more t h a n  s u f f i c i e n t  t o  o f f s e t  t h e  

o c c a s s i o n a l  d e f i c i t .  Second, most prominent s t a tesmen  and economists  
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agreed t h a t  t h e  budget  should  b e  ba lanced  i n  peacet ime.  T h i s  g e n e r a l  

consensus  o f  o p i n i o n  made l e g i s l a t i o n  r e q u i r i n g  a  ba lanced  budget 

s u p e r f l u o u s .  These two f a c t o r s  a r e  d i s c u s s e d  i n  more d e t a i l  below. 

B. L e g i s l a t i o n  t o  b a l a n c e  t h e  budget i n  t h e  e i g h t e e n t h  and 
n i n e t e e n t h  c e n t u r i e s .  

I n  t h e  l a t e  e i g h t e e n t h  and e a r l y  n i n e t e e n t h  c e n t u r i e s ,  cus toms 

d u t i e s  were o r d i n a r i l y  more t h a n  s u f f i c i e n t  t o  cover  t h e  minimal ex- 

p e n d i t u r e s  o f  t h e  Federa l  Government. During t h e s e  y e a r s  b e f o r e  t h e  

C i v i l  War, d e f i c i t s  were r a r e .  The m a j o r i t y  o f  t h e  d e f i c i t s  which d i d  

occur  were a t t r i b u t a b l e  t o  t h e  War o f  1812,  t h e  Mexican War o f  1846 

t o  1848 ,  t h e  r e c e s s i o n  o f  1837 t o  1839,  and t h e  r e c e s s i o n  o f  1857 t o  

1858.  Excluding t h e s e  y e a r s ,  o n l y  about t e n  d e f i c i t s  occur red  between 
1 / - 

1789 and t h e  C i v i l  War. Th i s  f i n a n c i a l  abundance p rec luded  congres-  

s i o n a l  i n t e r e s t  i n  l e g i s l a t i o n  t o  b a l a n c e  t h e  budge t .  

General  agreement on t h e  d e s i r a b i l i t y  o f  a  ba lanced  budget a l s o  

c o n t r i b u t e d  t o  a  l a c k  o f  c o n g r e s s i o n a l  i n t e r e s t  i n  l e g i s l a t i o n  t o  

b a l a n c e  t h e  budge t .  Most s t a t e smen  p u b l i c l y  s t a t e d  t h a t  o u t l a y s  

should  n o t  be al lowed t o  exceed r e c e i p t s ;  some even argued f o r  su r -  

p l u s e s  t o  r epay  t h e  n a t i o n a l  d e b t .  Alexander Hamilton,  s e r v i n g  a s  

t h e  f i r s t  S e c r e t a r y  o f  t h e  T r e a s u r y ,  sugges ted  i n  1795 t h a t  t h e  

1/ U.S. Department o f  t h e  T r e a s u r y .  S t a t i s t i c a l  Appendix t o  Annual 
.- 

Report  o f  t h e  S e c r e t a r y  o f  t h e  Treasury  on t h e  S t a t e  o f  t h e  
F i n a n c e s ,  f i s c a l  year  1977.  pp .  4-7. 
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t h e  n a t i o n a l  deb t  should  b e  r e p a i d  w i t h i n  30 y e a r s .  L a t e r  adminis-  

t r a t i o n s ,  such a s  J e f f e r s o n ,  Monroe, Adams , Jackson ,  and T a y l o r ,  

agreed w i t h  t h i s  phi losophy.  Economists such a s  John S t u a r t  M i l l  and 
11 - 

t h e  American, John McVickar , b a s i c a l l y  suppor ted  t h i s  o p i n i o n .  The 

common n i n e t e e n t h  c e n t u r y  p r a c t i c e  o f  s e t t i n g  a s i d e  money i n  a s i n k i n g  

fund f o r  r e t i r e m e n t  o f  t h e  n a t i o n a l  d e b t  a l s o  s u g g e s t s  t h a t  t h e r e  was 

l i t t l e  c o n t r o v e r s y  over  t h i s  i s s u e .  Th is  g e n e r a l  consensus  made l eg-  

i s l a t i o n  r e q u i r i n g  a ba lanced  budget unnecessa ry .  

One o f  t h e  f i r s t  l e g i s l a t i v e  approaches  t o  a balanced budget 

occur red  under t h e  Grant a d m i n i s t r a t  i o n  ( 1869-1877) . T h i s  a t  tempt 

occur red  i n  response  t o  t h e  d e p r e s s i o n  o f  t h e  e a r l y  1 8 7 0 ' s .  I n  1873, 

Rep. Henry L .  Dawes in t roduced  a r e s o l u t i o n  r e q u i r i n g  a r e d u c t i o n  i n  

e s t i m a t e d  e x p e n d i t u r e s  by depar tmenta l  heads  " t o  t h e  end t h a t  a l l  pos- 

s i b l e  e f f o r t  a t  r e d u c t i o n  be  exhausted b e f o r e  new burdens  be imposed 
2  / - 

upon t h e  people ."  Rep. James G a r f i e l d  o f f e r e d  a s u b s t i t u t e  r e s o l u -  

t i o n  " t h a t  p laced  d i r e c t l y  upon P r e s i d e n t  Grant t h e  r e s p o n s i b i l i t y  f o r  
31 

having e s t i m a t e s  rev i sed . " -  The House o f  R e p r e s e n t a t i v e s  adopted t h e  

1/ Lewis H.  K i m e l .  Federa l  Budget and F i s c a l  P o l i c y  1789-1958. - 
1959. pp.  1-60. 

2 /  Louis  F i s h e r .  P r e s i d e n t i a l  Spending Power. 1975. pp.  19-24. - 
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1 / - 
Gar f i e l d  s u b s t i t u t e  . Congress ional  approval  o f  l e g i s l a t i o n  mandat- 

ing  lower  e x p e n d i t u r e  e s t i m a t e s  i n  1873 c a n  be  a t t r i b u t e d  t o  t h e  

a d v e r s e  f i n a n c i a l  c o n d i t i o n s  o f  t h e  t i m e s .  I n  1873 and 1874,  F e d e r a l  

r e c e i p t s  f e l l  o f f  markedly  and budget s u r p l u s e s  were u n u s u a l l y  s m a l l .  

S e c r e t a r y  o f  t h e  T r e a s u r y  Will iam Richardson recommended " t h e  g r e a t e s t  
2  / - 

economy i n  a p p r o p r i a t i o n s  and e x p e n d i t u r e s  f o r  t h e  f u t u r e . "  

A f t e r  t h e  r e c o v e r y  from t h e  r e c e s s i o n  o f  t h e  1 8 7 0 1 s ,  d e f i c i t s  were 

no t  t roublesome u n t i l  1894. I n  f a c t ,  t h e  a d m i n i s t r a t i o n s  o f  C h e s t e r  

A r t h u r ,  Grover C leve land ,  and Benjamin H a r r i s o n  found s u r p l u s e s  t o  b e  

a  problem. Grover Cleveland even proposed a  t a x  r e d u c t i o n  t o  d e a l  

wi th  t h i s  " i n d e f e n s i b l e  e x t o r t i o n "  and " c u l p a b l e  b e t r a y a l  o f  American 
3  / 

f a i r n e s s  and j u s t i c e . " -  

C .  L e g i s l a t i o n  t o  b a l a n c e  t h e  budget  i n  t h e  t w e n t i e t h  c e n t u r y  

A t  t h e  end o f  t h e  n i n e t e e n t h  c e n t u r y ,  t h e  Federa l  Government ex- 

p e r i e n c e d  a  s e r i e s  o f  d e f i c i t s  due t o  i n c r e a s e d  F e d e r a l  spending f o r  

t h e  Panama Canal , t h e  Spanish-American War, pub1 i c  works , and pens ion  

b e n e f i t s .  Eleven d e f i c i t s  occur red  between 1894 and 1912. T h i s  

21  U.S. Department o f  t h e  T r e a s u r y .  Annual Report  on t h e  S t a t e  o f  t h e  - 
F i n a n c e s ,  f i s c a l  y e a r  1873.  p .  ix. 

31  Kimmel, o p .  c i t . ,  p .  73. - 
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s e r i e s  o f  d e f i c i t s  d i d  n o t  r e s u l t  i n  t h e  passage  o f  l e g i s l a t i o n  t o  

b a l a n c e  t h e  b u d g e t ;  i n s t e a d ,  Congress responded w i t h  b u d g e t a r y  and 

f i n a n c i a l  management re fo rms .  I n  1893, Congress s e t  up t h e  Dockery 

Commission t o  examine f i n a n c i a l  management p r a c t i c e s .  In  1897, t h e  

Cockre l l  Committee was s e t  up. These i n v e s t i g a t i o n s  were fol lowed b y  

by re fo rms  i n  account ing  and t h e  apportionment sys tem.  (The appor- 

t ionment sys tem i s  t h e  p r o c e s s  i n  which monies a r e  d i s t r i b u t e d  by t h e  

O f f i c e s  o f  Management and Budget t o  Federa l  a g e n c i e s  i n  o r d e r  t o  in-  

s u r e  e f f e c t i v e  and o r d e r l y  u s e  o f  a p p r o p r i a t e d  funds .  ) P r e s i d e n t  

Theodore Roosevel t  s e t  up t h e  Keep Commission i n  1905,  and P r e s i d e n t  

T a f t  e s t a b l i s h e d  t h e  Conmission on Economy and E f f i c i e n c y  i n  1910. 

These commissions s t u d i e d  t h e  budget p r o c e s s  and management p r a c t i c e s  
1 / - 

i n  t h e  exec.ut ive  depar tments .  

Congress responded t o  t h e  d e f i c i t s  between 1894 and 1912 w i t h  one 

a c t  t h a t  a t t empted  t o  prevent  budget d e f i c i t s ,  a l though  t h i s  ac t  d i d  

no t  s p e c i f i c a l l y  r e q u i r e  a  balanced budge t .  The Sundry C i v i l  Appro- 

p r i a t i o n  Act was passed by Congress i n  1909,  and became Pub1 i c  Law 

60-328. Th is  a c t  i n s t r u c t e d  t h e  S e c r e t a r y  o f  t h e  T r e a s u r y  and t h e  

P r e s i d e n t  t o  sugges t  measures  t o  reduce  e x p e n d i t u r e s  o r  r a i s e  reve-  

nues  i f  a  d e f i c i t  appeared p r o b a b l e .  I f  t h i s  was n o t  f e a s i b l e ,  new 

1 /  For a  d i s c u s s i o n  o f  t h e s e  i n v e s t i g a t i o n s  and re fo rms ,  s e e :  - 
F i s h e r ,  op . c i t  . , pp. 27-31. 
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l o a n s  o r  t a x e s  should  be  s u g g e s t e d .  Though t h i s  a c t  d i d  no t  r e q u i r e  

a  ba lanced  b u d g e t ,  i t  impl ied  t h a t  a n  a t t empt  t o  b a l a n c e  t h e  budget  

shou ld  p recede  t h e  i s s u a n c e  o f  new d e b t .  U l t i m a t e l y ,  t h e  a c t  was 
1 / - 

u n s u c c e s s f u l  i n  a c h i e v i n g  t h i s  g o a l .  World War I soon d i s t r a c t e d  

a t t e n t i o n  away from t h e  s u b j e c t  o f  a  ba lanced  F e d e r a l  b u d g e t ,  a s  

Congress chose  t o  c o n c e n t r a t e  on t h e  war e f f o r t .  

A f t e r  World War I ,  Congress a g a i n  focused i t s  a t t e n t i o n  on d e b t  

r e t i r e m e n t  and o n  b u d g e t a r y  re fo rm.  The V i c t o r y  L i b e r y  Loan Act o f  

1919 c r e a t e d  a  s i n k i n g  fund f o r  d e b t  r e t i r e m e n t .  Between 1920 and 

1930 ,  t h e  publ ic .  d e b t  o u t s t a n d i n g  was reduced by $ 8 . 1  b i l l i o n ,  from 
2  / - 

$24 .3  b i l l i o n  t o  $16.2 b i l l i o n .  I n  1919,  a n  impor tan t  budget r e -  

form b i l l  was passed by Congress;  however, P r e s i d e n t  Wilson ve toed  

t h e  b i l l .  I n  1921,  Congress passed and P r e s i d e n t  Harding s igned  t h e  

t h e  Budget and Accounting Act , an impor tan t  m i l e s t o n e  i n  budge ta ry  

re fo rm.  The a t t e n t i o n  paid  t o  d e b t  r e t i r e m e n t  and budge ta ry  re fo rm 

j u s t  a f t e r  World War I ,  i n  combinat ion w i t h  t h e  absence o f  d e f i c i t s  

between 1920 and 1930, r e s u l t e d  i n  l i t t l e  c o n g r e s s i o n a l  i n t e r e s t  i n  

l e g i s l a t i o n  t o  b a l a n c e  t h e  budget d u r i n g  t h e  1 9 2 0 ' s .  

-- 
11 J e s s e  Burkhead. Government Budget ing.  1965. p .  17 .  - 
2/  U.S. Department o f  t h e  Treasury .  S t a t i s t i c a l  Appendix t o  - 

Annual Report  o f  t h e  S e c r e t a r y  o f  t h e  Treasury  on t h e  S t a t e  o f  
t h e  F i n a n c e s ,  f i s c a l  year  1977.  p .  65. 
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The Great  Depress ion  o f  t h e  1 9 3 0 ' s  l e d  t o  l a r g e  u n i n t e r r u p t e d  

d e f i c i t s  between 1931 and 1940. These d e f i c i t s  t y p i c a l l y  ranged from 
1 / - 

$2 b i l l i o n  t o  $4 b i l l i o n .  Both Congress and t h e  e x e c u t i v e  s t r u g g l e d  

t o  a c h i e v e  improvement s  i n  economy and e f f i c i e n c y  , w h i l e  growing ex- 

p e n d i t u r e s  o c c u r r e d  f o r  r e c o v e r y  and r e l i e f  programs. These expendi-  

t u r e s  prompted d e b a t e  over  t h e  a p p r o p r i a t e  r o l e  o f  t h e  F e d e r a l  Govern- 

ment i n  f i s c a l  p o l i c y .  By t h e  midd le  o f  t h e  d e c a d e ,  Congressmen were 

i n t r o d u c i n g  l e g i s l a t i o n  r e q u i r i n g  a  ba lanced  budge t .  I n  1935,  Sen. 

M i l l a r d  E .  Tydings i n t r o d u c e d  a  r e s o l u t i o n  p r o h i b i t i n g  a p p r o p r i a t i o n s  

from exceeding revenues  u n l e s s  new t a x e s  o r  deb t  were a u t h o r i z e d .  Any 
21 - 

d e b t  i n c u r r e d  would have t o  b e  l i q u i d a t e d  w i t h i n  15 y e a r s .  No 

a c t i o n  was t a k e n  on t h i s  r e s o l u t i o n .  I n  1937,  Sen.  Tydings r e i n t r o -  

duced t h i s  r e s o l u t i o n  a s  S. J .  Res. 36.  Again,  Congress d i d  no t  a c t  
3  / - 

on t h e  p r o p o s a l .  

Rep. W .  D .  McFarlane t o o k  a  d i f f e r e n t  approach t o  b a l a n c i n g  t h e  

b u d g e t .  On March 1 8 ,  1936,  Rep. McFarlane in t roduced  H.R.11895. T h i s  

r e s o l u t i o n  would have g i v e n  t h e  P r e s i d e n t  a u t h o r i t y  t o  change t a x  

---------------- 

11 U.S. Department o f  t h e  T r e a s u r y .  o p .  c i t  . , p .  9 .  - 
2/  J .  Wilner Sundelson.  Budgetary Methods i n  N a t i o n a l  and S t a t e  - 

Governments. 1938.  pp.  414-415. 

31 L e g i s l a t i v e  Reference  S e r v i c e .  L i b r a r y  o f  Congress .  Diges t  of - 
P u b l i c  General  B i l l s .  75th  Congress .  F i r s t  S e s s i o n .  1937.  p .  97. 
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r a t e s  i n  o r d e r  t o  c o v e r  any proposed d e f i c i t  i n  h i s  annual  b u d g e t .  The 
11 - 

House Ways and Means Committee d i d  n o t  a c t  on t h e  b i l l .  

S i n c e  t h e  beg inn ing  o f  World War 11, members o f  Congress have  

expressed  a lmost  c o n t i n u a l  i n t e r e s t  i n  t h e  s u b j e c t  o f  a  ba lanced  bud- 

g e t ,  though no l e g i s l a t i o n  s p e c i f i c a l l y  r e q u i r i n g  a  ba lanced  budget  

was passed u n t i l  t h e  95th  Congress .  T h i s  i n t e r e s t  c a n  be  a t t r i b u t e d  

t o  t h e  f r equency  o f  budget  d e f i c i t s  d u r i n g  t h i s  p e r i o d .  I n  t h e  39 
2 I - 

y e a r s  between 1940 and 1978,  3 1  d e f i c i t s  o c c u r r e d .  Congress has  

responded t o  t h e s e  d e f i c i t s  w i t h  b u d g e t a r y  r e fo rm and w i t h  l e g i s l a -  

t i o n  t o  l i m i t  F e d e r a l  spend ing .  

I n  t h e  1 9 4 0 t s ,  Sen.  Tydings c o n t i n u e d  t o  i n t r o d u c e  l e g i s l a t i o n  t o  

b a l a n c e  t h e  budge t .  I n  1943,  h e  i n t r o d u c e d  S. J .  Res. 97 ,  a  c o n s t i t u -  

t i o n a l  amendment r e q u i r i n g  t h a t  a p p r o p r i a t i o n s  n o t  exceed r e c e i p t s .  

Rep. Disney i n t r o d u c e d  an i d e n t i c a l  b i l l  (H . J .  Res.  195)  i n  t h e  House. 
3  / - 

C o n g r e s s d i d n o t  a c t o n e i t h e r b i l l .  I n 1 9 4 7 ,  Sen. T y d i n g s a n d S e n .  

Br idges  i n t r o d u c e d  S. J .  Res . 61, a  c o n s t i t u t i o n a l  amendment s i m i l a r  

t o  t h e  e a r l i e r  p r o p o s a l .  T h i s  b i l l  was r e p o r t e d  t o  t h e  S e n a t e  f l o o r ,  

41 
b u t  r e c e i v e d  no f u r t h e r  c o n s i d e r a t  i o n .  

1/ John B.  Braden.  L e g i s l a t i o n  t o  Balance  t h e  Budget - P a s t  and P r e s e n t .  - 
Congress iona l  Research S e r v i c e ,  L i b r a r y  o f  Congress ,  1975.  p.  3 .  

21 U .  S. Department o f  t h e  T r e a s u r y .  op .  c  i t . ,  pp . 9-12. - 

3 /  George B .  Galloway. Reform o f  t h e  F e d e r a l  Budget. L e g i s l a t i v e  Research - 
S e r v i c e ,  L i b r a r y  o f  Congress ,  A p r i l  1950.  pp .  78-79. . 

4 /  - L e g i s l a t i v e  Reference  S e r v i c e ,  L i b r a r y  o f  Congress .  D iges t  of P u b l i c  
Genera l  B i l l s .  8 0 t h  Congress .  F i r s t  S e s s i o n .  1947.  pp .  x v ,  1 0 7 .  
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I n  1949,  Congress came c l o s e r  t o  p a s s i n g  a  r e s o l u t i o n  r e l a t i n g  t o  

a  ba lanced  F e d e r a l  budge t .  On Sept . 23, 1949 ,  Sen.  McClellan i n t r o -  

duced S. J .  131.  T h i s  r e s o l u t i o n  r e q u i r e d  t h e  P r e s i d e n t  t o  submit  a  

balanced budget f o r  f i s c a l  1951.  I n  a d d i t i o n ,  t h e  P r e s i d e n t  would 

submit  a  second budget  a s  he  saw f i t .  Congress cou ld  t h e n  compare 

t h e  two b u d g e t s  i n  o r d e r  t o  i d e n t i f y  p o s s i b l e  e x p e n d i t u r e  r e d u c t i o n s  

and revenue i n c r e a s e s .  S e n a t o r s  McClel lan ,  Ferguson,  Byrd, E a s t l a n d ,  

and S t e n n i s  o f f e r e d  S . J .  Res.  1 3 1  a s  a n  amendment t o  H.R.  1689 ,  t h e  

Execu t ive  Pay Ra i se  Act .  On Sep t .  2 9 ,  1949,  t h e  amendment passed t h e  

Sena te  wi thout  a  d i s s e n t i n g  v o t e ;  however,  t h i s  p roposa l  was dropped 
11 - 

i n  c o n f e r e n c e .  

I n  t h e  82nd Congress ,  t h e  i s s u e  o f  an  a l t e r n a t i v e  ba lanced  budget 

was a g a i n  c o n s i d e r e d  i n  t h e  Sena te .  The Sena te  Committee on Government 

O p e r a t i o n s  i n  1952 r e p o r t e d  f a v o r a b l y  S .  913,  a  b i l l  c r e a t i n g  a  J o i n t  

Committee on t h e  Budget. The Committee a l s o  approved an amendment t o  

S. 913,  r e q u i r i n g  t h e  submiss ion by  t h e  P r e s i d e n t  o f  two b u d g e t s ,  one  

o f  which had t o  b e  b a l a n c e d .  During t h e  c o n s i d e r a t i o n  o f  S. 913 on 

t h e  f l o o r ,  t h e  Sena te  r e j e c t e d  t h e  proposed amendment r e q u i r i n g  an 
2  1 - 

a l t e r n a t i v e  ba lanced  budge t .  

11 U .  S. Congress .  S e n a t e .  Committee on Government O p e r a t i o n s .  F i n a n c i a l  - 
Management i n  t h e  Federa l  Government, v .  11. (commit tee  p r i n t  p repared  
by  t h e  U.S. General  Accounting O f f i c e ) .  1971.  pp.  346-7. 

21 I b i d . ,  p .227.  - 
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L e g i s l a t i o n  r e q u i r i n g  a  ba lanced  budget h a s  been i n t r o d u c e d  i n  

e v e r y  Congress s i n c e  t h e  8 4 t h .  Hear ings  have been h e l d  on p r o p o s a l s  

t o  b a l a n c e  t h e  b u d g e t ,  most r e c e n t l y  i n  t h e  94 th  Congress b e f o r e  t h e  

Subcommittee on C o n s t i t u t i o n a l  Amendments o f  t h e  Senate  Committee on 
1 / -- 

t h e  J u d i c i a r y .  T o o u r k n o w l e d g e , n o n e o f t h e s e b i l l s i n t r o d u c e d  

between t h e  8 4 t h  and 94th  Congress have r e c e i v e d  s e r i o u s  c o n s i d e r a t  i o n  

on t h e  f l o o r  o f  e i t h e r  house .  I n s t e a d ,  Congress seems t o  have concen- 

t r a t e d  on income t a x  s u r c h a r g e s ,  e x p e n d i t u r e  c e i l i n g s ,  p u b l i c  d e b t  

l i m i t  l e g i s l a t i o n ,  and budge ta ry  re fo rm.  Though none o f  t h i s  l e g i s -  

l a t  i o n  s p e c i f i c a l l y  r e q u i r e d  a  ba lanced  budget , some b i l l s  and amend- 

ments were in tended  t o  l i m i t  Federa l  e x p e n d i t u r e s .  Other l e g i s l a t i o n  

e s t a b l i s h e d  a  balanced budget a s  a  g o a l ,  wi thou t  s p e c i f i c a l l y  r e q u i r -  

ing  t h a t  o u t l a y s  n o t  exceed r e c e i p t s  . One example o f  t h e  l a t t e r  t y p e  

o f  l e g i s l a t i o n  i s  H .R .  8363, t h e  Revenue Act o f  1964.  

The House Ways and Means Committee began h e a r i n g s  on H . R .  8363 

e a r l y  i n  1963. T h i s  t a x  r e d u c t i o n  b i l l  was in tended  t o  s t i m u l a t e  t h e  

economy i n  a  t ime  o f  economic s l a c k .  It was assumed t h a t  t h e  reduced 

t a x  r a t e s  would l e a d  t o  an i n c r e a s e  i n  t a x  r e c e i p t s .  I n  t h e  House 

passed v e r s i o n  o f  H . R .  8363, s e c t i o n  one o f  t h e  a c t  d e c l a r e d  t h a t  

1/ U.S. Congress .  S e n a t e .  Committee on t h e  J u d i c i a r y .  Subcommittee - 
on C o n s t i t u t i o n a l  Amendments. Balancing t h e  Budget. Hear ings ,  94 th  
Congress ,  1 s t  S e s s i o n ,  on S . J .  Res.  55 and S . J .  Res.  93.  S e p t .  23 
and Oct .  7 ,  1975. 
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i n c r e a s e d  r e c e i p t s  should be  used t o  e l i m i n a t e  t h e  d e f i c i t  and reduce  

t h e  p u b l i c  d e b t .  I n  a d d i t i o n ,  t h e  a c t  s t a t e d :  

. . . .To f u r t h e r  t h e  o b j e c t i v e  o f  ba lanced  b u d g e t s  i n  t h e  
n e a r  f u t u r e ,  Congress by t h i s  a c t i o n ,  r e c o g n i z e s  t h e  
importance o f  t a k i n g  a l l  r e a s o n a b l e  means t o  r e s t r a i n  
Government spending . . . . 

The Senate  s t r u c k  t h i s  p r o v i s i o n  from t h e  b i l l ,  b u t  agreed t o  i t s  r e -  

i n s e r t i o n  b y  t h e  confe rence  committee.  On Feb. 2 6 ,  1964, P r e s i d e n t  
11 .- 

Johnson s igned t h e  Revenue Act o f  1964, making it  P u b l i c  Law 88-272. 

Other l e g i s l a t i o n  between t h e  8 4 t h  and 9 4 t h  Congress was in tended  

t o  l i m i t  and c o n t r o l  Federa l  spend ing ,  wi thou t  r e s o r t i n g  t o  mandatory 

balanced b u d g e t s .  For example, a  c o n t i n u i n g  a p p r o p r i a t i o n s  b i l l  f o r  

1968 was amended i n  confe rence  t o  i n c l u d e  c e i l i n g s  on F e d e r a l  spend ing .  

The a c t  s t a t e d :  

. . . .  Federa l  o b l i g a t i o n s  and e x p e n d i t u r e s  i n  c o n t r o l l a b l e  
programs f o r  t h e  f i s c a l  yea r  1968 should b e  reduced by no 
l e s s  t h a n  $9,000,000,000 and $4,000,000,000, r e s p e c t i v e l y ,  
below t h e  P r e s i d e n t ' s  budget r e q u e s t s . .  . . 

I n  a d d i t i o n ,  t h e  a c t  provided f o r  two p e r c e n t  r e d u c t i o n s  i n  e s t i m a t e d  

o b l i g a t i o n s  f o r  personnel  c o s t s ,  and t e n  p e r c e n t  r e d u c t i o n s  i n  e s t i -  

mated o b l i g a t i o n s  f o r  a l l  o t h e r  c o s t s  i n  e v e r y  agency and depar tment .  

Th i s  l e g i s l a t i o n  was s igned by t h e  P r e s i d e n t  on Dec. 1 8 ,  1967,  becoming 
21 - 

P u b l i c  Law 90-218. 

------------- ------ 
11 - U.S. Congress .  S e n a t e .  Committee on Government O p e r a t i o n s ,  o p . c i t . ,  pp.4-6. 

2 1  I b i d . ,  pp. 6-7. - 
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111.  egisl la ti on i n  t h e  95th  Congress ~ r o ~ o s i n g  a ba lanced  budget 

The 95 th  Congress chose  a d i f f e r e n t  approach t o  l i m i t i n g  F e d e r a l  

spend ing .  It was l e s s  concerned w i t h  re fo rming  t h e  budget p r o c e s s  

t h a n  some prev ious  Congresses ,  and more concerned w i t h  l e g i s l a t i o n  

t h a t  r e q u i r e d  a ba lanced  budge t .  T h i s  concern  c a n  be  p a r t i a l l y  

a t t r i b u t e d  t o  C a l i f o r n i a ' s  P r o p o s i t i o n  1 3 .  

I n  t h e  95 th  Congress ,  two p i e c e s  o f  l e g i s l a t i o n  wi th  p r o v i s i o n s  

r e l a t i n g  t o  a ba lanced  budget were passed by Congress and s igned  i n t o  

law. One o f  t h e s e  laws was P.L. 95-435 (H.R. 9 2 l 4 ) ,  a u t h o r i z i n g  U.S. 

p a r t i c i p a t i o n  i n  t h e  supplementary  f i n a n c i n g  f a c i l i t y  o f  t h e  I n t e r n a -  

t i o n a l  Monetary Fund. An amendment t o  b a l a n c e  t h e  budget was i n t r o -  

duced on J u l y  31,  1978 by Sen.  Harry  F.  Byrd which s t a t e d :  

Beginning wi th  F i s c a l  Year 1981,  t h e  t o t a l  budget  o u t l a y s  
o f  t h e  F e d e r a l  Government s h a l l  not  exceed i t s  r e c e i p t  s  . - l /  

The Sena te  agreed t o  t h i s  amendment by a v o t e  of  58 t o  28.  On Septem- 

be r  14 ,  1978,  t h e  House agreed t o  a mot ion t o  i n s t r u c t  i t s  c o n f e r e e s  

t o  accep t  t h e  Byrd amendment. The f i n a l  c o n f e r e n c e  v e r s i o n  o f  t h e  

I n t e r n a t i o n a l  Monetary Fund b i l l  inc luded  t h i s  p r o v i s i o n  r e q u i r i n g  a 

ba lanced  budget by f i s c a l  1981. The P r e s i d e n t  s igned t h i s  b i l l  i n t o  

law on Oct . 10 ,1978 .  

11 Congress iona l  Record [ d a i l y  e d . ] .  v .  1 2 4 ,  n o .  117.  J u l y  31,  1978.  - 
p .  S12154. 
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A second b i l l  passed by t h e  95 th  Congress w i t h  a ~ r o v i s i o n  r e l a t -  

i n g  t o  a ba lanced  budget was t h e  F u l l  Employment and Balanced Growth 

Act o f  1978 (commonly known a s  t h e  Humphrey-Hawkins b i l l ) .  On March 

1 5 ,  1978,  Rep. John M. Ashbrook o f f e r e d  an amendment t o  H . R .  50,  t h e  

House v e r s i o n  o f  t h e  Humphrey-Hawkins b i l l .  Ashbrook' s amendment 

would no t  have r e q u i r e d  a balanced budge t ;  however, i t  would have 

e s t a b i s h e d  a balanced budget by 1983 a s  a g o a l  o f  t h e  Federa l  Govern- 

ment .  I n  a d d i t i o n ,  t h e  amendment would have r e q u i r e d  t h e  maintenance 

o f  t h i s  g o a l  a f t e r  1983. Reps. Max Baucus and B u t l e r  D e r r i c k  o f f e r e d  

an amendment t o  t h e  Ashbrook amendment i n  t h e  form o f  a s u b s t i t u t e .  

T h e i r  amendment e s t a b l i s h e d  a balanced budget a s  a g o a l  o f  t h e  Federa l  

Government, bu t  s e t  no t a r g e t  d a t e  f o r  t h i s  g o a l .  Rep. Ashbrook of -  

f e r e d  an amendment t o  t h e  Baucus-Derrick amendment r e i n s e r t i n g  i n t o  

H . R .  50 h i s  g o a l  of a balanced budget by 1983. The Ashbrook amendment 

t o  t h e  Baucus-Derrick amendment was d e f e a t e d  by a v o t e  of 215 t o  205. 

The Baucus-Derrick amendment o f f e r e d  a s  a s u b s t i t u t e  was agreed  t o  by 

a v o t e  of 411 t o  3 .  The Ashbrook amendment, a s  amended b y  t h e  Baucus- 

D e r r i c k  amendment, was accep ted  i n  a v o i c e  v o t e .  A s  a r e s u l t ,  when 

t h e  House s e n t  H.R .  50 t o  t h e  S e n a t e ,  The F u l l  Employment and Balanced 

Growth Act o f  1978 con ta ined  a goa l  o f  a balanced budge t ,  bu t  w i t h  no 

p a r t i c u l a r  t a r g e t  d a t e  f o r  ach iev ing  t h i s  g o a l .  

The Senate  took  up t h e  House v e r s i o n  o f  t h e  Humphrey-Hawkins b i l l  

a t  t h e  end o f  t h e  second s e s s i o n .  Various p o r t i o n s  o f  H.R .  50 were 
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amended b y  t h e  S e n a t e ,  bu t  t h e  g o a l  o f  a  ba lanced  budget remained i n  

t h e  b i l l .  No t a r g e t  d a t e  f o r  b a l a n c i n g  t h e  budget was i n c l u d e d  i n  

H.R .  50 a s  passed by t h e  Sena te .  The Sena te  completed a c t i o n  on t h e  

Humphrey-Hawkins b i l l  on Oct . 1 3 ,  1978, a g r e e i n g  t o  H . R .  50 by a  v o t e  

o f  70 t o  19 .  The House approved t h e  Sena te  amendments t o  H . R .  50 by 

a  d i v i s i o n  v o t e  o f  56 t o  14 .  The P r e s i d e n t  s igned  t h e  F u l l  Employ- 

ment and Balanced Growth Act o f  1978 on Oct .  2 7 ,  1978, making i t  

P.L. 95-523. 

S. 50,  t h e  o r i g i n a l  Senate v e r s i o n  o f  t h e  F u l l  Employment and 

Balanced Growth Act o f  1978,  never  r e c e i v e d  c o n s i d e r a t i o n  on t h e  f l o o r  

o f  t h e  Senate  because  t h e  House v e r s i o n  was accep ted  by Congress .  

N e v e r t h e l e s s ,  t h e  Sena te  Banking Committee c o n s i d e r e d  and amended t h i s  

v e r s i o n  o f  t h e  Humphrey-Hawkins b i l l .  One amendment accep ted  by t h e  

Senate  Banking Committee e s t a b l i s h e d  a  balanced budget a s  a  g o a l  o f  

t h e  Federa l  Government , without  a  t a r g e t  d a t e  f o r  ach iev ing  t h i s  g o a l .  

Th i s  language adopted by t h e  Senate  Banking Committee was s i m i l a r  t o  
1 / - 

t h e  language i n  H. R. 50 a s  s igned i n t o  law.  

The i s s u e  o f  a  balanced budget was a l s o  c o n s i d e r e d  by t h e  9 5 t h  

Congress d u r i n g  t h e  d e b a t e  over t h e  t a x  c u t  b i l l ,  P .L .  95-600 (H.R. 

13511).  On Oct .  9 ,  1978, Sen. Sam Nunn o f f e r e d  an amendment t o  t h e  

1/ U.S. Congress.  S e n a t e .  Committee on Human Resources and Committee - 
on Banking, Housing, and Urban A f f a i r s ;  Report t o  Accompany S. 50.  
1978. Rpt . no .  95-1177. 
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tax cut bill which proposed reductions in individual income tax rates 

during the period 1980 through 1983, These reductions would only 

go into effect if Federal spending met certain requirements. One of 

these requirements was a balanced budget by 1982.  he budget would 

be balanced only if outlays in the second concurrent resolution on the 

budget did not exceed receipts in that resolution.) The Senate agreed 

to the Nunn amendment by a vote of 65 to 20. On Oct. 12, 1978, the 

House agreed to instruct its conferees to accept the Nunn amendment 

by a vote of 268 to 135, However, the Nunn amendment did not become 

law. The conference committee dropped the Nunn amendment, and the 

House and Senate accepted the conference committee's decision. 

During the course of the 95th Congress, a substantial amount 

of other legislation proposing a balanced budget was introduced, but 

not acted upon, Some bills, such as H.J. Res. 56, would require that 

receipts exceed outlays until the national debt was repaid, After 

repayment of the debt, outlays could not exceed receipts except in 

times of war or national emergency, Other bills, such as HwJw Res, 41, 

would prohibit outlays from exceeding receipts, but would not require 

repayment of the national debt. Other proposals would prohibit 

appropriations, instead of outlays, from exceeding receipts. 

H.J. Res. 14 falls into this category. 
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The i s s u e  o f  b a l a n c i n g  t h e  budget  a l s o  a r o s e  i n  r e s p o n s e  t o  pe- 

t i t i o n s  by s t a t e  l e g i s l a t u r e s .  A t  l e a s t  twenty-two S t a t e s  have f o r -  

m a l l y  r e q u e s t e d  Congress t o  c a l l  a  c o n s t i t u t i o n a l  conven t ion  t o  
1 / - 

c o n s i d e r  a  c o n s t i t u t i o n a l  amendment t o  b a l a n c e  t h e  F e d e r a l  b u d g e t .  

(Congress  h a s  n o t  o f f i c i a l l y  r ecogn ized  a l l  t h e s e  p e t i t i o n s .  ) S i x  

o t h e r  s t a t e s  have r e q u e s t e d  t h a t  Congress p a s s  a  c o n s t i t u t i o n a l  amend- 

ment t o  b a l a n c e  t h e  budge t ,  and submit  t h i s  amendment t o  t h e  S t a t e s  

f o r  c o n s i d e r a t i o n .  

I V .  A H i s t o r y  o f  l e g i s l a t i o n  l i n k i n g  Federa l  spending t o  t h e  g r o s s  
n a t i o n a l  product  th rough  t h e  94 th  Congress 

I n  a d d i t i o n  t o  be ing  concerned about a  ba lanced  b u d g e t ,  some mem- 

b e r s  o f  Congress a r e  concerned about t h e  r e l a t i v e  s i z e  o f  t h e  F e d e r a l  

s e c t o r  i n  our  economy. L e g i s l a t i o n  l i n k i n g  Federa l  spending t o  t h e  

g r o s s  n a t i o n a l  product  (GNP) i s  a  r e f l e c t i o n  o f  t h i s  concern .  Such 

l e g i s l a t i o n  was f i r s t  i n t r o d u c e d  a f t e r  World War 11. 

The n a t i o n a l  income accoun t s  measure t h e  v a l u e  o f  t h e  f i n a l  prod- 

u c t  o f  economic a c t i v i t y .  It was n o t  u n t i l  a f t e r  World War I1 t h a t  

t h e s e  measures  were wide ly  used and known. To o u r  knowledge, t h e  

1/ David Huckabee . C o n s t i t u t i o n a l  Convention A p p l i c a t i o n s  : - 
Address ing t h e  Controversy  of  Counting S t a t e  A p p l i c a t i o n s  Re la t -  
i n g  t o  a D e f i c i t  Spending Amendment. Congress ional  Re s e a r c h  
S e r v i c e .  L i b r a r y  o f  Congress.  Sep t .  2 9 ,  1978.  p .  1-10. 
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f i r s t  proposed l e g i s l a t i o n  l i n k i n g  Federa l  spending t o  GNP occur red  

i n  1952. 

On May 1 6 ,  1952,  S e n a t o r s  T a f t  and Ferguson in t roduced  S. J .  

Res . 155.  Th is  c o n s t i t u t i o n a l  amenedment would have p r o h i b i t e d  "au- 

t h o r i z a t i o n  o f  e x p e n d i t u r e s  f o r  non-mi l i t a ry  purposes  i n  e x c e s s  o f  5  

p e r c e n t  o f  t h e  e s t i m a t e d  n a t i o n a l  income d u r i n g  any f i s c a l  y e a r . "  I n  

a d d i t i o n ,  t h e  r e s o l u t i o n  would have l i m i t e d  "Congress '  borrowing power 

t o  an amount n o t  i n  e x c e s s  o f  t h e  e s t i m a t e d  n a t i o n a l  income ...." On 

t h e  House s i d e ,  two i d e n t i c a l  r e s o l u t i o n s  were i n t r o d u c e d ,  H . J .  Res. 
1 / .- 

451 and 458. No a c t i o n  was t a k e n  on any o f  t h e s e  p r o p o s a l s .  

I n  1953,  t h r e e  d i f f e r e n t  b i l l s  l i n k i n g  Federa l  spending t o  GNP 

were i n t r o d u c e d .  H .  J .  Res. 236,  in t roduced  on A p r i l  2 ,  1953 by Rep. 

Marguer i te  Church, was i d e n t i c a l  t o  t h e  T a f t  r e s o l u t i o n  o f  1952. 

Rep. Ralph Gwinn in t roduced  H.  J .  Res. 326,  a  r e s o l u t i o n  t o  p r o h i b i t  

Federa l  Government c o m p e t i t i o n  w i t h  t h e  p r i v a t e  s e c t o r .  T h i s  r e s o l u -  

t i o n ,  in t roduced  on Aug. 3 ,  1953, l i m i t e d  i n c r e a s e s  i n  t h e  n a t i o n a l  

d e b t  and e x p e n d i t u r e s  t o  one-seventh o f  t h e  n a t i o n a l  pe rsona l  income. 

A t h i r d  r e s o l u t i o n  was in t roduced  on March 9 ,  1953 by Rep. Richard 

11 L e g i s l a t i v e  Reference S e r v i c e .  L i b r a r y  o f  Congress.  Digest  o f  - 
P u b l i c  General  B i l l s .  82nd Congress.  Second S e s s i o n .  1952. 
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Poff . T h i s  c o n s t i t u t i o n a l  amendment, H .  J .  Res. 217,  p r o h i b i t e d  appro- 

p r i a t i o n s  i n  e x c e s s  o f  20 pe rcen t  o f  t h e  p reced ing  y e a r ' s  n a t i o n a l  
1 / - 

income. No a c t i o n  was t a k e n  on any o f  t h e s e  b i l l s .  

In  1953,  t h e  n o v e l t y  o f  t h i s  approach t o  l i m i t i n g  Federa l  expen- 

d i t u r e s  i s  sugges ted  by  a  c o n v e r s a t i o n  between Rep. Pof f  and Rep. 

Coudert d u r i n g  a  h e a r i n g  b e f o r e  t h e  House Commit t e e  on Government 

Operat i o n s .  Rep. Pof f  was d i s c u s s i n g  h i s  r e s o l u t i o n  l i n k i n g  Federa l  

spending t o  GNP: 

Mr. P o f f :  Of c o u r s e ,  you unders tand  when I s a y  " t o t a l  
n a t i o n a l  income" I mean t h e  t o t a l  n a t i o n a l  
income n a t i o n w i d e ,  and not  t h e  t a x  revenue .  

M r .  Coudert :  I unders tand  t h a t .  You mean t h i s  f i g u r e  
t h e y  c a l l  t h e  g r o s s  n a t i o n a l  p roduc t?  

M r .  P o f f :  That i s  r i g h t  . 
This  c o n v e r s a t i o n  s u g g e s t s  t h a t  knowledge about t h e  n a t i o n a l  income 

accoun t s  was not  widespread i n  t h e  Federa l  Government, and p robab ly  
21 - 

l e s s  widespread among t h e  g e n e r a l  p u b l i c .  

Such l e g i s l a t i o n  con t inued  t o  b e  in t roduced  l a t e r  i n  t h e  decade  

o f  t h e  1 9 5 0 ' s .  On A p r i l  2 3 ,  1956,  Rep. Ralph Gwinn in t roduced  H . J .  

Res . 608. Th i s  c o n s t i t u t i o n a l  amendment would have p r o h i b i t e d  t h e  

11 L e g i s l a t i v e  Refe rence  S e r v i c e .  L i b r a r y  o f  Congress.  Diges t  o f  - 
Publ ic  General  B i l l s .  83rd Congress.  F i r s t  S e s s i o n .  1953.  

21 U .  S. Congress .  House. Committee on Government O p e r a t i o n s .  - 
L i m i t a t  i o n  o f  Federa l  Expend i tu res .  Hear ings ,  83rd  Congress ,  F i r s t  
S e s s i o n ,  o n  H.R .  2  and H. J .  Res. 22. A p r i l  1 3 ,  1953. pp .  8-11. 
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a u t h o r i z a t i o n  o f  e x p e n d i t u r e s  i n  e x c e s s  o f  r e c e i p t s ,  and t h e  a u t h o r i -  

z a t i o n  o f  e x p e n d i t u r e s  i n  e x c e s s  o f  one-s ix th  o f  t h e  n a t i o n a l  income. 

As wi th  p rev ious  b i l l s  o f  t h i s  t y p e ,  no a c t i o n  was t a k e n  by Congress 
1 / - 

on t h i s  p r o p o s a l .  

During t h e  y e a r s  from 1957 t o  1972, Congress seems t o  have d i s -  

p layed l i t t l e  i n t e r e s t  i n  l e g i s l a t i o n  l i n k i n g  F e d e r a l  spending t o  GNP. 

I n  t h e  93rd Congress ,  l e g i s l a t i o n  l i n k i n g  Federa l  spending t o  GNP was 

a g a i n  i n t r o d u c e d .  On Nov. 7 ,  1973, Rep. Jack  Kemp in t roduced  H.  J . R e s .  

816,  a c o n s t i t u t i o n a l  amendment l i m i t i n g  Federa l  r e c e i p t s  and expendi-  

t u r e s  t o  a c e r t a i n  pe rcen tage  o f  n a t i o n a l  income. The percen tage  

a p p l i c a b l e  i n  a p a r t i c u l a r  year  would be determined by a mathemat ical  

formula i n v o l v i n g  ~ r e v i o u s  y e a r ' s  r e c e i p t s  and GNP. The 93rd Congress 
21 - 

d i d  no t  t o  a c t  on Rep. Kemp's p r o p o s a l .  

Leg i s 1  a t  i o n  1 ink ing  Federa l  spending t o  GNP was a 1  so in t roduced  

i n  t h e  94 th  Congress.  On Aug. 3 ,  1976, Sen. James Buckley in t roduced  

S. 3784, t h e  Economic Recovery and Sus ta ined  Growth Act .  I n  t h e  House, 

Rep. John Ashbrook in t roduced  H. R. 15672, an i d e n t i c a l  r e s o l u t i o n .  

11 L e g i s l a t i v e  Reference S e r v i c e .  L i b r a r y  o f  Congress .  Digest  o f  - 
P u b l i c  General  B i l l s  and S e l e c t e d  R e s o l u t i o n s .  84 th  Congress .  
Second S e s s i o n .  1956. 

2/ Congress ional  Research S e r v i c e .  L i b r a r y  o f  Congress.  Digest  o f  - 
Publ ic  General  B i l l s  and R e s o l u t i o n s .  93rd Congress.  Second 
S e s s i o n .  1974. 
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The Economic Recovery and S u s t a i n e d  Growth Act proposed amendment s  t o  

t h e  Congress iona l  Budget Act t o  l i m i t  Federa l  spend ing .  I n  a d d i t i o n ,  

t h e  b i l l  proposed m o d i f i c a t i o n s  o f  t a x  and minimum wage law. I f  t h i s  

b i l l  had been e n a c t e d ,  t h e  growth o f  o u t l a y s  and new budget a u t h o r i t y  

approved i n  t h e  f i r s t  c o n c u r r e n t  r e s o l u t i o n  on t h e  budget  would have 

been r e s t r i c t e d  t o  t h e  pe rcen tage  r a t e  o f  i n c r e a s e  a n t i c i p a t e d  i n  t h e  

nex t  y e a r ' s  GNP. The 94th  Congress d i d  n o t  c o n s i d e r  t h e  Economic 

Recovery and Sus ta ined  Growth Ac t .  

V .  L e g i s l a t i o n  i n  t h e  9 5 t h  Congress l i n k i n g  F e d e r a l  spending t o  t h e  
g r o s s  n a t i o n a l  product  

The 9 5 t h  Congress demonstra ted  i t s  i n t e r e s t  i n  l e g i s l a t i o n  l i n k -  

ing F e d e r a l  spending t o  GNP d u r i n g  t h e  c o n s i d e r a t i o n  o f  t h e  Humphrey- 

Hawkins b i l l  and t h e  t a x  c u t  b i l l .  An amendment o f f e r e d  by Sen.  Sam 

Nunn t o  t h e  t a x  c u t  b i l l  (P.L. 95-600) proposed r e d u c t i o n s  i n  i n d i -  

v i d u a l  income t a x  r a t e s  i f  Federa l  spending met c e r t a i n  r e q u i r e m e n t s .  

One o f  t h e  requ i rements  was a  r e d u c t i o n  i n  t h e  r a t i o  of  F e d e r a l  o u t -  

l a y s  t o  GNP. Federa l  o u t l a y s  cou ld  no t  exceed 21.0 p e r c e n t  o f  GNP i n  

f i s c a l  1980,  20.5 p e r c e n t  i n  f i s c a l  1981,  20 .0  p e r c e n t  i n  f i s c a l  1982,  

and 19.5  p e r c e n t  i n  f i s c a l  1983.  The Nunn amendment was n o t  i n c l u d e d  

i n  t h e  f i n a l  v e r s i o n  o f  t h e  t a x  c u t  b i l l ,  a s  e x p l a i n e d  e a r l i e r  i n  t h i s  

r e p o r t  ( p .  1 3 ) .  
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Congress iona l  concern about t h e  s h a r e  o f  GNP accounted f o r  by 

Federa l  spending a l s o  s u r f a c e d  d u r i n g  t h e  c o n s i d e r a t i o n  o f  t h e  

Humphrey-Hawkins b i l l .  The Senate  Banking Commit t e e  amended S. 50,  t h e  

o r i g i n a l  Senate  v e r s i o n  o f  t h e  Humphrey-Hawkins b i l l ,  t o  e s t a b l i s h  a s  

a g o a l  o f  t h e  Federa l  Government a g r a d u a l  r e d u c t i o n  i n  t h e  r a t i o  o f  

Federa l  o u t l a y s  t o  GNP. By 1981,  t h e  goa l  o f  t h e  Federa l  Government 

would be t o  reduce Federa l  o u t l a y s  t o  n o t  more t h a n  21 p e r c e n t  o f  GNP. 

By 1983, t h e  g o a l  would be t o  reduce o u t l a y s  t o  no t  more than  20 per-  
1 / - 

c e n t  o f  GNP. Th is  v e r s i o n  o f  t h e  Humphrey-Hawkins b i l l  was never  

c o n s i d e r e d  on t h e  f l o o r  o f  Congress.  I n s t e a d ,  t h e  House and Sena te  

deba ted  and passed H.R.50, t h e  House v e r s i o n  o f  t h e  Humphrey-Hawkins 

b i l l .  

On Oct .  1 3 ,  1978,  Sen. Wil l iam Proxmire o f f e r e d  an amendment t o  

H . R .  50 t h a t  would have e s t a b l i s h e d  a s  a g o a l  o f  t h e  Federa l  Government 

a g r a d u a l  r e d u c t i o n  i n  t h e  s h a r e  o f  GNP accounted f o r  by Federa l  out-  

l a y s .  The g o a l  i n  t h e  Proxmire amendment was i d e n t i c a l  t o  t h e  g o a l  

i n  S. 50,  a s  passed by t h e  Senate  Banking Committee. Sen. Edmund 

Muskie o f f e r e d  an amendment t o  H.R.50 i n  t h e  form o f  a s u b s t i t u t e  f o r  

t h e  Proxmire amendment. The Muskie amendment d i d  n o t  s e t  s p e c i f i c  

1/ U.S. Congress .  S e n a t e .  Committee on Human Resources and Committee - 
on Banking, Housing, and Urban A f f a i r s .  Report t o  acc 
1978. Report no .  95-1177. 
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numer ica l  g o a l s  f o r  o u t l a y s  a s  a  p e r c e n t a g e  of  GNP. I n s t e a d ,  i t  e s -  

t a b l i s h e d  a s  a  g o a l  t h e  lowest  r a t i o  o f  o u t l a y s  t o  GNP c o n s i s t e n t  w i t h  

n a t i o n a l  needs  and p r i o r i t i e s .  The Muskie amendment t o  t h e  Proxmire 

amendment passed 56 t o  34. The Proxmire amendment t o  H.R.50, a s  

amended by t h e  Muskie amendment, passed i n  a  v o i c e  v o t e .  As a  r e -  

s u l t ,  when t h e  Humphrey-Hawkins b i l l  was s igned  by t h e  P r e s i d e n t ,  i t  

inc luded  a s  a  g o a l  a  r e d u c t i o n  i n  o u t l a y s  a s  a  p e r c e n t a g e  of  GNP t o  

t h e  lowest  l e v e l  c o n s i s t e n t  w i t h  n a t i o n a l  n e e d s .  It d i d  no t  i n c l u d e  

s p e c i f i c  numer ica l  g o a l s  f o r  t h e  r a t i o  o f  o u t l a y s  t o  GNP. 

Other b i l l s  l i n k i n g  o u t l a y s  t o  GNP were i n t r o d u c e d  i n  t h e  9 5 t h  

Congress ,  b u t  no t  a c t e d  upon. For example, H . R .  9010 would have amend- 

ed t h e  Congress iona l  Budget Act o f  1974 t o  l i m i t  t h e  annual  i n c r e a s e  

i n  o u t l a y s  t o  t h e  average pe rcen tage  i n c r e a s e  i n  GNP over  t h e  p r e v i o u s  

t h r e e  c a l e n d e r  y e a r s .  H.J.Res.964 and S.706 a r e  examples o f  o t h e r  

b i l l s  i n  t h i s  c a t e g o r y  which t h e  95 th  Congress d i d  no t  c o n s i d e r .  

V I  . Conc 1 us i o n  

The 9 5 t h  Congress passed l e g i s l a t i o n  r e q u i r i n g  a  ba lanced  F e d e r a l  

budget by 1981. It a l s o  e s t a b l i s h e d  a s  a  g o a l  o f  t h e  F e d e r a l  Govern- 

ment t h e  lowest  r a t i o  o f  o u t l a y s  t o  GNP c o n s i s t e n t  w i t h  n a t i o n a l  needs  

and p r i o r i t i e s .  I n t e r e s t  i n  t h i s  t y p e  o f  l e g i s l a t i o n  i s  no t  new, bu t  

t h e  95 th  Congress seems t o  have been more a c t i v e  i n  t h i s  a r e a  t h a n  many 

p rev ious  Congresses .  ~ i s t o r i c a l l ~ ,  c o n g r e s s i o n a l  i n t e r e s t  i n  t h i s  
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t o p i c  h a s  tended t o  v a r y  w i t h  t h e  s u r p l u s  o r  d e f i c i t  p o s i t i o n  o f  t h e  

Federa l  budge t ,  and w i t h  t h e  p r e v a i l i n g  o p i n i o n  on  f i s c a l  p o l i c y .  I f  

no d e f i c i t  e x i s t e d ,  o r  i f  everyone agreed on t h e  need f o r  a  d e f i c i t ,  

t h e r e  would be l i t t l e  i n t e r e s t  i n  l e g i s l a t i o n  r e q u i r i n g  a  ba lanced  

F e d e r a l  budget . 


