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ederal government spending involves a multi-step process in which budget authority is 
enacted and obligated, and outlays are generated. Budget authority is enacted in law; it 
provides federal agencies the legal basis to incur obligations. Obligations, which reflect 

such activities as employing personnel, entering into contracts, and submitting purchase orders, 
establish financial liabilities of the federal government. Outlays are payments that liquidate these 
obligations. This multi-step process can be illustrated as a spending pipeline (see Figure 1). For 
more information on the budget process, see the CRS Guides to Congressional Processes at 
http://www.crs.gov/products/guides/guidehome.shtml. 

Figure 1. The Spending Pipeline 

 
Budget authority, which is provided in appropriations acts and direct spending legislation, 
establishes the specific amounts made available for obligation. In some instances, however, 
budget authority is indefinite, providing “such sums as may be necessary” to achieve certain 
purposes. Budget authority may be made available for obligation for a one-year, multi-year, or 
no-year period. One-year, or annual, budget authority is available for obligation only during a 
specific fiscal year, and any unobligated authority expires at the end of that fiscal year; multi-year 
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authority is available for a period longer than one fiscal year; and no-year budget authority is 
available for an indefinite period. 

The Antideficiency Act (31 U.S.C. 1341-42; 1511-1519) prohibits agencies from obligating more 
budget authority than is provided in law. Certain adjustments (e.g., a rescission) may be made to 
cancel or reduce budget authority after it has been enacted in law. 

Outlay amounts included in budget documents are estimated amounts, and the actual outlays for a 
fiscal year may differ from the estimates. The estimated outlays are calculated using the historical 
spendout rates for each spending account and other factors. The spendout rate reflects the 
proportion of total budget authority for an account that will become outlays during a fiscal year. 

The amount of new budget authority enacted in a fiscal year does not necessarily equal the 
amount of outlays in that year. Figure 2 illustrates this using the President’s proposed FY2009 
budget. Most new budget authority made available is obligated and becomes outlays in the fiscal 
year for which it is enacted; $2,411 billion of the $3,026 billion of new budget authority is 
expected to become outlays in FY2009. 

However, a portion of the FY2009 new budget authority, $614 billion, either will be obligated, 
but will not become outlays until future years, or will remain unobligated until future years. This 
amount reflects multi-year and no-year budget authority for activities like construction, where the 
obligation and outlay of funds may occur over a period of several years. The remaining outlays 
for FY2009, $696 billion, are expected to derive from unobligated budget authority from prior 
years, reflecting previously enacted multi-year or no-year budget authority that will become 
outlays in FY2009. 
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Figure 2. Relationship of Budget Authority to Outlays for FY2009 

(billions of dollars) 

 
Source: Office of Management and Budget. Analytical Perspectives, Budget of the U.S. Government, Fiscal Year 2009 

(Washington: GPO, 2008), Chart 26-1, p. 402. 
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The Congressional Research Service (CRS) is a federal legislative branch agency, housed inside the 
Library of Congress, charged with providing the United States Congress non-partisan advice on 
issues that may come before Congress.

EveryCRSReport.com republishes CRS reports that are available to all Congressional staff. The 
reports are not classified, and Members of Congress routinely make individual reports available to 
the public. 

Prior to our republication, we redacted names, phone numbers and email addresses of analysts 
who produced the reports. We also added this page to the report. We have not intentionally made 
any other changes to any report published on EveryCRSReport.com.

CRS reports, as a work of the United States government, are not subject to copyright protection in 
the United States. Any CRS report may be reproduced and distributed in its entirety without 
permission from CRS. However, as a CRS report may include copyrighted images or material from a 
third party, you may need to obtain permission of the copyright holder if you wish to copy or 
otherwise use copyrighted material.

Information in a CRS report should not be relied upon for purposes other than public 
understanding of information that has been provided by CRS to members of Congress in 
connection with CRS' institutional role.

EveryCRSReport.com is not a government website and is not affiliated with CRS. We do not claim 
copyright on any CRS report we have republished.
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