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ABSTRACT 

S o c i a l  S e c u r i t y  and o t h e r  programs t h a t  o p e r a t e  through F e d e r a l  t r u s t  

funds  were prominent ly  d i sp layed  a s  p a r t  of t h e  Federa l  budget beg inn ing  i n  FY 

1969. Controversy  i n  r e c e n t  y e a r s  over  t h e  adopt ion of v a r i o u s  s o c i a l  s e c u r i t y  

cu tbacks  i n  f o r m u l a t i n g  t h e  budget,  and c o n t i n u i n g  a t t e m p t s  t o  c o n s t r a i n  t h e i r  

c o s t s  f o r  d e f i c i t  r e d u c t i o n  purposes l e d  t o  a  number of l e g i s l a t i v e  p r o p o s a l s  

t o  make i t  p r o c e d u r a l l y  more d i f f i c u l t  t o  a l t e r  t h e  program f o r  budge ta ry  

reasons .  Measures enacted i n . 1 9 8 3 ,  1985, and 1987 made s i g n i f i c a n t  changes i n  

t h e  day s o c i a l  s e c u r i t y  would be t r e a t e d  i n  fo rmula t ing  t h e  budget.  
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SOCIAL SECURITY: HOW IS I T  TBEATED 
IN DETEBICINIW; THE FEDERAL BUDGET? 

S o c i a l  S e c u r i t y ,  Medicare and o t h e r  Federa l  programs t h a t  o p e r a t e  th rough  

t r u s t  funds  were f i r s t  prominent ly  d i sp layed  a s  components of  t h e  F e d e r a l  

budget i n  P r e s i d e n t  Johnson 's  proposed budget f o r  FY 1969. With passage  of  t h e  

Congress iona l  Budget and Impoundment Control  Act of 1974 (P.L. 93-3441, 

Congress adopted a  s i m i l a r  "unif ied"  approach f o r  fo rmula t ing  i t s  own v e r s i o n  

of t h e  Federa l  budget.  

Beginning i n  t h e  l a t e  1970s,  s o c i a l  s e c u r i t y  and Medicare i n c r e a s i n g l y  

were be ing  brought up i n  budget d e l i b e r a t i o n s .  Concern o v e r  t h e i r  growing 

c o s t s ,  t h e  p o s s i b l e  d u p l i c a t i v e  r o l e  they  performed wi th  o t h e r  programs, and 

t h e  f i n a n c i a l  problems plaguing t h e i r  t r u s t  funds  gave impetus t o  a  number of  

measures t o  c u r t a i l  c e r t a i n  b e n e f i t s .  A number of cu tbacks  were e n a c t e d  i n  t h e  

e a r l y  l98Os, but  t h e  emergence of enormous Federa l  budget d e f i c i t s  con t inued  

t h e  p r e s s u r e  t o  f i n d  p o s s i b l e  ways t o  curb  s o c i a l  s e c u r i t y  e x p e n d i t u r e s .  L/ 

Opposing concerns  about how repea ted  a t t e m p t s  t o  t r i m  b e n e f i t s  were e r o d i n g  t h e  

p u b l i c ' s  conf idence  i n  t h e  program spur red  on p roposa l s  t o  somehow keep s o c i a l  

s e c u r i t y  o u t  of budget t o t a l s  and s e p a r a t e  from t h e  budget p rocess  i t s e l f .  A 

number of  measures e v e n t u a l l y  were enac ted  in tended  t o  make i t  p r o c e d u r a l l y  

more d i f f i c u l t  f o r  Congress t o  enac t  s o c i a l  s e c u r i t y  changes f o r  budge ta ry  

reasons .  

1/ Such measures were included i n  t h e  Omnibus Budget R e c o n c i l i a t i o n  Ac t s  
of 1980 and 1981 and t h e  S o c i a l  S e c u r i t y  Amendments of 1983. 



LEGISLATIOM ALTERING SOCIAL SECURITY *S TBEATKEblT 
IN THE BUDGET PROCESS 

S e c t i o n  346 of t h e  S o c i a l  S e c u r i t y  Amendments of 1983 (P.L. 98-21, s i g n e d  

i n t o  law on  A p r i l  20 ,  1983)  r e q u i r e d  t h a t  beg inn ing  w i t h  t h e  budge t  f o r  FY 

1993,  income and e x p e n d i t u r e s  f o r  s o c i a l  secur i ty- -Old  Age, S u r v i v o r s ,  and 

D i s a b i l i t y  I n s u r a n c e  (OASDI )--and t h e  H o s p i t a l  I n s u r a n c e  (HI ) p o r t  i o n  o f  t h e  

Medicare  program would no l o n g e r  be i n c l u d e d  i n  t h e  t o t a l s  o f  t h e  budge t  

f o r m u l a t e d  by t h e  P r e s i d e n t  and Congress  and would be  "exempt f rom a n y  g e n e r a l  

budget  l i m i t a t i o n  imposed by s t a t u t e  on e x p e n d i t u r e s  . . . ." 2 1  - The 

Supp lemen ta ry  Medical  I n s u r a n c e  (SMI) p o r t i o n  of Medicare ,  a l t h o u g h  r e m a i n i n g  a 

component of t h e  o f f i c i a l  budget  f i g u r e s ,  was t o  be  more p r o m i n e n t l y  d i s p l a y e d  

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

The p r o v i s i o n  a l s o  r e q u i r e d  t h a t  f o r  FYs 1985-1992 t h e  S o c i a l  S e c u r i t y  and 

Medicare  programs be d i s p l a y e d  more p rominen t ly  i n  b o t h  t h e  P r e s i d e n t ' s  and 

c o n g r e s s i o n a l  budge t s  a s  s e p a r a t e  major  f u n c t i o n a l  c a t e g o r i e s  of t h e  budge t .  

P r i o r  t o  t h a t  t ime s o c i a l  s e c u r i t y  was d i s p l a y e d  i n  t h e  f u n c t i o n a l  c a t e g o r y  

known a s  income s e c u r i t y ,  which i n c l u d e d  o t h e r  c a s h  b e n e f i t  programs s u c h  a s  

c i v i l  s e r v i c e  r e t i r e m e n t  and d i s a b i l i t y ,  r a i l r o a d  r e t i r e m e n t ,  unemployment 

i n s u r a n c e ,  food  s t amps ,  and o t h e r  p u b l i c  a s s i s t a n c e  programs.  Med ica re  was 

d i s p l a y e d  i n  t h e  f u n c t i o n a l  c a t e g o r y  f o r  F e d e r a l  h e a l t h  a c t i v i t i e s ,  which  

i n c l u d e d  s u c h  programs a s  Medica id ,  h e a l t h  b l o c k  g r a n t s  t o  t h e  S t a t e s ,  

b i o m e d i c a l  r e s e a r c h  ( N I H  programs) ,  and e d u c a t i o n  and h e a l t h  t r a i n i n g  g r a n t s .  

2_/ T h i s  p r o v i s i o n  became s e c t i o n  710 o f  t h e  S o c i a l  S e c u r i t y  Act .  



P u b l i c  Law 99-177, t h e  Balanced Budget and Emergency D e f i c i t  Con t ro l  Act 

of 1985 ( s igned  i n t o  law on December 12,  19851, 2_/ inc luded  s e v e r a l  measures 

f u r t h e r  a l t e r i n g  t h e  budgetary t r ea tment  of s o c i a l  s e c u r i t y :  

S e c t i o n  261 a c c e l e r a t e d  t h e  "off-budget" t r e a t m e n t  of 
s o c i a l  s e c u r i t y ,  a s  p r e s c r i b e d  by t h e  S o c i a l  S e c u r i t y  
Amendments of 1983, t o  FY 1986 (from FY 1993). The measure 
d i d  not  a c c e l e r a t e  t h e  "off-budget" t r ea tment  of H I  ( i . e . ,  
H I  would no t  be taken "off-budget" u n t i l  FY 1993). The 
p r o v i s i o n  a l s o  s t a t e d  t h a t  no l e g i s l a t i o n  enac ted  a f t e r  
December 12,  1985, could  a u t h o r i z e  payments from t h e  
General  Fund of t h e  Treasury  t o  t h e  OASDI and H I  t r u s t  
funds  and v i c e  v e r s a  ( w i t h  t h e  excep t ion  of a p p r o p r i a t i o n  
measures f o r  which a u t h o r i t y  e x i s t e d  on o r  b e f o r e  t h a t  
d a t e ) .  4_/ 

However, f o r  t h e  purpose of  s e t t i n g  o u t  a  schedu le  f o r  
e l i m i n a t i n g  Federal  budget d e f i c i t s  by FY 1991, s e c t i o n  201 
s t i p u l a t e d  t h a t  t h e  r e c e i p t s  and e x p e n d i t u r e s  of t h e  s o c i a l  
s e c u r i t y  t r u s t  funds would be counted i n  measuring 
p r o j e c t e d  budget d e f i c i t s .  The p r o v i s i o n  r e q u i r e d  t h a t ' t h e  
P r e s i d e n t ' s  proposed budgets and congress iona l  budget 
r e s o l u t i o n s  be formulated i n  a  manner t h a t  adheres  t o  t h e  
" c r a m - - ~ u d m a n - ~ o l l i n g s "  schedule  f o r  d e f i c i t  r e d u c t i o n ,  and 
i n  t h i s  r e s p e c t  t h e  budgets developed dur ing  t h i s  p e r i o d  
would c o n t i n u e  t o  be u n i f i e d  ( b y  c o u n t i n g  s o c i a l  
s e c u r i t y ' s  income and  o u t g o  i n  de te rmin ing  Federa l  
d e f i c i t s ) .  5_/ 

S e c t i o n  252 r e q u i r e d  t h e  P r e s i d e n t  t o  reduce ( o r  s e q u e s t e r )  
Federa l  e x p e n d i t u r e s  t h a t  would o the rwise  be  a u t h o r i z e d  
( u s i n g  procedures  p r e s c r i b e d  i n  t h e  A c t ) ,  i f  p r o j e c t e d  
u n i f i e d  Federa l  budget d e f i c i t s  exceeded c e r t a i n  l e v e l s  

31  T h i s  was t h e  o r i g i n a l  e n a b l i n g  l e g i s l a t i o n  f o r  t h e  Gramm-Rudman- 
~ o l l i n ~ s  d e f i c i t  r e d u c t i o n  p r o v i s i o n s .  

4_/ T h i s  l a t t e r  i t e m  d i d  not  c r e a t e  p rocedura l  changes f o r  t h e  P r e s i d e n t  
o r  Congress.  B a s i c a l l y ,  i t  was a  s t a t ement  t h a t  no new p r o v i s i o n s  shou ld  b e  
e n a c t e d  i n  t h e  f u t u r e  t h a t  would a u t h o r i z e  new -forms of i n t e r f u n d  "payments" 
between t h e  Government's General  Fund and t h e  OASDI and H I  t r u s t  funds .  

z/ The Gram-Rudman-Hollings d e f i c i t  r e d u c t i o n  procedures  were a l t e r e d ,  
and t h e  time p e r i o d  over  which t h e  budget d e f i c i t s  would be  reduced t o  z e r o  was 
extended u n t i l  FY 1993 ( i n s t e a d  of  FY 19911, wi th  enactment o f  P.L. 100-119, 
s p e c i f i c a l l y  by t i t l e  I of t h a t  law, c i t e d  a s  t h e  Balanced Budget and 
Emergency D e f i c i t  Control  Reaf f i rmat ion  Act of 1987. Except f o r  t h e  2-year 
e x t e n s i o n  i n  a r r i v i n g  a t  a  balanced budget,  t h e  t r ea tment  of  s o c i a l  s e c u r i t y  
p r e s c r i b e d  by s e c t i o n  201 of t h e  1985 a c t  was no t  a l t e r e d  ( i . e . ,  f o r  purposes  
of s e c t i o n  201, t h e  budget would con t inue  t o  be formulated on a  u n i f i e d  b a s i s  
th rough  FY 1993).  



(which a l s o  were s p e c i f i e d  i n  t h e  Ac t ) .  S o c i a l  s e c u r i t y ' s  
f i n a n c i a l  o p e r a t i o n s  a g a i n  would be counted  i n  d e t e r m i n i n g  
t h e  magnitude of t h e  budget  d e f i c i t  f o r  t h i s  pu rpose .  
However, s o c i a l  s e c u r i t y  b e n e f i t s  ( i n c l u d i n g  c o s t - o f -  
l i v i n g  a d j u s t m e n t s )  would be exempt from any r e d u c t i o n  i n  
e x p e n d i t u r e s  t h a t  t h e  P r e s i d e n t  would be r e q u i r e d  t o  make. 
S o c i a l  s e c u r i t y  a d m i n i s t r a t i v e  expenses  would n o t  b e  
exempt. 6/ 

S e c t i o n  201 a l s o  added r e s t r i c t i o n s  on b r i n g i n g  up s o c i a l  
s e c u r i t y  changes i n  v a r i o u s  s t a g e s  of t h e  c o n g r e s s i o n a l  
budget  p r o c e s s .  The p r o v i s i o n  made i t  o u t  o f  o r d e r  f o r  
e i t h e r  t h e  House o r  S e n a t e  t o  t a k e  up changes  i n  s o c i a l  
s e c u r i t y  a s  p a r t  o f  a  r e c o n c i l i a t i o n  b i l l  o r  
r e c o n c i l i a t i o n  r e s o l u t i o n  7/ ( i n c l u d i n g  t h o s e  proposed  t o  
a c h i e v e  t h e  d e f i c i t  r e d u c t i o n  g o a l s  r e q u i r e d  by t h i s  same 
l a w ) .  8/ S e p a r a t e  v o t e s  i n  each  body--suspending o r  
o t h e r w i s e  a l t e r i n g  t h e  r u l e s  under  which t h e  r e s p e c t i v e  
b o d i e s  operate--would be r e q u i r e d  t o  make c o n s i d e r a t i o n  o f  
any  proposed s o c i a l  s e c u r i t y  changes p e r m i s s i b l e .  I n  t h e  
S e n a t e ,  t h i s  would r e q u i r e  approva l  by t h r e e - f i f t h s  of  i t s  
Members. 9_/ 

6_/ T h i s  t r e a t m e n t  of s o c i a l  s e c u r i t y  was no t  a l t e r e d  by P.L. 100-119. 
See  p r e v i o u s  f o o t n o t e .  

7_/ T h i s  i s  t h e  s t a g e  of  t h e  budget p r o c e s s  a t  which Congress  o r d i n a r i l y  
would make changes  i n  program laws t o  b r i n g  o v e r a l l  spending  and r e c e i p t s  i n  
l i n e  w i t h  t h e  budget  t a r g e t s  s e t  o u t  i n  an e a r l i e r  c o n c u r r e n t  budget  
r e s o l u t i o n .  An e a r l i e r  v e r s i o n  o f  t h i s  paper  had m i s t a k e n l y  s t a t e d  t h a t  
s e c t i o n  201 a l s o  made i t  o u t  of o r d e r  t o  b r i n g  up s o c i a l  s e c u r i t y  changes  i n  
t h e  budget  r e s o l u t i o n  s t a g e  of t h e  p r o c e s s ;  s e c t i o n  201 r e f e r r e d  o n l y  t o  
r e c o n c i l i a t i o n  measures.  

8_/ Or c o n f e r e n c e  r e p o r t s  t he reon .  

9 1  The p e r i o d  i n  which t h e  t h r e e - f i f t h s  r u l e  would a p p l y  was e x t e n d e d  
t h r o u g h  FY 1993 w i t h  enactment  of P.L. 100-119 (unde r  p r i o r  l a w ,  t h e  t h r e e -  
f i f t h s  r u l e  a p p l i e d  th rough  FY 1991). An a d d i t i o n a l  t e c h n i c a l  change  was 
i n c l u d e d  i n  P.L. 100-119 a l t e r i n g  S e n a t e  r u l e s  t h a t  p r e v i o u s l y  had t h e  e f f e c t  
o f  p e r m i t t i n g  w a i v e r s  of t h e  t h r e e - f i f t h s  r equ i r emen t  as i t  p e r t a i n e d  t o  t h e  
s o c i a l  s e c u r i t y  and o t h e r  p o t e n t i a l  " p o i n t s  o f  order ' '  a u t h o r i z e d  i n  t h e  1974 
and 1985 budget  a c t s .  
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