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Calendar No. 357

[ REPORT

SENATE

99-162

9913 CONGRESS
Ist Session

BALANCED BUDGET—TAX LIMITATION CONSTITUTIONAL
AMENDMENT

Ocroser 23 (legislative day, OctoBER 21), 1985.—Ordered to be printed

Mr. THURMOND, from the Committee on the Judiciary,
submitted -the following

REPORT
together with
ADDITIONAL AND MINORITY VIEWS

[To accorﬁpany S.J. Res. 13]

he Committee on the Judiciary, to which was referred the joint
slution (S.J. Resi'13) proposing an amendment to the Constitu-
0 require a balanced Federal budget and to limit taxing and
nding, having considered the same, reports favorably thereon
‘amendments and an amendment to the title and recommend
t the joint resolution as amended do pass.

I. TEXT OF SENATE JOINT RESOLUTION 13

> text of Senate Joint Resolution 138 as reported by the Com-
ittee on the Judiciary reads as follows:

oint resolution proposing an amendment to the Constitu-
tion relating to a Federal balanced budget and tax limi-
tation

each House concurring therein), That the follow-

g article is proposed as an amendment to the Constitu-
he jUnlted States, which shall be valid to all in-

and purposes as part of the Constitution if ratified by

glslatures of three-fourths of the several States
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within seven years after its. submlssmn to the States for
ratification:

“ARTICLE —

“SecTtioN 1. Prior to-each ﬁscal year, the Congress shall
adopt a statement for that year in which total outlays are
not. greater than total receipts. The Congress may amend
such statement provided amended outlays are not greater
than amended receipts. With the approval of three-fifths of
the whole number of both Houses, the Congress, in such
statement, may provide for a specific excess of outlays over
receipts. Actual outlays shall not exceed the outlays set
forth in such statement.

“SrcrioN 2. Total receipts in the statement adopted pur-
suant to this article shall not increase by a rate greater
than the rate of increase in national income in the previ-
ous year, unless a majority of the whole number of both
Houses shall have passed ‘a bill directed solely to approv-
ing specific additional receipts and such bill has become
law.

“Secrion 3. The Congress may waive the provisions of
this article for any fiscal year in which a declaration of
war is in effect.

“Secrion 4. This article shall take effect for the second
iing after its ratification.”

ponsored. by the following Mem-
, Mr. Hatch, Mr. DeConcini, Mr.
ecter;. Mr. Abdnor; Mr.
oldwater; Mrs.- Hawkins,
r. McClure, Mr. Nickles,

Mr. Nunn, Mr.
Mr. Trible, Mr. Wall \
East, Mr. Exon, Mr. He ms, M Mr,

Mr. Pryor Mr. Gramm, Mr. Boschwitz, Mr. Rudman, Mr. Murkow-
sk1, Mr. Dole, Mr. Humphrey, Mr. Warner, Mr. Johnston, Mr. Pres-
sier, Mr. Burdick, Mr. Roth, Mr, Stevens, Mr. Kasten, Mr. Bentsen,
Mr. Stennis, and Mr. McConnell.

II. SUMMARY

Efforts to secure a constitutional rule to require a balanced Fed-
eral budget and to limit the growth of Federal spending have inten-
sified as the Federal government’s persistent failure to balance its
budget has produced debt of nearly $2 trillion ($2,000, 000,000,000)
and as the Federal share of the economy has contmued to increase.

It is the Committee’s view that, in large measure, the nation’s
economic problems are attributable to these facts. Unacceptable
levels of inflation, and unemployment, as well as enormous foreign
trade imbalances, can be traced directly or indirectly to the fiscal
policies and practices of the national government.

In proposing Senate Joint Resolution 13, the Committee seeks to
re-establish constitutional limitations upon Federal 1i,pemding and
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formal and informal constitutional provisions and which have been
_eroded over the course of recent years. The abandonment of the
. ;;“unwrltten constitution” requirement of balanced budgets, the pas-
_sage of the 16th Amendment, and the development of new judicial
_doctrines concerning the Federal spending authority are some of
ures that have contributed to the present: situation .in
jere is virtual absence of external constraints upon the
y of Congress to spend.

eyc1fically, the proposed amendment addresses a serious spend-
ng bias in the present fiscal process arising from the fact that
Members of Congress do not have to cast votes in behalf of new
taxes in order to accommodate new spending programs. Rather
than having to cast such politically disadvantageous votes, they
may either resort to increased levels of deficit spending or allow
he tax system, through “bracket creep,” to produce annual, auto-
1atic tax increases.

- Members of Congress, thus, are free to respond to the concentrat-
ed pressures of spending interest groups—and reap the political ad-
yantages of doing so—without having to reap concomitant political
disadvantages by reducing spending programs favored by some
her“spendmg interests or by expressly raising taxes.

sult is that spending continues 1nexorab1y to rise whatever
ine will of the people. This result is an essentially un-
ic and unresponsive process that enables Members of Con-
o avoid ultimate accountability for their spending and taxing
ions. It is the existence of this institutional bias that convinces
ommittee that a constitutional solution is now required.

nate Joint Resolution 13 proposes to overcome this spending
restoring the linkage between Federal spending and taxing
ns. It does not propose to read any specific level of spending
taxing forever into the Constitution and it does not propose to
,krude ‘the Constitution into the day-to-day spending and taxing
emsmns of the representative branch of the government. It merely
oses to create a fiscal environment in which the competition
n the tax-spenders and the tax-payers is a more equal one—
vhich spending decisions will once more be constrained by
able revenues.

'he amendment would establish a balanced budget
:deral fiscal policy. It could be overcome, however,
- votes in both Houses of Congress. Section 2 of the
ould prohibit the Federal government from consum-
creasing share of the national economy unless Members of
ere willing to go on record in support of the necessary
doing this. The conjunction of sections 1 and 2 would
ffective spending limitation, unless Congress was willing
ewdaxes to account, for increased spending.

tee does not view this amendment as a panacea for
omic problems of the nation. Its Members have differing
ions for overcoming these problems. The Committee, how-
the amendment as a major step toward securing a
ent in which fiscally responsible policies will be
ble, as well as an env1ronment more conducive




bias in the present pohtlcal process
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The Commiittee believes Senate Joint Resolution 13 to represent
both - responsible economic’ pelicy ‘and responsible ‘constitutional
policy. It believes, too, that passage of this resolution would consti-
tute an appropriate response by Congress to the pending applica-
tions by nearly two-thlrds of the States for a constltutmnal conven-
tion on this issue. ‘

In these views, the Committee beheves that 1t is in agreement

with President Ronald Reagan who wrote in 1980, o

. Excessive Federal spendmg and deficits have become S0
engrained in government today that a constitutional
amendment is necessary to limit this spending. I shall con- .
tinue to emphasize the need for such an amendment

And, in these views, the Committee believes that it is in ag'reement
W1th the overwhelming number of the American people who have

behalf of ever-increasing

le ls"of Federal government spending. Whether such spe nding is
d by «hzgher taxes or new debt, most of the economic prob-

V he nation in recent years are ultimately caused
spending. High interest rates, and the re-
nt and productivity, as well as unaccept-
; nt, all follow when the government uses
ane Cess resources, leaving too little for
' If the Federal Reserve Board
prob ems by increasing the
' esupply of goods and serv-

money supply faster tha;n
1ces, mﬂatlon results

government spending over the past
to evolving notions of the role of t ‘ ecto

the American citizenry—i.e., a genuine shift in the W111 and desire
of the people—it is the contentlon of this Committee that a sub-
stantial part of this growth stems from far less benign factors.

In short, it is the Committee’s view that the American political
process is defective insofar as it is skewed toward artificially high
levels of spending, i.e., levels of spending that do not result from a
genuine will ‘and desire on the part of the people. It is skewed in
this direction because of the characteristics of the fiscal order that
have developed in this country in recent decades. It is a fiscal order
in which Members of Congress have every political incentive to
spend money and almost no incentive to forego such spending. It is
a fiscal order'in which spending decisions have become increasingly
divorced from the availability of revenues.

‘,,e a response

Concentrated benefits—dispersed costs

It is 1mportant first to understand what some economists and po-
» tist have' described as tl:ée concentrahted beneﬁt—d'

any given spending program normally are concentrated within a
tively small class of beneficiaries, while the costs of such a pro-
m are dispersed throughout a relatively large class of persons,
‘ the taxpayers. Thus, those parties who benefit from a particu-
ding measure stand to benefit greatly while those who bear
sts are affected insignificantly. The Italian economlst Pareto
it in these terms,

et us suppose that in a country of thirty million inhab-
itants it is proposed, under some pretext or other, to get
each citizen to pay out one franc a year, and to dlstrlbute
the total amount amongst thirty persons. Every one of the
beneficiaries will receive one million francs a year. The
two groups will differ very greatly in their response to this
ituation.. Those who hope to gain-a mﬂhon a year will
now: no-rest by day or night. They will win newspapers
over to their interest by financial inducements and drum
support from all quarters. A discreet hand will warm
ilms of needy legislators, even of ministers. ... .

n the other hand, the despoiled are much less active. A
deal of money is needed to launch an electoral cam-
. Now there are insuperable material difficulties mili-
‘against asking each citizen to contribute a few cen-
- One has to ask a few people to make substantial
ributions. But then; for such people, there is the likeli-
d. that their individual contribution ‘to the ‘campaign
ainst the spoliation will exceed the total amount they
d to lose by the measure in question. . . . When elec-
n day comes, similar difficulties are encountered.

ose who hope to: gain a million apiece have agents ev-
ywhere, who descend in swarms on the electorate,
ging the voters that sound and enlightened patriotism
s for the success of their modest proposal. They will go
her if need be, and are quite prepared to lay out cash
he necessary votes for returning candidates in their
1 contrast the individual who is threatened with
"franc a year—even if he is fully aware of what
not for so small a thing forego a picnic in the
11 out with useful or congenial friends, or get
side of the ‘mayor or the perfect. In these cir-
he outcome is not in doubt; the spoilators will
Wn Cours d Economze Polztzque (1896)

g’eneral spendmg programs are more popu-
ith people than higher taxes. The potential benefici-
Of a spendmg program are often a numerlcal minori-

e‘ toﬁ oppose it. The rising cost
neurrent rohferatmn of
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to vote for spending programs favored by such groups. We
may; in fact; be entering ‘an era in which governmental
processes: are-overwhelmed by the naked demands of in-
creasingly well-organized and effective interest groups. It
is this concern that has led me to look with favor on even
preemptory devices for offsetting the existing bias toward
larger ‘Federal spending and borrowing. AEIl Economist,
April 1979

The:competition, then, between the tax-spenders and.the taxpay-
ers is a highly unequal one; it is not at all surpising that the
former should prevail so frequently. It is simply not worth the
while of the individual taxpayer to spend as much time and effort
to save himself a few cents or a few dollars on some program as it
is for spending interests to secure millions or even billions of dol-
lars for themselves. The spending interests tend to be intense and
passionate in focusing-upon individual spending measures likely to
accrue to their benefit, while those who logically would be the most
concerned about such spending, the taxpayers, tend to be diffuse
and unorganized. Spending interests-are politically visible and ar-
ticulate and able to reward or punish legislators with their orga-
nized- electoral support -or non-stpport: Meanwhﬂe, taxpayers are
politically inarticulate, only barely able to perceive their self-inter-
est in the context of isolated pieces of legislation. It is only when

~the spending programs are aggregated that the taxpayer begins to

kII impact of such spending. Thus, it is only matural that
however sincerely comm1tted to fiscally respon51b1e

Professor Charles
has observed,

benefits therefrom In many cases, the benefits from a par-
ticular program to a partxcular person represent a large
part of that person’s total income, while the tax cost to the
beneficiary of that program is miniscule. Such direct bene-
ficiaries of program A therefore are strongly motivated to
organize, work, and lobby for the the adoption and growth
of that program There is no countervallmg incentive for
taxpayers in general to organize; work, and lobby against
program A in isolation because any individual taxpayer’s:
share of program A is miniscule. Since elected representa-
tives inevitably respond to lobbying efforts, there is a high
probability that program ‘A will be adopted even if the
sum of the benefits therefrom are less than the sum of the
costs.

The purpose of ‘Senate Joint Resolutlon 13 is to create a more
equal ‘competition between spending interests and taxpayer inter-
ests by reducing the structural bias toward higher spending within
the Federal fiscal system: that contributes:to the current 1mpar1ty
By reducmg the bias; and creatmg a more. neutral e vir
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ch this competition can take place, it is the expectation
rittee that the representative processes will be more re-
ind ‘accountable to the genuine desires and interests of
_at large with respect to levels of public expenditures. As
llan Meltzer: of Carnegie-Mellon  Universtiy has ob-

by changmg the ground-rules under which spend-
decisions are made can we expect to obtain the out-
e Whlch people desire.

roposed amendment addresses two elements of the spend-
is; the access members of Congress have to deficit spending
e avallablhty to members of Congress of annual, automatic
eases, Each of these elements enable Members of Congress

havmg to vote new taxes in order to finance new spending.

nding

t element of the spending bias relates to the virtually un-
cess that members of Congress have to deficit. spending.
wwritten constitution” requirement of budget balance has
garded in recent years, Members of Congress no longer
ained in their ability to increase spending by the concom-
‘to increase ordinary revenues. Permissible levels of
10 longer are defined, as they traditionally have been, by
evenue available. In consequence, Members of Congress
o satisfy the demands of particular spending interests,
obtain the resulting political advantages, without having
a) reduce spending for some other spending interest and
resulting political disadvantages, or (b) increase tax reve-
ncurring the resulting political disadvantages.

~of Congress do not have to reduce levels of spending for
ogram in order to accommodate increases in other programs
1ere i no effective limit as to how much Congress may
ts budget. Once the traditional linkage has been severed
ding and revenues, there is no need for Members to
ies as between alternative spending proposals; each
imply by increasing the level of the deficit. The
it spending enables Members to avoid the hard
aving to choose among spending proposals and
themselves some element of political disadvan-
itical advantage.

ngress do not-have to incredse revenues in order
ncreased spending because levels of spending no
lated in any meaningful way to levels of revenue.
nly is there no need for Congress to antagonize any
terest in the process of supporting a:given spend-
here is no need to antagonize taxpayers general-
raise their tax burdens; Again, there is no-ele-
dvantage Members of Congress are required to
‘ he pohtlcal advantages of respondmg to the
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ly While the benefits of the measure usually will be understood
immediately by it§ beneficiaries, the costs=in the form~of higher
future :taxes, higher future inflation, and higher future interest
rates—usually ‘will be evident only at some remote time. Indeed,
there may be:no political costs whatsoever unless those who suffer
from these ‘economic ills are sophisticated enough to understand
the cause-effect relationship between the earher spendmg and the
later symptoms. .

Automatie tax increases

The second element of the spending bias addressed by Senate
Joint ‘Resolution 13 relates to the access Members of Congress
have, under our present system, to annual, automatic tax in-
creases. As a result of the interaction between inflation (or real
economic growth) and a progressive system of taxation, the public
sector normally consumes a higher share of the national product
each year. As individuals earn more dollars, whether they are real
or nominal, an increasing share of these dollars are paid to the
government in taxes. Economlsts have referred to this as “taxfla-
tion” or ‘‘tax bracket ereep.”

In consequence, Members of Congress do not have to expressly
vote for higher taxes in order to increase revenue levels As Profes-
sor Baird has observed. .

ith “bracket creep”, it is poss1ble for members to raise
' domg nothmg whmh is conmderably less painful

h e ccrue automatlcally to Members of Congress,
through inaction. Members are able to satisfy spending interests,
and to obtain resulting poht al advantages, without having to ex-
plicitly raise taxes and incur the wrath of the taxpayers. There is
no visible or apparent ﬁnancmg of mcreased spendmg revenues.

Approach of Senate Jomt Resolutwn 15’

In seeking to reduce the spending blas in our present system—
the ‘unlimited availability of deficit “spending and the access to
automatic tax increases—the major purpose of Senate Joint Resolu-
tion 13 is to ensure that, under normal circumstances, votes by
Congress for increased spending will be ‘accompanied either by
votes (a) to reduce other spending programs or (b) to increase taxes
to pay for such programs. For the first time since the abandonment
of the traditional balanced budget requirement; Congress will be
required to cast some politically difficult vote as a precondition for
a politically attractive vote to increase spending.

Section' 1. of the proposed amendment would address the first ele-
ment of the spending bias—unlimited access by Members of Con-
gress to deficit spending-—by requiring a three-fifths vote of each
House: of Congress before the Federal government could engage in
such spending. Such a procedure would not prohibit deficit spend-
ing, but would simply reestablish, as a norm, a budget in balance
rather than one in deficit. A consensus greater than a normal
ority would be required to vio ‘ :

eram area by either reduced spending in another program
creased taxes. The political advantages resulting from
iew spending then would be matched, at least to some
untervailing political disadvantages.
_of the proposed amendment would address the second
e spending bias—the availability of annual, automatic
es—by requiring Congress to cast an express vote to in-
xes before it could take advantage of increased levels of
Othervnse, the level of revenues available to the Federal
t, relative to the national economy, would not be permit-
> ease from year to year. In the absence of an express tax
se voted by Congress, the public sector could no longer, as is
he case, grow at the expense of the private sector.
Section 1 would ensure, as a norm, that Federal spending
hed by Federal revenues, Section 2 would ensure that such
s are not raised without political cost to Members of Con-
uld also ensure that the balanced budget is not regular-
t increasingly high levels by permitting taxes to in-
bly each year. Congress no longer could remain
taxes to rise automatically, in the process under-
ost elementary notions of political accountability.
ess could make available to itself greater amounts of
ew spending initiatives, it would have to stand up in
he public and place itself on record in behalf of such in-

\;rtant also to recognlze the impact upon the ‘budget
Sectg.on 1 operatmg in conjunction with Section 2. The
itation provision in Section 2 and the balanced budget
. Section 1 work to produce an effective spending limita-

',‘Mllton Friedman observes in this regard,

th the concepts of balanced budget and spendmg limi-
are right and are combined in Senate Joint Resolu-
t is:more sophisticated than it appears on the
ctions 1 and 2 together achieve a limit on total
a balanced budget statement. It is an effec-
my opmlon to limit government. receipts
the one hand, and to produce a balanced

ate Joint Resolution 13 effects a subtle, but im-
the psychology of the budget process. Under the
_spending interest, in effect, competes with the
e the total ante in the Federal treasury. As noted,
mterests ‘normally prevail in this competition.
ver, in which some form of spending ceiling
_interests suddenly will be competing with
sure themselves a certain proportion of a
sasury. Not only will spending interests
i O(Iied programs merit fund-
1dditic
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desirability, not simply in terms of whether or not a program is de-
sirable at all. An element of competition among the spending inter-
ests will be introduced into the budget process, undoubtedly to the
long-term interests of those who finance the spending programs fa-
vored by these interests.” o

Thus, the proposed amendment would make it easier for well-
meaning, but beleaguered Members of Congress to exercise fiscal
responsibility in making their policy decision. There would be an
external constraint, something beyond. their own ability to resist
the importunities of the spending interests, upon which they could
rely. As Professor Roger Freeman of the Hoover Institution has
noted: S ~

It is not that Members of Congress do not wish to
produce a balanced budget but that under the circum-
stances they can only ‘do so ata grave political risk ‘to
their survival; They need a-defense against excessive de-
mands  which allows them to say “no” to a multitude of
pressure groups. Such a defense cannot be built by statute
because any act of Congress can be amended or repealed
by this Congress or the next. Only a constitutional amend-
ment can impose credible and  effective “spending re-
straints. Vo

Prdféésor James Buchanan goes on to elaborate:

The fault lies not in the bad intentions of elected politi-
cians. The basic causes for the dramatic, and readily ob-
servable, shift in U.S. fiscal habits after World War 1I and
notably after 1960 are not hard to identify. Keynesian
teachings had succeeded in effectively repealing an impor-
tant element of the unwritten fiscal constitution within
which American politics had been carried out throughout
almost two centuries of its history. = i

Much of the argument in this and other sections has drawn upon
Professor Buchanan’s work, in conjunction with Professor Richard
Wagner, Democracy in Deficits, Academic Press (1977).

In summary, the purpose of Senate Joint Resolution 13 is to
eliminate political process which allows members to avoid having
to vote for higher taxes in order to pay for higher spending and to
establish a more genuinely neutral environment within which the
budget competition occurs. The proposed amendment does not
define what constitutes or what does not constitute a responsible
budget, but only defines the institutional framework within which
such budgets can be put together. Rather than Federal Govern-
ment spending increasing inexorably, whatever the desires of the
citizenry, the amendment would ensure that such spending is set at
levels more reflective of their genuine desires. ~
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_THE SPENDING BIAS N QUR PRESENT FISCAL SYSTEM THAT PRODUCES UNDEMOCRATIC RESULTS
: WHICH DO NOT REFLECT THE GENUINE WILL OF THE PEOPLE

" Elements responsible for bia

Operation of bias

Approach: of S.J. Res. 13

Aty of deficit spending)

“{“taxflation”" or “bracket

for increased ‘taxes .in. order to finance
increases- in spending. They may. simply
engage in greater fevels of deficit spend-
ing

nyf of automatic’ tax i~ Members can satisfy spending inferests and

incur resulting political advantages with-
out having to incur countervailing . politi-
cal disadvantages by voling toraise

+ Actess to borrowed-fund {accessibil- - Members of Congress: do not*have to vote - Would - eliminate “the two elements  of our

fiscal - system- responsible for the spend-
ing: bias: Sec. 1 established a. norm of 2
balanced budget .and requires a three-
fifths majority to engage in deficit spend-
ing. Sec. 2 requires an explicit  record
vote of Congress before the Federal Gov-
ernment. may--collect a greater share of
the national- income. Given' public. opinion
foday, 'secs. 1 “and -2 would create a
spending - imit. Pending interests - would
compete against one another for a share
of ‘a fixed spending level rather - than
against taxpayers for -an -increasingly
high spending level. . Members would be
forced: to balance -countervailing political
advantages and disadvantages in voting
for new spending programs

faxes or:by. voting-to reduce programs:::.

[ favored by other spending interests

IV. PROVISIONS OF SENATE JOINT RESOLUTION 13

ction 1-of the proposed amendment addresses the present
ing: bias resulting from an unlimited ‘access Congress has to
t spending. It would establish the norm of a balanced Federal
ret, 1.e., one in which government outlays do not exceed govern-
ceipts. This norm could be overcome upon the vote of three-
he total :membership of each House of Congress to ap-
ecific level of deficit. Congress would be required to adopt
nitial budget for a given fiscal year prior to that fiscal year,
oitld be permitted to amend such budget at any subsequent

‘the initial budget and any amended budget. would be
he limitations established in this section. Congress and
nt both would have continuing responsibilities to ensure
ending levels established in the budget were maintained.

n 2. of the proposed amendment addresses the spending
from the access Congress has to annual, automatic
ases (‘‘tax bracket creep”’). It is designed to ensure that
equired in Section 1 does not occur at levels-
taxing that result in the public sector continually
creasing portion of the national product. Under

es Id be?rquired:tq adopt a level of receipts
‘that sent

d a kryoportion, of
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Operating in conjunction with the balanced budget requirement of
Section 1, Section 2 would establish a similar ceiling on outlays for
any fiscal year. This ceiling could be overcome whenever an. abso-
lute majority of the membership of each House of Congress passed
a bill. approving specific additional receipts. . Such bill would be sub-
ject to Presidential approval or disapproval. Tax indexing would be
one means by which compliance could generally be achieved with
this provision. ‘ '

Section §

Section 3 would authorize Congress to waive any of the require-
ments imposed upon it by this amendment for a fiscal year in
which a declaration of war is in effect. ’

Section 4

Section 4 establishes as the effective date of this amendment the
second fiscal year beginning after its ratification. The requirements
of this amendment would, in their entirety, be applicable for such
fiscal year. : i e

V. HISTORY OF SENATE JOiNT RESOLUTION 13

In 1975, efforts commenced within: the States to petition Congress
for a constitutional convention under Article V of the Constitution
for the purpose of considering a balanced budget constitutional
amendment. Under Article V, there are two methods by which the
Constitution can be altered. The first method, the method by which
each of the first 26 amendments to the Constitution has been ef-
fected, ‘requires the proposal of an amendment by two-thirds of
each House of Congress, and ratification ‘by three-fourths of the
States. The second method, ‘that being currently pursued by: the
States ‘with regards to the balanced ‘budget amendment, requires
the proposal ‘of an amendment by & constitutional convention
called by Congress in response to the applications of two-thirds of
the States. Ratification by three-fourths of the States is then neces-
sary before the amendment becomes part of the Constitution. (For
more discussion: of this procedure, see Senate Report No. 99-135,
the “Constitutional Convention Implementation Act™.)

‘While the second method has never been directly responsible for
securing an amendment to the Constitution, efforts in the early
years of this century by the States to call a convention to propose
an amendment to provide for the direct election of Senators were
forestalled only when Congress on its own proposed the 17th
Amendment. ;

Although sporadi¢ efforts at-calling a national convention on the
subject of a balanced budget had been made in the past, the effort
begun - in 1975—under the leadership of such organization as the
National Taxpayers Union and the American Farm Bureau Feder-
ation~is ‘the first to attract serious national attention. To date,
thirty-two states (see Table 1) have applied for a constitutional con-
vention on this subject; although there remains some dispute as to
whether or not each of these applications are constitutionally valid.
Under Article V. Congress-is ‘obliged” (to use the words of Alex
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der Hamilton in The Federalist No. 85) to call a convention upon
the applications of 34 of the present fifty states.

companion effort in the States also deserves mention for con-
buting to a political environment receptive to constitutional ini-
ive concerning spending and taxing. Under the leadership of
‘National Tax Limitation Committee, a growing number of
es in the mid 1970’s began to consider placing spending and
ng limitations within their constitutions (see section XIII). The
t highly publicized of these efforts were the successful Proposi-
3 and Proposition 4 efforts in California. :
esponse to these efforts in the States, as well as out of their
__conviction as to the need for a constitutional restraint upon
gress’ fiscal authority, members of the Senate Judiciary Sub-
ittee on the Constitution began efforts early in the 96th Con-
s to develop a constitutional proposal satisfying State demands
an effective and appropriate limitation upon the fiscal author-
of Congress. Given the broad range of diverse constitutional
iments introduced by different members to require balanced
r to establish various spending and tax limitations, the
this Committee was to develop a consensus measure that
ttract the support of as many proponents of a constitution-
ative as possible. The achievement ‘of this consensus has
he focus of much of the efforts that have taken place in the

e on the Judiciary since that time.

BLE 1, STATE LEGISLATURES WHICH HAVE PASSED BALANCED BUDGET AMENDMENT

APPLICATIONS
Measure “Year adopted
. HIR 227, Act 302 1976.
HIR 17 1982.

.............. SIR 1002, HCM 2003 1979, 1977.
HIR 1 1979.

SiM 1 . 1978;

HCR 36 1975.

......... Seni: Memorial No: 234, HM 2801....... 5 1976,
.- Res. Act No.-93, HR No. 469-1267 1976,

“HCR T...., 1979.

SR8 ; 1979.
SIR'1 : , 1979,
SCR 11661 i 1978,

- SCR 4, SR 73, HCR 269 N 1979, 1978, 1975,
-8R 4 (Original}, Md JR 77 (Enrolled) ....... .. 1975,
2. HCR 51 1975.

SCR 3 g 1983.
LR 106 1976
- SIR 8, SIR 2 1979, 1977.
1979.
1976,
1979:
1975,
1976,
1977,
w1976
. 1976
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TABLE 1.—STATE LEGISLATURES WHICH HAVE PASSED BALANCED BUDGET AMENDMENT
APPLICATIONS—Continued : :

State Measure Year adopted

Virginia SIR 36 1976.

WYOMING . oo vrnsiiebitvienseieisbonnssmniossarios HIR 12 (Original) IR ‘1 (Enro’!}ed) : 1977

Saurce: Mationat Taxpayers Union. . :

Eight days of hearings were held on this subject during the 96th
Congress by the Subcommittee on the Constitution. On March 12,
1979, testimony was heard from Senator Robert Dole of Kansas,
Senator Edmund Muskie of Maine, Senator Strom Thurmond of
South Carolina, Senator John Stennis of Mississippi, and Senator
Harry Byrd, Jr. of Virginia. On May 23, 1979, testimony was heard
from Senator James McClure of Idaho, Secretary of Treasury Mi-
chael Blumenthal, Senator Dennis DeConcini of Arizona, and Sena-
tor Carl Levin of Michigan. On July 25, 1979, testimony was heard
from Senator Richard Lugar of Indiana, Senator John Heinz of
Pennsylvania, Senator Richard Stone of Florida, and Senator Mal-
colm Wallop of Wyoming. On October 4, 1979, testimony was heard
from Lane Kirkland, Secretary-Treasurer of the AFL-CIO, Thomas
O‘Neil, III, Chairman of Citizens for the Constitution, James David-
son, Chairman of the National Taxpayers Union, and Marshall
Beil, a representative of the New York Bar Association’s Commit-
tee on Federal Legislation. On October 11, 1979, testimony was
heard from Senator David Pryor of Arkansas, Alice Rivlin, Direc-
tor of the Congressional Budget Office, Martin Gerber, Vice-Presi-
dent of the United Auto Workers, Allan Grant, President of the
American Farm Bureau Federation, and Jay Van Andel, Chairman
of the Board of the United States Chamber of Commerce.

On November 1, 1979, testimony was heard from Senator Roger
Jepsen of Iowa, Alan Greenspan, former member of the Council of
Economic Advisers, Philip Saunders, Professor of Economics at the
University of Indiana, Richard Everett, Vice President of the Chase
Manhattan Bank, Merlyn Carlson, Vice-President of the National
Cattlemen’s Association, Lewis Uhler, President of the National
Tax Limitation Committee, and Craig Stubblebine, Director of the
Center for the Study of Law Structures at Claremont Men’s Col-
lege. On January 14, 1980, testimony was heard in Mobile, Ala-
bama from Senator Thad Cochran of Mississippi, Ronald E. Bird,
Professor of Economics at the University of Alabama, Tyrone
Black, Professor of Economics at the University of Southern Missis-
sippi, Kenneth Giddens, President of WKRG-TV, William Hearin,
Publisher of the Mobile Press Register, and Thomas Druey, Pub-
lisher of Quest Publications. On February 22, 1980, testimony was
heard in Salt Lake City, Utah from Robert Crawford, Professor of
Economics at Brigham Young University, Jefferson Fordham, Pro-
fessor of Law at the University of Utah, Timothy Meeding, Assist-

ant Professor of Economics at the University of Utah, Jewell Ras-
mussen, University of Utah, Glenn Lewis, Utah Couneil of Small
Business, David Tomlinson, Chairman of the Utah delegation to
- the White House Conference on Small Business, Jt
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Lake City, Robert Hansen Utah Attorney General, and Utah State
,; lvi‘;aptrt';esentatlve Norman' Bangerter, Gray Brockbank, and Kevin
- Following these hearings as well as extensive consultation with
he Senate Balanced Budget Caucus, under the leadership of Sena-
ors Richard ‘Lugar, David Boren, and William~ Armstrong, five
niembers of the Subcommittee on the Constitution introduced
enate Joint Resolution 126 (Senators Orrin-Hatch, Strom Thur-
nond, Dennis DeConcini, Howell Heflin, and Alan Simpson). On
Jecember 18, 1979, this measure was reported out of the Subcom-
tee on the Constitution by a 5-2 vote. On March 15, 1980, how-
ver, Senate Joint Resolution 126 was defeated by a narrow 9-8
1argin in the full Committee on the Judiciary.
enate Joint Resolution 126 was re-introduced during the 97th
ngress, first as Senate Joint Resolution 9, then as Senate Joint
olution 43, and finally as Senate Joint Resolution 58 with the
e principal sponsors as during the previous Congress. A com-
on bill (HdJ. Res. 100) was introduced in the House by Rep.
p Bafalis of Florida: Four additional days of hearings were con-
,.again by the Senate Subcommittee on the Constitution
the chairmanship of Senator Hatch. On ‘March 11, 1981, tes-
ny was heard from Senator William Armstrong of Colorado,
r David Boren of Oklahoma, Senator Richard Lugar of Indi-
nator Howell Heflin of Alabama, State Senator James Clark
yland, and Roger Freeman, Senior Fellow, Hoover Institu-
On. April 9, 1981, testimony was heard from Senator John
of Pennsylvania, Laurence Silberman, Vice-President' of
r National Bank, San Francisco, California, Lowell Harris,
of Economics at Columbia University, Charles Baird, Pro-
[ Economics at California State University (Hayward),
el!, President, South Carolina Farm Bureau, representing
erican Farm Bureau Federation, and Professor George
ich, Prof_'essor of Law at the University of South Carolina.
0, testimony was heard from George Snyder, President,
ting, Legislative Director, National Taxapyer’s Union,
haker, Executive Vice President of the National Tax
n Committee, Craig Stubblebine, Director of the Center
tudy of Law Structures at Claremont Men’s College, and
or Carl Curtis of Nebraska. On May 29, testimony was
nix, Arizona from Alvin Rabushka, Senior Fellow,
on, Robert Matthews, Phoenix Chamber of Com-
Morris, Arizona Tax Research Association, Robert
hamber of Commerce, Paul Jones, Valley National
es Weaver, Sun City Homeowners Association.
981, the Subcommittee on the Constitution favorably
ate Joint Resolution 58 by a 4-0 vote following an
ure of a substitute offered by Senator Hatch.
asic concept of Senate Joint Resolution 126
er of substantive and perfecting changes
Om st es as Senate Joint Reso-
Nunn May 19,
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On July 12,1982, the Senate began consideration of S.J. Res. 58.

Following the adoption of a package of amendments by Senators
Domenici and Chiles (clarifying that nothing in the amendment
was designed to.confer impoundment authority upon the President;
altering the base period in section 2.for determining growth in the
economy; and.adding a new section obligating Congress to.“enforce
and implement” the provisions of the amendment); and the accept-
ance of an extremely controversial amendment by Senator: Arm-
strong (establishing a permanent level of national debt and requir-
ing a three-fifths vote to increase the size of the debt), the Senate
on - August 4, 1982 by a vote of 69-31 proposed S.J. Res. 58 as an
amendment to the United States Constitution. This marked the
first time that either House of Congress had approved such a meas-
ure. e : :
On October 1, 1982, the House of ‘Representatives, following ‘a
successful ‘discharge petition effort, considered' H.J. Res; 450, the
House counterpart of S.J. Res. 58, This occurred under the leader-
ship of Rep. Barber Conable (R-NY) and Rep. Ed Jenkins (D-Ga.).
Although a substantial majority of the House voted in'behalf of the
amendment it fell short of the necessary two thirds vote by a 236-
187 margin: ‘This followed ‘the rejection of a substitute balanced
budget amendment which was endorsed by a sufficient number of
Members such that more than two-thirds of the Members of the
House were recorded as being in favor of one form or another of a
balanced budget constitutional' amemdment. :

In the 98th Congress, S.J. Res. b was introduced on January 26,
1983, and referred to the Senate Judiciary Committee. On Febru-
ary 22, 1983, S.J. Res. 5 was referred to the Subcommittee on the
Constitution. The Subcommittee,  chaired "by Senator Orrin G.
Hatch, held two days of hearings on the resolution. On December
12, 1983, the Subcommittee met in Los Angeles, California, and re-
ceived testimony from Senator Pete Wilson of California; James D.
Davidson, National Taxpayers Union; Congressman William D.
Dannemeyer of California; Lew Uhler, National Tax Limitation
Committee; Roy Ash, Committee for a Responsible Federal Budget;
Professor John T. Noonan, University of California Berkeley Law
School; Gerald W. McEntee, President of the American Federation
of State, County, and Municipal Employees; Martyn Hopper, Na-
tional Federation of Independent Business; Richard Johnson, Cali-
fornia Chamber of Commerce; Carl Jones, Legislative Director of
Congress of California Seniors; John Gamper, California Farm
Bureau Federation; George C. Shaw, California Teachers Associa-
tion; Professor Robert Goldstein, TJCLA School of Law on behalf of
the Southern California Region of the American Jewish Congress;
and Professor William Craig Stubblebine, Claremont-McKenna Col-
lege. On March 6, 1984, the Subcommittee held a second day of
hearings. The following witnesses and organizations presented tes-
timony: James Davidson, National Taxpayers Union; Carol Cox,
Committee for a Responsible Federal Budget; Lew Uhler, National
Tax Limitation Committee; Professor Steven A. Reiss; Professor
William Craig Stubblebine; the National Association of Manufac-
turers; the National Association for the Advancement of Colored

ple (NAA! Nati Education Associ:
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;;?n Farm Bureau Federation; and the National Association of Re-
altors.

On March 15, 1984, the Subcommittee on the Constitution ap-
roved S.J. Res. 5 by a 4-1 vote and recommended the meastre to
the full Committee. On September 13, 1984, the Senate Judiciary
Committee approved S.J. Res. 5 with an amendment offered by
enator DeConcini approved on June 7, 1984, by the margin of 11~
. The DeConcini amendment added a new section 3 relating to ex-
utive authority and renumbered subsequent sections. Due to an
arly adjournment to accommodate ‘the 1984 presidential election,
ne ran out in the 98th Congress before S.J. Res. 5 could come to
Senate for a vote.
In the 99th Congress, S.J. Res. 13, a resolution identical to S.J.
es. 5 from the previous Congress, was introduced on January 3,
985, the first day of the new Congress. It was referred to the
ate Judiciary Committee and subsequently to the Subcommittee
the Constitution. On May 7, the Subcommittee held a hearing
8.J. Res. 13. The following witnesses were heard: Senator Pete
n of California; Governor Dick Thornburgh of Pennsylvania;
Honorable Manuel Johnson, Assistant Secretary of Treasury;

oy L. Ash, Committee for Economic Development; Dr.-Martin
rson, Senior Fellow, Hoover Institution; Dr. Rudolf Penner,
r, Congressional Budget Office.

fay 15, 1985, the Subcommittee held a markup to consider
s. 13. On a woice vote, the Subcommittee accepted a substi-

1iendment - offered by Senator Strom Thurmond of South
a. This amendment streamlined S.J. Res. 13, but left its sub-
unaltered. On a vote of 3 to 2, the Subcommittee rejected an
ment by Senator Paul Simon. of Illinois which would have
ection 2 of the Resolution (providing that total receipts
ot grow. faster than the rate of increase in the national
nally, on a unanimous 5-0 vote, the Subcommittee ap-
‘Res. 13 as amended by the Thurmond amendment.
11; 1985, following extensive discussion in the full Com-
the Judiciary and the adoption of a clarifying amend-
by Senator Heflin, the Committee voted 11-7 to favor-
S.J: Res. 13 to the Senate. The following Members
of the resolution:

e
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Metzenbaum
Leahy*
Simon?*

*By proxy.

In addition to extensive input from the Balanced Budget Caucus
and other Senators not members of the Committee, the Committee
on the Judiciary, in developing the proposed amendment has bene-
fitted significantly from consultation with large numbers of econo-
mists, constitutional scholars, state legislators, and other interested
individuals and organizations. The National Tax Limitation Com-
mittee and the National Taxpayers Union deserve particular men-
tion in this regard, as does the Center for the Study of Law Struc-
tures at Claremont Men’s College under. its director, Professor
Craig Stubblebine.

VI. HISTORY OF CONSTITUTIONAL AMENDMENT EFFORT

Efforts to secure a constitutional balanced budget requirement
have become more intense as the Federal government has run
more frequent budget deficits of  increasingly large magnitude.
During the 19th century, when the balanced budget norm was ef-
fectively part of the “unwritten constitution” of the land, there
was little need for Congress ‘to focus ‘on this problem. The deficits
that did occur generally were insignificant, often related to war-
time circumstances, and generally were compensated for by subse-
quent-government surpluses. The occasionally troublesome deficit,
such as those developing from the depression of the early 1870,
met with legislative responses designed to secure their elimination:

Following a series of recommendations by Presidential commis-
sions on Federal budgetary practices and reforms, Congress in 1909
approved the Sundry Civil Appropriation Act (35 Stat. 959), the
first major legislative initiative seeking to establish explicit limita-
tions upon government fiscal practices: This act directed the presi-
dent-and the Secretary of the Treasury to propose measures to
reduce expenditures or increase revenues if a deficit appeared prob-
able. Though the Act did not expressly mandate a balanced budget,
it clearly suggested that efforts to achieve such’'a balance should
precede the issuance of new debt. World War I soon diverted atten-
tion from this issue.

Following the War, Congress made renewed efforts to introduce
broad budgetary reforms. In 1919, the Victory Liberty Loan Act (40
Stat. 1311) established a sinking fund for debt retirement. During
the decade of the 1920’s, this resulted in a one-third reduction in
the level of the total national debt, from approximately $24 billion
to $16 billion. As in early years, the clear national consensus in
support of the balanced budget principle resulted in little need to
focus-Congressional attention on statutory or constitutional legisla-
tion to mandate a balanced budget. Indeed, the policy of gradual
debt retirement during ‘the 1920’s necessitated Congressional com-
mitment to regular surplus budgets.

The Budget and Accounting Act of 1921 (42 Stat. 20) was impor:
it both i defining the rolé ot ithe riti
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branches in the budgetary process and in formally incorporating
government expenditures and revenues into an- official budget.
Under the Act, the President was to take responsibility for formu-
ating an initial budget and submitting it on an annual basis to the
Coggrtess. Congress then was to act on the recommendations in this
aget.
Not until the mid-1930’s did concern about budget deficits find
gular expression on the floor of Congress. The Great Depression
as accompanied by large, uninterrupted deficits between 1931 and
40. In addition, such deficits generally were of a significantly
rger scale than earlier deficts. A debate emerged during this
riod—one continuing to this day—as to whether such deficits
re necessary for government management of economic crises, or
ether they in fact contributéd to the creation of such crises:
In 1935, Senator Millard Tydings of Maryland introduced the
st :measure. seeking to require an annual balanced ‘Federal
dget (S.J. Res. 36, T4th Congress). This resolution sought to pro-
.appropriations from exceeding revenues; unless new taxes or
ere reauthorized: Any new debt incurred would have to be
dated over a 15 year period. In the following year in the House
resentatives, Representative William McFarlane of Texas in-
a bill to invest authority in the President to modify tax
.order to cover proposed deficits in the budget (H.R. 11895,
ngress). Neither the Tydings nor the McFarlane proposals
sidered seriously by Congress. S
rst constitutional amendment to balance the budget was
1 in 1936 by Minnesota Representative Harold Knutson
tes. 579, T4th Congress). The proposed measure established a
pita limitation on the Federal public debt during peacetime.
ight be run by Congress, but only to the extent that the
ceiling was not breached. The particular limit suggested
easure was lower than the outstanding debt at the time
1ave mandated significant budgetary surpluses in order
 the level. ‘
World War distracted attention from efforts to secure
ed budgets, although Senator Tydings and Represent-
Disney of Oklahoma joined during this period to in-
constitutional amendments to: prohibit government
from: ex)ceeding receipts. (e.g., S.J. Res. 97 and H.J.
18TESS).
1d War II, the balanced budget debate was re-
t Resolution 61, introduced by Senators Tydings
of New Hampshire, was reported out by the
propriations. in 1947 (Sen. Rept. No. 80-154) but
sideration. In 1949, the Senate unanimously
y Arkansas Senator John McClellan to re-
ubmit for fiscal year 1951, in addition to his
anced budg Res: 131, 81st Congress).
par an effort to identify
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During the 1950’s, an increasing number of Constitutional initia-
tives for balanced budgets came to be introduced regularly in Con-
gress. Constitutional amendments were proposed first by Senators
Bridges and Harry Byrd of Virginia, and later by Senator Strom
Thurmond of South Carolina and Carl ‘Curtis of Nebraska, ‘to re-
quire the submission by the President of an annual balanced
budget and to prevent Congress from adjourning without -having
enacted such a budget. Another amendment, introduced by Sena-
tors Byrd and Bridges during this period, would have required Con-
gress to earmark $500 million annually for debt reduction activi-
ties, in effect mandating an annual $500 million - budget surplus. No
action was taken on any of these measures, although one hearing
was held in 1956 by the Senate Judiciary Committee (June 14, 1956
on S.J. Res. 126 and S.J. Res. 133, 83d Congress).

Since the outset of the 84th C,ongress in 1955, an average of four
amendments to.the Constitution to require a balanced Federal
budget have been proposed during-each Congress. In addition, nu-
merous statutory proposals to achieve this end have been intro-
duced and considered during this period. The Revenue Act of 1964
(P.L. 88-272), for example, stated:

To further the objective of balanced -budgets in the near
future; Congress by this action recognizes the importance
of taking all reasonable means to restrain government
spending—Section 1.

The Budget and Impoundment Control Act of 1974 (P.L. 93-344)
enacted major reforms in the Congressional budget process de-
signed to enable Congress to consider individual spending measures
in light of overall budget objectives.

In the Humphrey-Hawkins Full Employment Act (P.L. 95-523), a
balanced budget was declared to be a national public policy priori-
ty. Section 2(a); 6(i).

An amendment offered by Senator Sam Nunn of Georgia to a
1978 tax reduction measure to make such reductions contingent
upon a balanced budget by 1982 was rejected during conference, al-
though it has been adopted in varying forms by both the full
Senate and House. Later during that Congress, however, Rep. (now
Senator) Charles Grassley of Towa and Senator Harry Byrd, Jr.
combined to enact into law an amendment to an IMF loan program
authorization measure requiring that, beginning with fiscal year
1981, total budget outlays of the Federal government “shall not”
exceed its receipts (P L. 96-389, Section 3). Again, in 1979, a provi-
son in a measure to increase the public debt limit stated that “Con-
gress shall balance the Federal budget” (P.L. 96-5, Section b).
Under this legislation, the Congressional Budget Committees were
required to ‘propose balanced budgets for fiscal year 1981 and sub-
sequent years.

In addition to concerns about balanced Federal budgets, many
Members of Congress have been equally concerned about the rela-
tive size ‘of pubhc sector spending over the years. Reflecting this
concern; legislation linking Federal spending to the gross national
product, was 1ntr0duced shortly after the
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the ‘authorization : of -expenditures for non-military purposes in
cess of 5 percent of the estimated national income for any fiscal
year (S.J. Res. 155, 82d Congress). During the subsequent Congress,
. Ralph Gwinn of New York offered a measure to limit public
vpendltures to one-seventh of the national personal income (H.J.
es. 326, 83d Congress), while Rep. Richard Poff of Virginia offered
amendment to prohibit approprlatlons in excess of twenty per-
t of t)he preceding year’s national income (H.J. Res. 217, 83d
gress

uring this period, as: well, a_sustained effort was made to. call
Article V constitutional conventlon for the purposes of ln:mtmg
Federal taxing power. Initiated during the late 1930’s in re-
nse to sharply increasing tax rates, seventeen States had sub-
d applications by the end of the Second World War. By 1963,
were 31 extant applications although many were, by that
stale or had been rescmded by subequent State legislative
ions.

' 11e few constitutional amendments were introduced to limit
~spending: during the 1960s; new constitutional initiatives
ed with the next decade. In 1973 an amendment. offered by
ick Kemp sought to limit Federal expenditures and receipts
entage of the previous year’s National Income (HJ. Res.
Congress), while an amendment proposed six years later
arber Conable and Ed Jenkins and Senators John Heinz
ard Stone (and later by Senator Sam Nunn) sought to
e growth of Federal outlays to the growth of the Gross Na-
oduct (H.J. Res. 395, S:J. Res. 56, 96th Congress). This
endment drew upon a draft prepared by the National Tax
ion Committee. The Humphrey-Hawkins Full Employment
95-523) established as a national target the reduction of
tlays to ‘‘the lowest ratlo of outlays to GNP consistent
needs and priorities.”” Section 2(j). This language re-
proposed earlier by a. Senate Committee to set this
-one percent of the GNP by 1981 and twenty percent

HISTORY OF BALANCED BUDGET CONCEPT'

ore a part of traditional American fiscal pohcy
ced budget. Throughout most of the nation’s
ent, of budget balancing under normal . eco-
‘was considered part of our “unwritten consti-
ty of Virginia Professor William Breit has ob-

udget rule which served as part of ‘the
or course, not in' the form of a written
ery expenditure had to be balanced by a
helesfg had constxtutlonal status For ex-
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eration of the glectoral college: system, and the doctrine of
judicial review, Buchanan & Wagner, Fiscal Responsibility
in Constitutional Democracy 10 (1978).

The balanced-budget rule was an effective constitutional con-
straint in-the sense of being part of a set of fixed principles ante-
cedent to and controlling the day to day decisions of the national
legislature.

18th and 19th Centuries

Influenced by individuals such as Adam Smith, David Hume, and
David Ricardo, the drafters of ‘the Constitution ‘and their immedi-
ate successors at the helm of the new government strongly feared
the effects of public debt. As Thomas Jefferson stated [the quota-
tions in this section are taken from Kimmel, Lewis, Federal Budget
and Fiscal Policy: 1789-1958):

The public debt is the greatest of dangers to be feared by
a republican government.

Alexander: Hamilton, who perhaps more than any other individ-
ual, influenced the course of Amerlcan economic policy during our
nation’s first century, noted:

As the vicissitudes of nations begat a perpetual tendency
to the accumulation of debt, there ought to be a perpetual,
anxious, and unceasing effort to reduce that which at any
time exists, as fast as shall be practicable, consistent with
integrity and good faith.

Earlier, in the Federalist # 30, Hamilton had recognized the un-
healthy propen51ty for:public: debt on the part.-of most governments
when he wrote: ,

I believe that it may be regarded as a position warrant-
ed by the history of mankind that, in the usual progress of
things, the necessities of a nation, in every stage of its ex-
istence, will be found at least equal to its resources.

Both Hamilton and Jefferson were in agreement that, whatever
debt happened: to be accrued by a nation; it ought to be repaid
within some prescribed period of time. In Jefferson’s view, the prof-
ligacy of ‘one generation ought not to forever burden its successors.

Early American Presidents were in virtually unanimous agree-
ment on the dangers of excessive public debt. In his Inaugural Ad-
dress, President John Adams stated:

The consequences arising from the continual accumula-
tion of public debts in other countries ought to admonish
us to be careful to prevent their growth in our own.

President James Madison stated that one of the primary goals of
his Administration would be: -

To liberate the public- resources by  an honorable dis-
charge of public debts.

President James Monroe held a similar position observing that:
After the elimination of the pubhc debt, the Government
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revenue as may not be necessary for current expenses to
such other objects as may be most conducwe to the public
security and welfare.

esident John Quincy Adams also found a balanced budget to
sound maxim of political economy:

Stewards of the public money should never suffer with-

t urgent necessity to be transcended the maxim of keep-

mg the expenditures of the year within the limits of its re-
eipts.

ng the most uncompromising advocates of budget balance
esident Andrew Jackson, who viewed public debt in unique-
istic terms:

Once the budget is balanced and the debts paid off, our
ulation will be relieved from a considerable portion of
present burdens and will find not only new motives to
triotic affection, but addltlonal means for the display of
idual enterprise.

to the Civil War, customs dutles ordinarily were more than
to cover the limited expenditures of the national govern-
ing these years, deficits were rare. The majority of
its that did occur were attributed to foreign conflicts—
812 and the Mexican War of 1846—and to several brief
in the late 1830’s and the late 1850’s. Whatever occasion-
s occurred; efforts normally would follow to repay them as
ously as possnble

the enormous debts accumulated by the national govern-
. result of the Civil War, the period following it through
f the century brought little change with respect to the
udget philosophy. A run. of 28 years of consecutive
luses occurred during -this period. The norm.of an
anced budget continued to exert considerable influence
se of public policy. Any significant departures from
ym_ efforts to repay existing public debt were treated
larm.

\ndrew Johnson, in proposing to effect substantial re-
debt, observed:

ok at the national debt, as just as it is, not
lessing but as a heavy burden on the indus-
ntry to be discharged without unnecessary

am McKinley took the position that, even during
mic ‘conditions, “the government should not be
its debt.” Pres1dent Benjamin Harrison de-
ic debt as “criminal’’.

ments raised throughout most of the nine-
' ,:‘follows first, interest on the
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into more productive and enterprising uses. As Samuel Inghams,
Secretary of the Treasury.under Andrew Jackson, noted;

Interest is now paid to capitalists out-of the profits of
labor; not only will this labor be released from the burden,
but the ‘capital, thus thrown .out of an unproductwe use,
will seek a productive employment; giving thereby a new
impetus to enterprise in agrlculture, the arts, commerce,
and navigation.

20th Century

The strong national consensus favoring :a balanced national
budget continued through the early decades of the 20th century.
President Wilson argued in behalf of balanced peacetime budgets
in observing:

Money being spent thhout new taxatmn and appropna—
tion without accompanying taxation is as bad as taxation
without representation.

It was President Calvin Coolidge’s goal to run actual surpluses in
order to repay the large national debt (for that time) of $24 billion
that had resulted from the First World War. He stated as his Ad-
mmlstratmn s primary fiscal objective—maintaining revenues at a
level “not too greatly in excess of expenditures.” He stated further:

The nation must. make financial sacrifices accompanied
by a stern self denial in public expenditures until we have
conquered. the disabilities of .our public finance . . . we
must keep our budget balanced for each year.

The surpluses of the 1920’s, however, were followed by an unbro-
ken string of ten peace-time deficits during the 1930°s and then six
war-related deficits. This sustained period of deficit spending repre-
sented something entirely unprecedented in United States history,
although the Nation had suffered a prolonged series of deficits in
relation to the Civil War. New economic theories that placed great
weight upon. the ability -of the Federal government to ‘“manage”
ﬁscaldpohcy through - deficits: and ‘surpluses emerged during- this
perio

The new theories found a fertile climate in part as a result of the
Great Depression that had overcome the economy in the late 1920’s
and early 1930’s. While there are many economic explanations for
the Great Depression, it is extremely difficult to understand the ar-
gument of a small minority of individuals that the commitment of
the Hoover Administration to a balanced budget was in any way
responsible. It is an argument that even most proponents of the
“new economics” have rejected. Apart from this argument’s failure
to explain why the commitment of earlier ‘administrations to bal-
anced budgets failed to trigger similar economic collapses, it is an
argument that is inconsistent with the facts of Hoover Administra-
tion policies. Despite the fact that there was at that time a sub-
stantial bipartisan consensus.in favor of the need to balance the

the words of Lew1s H Klmmel in his hlsuorlcal analysis.of Fed
fi fight for.a b

Federal government’s budget, such budgets were not produced. In
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This is not to say that budget deficits were responsible for the
regsion ‘either. The Federal budget was probably not a major
r—one way or another—in causing the Depression. First, there
the far smaller scale of the Federal budget at that time. In the
29; the gross national product of the United States was ap-
tely $100 billion. Federal expenditures for FY 1929 repre-
approximately 3 percent of the GNP and the surplus for
cal year of $734 million represented ‘approximately three-
rs of one percent of the GNP. Thus even from the most de-
ned Keynesian perspective, it is difficult to argue that the
al government was engaged in any significant removal of pur-
g power from the private sector. The fiscal posture was one
derate restraint at best. Second; the Federal budget is ab-
f responsibility because the movement of the budget from
surplus to substantial deficit—the consequence of a rapid
the level of receipts—was such as to mitigate rather
vate .the severity of the downturn, from the Keynesian
e, Later efforts to increase spending on emergency relief
acted in precisely the same fiscal direction. Finally, the
ownturn during this period was accompanied by a mone-
tion of unprecedented severity, one that took ‘an extreme-
od of time to reverse. ;
are :various theories of ‘the cause for the Depres-
Friedman’s analysis of trends in the supply of money
erwd (A Monetary sttory of the United States: 1867~
harles Kindleberger’s observations on the absence of
"ender of ‘last resort (The World in Depression,
ski's account of the Smoot-Hawley tariff (The
rks. 1980) and so forth—there is little basis for
epression to the state of the Federal budget, much
is budget:-normally should be in balance.
r FY 1931 was the first budget to be pre-
h of the stock market in late 1929. It was

99 million respectwely These esti-
after a reduction in personal and
into law in December of 1929,
sdiate revenue loss of $80 million
vas. not until April of 1930 that
ot only would the predicted sur-
cits could be expected for FY 1931 of
eficit for FY 1931 was $462 million or
the total level of public expendi-
ing fiscal year was an over-
ixty percent of .the total

, ilar magt;;tude
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tures during its tenure was upward, primarily because of greater
outlays for public works and the Reconstruction Finance Corpora-
tion. Total Federal expenditures had increased by nearly §2 billion
between FY 1927 and FY 1932, an increase of approximately 64
percent. Growing levels of pubhc spending became a major issue in
the 1932 Presidential campaign as Franklin: Roosevelt cr1t1c1zed the
incumbent Administration for failing to achleve the ‘one sound
foundation of permanent economic recovery’ -—a “complete and
honest balancing of the federal budget”. Only six days after his in-
auguration, President Roosevelt summarized his views concerning
the growing level of budget deficit:

With the utmost seriousness, I point out to Congress the
profound effect of this fact upon our national economy. It
has ‘contributed to the recent collapse of our banking
structure. It has accentuated the stagnation of the econom-
ic life of our pecple. It has added to the ranks of the unem-
ployed. Qur Government’s house is not in order and for
many reasons no effective action has been taken to restore
it to order.

The Economy Act of 1933 (48 Stat. 8) was enacted at this time,
providing for spending reductions of approximately $500.million, in
an effort to reduce the alarming growth of the public:debt. During
much of its first term in office, despite mounting public deficits,
the Roosevelt Administration continued to express its support for
the achievement of a balanced budget. It was not until such deficits
has persisted for several years that the Admlmstratlon attempted
publicly to explain its fiscal policies in terms of the “new econom-
ics” and in terms of the need for the Federal government to engage
in the kind of demand management or “pump priming” required
by this school of economic theory. For much of his first term, Presi-
dent Roosevelt argued that it was the “deﬁc1t of today” that was
making possible the “surplus of tomorrow”. The proposed budget
for FY 1937 was reported by the Administration as being in bal-
ance, “except for recovery and relief”.

World War II had -an indelible impact upon Federal government
fiscal policies.: During ‘the war years, Federal expenditures rose
from $9 billion to almost $100 billion, with the total national debt
standing at about $250 billion when the fighting ended. The total
public debt of the United States stood at a figure approximately six
times as large as the debt existing before the War and approxi-
mately ten times that of the total debt following the first World
War.

Following World War II, although the annual balanced budget
was no longer the sole standard by which fiscal policy was judged,
there was continued expression of support for the idea of balanced
budgets, partlcularly during times of economic expansion. Even the

“new. economics” required the achievement of surpluses during
these periods in order to overcome the deficits incurred during eco-
nomic downturns. President Truman observed in his budget mes-
sage for 1948 that:

As long as business, employment and nati
: b i
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hat will not only meet current expenditures but alsoleave
 surplus for retirement of the public debt.

e idea of budget deficits as a regular instrument of fiscal
7, however, was increasingly evident during this period, al-
h the Truman Administration managed to balance half of its
ets while incurring total deficits that exceeded total surpluses
ly a small amount.

ident Eisenhower continued along much the same lines, al-
“he expressed far more public support for the concept of a
arly balanced budget than did his predecessor. He observed in
57 budget message:

We strengthen our financial posmon by a balanced
dget. We must make sure that we do not undermine our
ancial strength by laying the groundwork for future
et deficits.

not until the recession of 1957-58 that the Eisenhower Ad-
ion proved incapable of compensating for deficits with
nt surpluses. The $12.9 billion budget deficit in 1958 was
me) the largest peace-time deficit in the history of the

urnmg pomt in the history of U.S. fiscal pohmes oc-
ing the 1960’s. Even the Keynesian objective of balanc-
years with deficit years succumbed to the idea of regu—
, uncompensated deficits.

ast two decades, the Federal government has run
a single year. The deficits have come during good
y have come during bad times. They have come from
_have pledged themselves to balanced budgets as
esidents whose fiscal priorities were elsewhere.
from Presidents of both parties.

mingly, the magnitude of these deficits has in-
during this period. For the 7 fiscal years
1967, the total deficit was approximately $35
7 fiscal years ending in fiscal year 1974, the
roximately $91-billion. For the next 7 ﬁscal
ear 1981, the total deficit was approximate-
mated deficit for fiscal years 1982-6 will be
lion. The total national debt today stands at
. with nearly half of that total incurred
lone.

- may-have been given to the concept of a
-the past two decades, it is clear that there
1 to conform with this ideal, or that funda-
\ chlevement ex1st w1th1n the political

umniamze the;hlstory of the Federal budg-
ds of varying lengths. Over
2— alanced bud%etg
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severe recessions——normally were compensated for hy subsequent
surpluses, During the second ‘period—from 1932 to 1960-—the rigid
rule of annual balanced budgets gave way to a fiscal policy -in
which balanced budgets remained an overall objective but in which
deficit spending nevertheless was viewed as a tool occasionally
useful to ‘effect appropriate economic results. Finally, the most
recent period—1960 to date—has seen unreliéved instances of defi-
cit spending and increasingly high levels of deficit spending. The
balanced budget concept, a concept which had exercised a decisive-
ly restraining influence during the first period, and a diminished
though still restraining influence during the second period, had
dwindied into almost total irrelevance by the end of this latter
period. Not coincidentially, in the view of this Committee, the end
of this period saw the United States still engaged in some of the
prolonged and most intractable economic difficulties in its history.

VIII. SENATE JOINT RESOLUTION 13 AND THE CONSTITUTION

In developing Senate Joint Resolution 18, the committee has
been concerned not only with' developing an amendment reflecting
sound economic " policy but one reflecting sound constitutional
policy as well. The committee fully appreciates the differing im-
peratives in putting together a constitutional provision, as opposed
to a simple statutory provision.

Spending bias

The purpose of the proposed amendment is not to write into the

any permanent economic policy; rather, as is more
ed in section III it is to eliminate a pronounced struc-

vard increased levels of spending that has developed
, system. The ex1stence of this bias has led to a
ﬁscal process in this country that is ‘unresponsive and largely un-
democratic. It is unresponsive in that levels of public spending in-
exorably move upward whatever the genuine desires of the people;
it.is undemocratic in that it serves to obscure where responsibility
lies for such increased spending.

Throughout most of the history of this country, public spending
was constrained by ‘an ‘“‘unwritten Constitution” requirement of a
balanced budget. While occasional deficits would be incurred, gen-
erally during wartime, public debt was regarded as something un-
dersirable, something to be reduced and eliminated as gquickly as
poss1ble .
inkage. exmted between spendmg and revenue in the sense
tures generally were set at levels that were
public revenues. Revenue estimates generally were es-
_prior to expenditure estimates and served to define per-
nissible levels of expenditures. It was an historical norm, described
by Professor Alvin Rabushka of the Hoover Institution, as one in
which:

- Public . officials first determined what resources were
available to Government and against that constraint chose
among the manv competmg clalms on public spendin
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der this system, public officials could support new spending
ns but only when they also were prepared to reduce other
g programs commensurately or to raise revenues to cover
w spending. This political reality served as an effective
pon the creation of unlimited numbers of new spending ini-

‘economic theories began to take hold in the middle years
ntieth century and as the traditional balanced budget re-
t came increasingly to be disregarded, an entirely new
onment evolved. With the severing of the historical link-
sen; spending and revenue, spending decisions increasingly
e divorced from revenue decisions. Spending decisions
gly have been reached without consideration of whether
nues existed to finance such spending. The virtually un-
essibility to deficit spending has served to bridge what-

ve developed between levels of expenditures and levels

or Craig Stubblebine of Claremont College has noted:

d deficits in years good and bad signify Congres-
tion of the fiscal rule which served America for
er part of its life . . . with erosion of these fiscal
. understood by and adhered to by the founders
101, no-one should: be surprised that the-Con-
been unable to exercise the restraint necessary
nd maintain economic stability.

-of this access to deficit spending as a substitute
balanced budget norm are important for our po-
ans that Members of Congress invariably have
respond to the demands of spending interest
blic spending. Such spending, unlike in past
ccompamed by votes to reduce spending in
crease public revenues. In other words,
e accrued by responding favorably to a
are accompanied by equivalent political
of the need to antagonize some other
onize the taxpaying public generally.
ember of the President’s Council of
arked in this regard:

eekn Federal spending and tax reve-
no consensus developed on any other
lev 1»;of spending and the deficit.

metlc of politics suggests a regime of
tmumg deﬁcn;s in democratic soc1ety
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to fiscally responsible policies, it is politically difficult to cast votes
against spending measures. It is the legislative process. itself that is
flawed in this respect. The tax-spending interests are intense and
articulate in support of their programs—for they normally stand to
gain considerable amounts of public funds on a per capita basis—
while the. tax-paying  interests -are diffuse and unorganized—for
they stand to lose only nominal sums in the context of any single
spending program. Such an unequal competition for tax dollars,
not surprisingly, results.in defeat more often than not for the tax-
paying interests.

Recognition of the difficulties posed for the body politic by spe-
cial interest groups stems at least as far back as Madison’s dis-
courses in the Federalist Papers. In the Federalist No. 10, Madison
emphasized the paramount responsibility of the new Government
to “‘break and control the violence of faction.” Later in the same
essay, he proceeded to define such “factions™ as a:

‘majority or minority of the whole, who are united and ac-
tuated by some commor impulse or passion, or of interest
adverse to the rights of other citizens, or to the permanent

and aggregate interests of the whole.

The causes of such “factions” are “sown in the nature of man’ and
must be controlled by the institutions created by the new Constitu-
tion. ‘ : :

While not necessarily anticipating the precise harm that would
be done to the “interests of the whole” by ‘“factions” in the area of
national economic policy, Madison did discourse upon the need for
the institutions of the new Government to temper the influence of
factions, not to compound it. “Ambition must be made to counter-
act ambition,” Madison observed in the Federalist No. 51.

It is the view of this Committee that the present fiscal regime
magnifies the role of factions within the political process and en-
hances the divisions between these factions and the interests of the
whole; the fiscal regime established by the proposed amendment,
on the other hand, would refocus the efforts of factions in a way
that strengthens and reinforces the political system rather than
such factions competing with the taxpayers, or the “interests of the
whole”, in order to increase generally the resources available to
the public sector. Instead, they would be competing with one an-
other, in order to secure for themselves a higher share of a fixed
level of resource available to the:public sector. Instead of demon-
strating merely that their program ‘was a worthy one, each such
faction would have to demonstrate further than the:r program de-
served priority. o

Representativeness of process
The objective of Senate Joint Resolution 13 then is not to “read

that is more responsive and more
establish an ,altier ative bias in

well-intentioned, and however committed a Member of Congress is _
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while the extraordinary legislative requirements [of the
proposed amendment) pertain to economic measures, they
are motivated by political science and governmental
theory rather than economics, and their intended effects is
to eliminate rather than produce an economic bias or pre-
sumption

Passage of this amendment would ensure that the political equa-
ion confronting Members of Congress who must vote on spending
measures carries some element of countervailing political advan-
tage and disadvantage,
- An analysis by the Heritage Foundation on Senate Joint Resolu-
ion 13 has concluded:

Amending the Constitution to require that Congress
always “balance’ its fiscal decisions would be adding a po-
litical rather than an economic principle to the Constitu-
tion. A balanced budget implies neither a raising nor a
lowering of either taxes or spending. It implies no decision
about how much of the private wealth of the country the
Congress may expropriate for governmental purposes. It
contains no limitation of Congress’ power to spend for the
' general welfare. It is based on no economic formulas. It
merely proposes a unity; that appropriations be made to
measure taxes and that taxes be made to measure appro-
priations, Issue Bulletin No. 59, March 6, 1980. :

It is the premise of Senate Joint Resolution 13 that the repre-
ntative political processes ought to be charged with primary re-
onsibility for making day-to-day decisions with. respect to spend-
g and taxing. It is the further premise that elected representa-
‘es can be expected to make spending and taxing decisions more
flective of true public sentiment once the bias toward spending is
come. Unlike many other proposed constitutional amendments
his subject, Senate Joint Resolution 13 minimizes constitutional
fon into these day-to-day decisions. There is nothing in the
osed amendment that would prevent Congress from approving
‘particular item of expenditure or taxation. There is nothing in
proposed amendment that would establish any permanent level
enditure or taxation in the Constitution. ‘And there is noth-
hat would make it significantly more: difficult to increase ex-
ditures or taxation than to reduce expenditures or taxation.
'hat the proposed amendment would do is modify: the elements
~the present political system that enable Members of Con-
to spend public funds without having to account for this
ing. There is nothing in Senate dJoint Resolution 13: that
preclude Congress from continuing to increase public spend-
that would be required is that the costs of such spending no
- be obscured or deferred beyond public recognition. Unlike
proposed constitutional amendments that would make it diffi-
Congress to respond to even genuine public sentiment for
d levels of spending or taxing, Senate Joint Resolution 13
ot pose an insuperable obstacle to this end. Concomitantly,
it 'would ensure that no insuperable obstacles existed to
evels of spendi taxing, as now is the case.
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As Professors Buchanan and Wagner have observed:

We must restore some rule that will restrict politicians
in their natural, understandable proclivity to spend and to
refrain from taxing . budgets will tend toward chronic
deficits until and unless politicians are constrained by
some constitutional rule which requires that the taxing
and spending sides of the fiscal account be balanced.

Senate Joint. Resolution 13 would democratize the budget process
by making it a more honest and open process. Congress, as already
noted, would remain fully capable of increasing public spending or
taxing, but only in the event that it was equally willing to cast. the
“difficult” votes necessary to accomplish this. Section 1 would man-
date that increased public ‘spending for a program be matched
either by votes to reduce spending for some other program, or by
votes for increased taxes. Section 2 would preclude increased reve-
nues from ‘becoming ‘available through automatic tax increases.
Members of Congress would have to go on record either in support
of cutting some spending program, or of raising taxes generally,
before it could effect higher public spending. Tax increases would
have to be voted explicitly, rather than implicitly imposed through
deficit spending and inflation. As Professor Friedman has stated:

deficits are bad . . . They are bad because they encourage
political irresponsibility. They enable our representatives
in Washington to buy votes at our expense without having
to vote explicitly for taxes to finance the largesse.

Professor Robert Crawford of Brigham Young University has ob-
served that the proposed amendment:

Would increase the flow of ‘economic information into
the political marketplace.

Rather than having to analyze hundreds of rollcall votes annual-
ly in order to assess the performance of their Representatives and
Senators, members of the public (and their intermediaries) would
have to analyze a mere handful of key votes in order to determine
which legislators were responsible for increased levels of public ex-
penditure, taxation, and debt. If the citzenry genuinely were desir-
ous of increases, no doubt this would be reflected by their ballots;
if, however, ‘as many Members of this Committee suspect is pres-
ently the case, the citizenry was not so desirous, this too would be
reflected by their ballots.

In summary, the key provisions in Senate Joint Resolution 13—
the balanced budget noerm in Section 1 and the abolition of auto-
matic tax increases in Section -2—are necessary elements of any
measure to promote a more neutral budget process; they are not
necessarily ends in themselves.: So long as unlimited deficit spend-
ing and automatic tax increases remain available to Members of
Congress, and so long as Congress does not have to vote higher
tazes if it wants higher spending, the budget process Wﬂl i
to be skewed sharp. behalf of higher ;
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Perhaps most importantly, so long as these elements remain in
lace, the budget process will continue to be a dishonest one, ‘with
iembers of Congress perpetually: able to avoid accountability for
heir spending and taxing decisions, perpetually able to escape
ublic identification for their policies, and perpetually able to reap
he immediate political benefits of their actions while postponing
efinitely the political costs.

onomic policy and Constitution

While it is the view of the Committee that Senate Joint Resolu-
n 13 primarily proposes an amendment of process, and that it
ds into the Constitution a political principle of enduring value
ather than a transient economic policy, it is still worth addressing
e objections of those who find difficulty with the concept of plac-
a balanced budget provision or taxing limitation in the consti-
ion. Professor Lawrence Trible of the Harvard Law School, for
amples, states:

The Constitution embodies fundamental law and should
not be made the instrument of specific social or economic
policies . . . to endure as a source of unity rather than di-
vision, the constitution must embody only our most funda:
mental and lasting values .. . but unlike the ide:
bodied in the Constitution, fiscal austerity—however sot
“as a current goal—speaks neither to the structure of gov-
_ernment nor to the rights of ‘the people . .. it should be i
amended only to modify fundamental 1aw~—not to aceom-
. plish policy goals.

t is first worth noting that, with a single exception (mainte-
e of equal State representation in the Senate), there is no
nt limitation upon the subject matter of Constitutional amend-
ts. Although efforts were made at the Constitutional Conven-
n to place substantive limitations in the Article V amending
se, - they were largely unsuccessful. Periodic amendments
ng the 19th century to place substantive limitations upon the
nding authority were also unsuccessful. Later chaﬂenges to
‘the 18th and 19th Amendments on the grounds of “unconsti-
nality” failed as well. National Prohibition Cases 253, U.S. 350
); Leser v. Garnett 258, US. 130 (1922).

le there is no formal limitation in the Constitution regarding
subject matter of amendment, it may be fair nevertheless to
est that: (1) a proposed amendment may be inconsistent with
purpose and spirit of that document; (2) the object of the pro-
amendment 1s an inappropriate object to be addressed by the
titution; or (3) the form or structure of the amendment 1s in-
stent with the Constitution.

. discussed above, what Senate Joint Resolutlon 13 seeks to
¢ is the elimination of a structural bias within our political
1 that ‘has arisen through the confluence of growing interest
power and the abolition of the historical balanced - budget
nt upon national fiscal policy. It does not mandate particu-
mic policy outcomes; it attempts simply to effect a more
environment within which budget decisionmaking can
an environment in which the self-interest of factions does
: olicy results at variance with the “‘inter-
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Beyond that fact, however, it must be stated that the growth in
the Federal Government in recent decades—a growth that never
could have been anticipated by our Founding Fathers—does have
implications for the freedom and well-being of the citizenry. The
rights of the people are threatened every bit as much by debase-
ment of the currency through inflation and by expropriation of the
fruits of their labor through taxes as they are by the existence of
poll taxes or the inability of eighteen year olds to vote. As John
Maynard Keynes has observed:

There is no subtler, no surer, means of overturning the
existing basis of society than to debauch the currency. The
process engages all of the hidden forces of economic law on
the side of destruction and does it in a manner in which
not one man in a million is able to diagnose. Economic
Consequences of the Peace (1920).

Laurence Silberman, former United States ambassador and a
Fellow at the American Enterprise Institute, has stated further:

The abuses feared in the 18th century and which our
Constitution was designed to prevent are of a different
order than the new inflation causing abuses of the 20th
century. But the latter are no less dangerous to the func-
tioning of American democracy or no less threatening to
the stability of our political and social order.

In short, national solvency, the ability to pay one’s debts, is a fun-
damental value of any nation.

The concept of “limited government” or “enumerated powers”
that was at the root of the Constitution and that served fo check
the growth of the public sector during most of the history of our
country has been altered drastically by the evolution of public
policy and constitutional interpretation during the 20th century in
a manner that never could have been predicted by the drafters of
the Constitution,

These include the continued.expansion of the notion of what con-
stitutes “commerce . . . among the several States”; the develop-
ment of new theories of Congressional authority under the 14th
Amendment; the acceptance of the Hamiltonian conception of the
breadth of the general welfare clause; the adoption of the 16th
Amendment allowing the imposition of income taxes; and the ero-
sion of the traditional norm of a balanced Federal budget. In place
of a spending power limited to the “enumerated” powers of Article
I of the Constitution, the Courts have transformed this section into
one investing Congress with broad and virtually unlimited spend-
ing authority. Professor Milton Friedman has stated:

Such limits on total government spending were provided
at an earlier date by the gold standard, an unwritten. con-
stitutional prohibition on deficit budgets, and Supreme
Court interpretation of “inter-State commerce”, “due proc-
ess” and similar terms in the Constitution in such a way
as narrowly to limit Federal action in the economic-area:
These limits have now been swept away. They cannot be
restored in their initial form. But some replacement is des
. perately needed. . ; S e

fessbr' Breit stated further that:

‘The "balanced . budget norm was so deeply ingrained
‘during this time as to form a constraint of considerable
power on the actions of government . . . the unwritten
constitution maxim of the balanced budget .. . had the
result of chaining Leviathan. Buchanan & Wagner, Fiscal
Responsibility in Constitutional Democracy 17 (1978).

new economics (as well as the new jurisprudence) has thus
he impact of removing these formal and informal limitations
n the growth of the Federal public sector—a sector that today
sumes approximately one-fourth of the Gross National Product,
om approximately 8 percent in 1930, 10 percent in 1940, 14
ent in 1950, 18 percent in 1960, and 20 percent in 1970.

ot only has the public sector grown relative to the economy
erally, but it has increasingly grown through public expendi-
s that are not financed by tax revenues—deficit spending. But
ot simply the economic health that is being threatened: it is
olitical health as well. As Professor (now U.S. Circuit Court
. Robert Bork has observed:

The long-term growth of government’s share of ‘national
ealth is a serious near-term threat to the vitality of the
conomy . .. less obviously ‘perhaps- rising -government
pending is a long-term threat to American political free-
om. Social and political discontents may increase beyond
olerable levels as the decreased size of the pie intensifies
isputes about its division. Inflation, which may become
ndemic if spending is not controlled, has destroyed democ-
acies before. Increasing subsidies with conditions attached
e a mode of coercion that may evade constitutional guar-
itees allowing government to buy decreased freedom it
uld not order directly. Rising spending also fosters the
wth of great bureaucracies whose choices increasingly
isplace those of elected representatives. Even if the rule
the bureaucracies proves both stable and benevolent,
ich is by no means to be assumed, it is not the sover-
y of the people. Wall Street Journal, April 4, 1979.

oes ‘on to conclude:

ny systematic malfunction of government serious
ough to threaten prosperity and freedom may properly
¢ addressed by the Constitution.

founding fathers, Professor Bork adds, had they not taken
ncept of a limited central government for granted, would
corporated a balanced budget provision and spending limi-
provision into the original Constitution. It is the fact of an
ingly unconstrained central government—perhaps the criti-
contemporary United States society—that is the basis for
oint Resolution 13, which would be one of the few constitu-
iendments to limit Congress, rather than the States, in
ficant regard. 1 ;
titution as originally written, contained numerous eco-
ines and policies. -As Professor-Kenneth Van Dam has
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When' one contemplates the Constitution as a whole,
considering ‘provisions not specifically - directed to fiscal
matters and taking into account the federal structure cre-
_ated by the Constitution, an imposing edifice of fiscal
vers and limitations can be perceived. The result is

1l the “fiscal Constitution.” 44 University of Chi-
U ,view~21,1, 272, :

Jam goes on to argue:

rincipal fiscal objectives of the Constitution
state tax and tariff policies did not
f a free trade among the staté or
‘profit at the expense of others. Id.

Professor Aaron ﬂdaVSk)?fﬁf the University of California notes

further:

Dlssat1sfact10n w1th rnonetary and debt policy under the
articles of confederation spurred the devising of an entire-
ly new document. The commerce clause, designed to pre-
vent balkanization of trade by states, the prevention of
duties on exports, the restricted issuance of money to the
Federal Government and numerous other provisions are
centrally' concerned with economic policy. How to Limit
Government Spending 74 (1980).

The 16th- amendment to the Constitution, authorizing Congress
to “lay ‘and collect taxes on incomes”, has also had incalculable
impact upon the budget process of the Nation. This amendment
overcame the “Article 1, section "9 prohibition upon the Federal
taxing authority extending to un-apportioned, direct Federal tax-
ation, see Pollock v. Farmers Loan & Trust Co., 157, U.S. 429 (1895).

In short, the Committee believes that Senate Joint Resolution 5
fully meets the prerequisites of a sound constitutional amendment
as opposed to a sound statutory measure. The subject matter—the
spending bias within our political process—is of fundamental and
lasting importance to the health of our economy and our polity.
The particular approach adopted by the amendment—the creation
of a budget environment that substantially reduces this bias—is
consistent with the emphasis upon amendments of process within
our Constitution. Finally, the language of the amendment is; as de-
scribed by Professor Scalia:

entirely in accord with a federal constitutional tradition
that favors the expression of broad fundamental principles
but leaves further specification and the elaboration of
detail to later usage and experience.

The amendment does not read a particular economic theory into
the Constitution; it does not read precise spending or taxing levels
permanently into the Constitution; it 'does not preempt the day-to-
day legislative decisions of the representative branch of the nation-
al government; and it is a sufficiently ﬂex1ble provision to permit
the government to respond to econom circumstan
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IX. ECONOMIC BACKGROUND

o statements summarize the economic issues addressed. by
ate Joint Resolution 13: (1) The Federal sector has become in-
ingly prone to deficit financing since World War II; and (2
Federal sector, during that period, has come to command an
easing share of the nation’s econiomic output and income.

i'al deficits: Increasingly frequent and large

e Federal government has run a budget deficit in twenty-four
the past twenty-five years and in forty-seven of the past fifty-five
s. Deficit spending has come to occur during good. economic
itions and during bad economic conditions. While the past
de has seen little change in the frequency of these deficits, it
seen, however, significant change in the size of deficits.

since 1970, the United States has incurred the eleven largest
etime deficits in the history of the Nation with nine deficits
the past decade in excess of $50 billion. Following fiscal year
0, the total national debt of the Nation stood at $383 billion; fol-:
ng fiscal year 1985 just fifteen years later, this figure will
d at approximately $2 trillion ($2,000,000,000,000). Nearly half
his total debt has been incurred durlng ‘the’ past eight years
e, with well over two-thirds havmg been mcurred in - past:
decades alone. (See table 2.) G . e

TABLE 2—NATIONAL DEBT IN THE 207H céNrU&Y -

[in billions- of ‘doliars)

- Year Debt Year : Debt Year Debt
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With the rising national debt has come rising interest payments. To illustrate this growth in another way, the first $100 billion
Where interest absorbed qpprox1mately six percent of the 'natlonal dget in the history of the nation occurred as recently as fiscal
budget twenty years ago, in FY 1985 interest payments will repre- ar 1962, more than 170 years after the founding of the Republic.
sent over thirteen percent of the total budget. Total 1nterest_of e first $200 billion budget, however, followed nine years later in
$130 billion for FY 1985 represents a total larger than the entire cal year 1971. The first $300 billion budget occurred four years
Federal budget during the early 1960’s, and comprised the third er in fiscal year 1975; the first $400 billion budget two years
largest expenditure item in the Federal budget. It is a figure nearly er in fiscal year 1977; the first $500 billion budget in fiscal year
half as large as spending for national defense and nearly one-third 80; the first $600 billion budget in fiscal year 1981; the first $700
as large as spending for income security programs, including Social lion budget in fiscal year 1982; and the first $800 billion budget

Security. figcal year 1984. (See table 4.)
Federal spending and taxing: An increasing share , TABLE 4.—BUDGET RECEIPTS AND OUTLAYS, 1789-1986 *
Prior to World War I, Federal :spending representegl a minor . {in milfons of dollrs]
share of the nation’s economic output of goods and services. Other : - ——
than in times of war, the relatively small amounts of Federal Fiscal year Budgel receipls  Budget autlys PSP F
spending were financed primarily by import duties. -Government x
spending at all levels represented less than 9 percent of the Gross 1“23 éggg 453(1)
National Product (GNP). . 2797 2,678 +119
Beginning with ratification of the 16th Amendment in 1913, pro- 3143 319 i
viding Federal access to taxation of incomes, and with the onset of 3517 3,568 49
World War I, the Federal sector has demonstrated a continuing ; 1;%*73‘;) 4‘;(1)23 o —Ziggg
propensity for growth, whatever the economic circumstances. Over 0% 3289 173
the next twenty years, government spending nearly doubled as a ; 3,853 3,140 +113
percentage of the economy. Since that period, however, spending 2. 2311 ;ggi +S7)§3;
has accelerated at an even more rapid pace, pgrtmularly Fegie_ral 3795 2330 iaes
government spending. In 1929, Federal expenditures of $3 billion : 013 2,857 41155
represented just three percent of the total GNP. By 1950, the : 3,900 261 +939
peacetime share had risen to fifteen percent of QNP or $43 billion. : %gg 33% i;gﬁ
For fiscal year 1984, Federal government speqdmg of $852 billion 31, 3116 3577 T
commanded nearly 24 percent of GNP—the highest in the peace- igg ﬁgg _gggg
time history of the United States (See table 3.) | ’ 3015 b iy
TapLE 3.—FEDERAL REVENUES AND OUTLAYS AS PERCENTAGE OF GNP g;gg gjg; :ﬂgé
7 1,956 1733 —2171
Achal | frojectd 5,588 6,765 1
) ) 4,979 8,841 3,862
6,361 9,456 —3,095
8,621 13,634 5013
14,350 35,114 20,764
23,649 78,533 54,884
44,276 91,280 — 47,004
45,216 - 92,690 47414
39,327 55,183 15,856
38,394 34,532 +3,862
4L77A 39,773 +12,001
39,437 38,834 4603
39,485 42,597 3112
51,646 45,546 16,100
66,204 67,721 —~1517
69,574 76,107 6,533
69,719 70,890 ~1110
65,469 68,509 23081
74,547 70,460 4,087
, , , 79,990 76,741 +3,249
ps " ‘ , 76,636 82,575 ~2939
! Bl;isml Years . , 79,249 92,104 ~ 12,855

92,492 92,223 +269
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ds of economic stagnation; and (3) Rather than high levels of sav-
ngs and capital formation, the economy has come to be character-
ed by relatively low levels of savings and capital formation.

Fiscal. year Budget receipts - Budget outlays B"ddggtms"qufi o

Ficure 1.-~200 YEARS OF PRICE STABILITY

1961 94,389 97,795 —~3406 e

1962 99,676 106813 7137 500

1963 106,560 11311 —4751

1964 112662 - - 118,584 —5.922

1965 116:833 118,430 —1596 .

1966 130,856 134,652 —~3796 00

1967 148,906 157,608 8702

1968 152973 . 178134 —25161 ,

1969 186,882 183,Gg5 +3236 200 JJ —

1970 ‘ 192.807 195,652 —2.845 T Bevotutons

1971 187.139 0172 —23033 war World Wart f

1972 207,308 220681  —23373 S N

1973 230,799 245,647 14,349 200 Warof 1837 — CavilWae

1974 263,224 267,912 4,688

I1975 279,090 W4U5 45154 - \

976 298,060 64473 —66A13 100 " ¥

Tz 81.232 94188 —12.95 AN ™ ~ Nt | ! wonawarn

1977 355,559 400506  —44.948 ‘

1978 399,561 448368 48,807 ,. i

1979 463,302 490,997 27604 ) -

1980 517,112 576675 —59.563 1750 1800 1850

1981 599,272 657,204 . —57.932 :

1982 617,766 128375 —110,609

1983 600,562 795969 195407

198¢ 66,457 851786  — 185324 : ,
1985 est 736,859 959,085  —222.2% , 5 e i
1986 st 193729 3725 —179,9% e pattern of U.S. price levels from the beginning of our nation

he present is shown in figure 1. Typically, war-time  inflation
been followed by a period of falling prices. As late as the
30’s, the index of prices was essentially at the same level as that
50 years earlier. By contrast, the period following World War H
istinguished precisely by the failure of prices to return to their
war levels. Only in response to the price stabilizing policies of
1950’s was there a period of relative price equilibrium during
early 1960’s. This period of stability, however, signaled only an
to the World War II and Koren War inflations; it ’dld not;, con-
ute to a return to pre-war price levels. Since the mld-1960_s, in-
ion has come to dominate the economy—an inflation unn’nstak-
associated with the Federal deficits of the late 1960’s and
0’s. Although recent efforts to restrain inflation have been rela-
ly successful, nevertheless the 1939 dollar, which had declined
. value of forty cents by 1968, has declined to a value of well
er twenty cents today. : )
s Federal spending and deficits have achieved peacetime reg:ord
, the nation’s economy has crested and fallen. From sustained
h annual growth rates in the 1960’s of 5 to 6 percent, the real
omic growth of the country declined toward zero in 1980. The
gross national product actually declined in four separate years
he decade prior to 1980. The more that the Federal sector has
m from the nation’s economic product the less robust the econ-
as been. As the nation’s annual growth declined, so too did
\lative economic position among world economies.

so closely associated with the pattern of rising Federal spend-
nd deficits has been the s

EData for 1789-1939 are for the administrative: budget data for 1940 and all fullowinf years are for the unified budget.
21n calendar year 1976, the Federal fiscal year was converted from a July 1-June 30 basis to an Oct I-Sept. 30 basis. The TQ refers to.the
transition quarter from July 1 to Sept. 30; 1976.

Despite ‘the fact that an increasing share of this spending has
been accounted for through deficit financing, Federal tax burdens
have had to increase enormously in recent years to pay for these
expenditures. Per capita tax receipts have nearly doubled in the
past eight years alone, while the number of individual taxpayers
paying more than 20 percent of their income to the Federal govern-
ment has more than tripled in the past 15 years. Approximately 75
percent of all American families, through a combination of taxes
and inflation, now have fewer real, after-tax dollars than 15 years
ago.

Economic symptoms

From modest beginnings, the Federal government has grown to
become the dominant economic institution in the United States. No
other entity comes close to it in ability to condition the course of
economic events. It is the view of the Committee that most of the
economic difficulties currently being suffered by the nation are at-
tributable, directly or indirectly, to recent economic policies pur-
sued by the Federal government. Three statements summarize the
consequences of increasing Federal deficits, taxation, and spending:
(1) After two centuries of relatively stable prices, inflation although
improving in recent years has not been fully under control for two
decades; (2) Rather than sustained economic growth, the economy
, th t two d has b h, rized by extended peri

harply declining pattern of personal
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savings and private investment. In recent years, personal savings v of its fundin 4] S i

- . B g ‘programs—from school lunches to Social Securi-
have declined from seven to eight percent of disposable personal z——in an effort to mgirntain relative levels of funding. Such spend-
income to less than five percent, a greater than 50 percent reduc- 1g has, of course, contributed to still higher levels of Federal defi-
tion. At the same time, private domestic investment has steadily its. : ,

declined as a proportion of the GNP. These levels are now among Professor Lowell Harris of Columbia University summarizes the
the lowest in the world and among industrialized, Western nations. ssue in the following manner: ,

Proximate cause and effect Easing the financing of a Federal deficit by supplying

The inflation which began in 1968 has been closely associated new bank credit (money) has appeal. New money can be
with large and continuing Federal deficits. These deficits have injected into the economy easing someone’s problems,
placed the Federal Reserve Banking System in an increasingly un- Businesses and governments get dollars that had not exist-
tenable position. If the Federal Reserve refuses to purchase the ed. Such injections seem to permit the accomplishment of
new debt offered by the Treasury, increasing pressure is placed good things. But as the funds thus created add to the flow
upon private capital markets. Federal financing of deficits is com- through the economy, the cumulating results will differ
petitive with private demand for borrowed funds. As a result, from the initial results. The dollar loses buying power.
“crowding out” occurs as Federal borrowing displaces private bor- Budget deficits invite the creation of money, and monetary
rowing, leading both to higher rates of interest and lower rates of expansion lies at the base of inflation . . . Federal deficits

private capital formation. As Professor Roger Freeman of the tempt the use of money creatioq as a means of getting dol-
Hoover Institution summarizes it: lars for the Treasury without evident pain.

If the Treasury competes for funds, it drives up interest In the face of unusually high levels of Federal spending, the al-
rates and crowds out other would-be borrowers. Thereby, it native to deficit financing is, of course, increased taxation. This,
reduces the funds which are available for private invest- , has adverse economic consequences, apart from the diminished
ment, holds back industrial expansion, and improvement edom of the citizen to consume, as he chooses, the fruits of his
in productivity and limits job creation. n }llab(g'. lMorq taxes mean lelss po;::(-)tl;laxptersor;al 111‘13?3)11111615‘,)&11 tf%f,

If, on the other hand, the Federal Reserve purchases the new ‘iat?‘iriveiiié?&"ﬁefé’t’ﬁfé‘ souf}s)it anc(le)iesg Z?or?bmic "growt}{ On
debt, the monetization of this debt may lead to a money supply other hand, less income after taxes means less incentive to
growing faster than the economy’s ability to absorb this growth gage in produ’ctive economic activity generally—less incentive to
without adding to prices. More money generally means higher rk, less incentive to invest, and less incentive to do the things
prices for goods and services available in the economy. Higher hat zzontribute to economic g;'owth. High rates of income taxation
prices today further generate expectations of even higher prices to- ther distort the allocation of productive resources, invariably
morrow.  As former Chairman of the Federal ‘Reserve, Arthur ward less efficient use.

Burns, has observed: '

When the Government runs a budget deficit, it pumps 5. corrfp etztwefzess He u.)orld markels o ,
more money into the pocketbooks of people than it takes Experience with persistent large deficits in the 1980’s has fo-
- out of their pocketbooks . . . The persistence of substantial sed attention on another problem assoc1a_ted, with excessive gov-
deficits in Federal finances is mainly responsible for the nment borrowing: undermining the nation’s trade position in

serious inflation that got under way in this country in the rld markets. ;
mid-1960’s .. . . when fghe deficit inc);‘eases at a timg of eco- The huge borrowing needs of the Federal government, coupled

nomic expansion, it has 1 th the credit demands of businesses and consumers, have re-
surprisedg;% find t}?: rate of gr?ﬁl:tigrteéi’icﬁ:nsig?ld not be ired a huge influx of capital into the United States. Making the

. . nited States attractive to foreign investment has helped avoid

Professor Milton Friedman notes further: y severe effects from “crowding out” private credit needs and
Interest rates are high because inflation is high. Infla- s helped keep inflation and interest rates lower than they might
tion is high because the rate of money creation is high. herwise be. But clearly the day of reckoning cannot be postponed

Faced with abnormally large Federal budget deficits, the Federal ong when the Federal government incurs massive deficits year
Reserve has tended to purchase a significant portion of the new
debt.h As 1r}‘ﬂation has resulted, individuals have accelerated their
purchase of consumer goods and services, in the process bidding up Lag ; i ; o
: ; At A Lo es it more difficult for U.S. producers to sell their goods over
prices further, reducing personal savings, and reducing private cap- and easier for foreign prodlll)cers to market their gﬁods in the:

ital formation. ‘ : -
! . . S | . , , that means'sl growt
Decades of inflation have done damage beyond svylgs correction Statc_esb Ati;}eilﬁg;g g;gtz};:rgfniﬁe }Emgi‘i:ans Zcoov:lginy otha};

For instance; Congress has been under pressure to markets. The decline in our manufactur-

disastrous—impact on the balance of trade. A strong dollar

var
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ing sector, the loss of markets for our agricultural products, and
our record. trade deficit with Japan are bringing calls for new
measures to protect American industries from foreign competition:
measures which could threaten the prospects for healthy economic
growth-around the globe, ultimately destroying jobs and economic
opportunity for Americans.

It is clear in any event that continuing massive budget deficits
will have an enormous cost for the American economy. As econom-
ic growth accelerates in other developed countries, they will
become more attractive to investment. The foreign investment that
sustains our debt-ridden economy could dry up, and we would face
the prospect of massive inflation or of skyrocketing interest rates
that would bring the economy to a halt. The dangers of persistent
deficits have never been clearer than they are today.

In the view of the Committee, a constitutional rule limiting the
growth of Federal deficits, spending, and taxation would contribute
substantially toward the restoration of stable prices, stable employ-
ment, and stable economic growth.

X. STATUTORY LAW VERSUS CONSTITUTIONAL AMENDMENT

An amendment to the Constitution is a serious step, one to be
taken if and only if no other response is perceived: as likely to
prove effective. Alternatives to constitutional change deserve seri-
ous consideration. The major alternatives to a constitutional
amendment of the kind proposed in this resolution are:.(1) some
measure of statutory restraint; (2) new resolve by Members of Con-
gress to restrain levels of Federal spending, taxation, and deficit; or
(3) the election to Congress of new Members who possess such re-
solve.

It is the view of the Committee that these alternatives are not
effective alternatives. In one form or another, each of these alter-
natives has been employed in the past, with unsatisfactory results.
There is little reason to believe that these alternatives will be any
more effective in the future.

The -first -alternative is for Congress to resort to' some form of
statutory constraint. As pointed out in section VI, a large number
of such constraints have been proposed over the years, with several
of these having been enacted into law. None, however, has succeed-
ed in constraining the Congressional propensity to spend tax, and
engage in deficit financing. The most obvious reason for this, ulti-
mately, is that no Congress can bind a succeeding Congress by a
simple statute. :

Put another way, no statutory measure can contain provisions
requiring a greater or more onerous voting rule for its repeal than
for its adoption. Any balanced budget or tax limitation statute can
be repealed, in whole or in part, by the simple expedient of adopt-
ing a new statute or a new budget which is in conflict with the ear-
lier measure. The existence of the Byrd-Grassley amendment, for
example, requiring a balanced Federal budget for fiscal year 19381
(P.L. 95-435) has provided no deterrent whatsoever to Congress en-

gaging in “business as usual” and

¢ f.$50 h
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smain effective only as long as no majority coalition forms to
vercome such statutory constraints. :
t is the premise of the proposed amendment that some greater
e is required if Congress is to overcome the spending bias exist-
1g within our political system. So long as simple majorities are
ble to engage in the same scope of fiscal practices as under
sent law—and they will always be able to do so if they are limit-
d by nothing more than a simple statutory constraint—this spend-
o bias will continue to exist. Congress will continue to have un-
ited access to deficit spending and it will continue to have avail-
e automatic tax increases. ‘ .
ince the adoption of the congressional budget reforms in 1974,
“example, it is worth noting, Congress has achieved regular
dget deficits of unprecedented proportions. o
t is the existence of this fundamental bias that also mitigates
ainst the effectiveness of the other alternatives: increased resolve
xercise fiscal restraint by Members of Congress or the election
f Members who will demonstrate such restraint. i
The premise of Senate Joint Resolution 13 is that there is a
uctural bias within our political system that causes higher levels
spending than desired by the people, not that a .
mbers of Congress are determined to engage in fi
le policies. Senate Joint Resolution 13 is desi
mbers of Congress to.overco '

g s of Congress
1 rely when spending interest pressures become excessive.
The alternatives to a Constitutional amendment are not viable
ecisely because the fiscal history that Congress has written over
-ent decades reflects a serious defect in the institutional setting
thin which it operates. Only a Constitutional ~amendment can
ect this. Periodic efforts by Congress during times of economic
s to exercise unusual fiscal restraint are simply insufficient.
her, there must be continuing efforts in this regard: in order to
ent such crisis, in the first place. '
a democracy, constitutions establishft,he structure of govern-
t by imposing restraints on the behavior of those who. repre-
them. For years, the body politic has suffered from the remov-
f constraints upon the Congress imposed explicitly or assumed
licitly by the framers of the Constitution. The present amend-
1t would reimpose, explicitly, those constraints as only a Consti-
onal amendment can.

X1, DETAILED ANALYSIS OF SENATE JOINT RESOLUTION 13

key provisions of Senate Joint Resolution 13 are contained
jons 1 and 2. These sections must be read as provisions that
rate in conjunction with one another. ) ;
otion 1 of the proposed amendment establishes, as a fiscal
. a balanced Federal budget. It does so by requiring that Con-
‘adot ‘statement” of planned receipts and outlays prior to
atement h planned outl do not
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the Congress may adopt an amended statement of receipts and out-
lays for the fiscal year (provided that outlays do not exceed re-
ceipts) at any time during the fiscal year. By a three-fifths vote of
the membership of each House of Congress, a statement may be
adopted containing a specific level of deficit. Any amended state-
ment containing a deficit would require a three-fifths vote only if
such deficit were greater than the deficit in the previous state-
ment.

Section 1 also mandates that actual Federal outlays not exceed
the planned level of outlays set forth in the statement. Both Con-
gress and the Executive would have continuing responsibilities in
ensuring that this limit ‘is not breached. Thus, actual outlays
cannot exceed statement outlays which cannot exceed statement
receipts (which cannot grow faster than the economy). At the same
time, actual receipts may fall below planned receipts without re-
quiring Congressional or Executive action as, for example, when an
unanticipated recession causes revenues to fall below expectations
during the course of a fiscal year.

Section 2 of the proposed amendment establishes, as ‘a fiscal
norm,; that Federal receipts should grow no more rapidly than the
growth of the economy from which they are derived. The balanced
budget in section 1 should not be balanced at levels of receipts and
outlays that consume an increasing proportion of the national
economy. The proposed amendment attempts to achieve this by re-
quiring that receipts reasonably expected to be received by the Fed-
eral government not increase by a percentage greater than the av-
erage percentage increase in the national income during some rea-
sonable period ending prior to the beginning of the fiscal year. If,
in its judgment, circumstances warrant, the Congress may permit a
more rapid growth in receipts, but only upon a recorded vote of a
majority of the membership of each House of Congress.

Under the Federal Government’s system of taxation, Federal tax
receipts grow more rapidly than national income during either pe-

s in the “statement” for the coming fiscal year. The Congress is
to choose any one of several estimates of national income, e.g.,
ss national product, national income, etc., as a benchmark for

r and the growth of Federal receipts during the fiscal year also
blishes the Federal budgetary process as an at least mildly
untercyclical” instrument of fiscal policy. The lag between the
Ipoint of the national income period and the midpoint of the
al year leads to permissible receipts growing more rapidly than
fiscal year national income during
erating down 1 : ’
sible receipts growing more slowly during periods of expansion,
s moderating upturns in the economy. :

The Committee on the Judiciary, in reporting favorably on
\ate Joint Resolution 13, did so on the assumption that the pro-
ed amendment’s provisions would be construed as follows:

. . the Congress . ..” is intended to have the same
does elsewhg‘e in the Constitution of the United St
ample, in Article I, section 1. e
... fiscal year . ..” is intended as a terép fi
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S i e

eriods of recession, thus
is same lag leads to per-

-turns in the economy.

on prov for
‘and expenditures
;. common to both.

riods of real growth or periods of nominal growth caused by infla- e difference betwee s two at the Article I statement

tion. Stabilizing the share of that i ilable to the Federal ers to experienced or actual receipts and outlays, while the stat-
overnment (as provided | on 3 would reqsire oss t here })s intended to refer to expected or anticipated receipts

outlays. That is, the one is historical or backward-looking,
reas the other is future or forward-looking.

Because the amendment statement looks to thga future, a future
ssarily shrouded in some measure of uncertainty as to the pre-
circumstances that will be experienced, reasonable persons
disagree as to the proper amounts of receipts and outlays to

government (as provided by section 2) would require Congress to
enact annual tax cuts or to “index” the tax system, unless it was
prepared to vote annually for tax increases that would increase the
Federal government’s share of the economy.

Section 1 and 2, in conjunction, establish a linkage between the
growth of the economy and the growth of Federal cutlays. Since re-
ceipts cannot grow faster than the economy (section 2) and outlays
cannot exceed receipts (section 1), Senate Joint Resolution 13- also
would establish, as a fiscal norm, that Federal outlays cannot grow
faster than the economy (sections 1 and 2).

The relationship between the average growth of national income
during the . reasonable prior period:and the growth of receipts.

during the fiscal year provides: the Congress with reasonably. pre- amenglment requires that _stateme

cise guideposts in its budgeting process, minimizing the necessit;

xpected. As a practical matter, a Congressional majority will be
ﬁglal arbiter among the estimates. At most, this majority can
harged with adopting better rather than worse estimates of re-
ts and outlays for the coming fiscal year. L )

nsitive to the role of Congress as estimates arbiter, section 1 of

nt outlays not exceed state-
ided in the third sentence of section 1)
ich statement receipts cannot exceed
tion 2). Within those limitations, the Con-
easonably with respect to the anticipated
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As the fiscal year unfolds, experienced or actual receipts may or
may not meet expectations. An unexpectedly more robust economy
typically will generate actual receipts in excess of statement re-
ceipts; an unexpectedly weaker economy typically will generate
actual receipts below statement receipts. Either is permissible
under the provisions of this amendment. The amendment imposes
no obligation upon the Congress to react to the flow of actual re-
ceipts during the fiscal year. :

The analogous approach to actual and statement outlays, howev-
er, is conditioned by the fourth sentence of section 1.

The statement of receipts and outlays may be as gimple as a
single sentence in which the total of anticipated receipts and the
total of anticipated outlays for the coming fiscal year are set forth;
the statement may be as complicated as the detailed Budget of the
United States Government in which the expected or anticipated
revenues from every source and the maximum spending of every
governmental agency are set forth.

“. .. the whole number of both Houses . . .” is intended to be
consistent with the use of the phrase “the whole number of Sena-
tors” in the 12th Amendment to the Constitution, denoting the

entire membershp of the individual House of Congress in question. .

“ .. both Houses . . .” is intended to identify the Senate and
the House of Representatives, each acting separately, in keeping
with uses of the terms ‘both Houses”, the “Senate”, and the
‘House of Representatives” now in the Constitution. Specifically,
“both Houses” is not intended to connote a joint session of Con-
gress, or of its equivalent.

Section 1, 1st sentence

Prior to each fiscal year, the Congress shall adopt a
statement for that year in which total outlays are not
greater than total receipts.

“Prior to each fiscal year . . .”” is intended, under current law, to
require the Congress to adopt the indicated statement of receipts
and outlays of the applicable fiscal year “‘prior to”, or before, 1 Oc-
tober of the calendar year in which that fiscal year begins. Should
the fiscal year be redefined by law, “prior to” would refer to that
day of the calendar year corresponding to the first day of the rede-
fined fiscal year.

“ .. adopt . . .” is intended to be interpreted in the context of
those resolutions adopted by Houses of Congress without the ap-
proval of the President. The first and second budget resolutions
adopted by the Congress under provisions of -the Congressional
Budget and Impoundment Control Act of 1974 serve as examples of
such ' resolutions. Procedurally, ‘the required statement may be
adopted by a simple majority of each House.

“ . .'shall adopt . . .” is intended as a constitutional mandate
for action by the Congress. In the absence of explicit Congressional
adoption of a statement of receipts and outlays consistent with the
provisions of this article prior to the first-day of a new fiscal year,
there is an implied adoption of a statement in which both re
and outlays ai;e zero. In conjunctio
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stitutionally to eﬁsure that fiscal year outlays also would be

" for that year . . .” is intended to refer to that fiscal year
T to ’\:g'hich a gtatement of receipts and outlays must be adopted.
" in which . . .” is intended to refer to the statement of re-

S' - $ -
pt? ?33:2‘11231@3 are not greater than .total receipts . . ._' is8 1}1)1
ed to establish the fiscal norm to which the Congress 121 tlo i
d year in and year out: the total of aptmpated outlays ,%}}11 ! r;ol
coed the total of anticipated receipts In any fiscal year. The oda
outlays, however, may be less than the total of receipts in order

permit redemption of public debt.

tion 1, Ind sentence o

The Congress may amend such statement provide

- amended ougtlays are not greater than amended receipts. '

.” is intended to provide t}lxe Cé)ngg‘:dss zv1g:h

= ssary flexibility to replace any previously adop state-

. ? evfr?tlslaay new statement of anticipated receipts and outlays.

th circumstances and the totals of receipts and,,outl&yes ap :

s {0 those circumstances may change at any time prior

ring the fiscal year to which such statement is.
se, the Congress may, but need not,

ted receipts and/or the total of antici

y statement adopted for t,hesﬁs :

& . such statement . . . n

. . may amend . .

d an amended
dopted. , ‘ h an al ! :
éym:nt(;ptﬁere can be only an initial statement or an amended
atement. S

. amended outlays:.

nded to refer to the tot:

_ Mand “ . .amended receipts . . .” are
al of outlays and the total of receipts as
d from the total of outlays and the total

tly adopted statement for the fiscal

‘ ] ; ' ded re-
" provided amended outlays are not greater than amen
ts . {).” is intended to continue unabated the fiscal norms man-

ed in the first sentence of this section and in the second section.

tion 1, 8rd Sentence ‘ N b )
ith the approval of three-fifths of the whole number o

‘bogllHouses,%%e Congress, in such statqment, may provide

for a specific excess of outlays over receipts.

_fifths of the whole number . . .” is intended to identi-
the rrf{lr:fril{clﬁ proéortion of the total membership of each I%‘%lgge
eded for action by the Congress. Under current law, three-fi ; S
‘the Senate membership is 60 and of the House of Representa-
is 261. Vacancies would reduce these mimimuim majormes‘.b s
With the approval of . . ."is int;en(}il?cd Eo ﬁi%gﬁlie é:gg gggzzl “}1 ﬁ

s Intendec 1005 ‘
o e arésetllll; }g s of the first and
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second sentences of this section would be inconsistent with the wel-
fare of the American people.

“ .. im such statement . . .”” is entended to refer to any state-
ment of receipts and outlays for the fiscal year adopted subsequent
to the three-fifths vote providing for a specific excess of statement
outlays over statement receipts. Any subsequent statement of re-
ceipts and outlays may be adopted by a simple majority of each
House of Congress, provided that total of outlays in that statement
does not exceed the total of receipts by more than the excess ap-
proved pursuant to this sentence. It is not intended that every sub-
sequent statement of receipts and outlays containing an excess of
outlays over receipts be adopted by a minimum three-fifths majori-
ty of the whole number of each House.

“ .. may provide for . . ." is intended to be permissive, noet man-
datory. That is, statements of receipts and outlays adopted subse-
quent to this three-fifths determination may provide for a smaller
excess of outlays over receipts.

“ . . specific excess of outlays over receipts . . .” is intended to
identify the maximum number of dollars by which outlays may
exceed receipts in the statement of receipts and outlays for the
fiscal year adopted by the Congress pursuant to the first and
second sentences of this section.

Of necessity, there would be a rollcall vote in determining wheth-
er there exists a three-fifths majority in each House in favor of a
specific level of deficit. The Committee intends that the substance
of such a vote be restricted to the issue of such a deficit. For exam-
ple, it would be inconsistent with the objectives of this provision if
such ‘a deficit were conditioned or qualified by particular cirecum-
stances (e.g. “Whenever the measure of unemployment exceeds ten
percent”), or if there was specification of the uses to which:the
excess outlays were to be allocated. Neither a provision for excess
outlays attached as a rider to a resolution addressing some other
subject nor a resolution to which a rider addressing some other
subject has been attached would be consistent with this provision.

Section 1, 4th Sentence

Actual outlays shall not exceed the outlays set forth in
such statement.

The general obligations of this sentence—to ensure that actual
outlays do not exceed the statement level of outlays—is one im-
posed jointly upon the Congress and the President, each in the ex-
ercise of their existing constitutional powers. There is a mandate to
monitor the flow of actual outlays and to take such steps as are
necesary and proper to prevent them from exceeding the total of
statement, outlays. This sentence neither anticipates nor necessi-
tates any alteration in the balance of powers between the legisla-
tive and -executive branches of the national government; but
merely imposes an additional responsibility upon each of these, to
be achieved through the exercise of existing authorities.
“ .. Actual outlays'. . .” and “. . . outlays set forth in such
statement .. .” are intended to refer to the distinction explored
-above between the total of outlays actu: Tiac '
scal ve h
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ticipated prior to or earlier in the fiscal year. The one is dictat-
n part, by circumstances as they do unfold; the other is condi-
ned by the circumstances expected to unfold.
‘. . shall not exceed . . .” is intended to permit actual outlays
be less than or equal to statement outlays. Actual outlays must
ot be greater than statement outlays. e
.. Actual outlays shall not exceed outlays set forth . . " is in-
ended to establish a linkage between the appropriation process
ind the statement of receipts and outlays adopted pursuant to this
section. Both Article I, Section 9 of the Constitution and the Con-
rressional Budget and Impoundment Control Act of 1974 establish
ngressional control over the disbursement Qf .funds. This sen-
ence, then, completes the linkage of the established budget and
spending control process and this amendment.
The full set of linkages intended by the amendment may be sum-
marized as follows:
Actual outlays not to exceed statement outlays—4th sentence of
section 1. i
 Statement outlays not to exceed statement receipts—1st and 2nd
ntences of section 1. , . i
Statement receipts not to exceed statement receipts of . prior
cal year adjusted for growth of the economy—section 2.

ction 2
Total receipts in the statement adopted pursuant to this
article shall not increase by a rate greater than the rate of
increase in national income in the previous year, unless a
majority of the whole number of both Houses shall have
passed a bill directed solely to approving specific addition-.
al receipts and such bill has become law. .. .

“Total receipts . . . pursuant to this ar
fer to the total of anticipated re

tended to be cor led in the s ot
aving the capacity to be positive, zero, or .,.,g,?t}Ve‘ A “negative
crease”’, which would be termed a “decrease” in everyday lan-
1age, would occur if the measure of national income declined

-om year to year.
W Y . is intended in the sense of the rate of change

om year to year. ) e
The ‘“rate of increase in statement receipts’, r,

bolically as

may be expressed

r=[Rly+2)/R(y+1)]-1
ere R(y+2) represents the statement receipts for the y+2th
1 year and R(y+1) represents the statement receipts for the

ceding or y +1th fiscal year.
Che “r: increase in national income”, n, may be expressed
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ilabili " i 1d, how-
he availability of necessary economic data. It would, h
r%et v?'hat)lly incon)éistent with ‘the intent of this prows;onfor
éress to repeatedly adjust the base year 1n order to mampulatg
data. : .
ngzr current law, the first day of the fiscal year is 1 Octob}frt,
last day of the calendar year ending before 1 October of tda
ndar year is the 81st day of December of the previous calendar
Thus, under current law, the rate of increase in statement re%
ts for fiscal year 1986 would be related to the average ratedo
ease of national income for the approprlate number of calendar
rs including calendar year 1984—since fiscal year 1986 begins In
] 1985. : ;
l?(?l?ll(‘i);iirCongress determine that a redeﬁr1,ed' fiscal year would
appropriate, adjustments in the amendment’s intended relation-
r and calendar yearf, wi)lul% be requlé'etd, co;rll(;
ith the redefinitions. Should the Congress determi
I%Sgrgvtv?)-;gar or twenty-four month fiscal year would be appro-
e. the commensurate rate of increase 1n r}at_lonal _income
d be over two calendar years. :Fhe amendment’s intentions ar?

where N(y) represents the measure of national income in the yth
calendar year and N(y—k) represents the measure of national
income in the y—kth calendar year.

¢ . national income . ; .” is intended to be construed in the
general or ‘generic sense of the national income of' the United
States of America. In “A Primer of Gross National Product Con-
cepts and Issues” (April 1981), the General Accounting Office de-
scribes national income in the following terms:

The national income and product accounts are a means
of measuring the Nation’s annual output of final goods
and services at their market value. The accounts register
the economy’s output of finished goods and services and
the incomes which flow to resource owners from their con-
tribution to output. The accounts thus present for the Na-
tion’s economy the sort of information contained in a busi-
ness’ profit and loss statement or a household budget.
They balance the flow of income earned against the flow of
spending on the economy’s output of goods and services.

The Nation’s output measured as national income and ith such re-interpretations. .y
product provides a gauge of the economy’s performance %t::.l tcg;rent budgeting procedures, the Congress ,recelvets“th@'
and can be interpreted as a yardstick of the country’s ma- dget message of the President in mid-Januar t ab

terial well-being.

The precise concept of national income is intended to remain
subject to the discretion of the Congress. Currently reported con-
cepts include Gross National Product, Net National Product, Na-
tional Income, and Gross Domestic Product. Any of these may be
chosen, ds might as some new measure determined by the Con-
gress.
| For the purpeses of the amendment, there is no requirement that
| the concept of national income, its definition, or its computational
procedures remain immutable through time. If some new concept,
definition, or computational method is adopted, continuing compli-
ance requires only that there be a one-time, overlap year in which
the measure of national income is derived under both the old and
the new concept, definition, or computational procedures. During
this transition year, the rate of increase in the national income
would be measured under the old approach. Thereafter, the rate of
increase would be measured under the new approach. Thus compli-
ance requires only that there be a transitional period during which
the new approach is phased in so as not to undermine the plain
purposes of section 2,

“ . ..in the previous year . . .
gress with a base period for determining the permissible level of
receipts in the subsequent prefiscal year budget statement. The
“previous year” refers generally to that calendar year ending prior
to the outset of the fiscal year for which such statement is being
prepared. There is sufficient flexibility, however, in this term to ac-
commodate ‘‘years’” which are not identical with calendar years to
the extent that this becomes necessary. For example, if the fiscal
year were to be restructured to commence on January 1 of each
year, it might well be the case that the Congress would want to use
as the “previous year” one ending prior to December 31 in order to

the first preliminary estimates of the na
previous calendar year are being prepa
ates are revised some four weeks late
‘more weeks later. Thus, by mid-March,
he second estimates of the growth of anzg;,lonal\,‘;,, con
ious calendar year as a basis for planning the ;cox}xlnngf el
’s receipts and outlays. By July, the Congress will alve: ava
he first full set of detailed estimates of nationa 1ncomg
with for the previous c?)lendar year, well before the - secon
ution in September. ;
gztrf:'s’i%lnal income I()estimates for any calendar year subsefgllllent-
revised in July of the second and third calendar years to ovg— ‘i
e end of that calendar year. For the purposes of the almezlh- ;;
_each of these revisions should adJust_commeng,urate y the
ment receipts for the fiscal year to begin following the retw-
Such adjustments generally will be minor but will gua;;;a}cxll1 e(}
the statement receipts do not lose touch with the growtl 1:o
nal income over time. The adjustment Qf statement rececllp S,
intended: to mean. any revision of estimated or
d outlays either for the fiscal year in whlcﬁ such
is intended to provide the Con- ons are announced or for the fiscal year to w_}lug}ll such revi
vould have been applicable had they been’?yal. a e.d G et
al receipts . . . in the previous year . . . 18 inten eThO se
_the fiscal norm to which the Congress will be held. % in-
statement receipts year to year shoulc_l not be proportion-
greater than the proportionate increase 1n national income.
ent receipts may, but need not, rise by less than the p}'opori
increase in national income.'Spec1ﬁ<_:ally, a fiscally rutg}?
s may adopt statement receipts which are less than (}

itted under this section by a simple majority o

‘ ent adopted pursuant to section 1. Such

te increase in statement receipts then

s
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would become the base for statement receipts in the subsequent
fiscal year and, by linkage, to all future fiscal years.

Symbolically, r must be less than or equal to n, where r and n
are the growth rates of statement receipts and national income re-
spectively, as discussed above under “. . . rate . .."”. Upon substi-
tution for r and n, this relaltionship leads to the following relation-
ship between the statement receipts of one fiscal year (y+2)-and
those of the preceding fiscal year (y+1):

R(y+2) <=R(y+D{N@E)/Ny—k)jVk
where N(y) represents the national income of the calendar year
ending immediately prior to the calendar year in which the fiscal
year begins and N(y-—k) represents the national income of the cal-
endar year ending k years prior to the calendar year in which the
fiscal year begins.

“. . majority of the whole number . . .” is intended to identify
the minimum proportion of the total membership of each House
needed for action by the Congress on the revenue bill by which a
greater increase in statement receipts is to be provided. Under cur-
rent law, a majority of the Senate membership is 51 and of the
House of Representatives is 218. Vacancies would reduce these
minimum majorities. f

“.". . shall have passed a bill . . .”is intended to be interpreted
in the context of article 1, section '7 paragraphs 1-and 2, deahng
with revenue bills.

“. . specific additional receipts-. ’is intended to impose upon
the Congress an obligation to adopt such specific changes in specif-
ic revenue laws as are required to generate the additional revenues

 commensurate with the greater increase in statement receipts de-
sired by the majority of the Congress. Where existing revenue laws
would generate estimated receipts in excess of the statement re-
ceipts otherwise permitted under this section, the Congress must

approve a bill setting forth those specific revenue reductions which

otherwise would have been forthcoming and waiving such reduc-
tions.

. dLrected solely specific additional  re
ceipts . .
specific changes necessitated by the greater increase in receipts:

The bill cannot include qualifying or conditioning clauses regard-

to approvmg

ing a specification of conditions under which the bill is to be effec:
tive or specification of the uses to which the additional receipts
wotld be allocated. Neither an approval of additional receipts at-
tached as a rider to a bill addressing some other subject nor a bill
to which a rider addressing some other subject has been attached

shall be valid for purposes of this clause
“ .. such bill has become loaw . .
prov1s1ons of Article I, section 7, paragraph 2 ‘'wherein the Pre:
dent has approved the bill or, the bill having been returned to t
Congress shall have been reconsidered and shall have been pass
by the required two-thirds of each House ,

Section 8 -, ...
The Congress

" is intended to restrict the language of the bill to the

’'is intended to invoke the
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. may waive . . . is intended. to: provide Congress with discre-
tlonary authority to operate outside of the provisions of particular
ctions of this amendment in the event of declarations of war.
uch a waiver would be by concurrent resolution of Congress, a res-
olution which would not have to be submitted to the President for

the provisions of this article . ’ is intended to refer pri-
arlly to sections 1 and 2 of the amendment The Congress may
aive any or all of these provisions. Waiver of sections 3, 5, or 6
uld seem pointless.
. declaration of war. . .” is intended to be construed in the
ntext of the powers of the Congress to declare war under Article
section 8, neither adding to nor subtracting from those powers.
e committee intends that ordinary and prudent defense appro-
iations and preparations for a war perceived by the Congress to
imminent be funded fully within the limitations imposed by the
endment although Congress may establish higher levels s of
ending and/or deficits for these or any other pu T
ons 1l and 2.
... for any fiscal year . . . is in ef]
aiver of the prov1s1ons of the a
asis. That is, Congress cannot

ated 10-7, designed to respond to this concern. The Heflin
ndment would automatically waive the balanced budget re-
ement in time of declared war; authorize the Congress to waive
h requirement if the United States is engaged in military con-
whlch causes an “imminent military threat to the national se-
ty”; and. enable Congress to provide for additional outlays for
defense of the nation if Congress declares by an absolute major-
of the whole number of each House that there is an “unfore-
-and imminent. military threat to the national security”,
ough a joint resolution enacted into law.
Ithough there was virtually unanimous consensus that Con-
S5 ought to retain maximum flexibility in responding to nation-
ecurity crises, the majority of the Committee felt that S.J. Res.
lready dealt adequately with this. In the event of a defense-re-
d emergency, the Congress under S.J. Res. 13 could: (a) waive
ntire amendment in case of declared war; (b) waive the bal-
budget requirement by three-fifths vote; (c) waive the spend-
ing ceiling by a majority of the whole number; or (d) adjust
ding priorities within the existing budget by a s1mple majority
urther, it wa contended that the approximately $70 billion
ati d malntenance account- exists for
. services are always
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i iti “ ipts”. A Glossary
: th the definition of budget receipts ‘.:A
xilc;lr;yr{ljggcsl ‘S the Budget Process” (1981) deﬁnes budget re-

56

Proponents of Senator Heflin’s amendment felt, on the ot t
hand, t}}a@ the existing provisions of the amendment are excessi
ly restrictive and that a three-fifths vote requirement to allow U as ’
defense spending ‘may prove too difficult or time consuming. ¢ lections from the public (based on the Government s
cern was expressed that appropriate military responses might 02 of its sovereign powers) and from Payments by
dependent on the expediency of the moment. Senator Heflin HeToISS rtain voluntary Federal social insurance
scribed his amendment as a “safeguard mechanism” to be used s. These collections, also called governmental re-
those situations in which 60 votes may be impossible to achieve b gtr amo}lsist primarily of tax receipts and social insur-
in which Congressional majorities (and the President) support t ps, €07 ms. but also include receipts from court fines,
use of such funds. ; SR nce premivnis, and deposits of earnings by the Federal
The Committee acknowledges that the Heflin amendment h Gifts and contributions (as diSting‘.liShed
i}lbstané;lal merit and it'lils expected that further efforts at negotia ' i or cost-sharing élepostl)tsdgb}é
ion and compromise will continue on this important issue as S.J re also counted as buCes
Res. 13 approaches floor consideration. P S gg? ?Sn dBlll(ac;;t %%%zggg e;l::’)czmpared with total outlays
Section 4 ' ' cai)culatmg the budget surplus or deficit. Excluded from

“ hall take. effe d o e brudget reselp
..... shall take effect . ... is intended to be interpreted in t i t intend
. ; " h receipts are not Intende
j{;lrxr?:ng);ggsr as the same phrase contamed 1n’ Section 5 of the 2 - Glossary defines as:
s for the second fiscal year beginning .. .’ means that all Collections from | T
the obligations imposed upon Congress aﬁd the President by t ons with the public that a1 1ﬁ g
amendment for any fiscal year shall be complied with for su N They are casss =
fiscal year, the first day of which begins at least one full fiscal y jes: (a) collections credited to %mz’ y
and less than two full fiscal years after the date of ratificati nts, and (b) off-setting recelpis B8 Lo Lo "petween
Under current law, if the date of ratification was on or before S

d to include “off-setting collections”

i nts). In general, the distiz >
i A ) goriegs is that ‘“‘collections credited to

‘tember 30, 1985, the amendment would require first adoption ‘ o maj ccounts”’ normally can be used

the statement of receipts and outlays by September 30, 1986; if thy : funds
date of ratification was on or after October 1, 1985, the first ad P . on tlo? biyugggg;ffga ﬂ%fgi%a; a;;;m-
tion of the statement would not be required:before September 3 receipt accounts ﬁ:‘?gsrilgns ey od withaut on g 2ppro”

1987, : jated. Offsetting co. i ffsets
: “o its ratification . . " is intended to be construed as ratifica ents in calculating total (Iutlays.t gﬁfsﬁg; (2:115 r(l)et ob-

tion of this article under Article V of the Constitution. e made in arrlglng at total budge

Definitions gaéﬁ?é’ci?fﬁsr rcere‘dited to appropriation or fund accounts”

Because it believed report language to be adequate in addressi cur in two circumstances:

the issue, the Committee in approving S.J. Res. 13 excluded a d
nitiondl section contained in previous versions of the amendm

which read as follows: ished
: . 4 . ed are ;
Total receipts shall include all receipts of the United o sfi?ggiss fug‘gi‘s accounting purposes, earned reim-
1Stateshellilce.pt ltl:ioseaﬁerlveid from borrowing and total out- ﬁg;gglents are also known as revenues. Thes}i: collectlo.r;s
ays shall include outlays of the United States except o nef i nining outlays from such apPropTiEr
those for repayment of debt principal. ? ; netted in determiineg ’

N glth;n;}glh this laréguage gvas believed to be unnecessary in t
ody of the proposed amendment, it continues to reflect the inten : i i
of the Committee in approving the coustitutional amendment. Tn revolving funds_~—pub11ﬁ ef;l'?xfg n::é
following is a further elaboration of these terms: : ¥t 1, and trust revolving—eo ?‘S 11 as the
th“. i receipt;s'f .}i” is intecrllded to include all moneys received ding and outlays are reporte

e Treasury of the United States, either directly or indirect amount. ' L N i -
through Federal or quasi-Federal agenci st \ ¢ ffsetting receipts are amounts deposited in receipts ac

i e o8 ‘ general funds, special funds, or trust fund).

oimbursements

When authorized by law, amounts collected for materi-

treated as reimbursements to
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These receipts generally are deducted from budget author-
ity and outlay by function and/or.subfunction, and by
agency.

“Offsetting receipts’” are subdivided as follows:

Proprietary receipts from the public

“'Collections  from the public deposited in receipts ac-

counts of the general fund, special funds, or trust funds as

a result of the Government’s business-type or market-ori-

ented activities (e.g., loan repayment, interest, sale of prop-

_erty and products, charges for nonregulatory services, and

~ rent and royalties). Such collections are not counted as

. budget receipts, and with one exception, are offset against

_total budget authority and outlays by agency and by func-

- tion. The exception consists of receipts from rents and roy-

alties from Outer Continential Shelf lands that are deduct-

ed from total budget authority and outlays for the Govern-

ment as a ‘whole rather than from: any single agency or
function. ! b

Intragovernmental transactions

Payments into receipt accounts from Federal appropria-
tions or fund' accounts. They are treated as an offset to
budget. authority ‘and outlays, rather than as a budget re-
ceipt. Intragovernmental ‘transactions may be' intrabudge-
tary (where both the payment and receipt occur ‘within the
budgetary universe) or they may result from the payment
by an off-budget Federal entity whose funds are excluded
from the budget totals. Normally; intragovernmental
transactions are deducted from -both the outlays and the
budget authority for the agency receiving the payment.
However, in two cases, these transactions are not deducted
from the figures of any energy or function. Instead, intra-
governmental *transactions- that involve ~agencies’ ' pay-
ments (including payments by off-budget Federal entities)
as employers into employee retirement trust funds and the
payment of interest to nonrevolving trust funds appear as
special deduct lines in computing total budget authority
and outlays for the Government.

Also not intended to be a receipt for the purpose of this section

are ‘refunds”, defined by Glossary as:

Returns of advances or recoveries or erroneous disburse-
ments from appropriation or fund accounts that are direct-
ly related to, and reductions of, previously recorded pay-
ments from the accounts. Also considered refunds are re-
turns to the taxpayers of receipt collections in excess of li-

abilities (i.e., tax refunds). These refunds are recorded only

if 'the cash is-actually disbursed to the taxpayers. If the
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abilities are treated as budget outlays rather than refund
of receipts.

Specifically, receipts are to be di’stinguished from ‘“revenues.”
The U.S. Department of Commerce's Governmental Finances de-
fines “revenue” as: ; :

All amounts of money received by a government from
external sources—net of refunds and other correcting
transactions—other than from issue of debt, liquidation of
investments, and as agency and private trust transactions.
Excludes noncash transactions such as receipts of services,
commodities, and other “receipts in kind”.

While alike in excluding refunds and debt, revenues does not ex-
lude offsetting receipts from the sale of services to the public. For

pts ing

hough the
lied intention of returning the sam
d that such contributions ‘k}ge cl

ywner to others, either by sale
while creating an implied obligation to retu ,
.reate a transferable title. Treasury notes and bonds fall into th
first class of obligation; social insurance programs fall into the
second class of obligations. : : , Ty
Also excluded from borrowings are those temporary obligations
-epresented by accounts payable. While these obligations normally
are transferable by their owners, they do not generate a flow of re-
ipts to the Treasury at the moment of creation, although they do
nstitute an “outlay’” when extinguished.
“ . total receipts . . .” is intended to be construed as the sum-
mation or a total of all receipts, exclusive of borrowings and cer-
in other classes of receipts, which the Congress reasonably can
xpect to be received by the Treasury of the United States during
: in question.

he‘ﬁ.sc.:al ey H.l q 7 is intended to include all disbursements from
e Treasury of the United States, either directly or indirectly
rough Federal or quasi-Federal agencies ,creatt’a’d ur‘l‘der the au-
ority of acts of Congress, and either “on-budget” or “off-budget’.
ith certain notable exceptions, outlays are those withdrawals sub-
ot to Article I, section 9 which provides that “no money shall be
rawn from the Treasury, but in consequence of appropriations
ade by law”. Glossary defines “outlays” in the following manner:

ons are generally liquidated when. checks are
cash disbursed. Such payments are called out-
1ing checks, obligations may also be lig-

occur) by the maturing of interest
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coupons in-the case of some bonds, or by the i
] \ e igsu
lﬁgngs or notes‘(or increases in the redZmptionsvzllllfg gg
e :pi ;ﬁﬁfﬁlgﬁi‘ Oél_tlays. during a fiscal year may be
i igations incurred in prior years (pri
year outlays) or in the same efore. flow
) year. Qutlays, therefore, fl
in part from unexpended balances of pri ; zot o
: ' prior-year budget au-
;}ég;lgl 33301}? tll)la:aﬂ;n f;‘g;n budget furl‘ghority grovided %or ?llmle
oney is spent. Total budget outl
stated net of offsetting collectio d g lays of
off-budget Federal entities Th1 ?S’ s exclufie oullaye of
off-budget. Federal o . The terms expenditure and net
ue requently used interchangeably with

Glossary defines “budget authority” as:

Authority provided b, i
\ r ided by law to enter into obligati
%‘vh&ch Yn(l}} result in immediate or future outlays iri%gfxlr(i)lrlls
dgeserr?ot ingégéngnzhfuptds,t except that budget authoritg
1 uthority -to insure or guar -
payment of indebtedness incurred by a?lzthzgtgirts};i rc?r
government. The basic forms of budget authority are a
%pﬁﬁgfsgwauféhonty f’go bo}xl‘row, and .contract authoritl;
o types of authori ' '
ferred to as “‘backdoor authorit;}?.y are lso, commonty. re-

The majol‘ forms of budget authority include the following:
- Appropriations. |

<An authorization by an act of Con i
Federal agencies to incur obligations ,cixl';egs tgh?;allc):rm;tﬁj
ments out of the Treasury for specified purposes. Anpay
%)rgprlatlon usuallx fqllows enactment. of authorizing legiI;:
ation. An appropriation act is the most common means of
providing budget authority, but in some cases the authoriz-
ing legislation itself provides the budget authority. Appro-
%rl-‘latlons c}o not represent cash actually set aside in the
th:;srl'ggrs ng;t pllllrlr'l};g:fs:) specflﬁedin the appropriation act;
! 1 ions of amounts which agenci ’
gibvllgate during the period of time specified ingthgliz;g:g
by t? ;)}Lp;togf:lg&slgiit. S(:}\;ergtl types of appropriations are

1 ] authority, since they d t i
not ¢ itk ice they do not provide
aatk gli.;ltglugé: incur ‘additional obligations. Examples of

Appropriations to liqui i
I _ quidate contract authority—con-
gressmnal action to provide funds to pay oll;lli{g’atfgr?s
1n2urred agagpst contract authority;
- Appropriations to reduce outstanding debt—
sional action to provide funds for debt %etiremecri)tl'1 irfg
Appropriations for refunds of receipts. , '

Authority to borrow

Also called borrowing authorit i

L y or.authority t
debt receipts. Statutory authority that permitsya %‘esdpgxfﬁ ;
agency to incure obligations and to make pa o)
specified purposes out of borrowed moni
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Contract authority , .

Statutory authority that permits obligations to be ‘in-
~curred in advance of appropriations or in anticipation of
receipts to be credited to a revolving fund or other ac-
count. (By definition, contract authority is unfinded and
must subsequently be funded by an appropriation to liqui-
date obligations incurred under the contract authority, or
by the collection and use of receipts.)

Glossary defined “off-budget Federal entities” as:

Certain federally owned and controlled entities whose
transactions (e.g., budget authority or outlays) have been
excluded from budget totals under provisions of law. The
fiscal activities of these entities, therefore, are not reflect-
ed in either budget authority or pudget outlay totals. How-
ever, the outlays of off-budget Federal entities are added to
the budget deficit to derive the total Government deficit
that has to be financed by borrowing from the public or by
other means. TO T
. The Glossary of the United States Budget in Brief (OMB, 1982)
notes that these “transactions belong in the budget under current
pudget accounting concepts.” It is the intention of the Committee
that the outlays of these off-budget entities be included with-on-

budget outlays for the purposes of the various provisions of -the

ederal programs that would not be covered by S.4d.
i , Valley Au-
50. the financing of that program has been the sole
n electric power ratepayers—not the us.

ers. Consequently, the receipts:

£ the problem 8.J. Res..

Specifically, outlays are to be distinguished from ex]

s currently defined. The U.S. Department of Commerc

ent Finances defines “expenditure’” as: "

All amounts of money paid out by a govern

recoveries and other correcting fransactions——other tho
for retirement of debt, investment in securities, extension
of credit, or as agency transactions. Expenditure includes
only external transactions of a government and excludes
noncash transactions such as the provision of ‘perquisites

~ or other payments in kind.

d interagency transactions, ex-
utlays reduced by offsetting re-
he public. For the purposes of
ntended that these offset outlays not be con-
‘outlays”. In addition, the concept of expend-
" sutlays treated as loans
the amendment, it is
trued to be a part of

nditures does no
ipts from the sale o
‘amendment, it is i
rued to be a part of ¢
ures does not includ
anges of assets.
ed’ that all “off-b
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Like “receipts,” “outlays” is intended to exclude interagency and
intra-agency transactions. . o o

.. . except those for repayment of debt principal . ...” is intend-
ed to exclude from outlays repurchase and/or retirement. of Feder-
al debt. Glossary defines: ‘federal debt” as follows: = :

There' are three basic tabulations ‘of Federal debt:: gross
Federal debt, debt held by the ‘public, and debt' subject ‘to
statutory limit. :

Gross federal debt

Consists of public debt and agency debt and includes all public
and agency debt issues outstanding. “Public debt” is that portion of
the Federal debt incurred when the Treasury or Federal Financing
- Bank (FFB) borrows funds directly from the public or another fund

- account d counting, FFB borrowing from the Treas-
olic debt. (The Treasury borrowing re-
y to lend the FFB is already part of the

ebt” ig that portion of the Federal Debt incurred when
a Federal agency, other than Treasury or the Federal Financing
Bank (FFB), is-authorized by law to borrow funds directly from the
public or another fund or account. To avoid double counting,
agency borrowing from:Treasury or the FFB and:Federal fund ad-
vances to trust funds are not included in the: Federal debt. (The
Treasury or FFB borrowing required to obtain the money to lend to
the agency is already part of the public debt.) :

Debt held by the public ;

Part of the gross Federal debt held by the public. (The Federal
Reserve System is included’ in “the public’” for this:purpose.) Debt
held by Government trust funds (e.g., Social ‘Security Trust Fund),
revolving funds, and off-budget Federal entities is excluded from
debt held by the public.

Debt subject to statutory limit

As defined by the Second Liberty Bond Act of 1917, as amended,
it ‘currently includes virtually all public debt. However, only a
small portion of agency debt is included in this tabulation of Feder-
al debt. ' ‘

“Principal” is intended to be distinguished from “interest” and
refers to a capital sum due as a debt. Specifically excluded from
principal is any interest accrued or paid in conjunction with the
debt obligation. ‘

As with receipts, there is no intention to exclude from outlays
those benefit payments arising from social insurance programs. As
noted, receipts into such programs do not create, and the benefit
payments attendant thereto do not extinguish, a transferable obli-
gation—in contrast to Federal debt. Also as noted, there is no in-
tention to exclude from outlays those disburseiments arising fi

nts bl s the associated ys alre
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Loans for which the Federal Government guarantees in whole or
in part the repayment of principal and/or interest impose no fund-
- ing obligation on the Treasury unless and until such loans come

into default and the Treasury must discharge the guarantee obliga-

tion. Such a discharge is intended to be construed as an outlay in
the fiscal year of discharge, not in the fiscal year during which the
loan was guaranteed. Such a discharge is not intended to be con-
strued as a repayment of debt principal; unlike the debt repay-
ments to be excluded, such discharges do not involve a prior receipt
by the Treasury of borrowed funds. ’ ,
“ .. total outlays . . .” is intended to be construed as the sum-
mation or total of all outlays, exclusive of debt repayment and cer-
 tain other classes of outlays, for which the Congress reasonably can’
_expect payment to be made by the Treasury of the United Sta
- during the fiscal year in question. ;

% . receipts . ..”, ‘.. borrowing . .." '
and ‘. . repayment of debt principal "
_or to be defined by statute and, as su
~ standing apart from these statutory defi
the Committee with respect to current concepts he

above. ‘At the same time, the Committee is sensiti
hood that such concepts will undergo modificatio
Provided such modifications are not designed to subvert
tions on the Congress imposed by the amendment, but
designed to further those purposes, there is no intentio
meanings given here be immutable through time. :
‘As with national income, adoption of some new concept, defini-
tion, or computational method need only be accompanied by a tran-
sition period during which the measures of receipts and outlays are
derived under both the old and the new concept, definition, or com-
putational procedures. . . o
~ For example, the Committee believes that Congressional budget-
ing decisions with respect to loan guarantees might be enhanced by
including in outlays the present value of such obligations in the
fiscal year of obligation, rather than in the fiscal year of discharge.
Should a consensus emgerge with respect, first, to an acceptable
ethod for computing their present value and, second, to the desir-
ility of their inclusion in current year outlays, the Committee
ould believe that such inclusion would constitute a furthering of
e purposes of the amendment. i
Similarly, should the Congress come to conclude that budgeting
nd accounting operations of the Federal Government were better
nducted on an accrual basis, continuing compliance with the
mendment would not necessarily be subverted by such a change;
ther compliance might be enhanced.

ith respect to the exclusion from receipts and outlays of those
ransactions involving “proprietary sales to the public”, the consen-
of the Committee is that such transactions represent voluntary
ationships between the government and the people. As such,
Y umption that these relationships reflect the individ-
mination that purchases of Federal goods and serv-
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appropriate legislation.” The Committee felt that implicit in the
roposed amendment is. a responsibility placed on Congress to
‘enact legislation in a timely manner that will fill in the fine details
f the process created by the proposed amendment and which
cannot be addressed in as precise a manner by constitutional
amendment as by simple statute. Congress’ power in this regard
will be as broad as its power under the “necessary and proper”
ause to carry into effect any other authority or power granted to
by the Constitution, see Marbury v. Madison 1 Cranch, 137

Joint
esolution 13 that Congress is expected to implement is that sp
ed in the final sentence of section 1. That sentence states,

Actual outlays shall not exceed the outlays set
such statement. e

This sentence imposes a continuing respon

the amendment through the establishment of exclusive franchise
entities under Federal charter. Operating without the discipline of
competition, such entities would have implicit taxing powers with
which to fund programs which, absent the amendment, would have
been organized within the Federal Government and would have
been subject to the normal budgetary procedures of the Congress.
It is the clear intention of the Committee that such subterfuges be
construed as violations of the amendment,

The Committee also believes and intends that the creation of in-
dependent entities with explicit taxing powers would be an uncon-
stitutional delegation of current Congressional authority. It would
be, as well, at variance with the intentions of the amendment.

Congressional enforcement =~

Although the Committee has deleted language contained in pre-
vious versions of the proposed amendment expressly imposing upon
the Congress the responsibility to “enforce and implement this arti-
cle by appropriate legislation”, it has done so only because it views
such a responsibility as implicit in this article. Beyond their explic-
it responsibilities in the fourth sentence of section 1 to ensure that
actual outlays do not exceed planned statement outlays, Members
of Congress are required by Article VI generally to “support this hority: and
Constitution” while the President is required by Article II, section . A , authority, ax}’;
1, clause 7 to “preserve, protect, and defend the Constitution”. It is ! SOUe Sl d " ﬂmeansthy
fully expected by the Committee that the Congress and the Presi- f 16 Ind uence Lne
dent will effect such legislative initiatives, and devise such proce-
dures, as will be necessary to ensure the effective implementation
of the proposed constitutional amendment. e o

thority

scal process. o o ~
It is not the intent of this provision, then, to establish any new au-
hority in the President, absent Congressional action, or to imply
ny re-ordering of the separation of powers balance between these
ranches of the national government. This provision, for example;
oes not invest in the President any new authority to impound ap-
ropriated funds; Congress, however, may choose to amend existing
npoundment statutes (consistent with the Constitution) and estab-
sh greater authority in the President to carry out his section 1
bligations by impounding funds. It is not mandated, however, that
ongress implement this or any other particular enforcement pro-
ision; it is expected only that the Congress ensure that there be
me effective means by which the Congress and the President may
h exercise authority to enforce this critical provision of the

endment.

In the absence of such legislation, it is still expected that the
resident will exercise his budget proposing authority, his veto au-
hority, and any other authority presently available to him to
arry out the mandate of the section 1 provision. The same would
pected of Congress, of course: . ) ‘
While there may be no sanctions expressly contained in Senate
. aRe nt Resolution 13 for the violation of any particular provision, it
which shall be necessary and proper for carrying into exe- st first be recognized that Congress and the President are ex-
cution the foregoing powers and all other powers vested by ted to act in accordance with the Constitution. Both Members of
this Constitution in the government of the United States gress and the President are obligated to take oaths of office
require compliance with the Constitution. Thus, in summary,
language and the intent of

_XII. ENFORCEMENT

Generally

While earlier versions of Senate Joint Resolution 13 contained
language to the effect that, “The Congress shall have the power to
enforce this article by appropriate legislation”, this was not includ-
ed in the proposed amendment because it was believed to be unnec-
essary language. Unlike earlier amendments to the Constitution
that contained similar enforcement provisions, e.g., the 19th, 23d,
24th, and 26th Amendments, Senate Joint Resolution 13 imposes
no limitation upon State actions; it limits only the authority of the
national government. Thus, the Committee felt that the language
of the “necessary and proper” clause in Article I, section 8 would
clearly effect the same results as an independent enforcement pro-
vision in the proposed amendment. Article I, section 8, clause 17
reads as follows: == ,

The Congress shall have fhe power. . . To make all laws

ess and the Presi-
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‘The doctrine of standing is generally regarded as constitui':lonally
1andated by the “cases and contr‘ovgrsies” clause of Article IIL
he “‘gist of the question of standing” is whether the party seekmg
elief has:

alleged such a personal stake in the outcome of the contro-.
versy as to assure that concrete adverseness which sharp-
ens the presentation of issues upon_whlch the court so
largely depends for illuminations of difficult constitutional
questions, Baker v. Carr, 396 U.S. 186, 204 (1962).

The personal stake or personal injury in fact must be direct

sary, Congress is to enact legislation that will better enable the
Congress and the President to comply with the language and intent
of the amendment. ,

In addition, Senate Joint Resolution 13 is designed to promote its
own enforcement through the political processes. By establishing a
focus upon two or three critical votes each year relating to aggre-
gate levels of taxation and deficits, in place of the present diffuse
focus upon hundreds of individual spending measures, Senate Joint
Resolution 13 is designed to enable the electorate to better identify
those members of Congress most responsible for higher levels of
spending, taxing, and deficits. To the extent that the amendment pecific, not a “generalized grievance”’ whose impact woulc
succeeds in creating a more useful flow- of political information to 5 lainlgf undifferentiated and common to all members
the electorate, and this is a major objective of the amendment, it blic”. United States v. Richardson, 418 U.S. 166, .
will be enforced most effectively at the polls every other November. 74). “A plaintiff must allege some parti}:ealiriza'

m apart from the man on the street”, Ric
HRole of federal courts Un dI()er the proposed amendment, a pa
ate that he suffered a differentiate

. The question arises, however, about the ‘role of .the Federal
courts—particularly the Supreme Court—in enforcing the provi-

sions of the amendment. While several witnesses have testified its budget limit
before the Committee to the effect that explicit provisions ought to xfgezl-tsmo:t gceir’cgrrnstan'ces,
be incorporated into the amendment establishing judicial enforce- demonstration, particularl;
ment, others have testified strongly in support of explicit prohibi- ment would m;rmélly,

tions upon such enforcement. ; " ,
~The Committee has chosen to say-nothing in the amendment
itself about this issue. By addressing it in this manner; the Com-
mittee believes that it has established the correct balance in refus- : , ;
ing to establish constitutional sanction for the Federal courts to in- tion to examine which particular spending or reve
volve themselves in fundamental macroeconomic questions, while used those results. This would normally preclude the sh
not -undermining their-equally fundamental obligation to ‘“‘say differentiated injury to some party. , o o .
what the law is,” Marbury v. Madison, 1 Cranch:1387, 177 (1803). Foderal courts increasingly, have been facing the questio
While ‘there are-a number of Members of this Committee who ahding in the context of suits brought by Members of Congres
are seriously concerned about the diminished exercise of judicial hile the Supreme Court has yet to consider. the issue on_ its
self-restraint in recent years, ‘it is: nevertheless the view of the erits, the trend in lower court decisions has been to treat the leg-
Committee that traditional judicial and constitutional conceptions lator in a manner similar to any other citizen. As the District of
of justiciability, and standing;-as well as the idea of what consti- olumbia Circuit Court has observed, the Jegislator-litigant “re-
tutes a “‘political question’ best reserved to non-judicial branches ives no special consideration in the standing inquiry”, Reuss v.
of the government, suffice to ensure that the courts will not in- - les. 584 F. 2d 461, 466 (1978). He is still obligated to demon-
volve themselves, as'a normal matter, in reviewing the operations te a particularized injury before standing will attach.
of the budget process. This, certainly, is the clear intent and expec- What constitutes injury still remains highly unclear. Most of the
tation of this Committee. ; ' es that have been considered by the courts have involved in-
It'is 'the view of the Committee that the role of the Federal judi- nees in which executive branch actions have resulted in alleged
ciary in reviewing compliance with the proposed amendment will suries to the plaintiff, see e.g. Kennedy V. Sampson, 364 F. Supp.
be sharply limited—by both the Constitution and past judicial prac- 075, 1078 (D.C.D.C. 1974); Mitchell v. Laird, 488 F. 2d 611 (D.C.
tices—for the following reasons: (a) there would only rarely, if ever, ir. 1973). Recent district court decisions throw serious doubt on
be “standing” in any individual or group of individuals to chal- il é.bilit& of Members of Congress to sue on the basis of allegedly
lenge alleged breaches of the amendment; (b) even if such “stand- ongful actions taken by Congress itself. In McClure v. Carter, 513
ing”’ were conferred, the courts would normally treut issues raised Supp. 265 (Dist. Ct. Idaho 1981), affd by order, sub nom, McClure
under the amendment as “political questions” to be decided in the ng&n 454 U.S. 1025 (1981), the Court held that a Congression-
discretion of other branches of government; and (3) it is questia Slaintiff 1acked standing to challenge the appointment of a Fed-
' i : issue dge \ the ineligibility clause of the Constitution
o 9), In explaining its decision, the Court

dual
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Senator McClure had the opportunity to persuade his
~ colleagues to vote against the confirmation and, in on-
scientious performance of his duties, did just that. That he
and like-minded Senators did not prevail in the Senate .
does not mean that the effectiveness of Senator McClure’s
vote was impaired. It means merely that he was on the
losing side. . . . Under the Constitution, it was the duty of
Congress itself, in the first instance, to determine Judge
Mikva’s qualifications both on the merits and on the issue
of whether he was constitutionally eligible to serve as a
‘judge. Pg. 270. ' : , '

This concept of Congressional standing was clouded somewhat by
Riegle v. Federal Open Market Committee, 656 F.2d 873 (D.C. Cir.
1981), which invented a two-step analysis for handling legislator
suits. The courts held that separation of powers or political ques-
tion concerns should not enter into the determination of legislator-
plaintiff standing. But if, after standing had been properly alleged,
the ‘court believed ‘that the ‘“‘congressional plaintiff could obtain
substantial relief from his fellow legislators through the enact-
ment, repeal, or amendment of a statute, [the] court should exer-
cise its equitable discretion to dismiss the legislator’s action.”’ Id. at
881. This standard, the court believed, “would counsel the courts to
refrain from hearing cases which represent the most obvious intru-
sion by the judiciary into the legislative arena: challenges concern-
ing congressional action or inaction regarding legislation.” Id.
Whether or not this new test will stand the test of time—and Su-
preme Court review-—remains to be seen. L

~Since most breaches of the proposed amendment would normally

result not from the failure of the executive branch to take appro-
priate actions, but from the failure of a majority of Congress itself
to abide by the provisions of the amendment or to establish appro-
priate compliance procedures, either the traditional approach to
Congressional standing or the execise of the more recently fash-
ioned ‘“equitable discretion” should work equally well in prevent-
ing individual or small groups of Members of Congress from obtain-
ing inappropriate judicial remedies.

Where the alleged viclation occurs on the part of the executive
branch, the diminution in Congressional influence, i.e., influence
on the part of Congress as a whole, must amount to a disenfran-
chisement, a complete nullification or withdrawal of a voting op-
portunity, and the Congressional plaintiff must point to :a clear
standard in the Constitution or in statutes by which disenfran-
chisement can be shown, Goldwater v. Carter, 617 F.2d 697, 702
(D.C. Cir. 1979). It is insufficient that an individual legislator’s in-
fluence be merely diminished so long as recourse to the legislative
process remains. -

- Like suits brought by citizens and congressmen, taxpayer suits

would find Article III's standing requirements to pose almost insur-

mountable barriers. The recent Supreme Court case of Valley Forge
J.8. 464 (1982),

Christian College v. Americans United, Inc., 454
clarifies ﬁe engrmous@bstacl’a Aome

fore
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chial school violated ‘the First Amendment. The Court reasoned
that the taxpayers had failed to satisfy the standing tests estab-
lished by Flast v.-Cohen, 392, U.S. 83 (1968). This result would be
likely in any case brought by a taxpayer to enforce the Amend-
ment because, as stated earlier, the Court would rarely, if ever, be
able to conclusively find, given the multitude of contributing enact-
ments and economic factors whenever the Amendment’s limits
come to be exceeded, that any particular “‘challenged enactment
exceeds specific constitutional limitations.” Id. at 102-103. Even if
this were possible, however, the taxpayer would have to prove, in
addition to the Flast requirements, an actual personal injury suf-
fered by himself as a consequence of the alleged constitutional
breach. See Valley Forge supra at 485. In Valley Forge, the Court
could find no injury to the plaintiffs, “economic or otherwise,” in
the taxpayer’s assertion that the Constitution had been breached
by the actions in guestion. Since it would be difficult, if not impos-
. sible, to identify any specific congressional act as a breach of the
" Amendment, it would be even more difficult to show that that par-
ticular. act also caused a personal injury in fact to the plaintiff.
Valley Forge has raised the already lofty standing barriers to likely
suits to judicially enforce this Amendment.

Even if these barriers were overcome, and standing were con-
ferred upon some litigant, the “‘political question” doctrine would
~-still pose a formidable obstacle to_a court taking cognizance of
issues arising under the proposed amendment. An observer of the
doctrine has described it in these terms:

Political questions, are ones committed to other than ju- -

dicial organs of government, not in terms excluding judi-
cial:control, but with respect to issues so distinctly. politi-
cal in character that the courts regard it as improper to :
seek to exercise control, although in the exercise of the ju- == *
risdiction conferred upon it by the Constitution, the
United States Supreme Court may feel called upon to de-
termine issues equally as delicate as those which it avoids.
Dodd, Judicially Non-Enforceable Prouvisions of Constitu- =
tions, 79 University of Pennsylvania Law- Review 54; 85
(1931). .
A “political question” has been described as one in which the
courts ‘‘forego their unique and.paramount function of judicial
review of constitutionality.” Henkin. Is There a Political Question
octrine?, 85 Yale Law Journal 579, 599 (1976). The test formulated
v the Supreme Court in determining the existence of a “political
uestion” has been articulated as follows:

Prominent on the surface of any case held to involve a
_political question is found to be a textually demonstrable
constitutional commitment of the issue to a coordinate po-
litical department; or a lack of judicially discoverable and
‘manageable standards for resolving it; or the impossibility
of deciding without an initial policy determination of a
ind cle l‘y.fOr non-judicial discretion; or the impossibility
s undertaking independent resolution without

r 15 1hdepencel hes of gov-
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‘ernment; or an unusual need for unquestioning adlierence
to a political decision already made; or the potentiality of
embarrassment from multifarious departments ‘on -one
question. Baker v. Carr,:3691J.S. 186 (1962).

It is the Committee’s view that the clear constitutional commit-
ment to Congress to control Federal spending (Article I, sections 8
and 9) is sufficient to ensure that the courts will exercise maxi-
mum caution in interfering with Congressional determinations
under the proposed amendment. It is evident that the process of de-
veloping a budget involves precisely the kinds of determinations for
which legislatures are most capable and courts least capable. The
need to respond to public sentiment, the need to negotiate the de-
mands of various and competing spendmg interests, and the ‘need
to make difficult policy determinations about public spending and
revenue priorities are clearly factors that mitigate in behalf of leg-
islative-branch, rather than judicial-branch, determinations. Fur-
ther, it is questlonable that there are adequate standards for ‘‘judi-
cial manageability” of the class of cases most likely to arise under
the proposed amendment. Any examination of aggregate spending,
taxing, and deficit figures produced by Congress would run up
against the problem of uncovering ‘‘differentiated” injury to some
party, while any deeper, more probing analysis, necessitating judi-
cial inquiry into the process by which such numbers were pro-
duced, almost certainly would involve the courts in matters beyond
their expertlsemmatters the determination for which are placed
clearly within a coordinate branch of government.

The Committee also doubts that much litigation arising under
the proposed amendment would be “justiciable” in the sense that
appropriate velief 'could be fashioned by the courts. In deseribing
the components of -a “‘case or controversy the Supreme Court has
noted that there must be:

a real and substanualocontroversy admitting of “specific
relief through a decree of a conclusive character. Aetna
Life Insurance Co. v. Haworth, 300 U.S, 227, 240 (1937).

In other words, the courts must inquire ‘“whether or not the
claim presented and the relief sought are of the type which admit
of judicial resolution” Powell v. McCormack, 395 U.S. 486 (1969).

It is diffieult to conceive of workable and enforceable judicial de-
crees or orders being issued with respect to controversies under
Senate Joint Resolution 13 that would not involve the judicial
branch in matters of budget policy that are clearly within the pri-
mary authority of either the legislative or executive branches of
the national government. It is doubtful that the courts would
relish, or that Congress would permit, the Federal Judiciary to
issue the kinds of orders and decrees; and maintain the kind of
continuing oversight to ensure the effectiveness of such orders and
decrees;, that would be necessary in matters of budget policy in
order to ensure compliance with the proposed amendment:

Because balanced budget requlrements in. ?tate constltutmns
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the state courts: to:become involved in decisions inappropriate for
judicial decisionmaking. In New York, for instance, the court of ap-
peals refused:-to review legislative enactments for conformity with
the -constitutional ‘balanced budget mandate. Wein v. Carey, 362
N.E..2d 587 (1977). In Maryland, the state’s highest court declared
moot a-case challenging legislative actions as inconsistent with the
‘balanced budget requirement because the fiscal year had expired
before ‘the case reached final resolution. This court refused to
invoke the state’s exception to mootness for issues of public impor-
- tance. Bishop v. Governor, 380 A. 2d 220 (1977). The New Jersey Su-
preme Court admitted that it lacks power to order or enjoin the ap-
propriation of funds to enforce the balanced budget rule, but did
retain the option of offering advisory opinions on legislative
action—an option barred in the federal courts by Article IIL
Camden v. Byrne, 411 A. 2d 462 (1980). These few cases are indica-
tive of the difficulties experienced by courts in attempting to ad-
minister any remedy for a legislative functmn——-—aﬁocatlon of
funds—committed generally by state = constitutions to other
branches of government. Thus, these cases reinforce the Commit-
tee’s understanding and:intent that this Amendment will be self-
enforcing:

In summary then, while the Committee has chosen consciously
not to proh1b1t judicial review  altogether of “cases or controver-
sies” arising in the context of the. proposed: amendment—in the
belief that the most serious and unambiguous violations of its pro-
visions ought to be subject to external check—it nevertheless is ex-
pected that the amendment will be largely self-enforcin ]
monitoring. First, Congress and the President each
establish appropriate procedures for complying w
ment; second, Congress and the President each
monitor the actions of the other branch and, t
authority, enforce the provisions of the amend gains
branch; and finally, the public is expected, and will be in an en-
hanced position, to monitor the actions of both of these branches of
government and, where they fall short of complying with the provi-
sions of the amendment fo enforce it through electoral means.
Only as a final resort, and only under the most eompelling circum-
stances (as, for example, when the practices of either the Congress
or the Executive undermine the ability of the amendment to be
self-enforcing), is there anticipated to be a significant role for the
judicial brarnch.:

XIII. STATE EXPERIENCE

In contrast to past Federal fiscal policies, continued deficit spend-
ing by the States has been a rarity. Perennially, more States incur
_general surpluses than incur general deficits. The vast majority of
. the States are prohibited, by constitution, from spending more than
~ available revenues. A growing number of States, in addition, have
_ imposed constitutional restrictions upon their. own ability to spend
_or tax in excess of prescribed levels.

» Federal and State fiscal policies, there are widely
accounting, and rep r,tmg practices.: Also, by
‘ : e are differ-
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ent fiscal options available to the ‘Federal government than are
available to State governments. In addition, there are different
functions ‘to be served by the fiscal policies of the Federal govern-
ment than by those of the States. Despite an appreciation of these
differences, the Committee believes that the ability of the States to
operate within their constitutional constraints has beeninstruc-
tive. Such constraints have proven to be workable and have not in-
hibited significantly the ability ‘of State governments to perform
their most widely accepted functions. Because it has been required;
State legislatures have learned to operate effectively within the ex-
ternal limitations of their constitutions, many of which are signifi-
cantly more restrictive than S.J. Res. 13. .

By the end of 1984, 44 States had const1tut1ona1 provisions limit-
ing their ability to incur budget deficits. An additional eight States
had enacted statutory constraints to this effect. These limitations
fall into a number of broad categories. Some would constrain the
Governor by requiring the submission of a balanced budget. For ex-
ample, California’s Constitution reads in part: -

‘Within the first 10 days of each calendar year the Gov-
ernor shall submit to the legislature, with an explanatory
message, ‘a budget for ‘the ensuing fiscal year containing
“itemized statements for recommended state expenditures
and estimated state revenues, If recommended expendi-
tures exceed estimated revenue, he shall recommend the
sources from which the additional revenues should be pro-
wded Artlcle 4, section 12a) :

1, Cor st1tut10n requlres that proposals to

Total approprlatwns by ‘the legislature for any fiscal
~year shall not exceed anticipated state revenues for that
fiscal year. (Article VII, section 10(b))

Other States would combine restrictions upon the Governor and
the State legislatures. For example, Maryland’s Constitution reads
as follows:

The budget and the budget bill as submitted by the Gov-
ernor to the General Assembly shall have a figure for the
total of all proposed appropriations and a figure for the
total of all estimated revenues available to pay the appro-
priations, and the ﬁgure for total estimated revenues. Nei- .
“ther the Governor in submitting an amendment or supple-
ment to the budget bill nor the General Assembly in_
amending the budget bill: shall thereby cause the figure for
total proposed appropriations to exceed the figure i’
estimated revenues, including any revisions, and in the
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Finally, some States would allow the contraction of extremely
small amounts of debt which, in practice, effectively prohibits the
use of such debt to finance 31gn1ﬁcant expenditure items. For ex-
ample, Iowa’s Constitution reads:

The State may contract debts to supply casual deficits or
failures in revenues or to meet expenses not otherwise pro-
vided; but the contingent . . . shall never exceed the sum
of two hundred and fifty thousand dollars. (Article VI,
section 2)

Table 5 summarizes existing constitutional and statutory restric-
tions upon State deficits.
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TaBLE 5.—~Balanced budget requirements (Continued)
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TABLE 5.~—Balanced budget requirements

NOTE: The foliowlng states have a balanced budget relating to canstitutional debt Itmitations {debt iimit
in pareathesis}i .Alaska ($350,000}, Arizoms {$350,000), Colorado {$100,000), Iowa ($250,000), Kentucky
£$500,000%, HMipsourt ($100,000), Nebraske ($100,000), New Jersey (1% of appropriacions), New Mexico

(1a requirement for balanced budget ststutory(S) or constitutfonall{C)?
What ts the nature of requirsment?)

[£3) €2) {4} 16) (83 {$200,000), oOhio ($150,000), Oklahoma (§300,000}; South akota ($100,000), Texpa {$200,000}, and Utah
{1.5% of ‘taxable propercy value}.
May Carry Over Stace State
Governor Legisla~ & Deficft Cannot Cannot
(pofnts) (1) 2y Galy has ture Only but. Must Carry Quer : Carry Over 5 " CALIFORNEA: -Article XVI, Sec. L, reguires that the legislature ahall oL, tn any wanter, create a debt la
o Submit ~ has to Pass  be Corrected . s Defiefr ~ a Deftelc stet egree g te excess of $300,000 without a vote of the people. . This sectian has been fnterpreted to allow & carry-over defi-
Const{~ | a Balsaced .4 Balanced ia Next Into Next Into Next i “ge{,‘."'l c:” ctt, 86 long as the deffcit {s repaid with{n "a short pecfod of clme,"
States Statutery tutiounal Budpet . Bodger _Fiscal Yesr ' - Biennfum . Fiscal Year | (high=10; low
CONNECTLCUY: . ‘If-revanues ‘are defletent by 5% due to Lower chan projected revenue collections after the’ budget
New England . 5 0 hag been pasaed, the Genérdl' Assembly must. approve expenditute cuts. {Srafute 4~85; Subsection C)
Connect koot X 5 s s A ; . ;
o X A
:2;::&“““ X ¢ 3 DELAWARE: ““No appropriatfon, supplemental apprpriatfon ot hudget act shall cause the aggregate State General
New Hampshire X s 2 Fund appropriations enacted for sy glven Fical year to exceed 9B percént of .the estimated State Geaeral Fund
Kiode Estand X < ‘g revenue: for:-such fiscal year frow all sources,: Incliding estimated unencumbersd funds remsining at the :end of
Ve rmont Mo Requirement® the previous fiecal year..." (Const. Art. VIIT, Sec. 6). The state provides for Uhis 2 Percent Fuod and a
Mideast i ] 5 percent Budget Raserve Account to be used for an ungaticipated deficit. There are no provistons it the Const~
Delawar: i c ¢ ¢ 6 tution that call for specific action Lf a projected deficit exceeds I percent of general Fund revenues.
Harylan
[ 10
::: \J,“::"’ : ¢ 3 INDlANA:  “No:law shall actharize any debt ta be contracted, on behslf of the state, except la the following
o . n
Pennsylvania X X 5,C S $,€ & cagesi 'Ta meet casual deftoits in the revenue:..” [(Const. Are. 10, Sed. 5)
Lak k . :
Gn[a:;;m:‘;:s X ¢ T 4 [KENTUCKY: = Agencies must set aside 2-1/2% of thelr budget each year:in the évant of a revenue Bhottfall
ndiana X c* 10 (KRS 48.120). ; :
Michigan X ¢ i y
Ohis x X . 5 o VERMONT: Governor is statutorily required Lo submlf Fecommendation to alleviate deficits from prévious years
Wiscansin X [ in hig or her budget request, There {g no regquitément. that the governar must submit a balanced budget.
Plaing
10 X -
Towa )72 g ie (/MEST VIRGINIA: "No debt shall be contracted by this state except to meet caaual deficits 40 the reverue...”
Kangas $.c g 8 i (Congts-Arte X, Sec.d) ’ i
Hidnesota X X ' ¢ 10
X
fissourt X ¢ 10 WISGONSIN: = Seetfon 520,004 of Wisconaln statutes reqiifres that np bill may. be passed If the bill will caise the
Norih Dakata % c 8 General Fund balances &t the end of the biemnium to be less than ane percent of total General Fund approprla-
Sough Dskota X % $,8 10 tion. ; : .
Southeast 5 7 B ’
Alabama X < ’9 U.5.. Advisory Commiston on Intergovernmerital Relaticng
Arkansas X s 10 <
Floetds % X 2,(: 10 ; : : :
Georgia % Sy i . : . -
Kemucky x x o s 10 In addition, by mid-1985, ten States had adopted constitutional
Louisiana X [ . o ¥ y . Ll
Aississipe i 1 imitations upon State expenditures and revenue. An additional
Rorth Catolfaa . X X , ) : T e T PR o
Sowih Carolina X : o H 0 twelve States had adopted statutory restrictions to this effect.
Tennessee x : i . . . It S
Yirginia x x 5, o . These limitations are summarized in Table 6. S S
West Virglaia . o U e S e
| Touchues: N - . One recent study concluded that such limitations have had a
| Arizena ¢ e P . : .
Hew Hextes X ¢ 1 constraining effect on the proclivity of public sector spending at
OKlanoma . 58 . . . S :
Texas X £ g 8 he State and local level”. Uhimchuk, Constitutional Tax Limits at
Rocky Mountain ]
[ 10 :
Caloradn ¥ ¢ " the State Level (1981).
aho
Moazana X c c c 10
Utah X % s,C 10
Wyaming X 1% 8
Far West
* TCalifornia X ¢ & ¢
Nevada x X 5 c ‘
Diegon b3 X B (4 8
Washfogton X x . 5,¢ M
Alaska X * s [ K
Hawat X % 5,0 c c

Source: ACIR staff compilation based on 1984 surveys of executive and legislative fiscal directors, and Limitations on

State Deficics, Council of State Guvernments, Lexington, Kentucky, May 1976-

*See notes on next page.

X
.5, Advisory Commission on Intergovérnmental Relations
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Stata, tear of Adoptiom,
Type of Limit, Method of

e Approval Lk

ALASKA®
1982
Copstitutionsl
Expenditure
Legislative
Referendum

tAutomatic vote for re~
consideration of limir
is get for 1986,

ARIZONA
1978
Comstitutiounal
Expenditure
Legislative
Referendun

CALIFORNIA
1979
Conatitutional
Expenditure
citizen
Initiative

Provisions
for Walvers

Linit may be exceeded for
capital projects or appro-—
lpriations to the pevmanent
fund Lf the bill 1e (1)

approved by the gavernor

or 3/4 of the legislature
asd. (2) dpproved by voters

Provisions in the Gase of
Transfer of Reaponsibility

Hone

for Government Programs

Treatnent of

Surpluses}

Requires 2/3 approval of
each house of the legis-
latugre on speeific addi-
tional ation

Legisleture shall provide
for sdjustwents to Iimit if
court order or legislative

Féapons=;
1bt1ity between state’ and
local governments or between

federal and ‘state govtd,

No praviaion

‘skceed percentage

In the event of en
emergency the appropria—
tion limit may be ex—

4

nereses in pop

~jend friflstion.

ceaded p ded- 11
expenditures are ¢ompen~
sated For by reduced ex-
penddtures over: ¥ follow-
ing yeara. Alternatively,
the limit may be changed
by voters but the chsnge
ie operative for only

4 yeare.

1) The sppropriations
linit shall be elteved

if program responsi-
btlity fe transferred
from one goverament entity
to another, from govt. to
private entity or from
funding through general
revenues to funding .
through special tévenuea.
2) The state ghall provide
the funding when it requires
Iocal govt. to provide &
program.

3) Appropristiona reguired
for purpose of complying
with Federal requirements
are mot under limit,

Surplue- revenues shall be
returned by revision of rax
rates or fee schedules with~
in next two fiscsl yeate.

9L

COLORADY
1977
Statptory
Expenditure
Legislative
Vate

Stare general fund
appropriations.

Yearly growth of state
general fund appropria—
tions ghall not exceed

%,

Statute may be amended at
any time by majority vote
of legialature.

Rone

Genersl fund reveuiums in ex-
cess of limlt and after re~
tention of unrestricted
generel fund year end balamces
af 6% of revenues .chall be
used for tax relief, capital
construction, higleay ex-

penditures and water projects.

HAWAIT
1978
Constitutional
Expendityre
Constitutional
Gonvention
Referendunm

State general fund
appropriations

Rate of growth of

general fund ‘appropri~
ations shall not exceed
average rate-of growth

for 3 previous yeare.

of state personal. income:

Requires 2/).approval of
each house of the legis-
lature on specific addi-
tional appropriation.

State shall share in

cost of any new program or
service incresse requited
of local governments by the
legislature.

1f state general fund. balance
in each of twu succeeding
years exceeds 5% of general
fund revenues, legislature
ghall provide for tax refund.

{Contfnued on next page

Y

TABLE 6.~ Description of state tax and expenditure limits
: (Continued)
State, Year of Adoption, . Provisions in the Case of B
Typa of Limit, Method of a Provisions Transfer of Responsibility . | Treatment of
Approval Liwmit Applies to: The lindt ig: for Waiver: for Government Programs ~Surplusess:’ o
1DAKO: State general fund Appropriations shall Requires 2/3 approval of Adiustments to- limit No provision g :
1980 appropriations not exceed 5-1/3% of each house of the legie— shall be made 4f court L it g
Staeutary state ‘personsl income. - |lature-on specific addi- order or legislati
Expenditure tionsl appropriacfon Bctwent. trausfers i:esp'anal—
Yagislative e bility between state. and
Vote local governments ar be=
tween federal and state
snvernments»

LOUISTANA State tax revenue ‘Tax revenue . ghall not. Statute may -be aménded Rone State tax revenue in excess
1978 exce: . at any time by majority : of limit ghall be. deposited
Statutory of leglslature. in the Tax Surplus Fund;
_Revenue FY 78-79 tax rev. appropriations frod that fund
‘Legislative 1977 state pers. inc. may be made for paying tax Te-
Vote funds,

multiplied by last yr.'s
| state personsl income.

HICLIGAN State revenge ‘Revenue ‘ghall not exceed |Government must first 1} Limit may be sdjusted Revenues exceeding limit by
1978 specify an emergency, then [if program responsibility 1Z or more shall be used for
Congtitutional FY 78=79 state fev. '|the legislature muat con- - |is trsusferred from one tax refunde set in propor—
Revenue Y977 gtpte pers. inc, [cur by 2/3 vate in each level of govt. to another. tion to income tax Iiability.

Citizen Initiative

tltiplied by the

greater of state:per-

‘gotial ‘Income in prior
lendat year or

house.

state personal income
ever previous 3-calendar

slyears,

2) State is prohibited

from reducing current pro-
portion of loeal gervices
finsnced through state aid.
3) No new program:shall be
required of logsl govts. un~
less cost ‘is paid by state.
4) The proportion of totsl
state: spending paid to all
unite of loeal government &8
a.group shall not be reduced
below proportion. for FY 78~
19,

LL

Excess leas than 1% may be
transferred to the State
Budget: Stabllizarion Fund.

SNOLIVTAY T

HISSQURL
1980
Constitutional
Revenue
Citizen Initiative

{Continced on next page)

rete stiall not ‘exceed

state ‘rev,

v
> “perg. ine.

£

Governor muat first
specify an emergency, then
the legislature must con~
cur by 2{3 vote in each
house .

1) Limit may bo sdjusted
if program responeibility
is transferred from one
lavel of govt. to apother.
2) State is prohibited
fron reducing current
proportion of local
services financed through
gtate aid,

3) Fo new program shall
be required of local
governments unless cost

Revenues exceeding limit by 1%
or more shall be refunded pro
rata based .on Income tax lia~
bility. Excess leas than 1%
ahgll be tranaferred to the
genetal revenue. fund.y

15 paid by state.
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TasLE 6.—Description

of staie tax and expenditure limits

{Continued)

Seate, Year of Adoptionm,

Type of Limit, Hethod of

Approval

Limit Applies tot

The Limit %s:

Provisions
for Yaiver:

Provisicns in the Case of
for of biitey

HONTANA
1581
Statutory
Expenditure
Legislative Yote

SHOT LV

State appraopriations

State blennial appro—

priations shall not ex—
ceed state’ appropria~

tions £0r the preceding
biennivn plus’ the pro-
duct of . preceding blen—
nial appropristions and
the growthipercentage:

the percentage differ-
eneé between average
state. perdanal incoms

fomediately preceding
the next biennisw and
the avarage state per—
sonal incoms for the 3
ciletdar years iopme=-
diately ‘preceding the
current biennfum.

The growth percentage ia

for the 3 calendar years

iGovernor must declare

an emsrgency. Legislatute
must then approve specific
sddirtonal expenditures by
2/3 vote of esch house.

None

for Governmént Programs

o -provigton

Surpluge

HEW ADA
1979
Statutory
Expenditure
NHOH-BINDING
Legielative Vote

Governor's preposed
general fund ex~
penditures

Proposed biennfal ex—
penditites authorized
for the 1975-76 bi-
eanium meltiplied by
{1 + percentage popu-~]
lation change |
since 7/1/74 1
multiplied by

{1 + percentage in-]

t flation 1

Mot applicable’ because
noobinding.

None

a

‘Ho provieien

NEY JERSEY®
1976
Statutory
Expenditure
Legislacive Yote
AExpired 1983

State appropriations

Fiecal year appropria-
tions ahsll ot dxceed

tions in prior Fi.

multiplied by appropria~

ty of voters in state
referendum at a general

FY _state per cep. inc. election priaf to fiscal
prior FY st. per cap.in.

year in which limit is to
te "gxceeded,

Must be approved by mejori-{Adjustmeat to mit ghall

be made if program responsi-
bility is trangferred be-
tween etate and local
governmenta.

Ho. provision

The rate of groweh of

Statuté may be amended at

Adjustment te limit shall be

Revenue exreeding limit by

REGON State general fund
° 1979 approp%iatlnns appropriations in each |any time by majoricy of made if program funding is 2% or mare shall be used for
Statutor! biennium shall not ex~ |lYegislature. transferred fram genersl tax refunds proportional to
E:penduzu ceed” rate of growth of fund to non=genersl fund income tax Liability.
Legislative Vote state personal incoms in 60uTLen .
2 preceding calendat’
yearsy
RHODE ISLAND {Governor 'a general Yearly growth in Gov— Hor ‘spplicable because Hone No provision
1977 fund spprapriztlon ernor’s general fund nonbinding.
Statutory request appropriation request
Expenditure shall not. exceed 6%,
NOH~BINDING .

Legislative Vote

of state tax and e,
(Continued)

xpenditure limits

State, Year of Adoptiom,

Provisions in the Case of
Tranefer of Responsibility

Type of Limit, Method of ‘Provisfons
Approvel Limit Applies ro: The Limit $8: for Watver:

SOUTH CAROLIRA State appropriations [Yearly growth in state jLimit may be exceeded for
1980, 1984 . appropriastions shall notione year by a 2/%s vote of
Constituclonal exceed average growth the leginlacure if it first
Expenditure of ‘personsl income over |declares s flnancial emer-

Legiglative Ref.

3 .preceding yre. or 9.5%
of total state personal
income, whichaver ie
greater, Also the number
of stata esployees is
tied to state population

geneys Also, ‘every 5 years
the legislature can review
the composition of the
Hait,

None

for Covernment Programs

Treatment. of

Surpluses?

Excess revenuss @sy ‘be.epent.
to match federal ‘prograns, for
debt purpases; tax relisl, or:
tranaferved to veserve fundy;

*

TENNESSEE Appropriations of Growth in stare appro— iSpecific additlional awount {State must share in cost 1f | No provision
1978:° state tax Tevenues pristions: ghall not may be approved by majority{ir increases expenditure
Consritutivnal ‘ exceed growth in state jvote of the legislature, requirements of local
Expend{ture peraonal incose. governoent s,

Constitutional -
Convention R
“Referendum

TEXAS Appropriationg of Growth of blennisl Specific additional amouut {None No provision
1978 state tax revenues appropriations shall may ‘be approved by wajority
Congtitutional not exceed rate of vote of the legialsture
Expenditure growth of -atate persoual{{f it firet adopts & reso-

Legislative income, lution that an emergency
Referendunm - exists,

ETAR State appropriations |Growth {n appropria=". ' [Limit may be exceeded by 1} Limit shall be adjusted Revenue ‘in excess of limit
1979 tions may not exceed 243 vore of legislarure 1f-program responsibilicy up to 21 of appropriatfons
Statutory . B5% of the incremse in. |if fiscal emsrgency is is trangferred between may be kept {n unappropriated
Expenditure state personal imcome; - jdeclared by legislature state gnd local govts. state funds balance;

HEVER INPLEMENTED
Legislacive Vote

and legiolature follews,
required procedures for
publicizing its intent and
holding publiic hearing.

ot from-the federal gove.
to the state.

2) Lirmfe shall be decreased
if funding source moved
frem soutces covered undet
1l to sources exempt
from limit. Revenue from
exempt sources that is
woved to non~exempt
accounts ghall come

under the iimdt.

WASHINGTON

Stace tax Tevemie. Growth n.tax revent
1979 i shal .
Statytory. rate of grovih of state
Revanue petsonal income over

Citizen Initiative

preceding 3 yearsy

nust be declared
by 2/3 vote of legislature
then legislature muat

approve; specific additional
appropriations by 2/3 vote.

other excess reveaue ghall be

cabated to taxpayers.

1) Limit shall be adjuaced
if program responsibility
1s tranafarred between
state and local govts.

or between state and
fedetal govt.

2) State sust reimburse
local govta. Yor increased
cost 1f lsgislature im~
pOSES program Tesponsi~

bility on local gowts.

Source: ACIR stalf compllatfon frow 1984 ACIR State Fiddal.

urvey of ‘legtslutive and exeentive

budger officers and from stace tax and expenditire Iimte legislation.

Excess Cevanua becomes part

of gtate tex reverme for next

fisecal year.

8L

6L
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¥IV. PUBLIC ATTITUDES ON A BALANCED BUDGET AMENDMENT

‘Public opinion polls have consistently demonstrated strong
public support for the idea of a balanced budget constlt_utlonal
amendment. Polls dating back to the 1930°’s have persistently
shown a public sympathetic to the idea of placing permanent limi-
tations upon the ability of Congress to spend in excess of available

revenues. The following is a sampling of some polls taken on this

issue:

isted in earlier years through an array of formal and informal con-
stitutional provisions and which have been ‘éroded over the course
of recent years. Specifically, Senate Joint Resolution 18 addresses a
serious spending bias in the present political process because Mem-
bers of Congress do not have to cast votes in behalf of new taxes in,
order to accommodate new spending programs. Rather than having
to cast such politically disadvantageous: votes, they may either
resort - to increased levels of deficit spending :or allow the tax
system, through “bracket creep”, to produce annual, automatic tax
increases. This spending bias has created severe economic and po-
litical difficulties that are fully deserving of being addressed by the
Constitution. : o T :

8. How does Senate Joint Resolution 13 address this spending bias?

The proposed amendment overcomes this bias by eliminating the
. two elements in our political system responsible for the bias: (a) un-
limited access to deficit spending; and (b) availability of automatic
tax increases. Section 1 would reestablish the balanced budget as a
fiscal norm, while section 2 would require Members of Congress to
vote to increase taxes before the Federal sector could ever consume

TABLE 7.—SUPPORT FOR CONSTITUTIONAL AMENDMENT

fin percent]

Favor Oppose Dng,m

“A “proposed: amendment to the Costitution would require Congress to approve a balanced
federal budget each year. Government spending wold -have to be limited to no more than
expected  revenues, unless a three-fifths majority -of Congress voted. to spenq more than
expected revenues. Would you favor or oppose this amendment 1o the Constitution?" (Asked
only of thase persons in. the samples who said they had “heard or read about the proposal
for a constitutional amendment which. would require the federal government to balance the

national budget each year."): 7 2 8
3 h ~ " . .
JAlfxrgusltgfssz 83 3 1 a greater share of the national economy. Senate Joint Resolution
May 1987 7 i; g 13, by doing this, would restore the traditional linkage between
Sep%e,{‘bgr 1081 , ;g 5 ; spending ‘and taxing and ensure that votes to-increase: spending
?ﬂpar:ch 919}30 &7 13 2 ~ would be matched by votes to increase taxes. . :

" Why does Senate Joint Resolution 13 prouide for\différe‘nt quali-

“Would you favor or appose a canstitutional amendment that would require Congress to balance
fied majorities in-sections 1 and 22 .

the federal budget ‘each year—that 'is, -keep. taxes and: expenditures in balance?”": " 1 i .

February 1979
TR 8 . ; ~
e 1978 B0 9 Section 1 addresses the element of the spending bias related to
the Congress’ unlimited access to deficit spending. An extraordi-

nary majority—in this case a three-fifths majority—is necessary to
overcome this element of the bias. Section 2 addresses the second
element of the spending bias related to the availability of automat-
ic tax increases. An extraordinary majority ‘was not essential-in
is section in order to overcome this bias, but-the requirement
that Congress go on record before tax increases were imposed upon
the people. The requirement of a constitutional majority in section

i.e. a majority of the entire membership of each House of Con-
gress, is designed to ensure that any tax increase vote takes place
nder conditions of maximum political visibility.

Source; Gallup Polls. biased upon persomal inferviews Wil national samples of around 1,500 adults, 18 years of age and older.

Further, as a recent New York Times-CBS Poll has concluded “a
proposed budget-balancing amendment had a remarkably u,r,nforrp
level of support across the country and demographically.” This
seems to be true of each of these polls. Over 65 percent of those
identifying themselves as Democrats, and Republicans, from all
sections of the country, favored such an amendment. v

XV. SOME QUESTIONS CONCERNING SENATE JOINT RESOLUTION 13

1. How does Senate Joint Resolution 13 work? ;
The amendment requires, first, the adoption of a “statement” or Shouldn't Senate Joint Resolution 13 be tried as a statute before
budget fo}xl' each fils%aldyealr in v_v};lch tgtal ng(teraltﬁuglaggugfeogﬁ being placed in the Constitution? -
total Federal receipts ana mandates that a ‘ : ' T s
lg;;:tgz iI:l Oarér o statemgnt or budget outlays. Second, th :Previtlous efforts to impose fiscal responsibility -upon Congress
amendment requires that total receipts grow at a rate no greater rough statutes have not been successful because they do not ad-
than the growth of the national economy. Thus, actual out ess the fundamental spending bias within our political system.
cannot exceed statement outlays which cannot exceed stateme ongress, for example, was required under the law to balance its
receipts which cannot grow faster than the economy. , get for fiscal year 1981 (P.L. 96-389, section 3). Not only can
. .+ Resolution 13 suita utes always be repealed or ignored by a simple majority vote of
2. Are the issues _addre%sed by Senate Joint Resolution suih : ss the underlying institutional
for the Constitution? G ; or Congress to pursue fiscally
Yes. The proposed amendmen re-el ternal constraint upon

mitatio




82

6. Will Senate Joint Resolution 13 preclude Congress from being re-
sponsive to economic conditions?

No. While the proposed amendment establishes a’ ﬁscal norm- of
balanced budgets and stable -levels ‘of outlays and receipts, these
norms can be overcome by qualified majorities of Congress. If the
slightly higher majorities for overcoming these norms cannot be ob-
tained, there is reason to guestion whether ‘or not a consensus
exists on how best to respond to changing economic conditions.

7. Haven’t economists criticized the notion of a balanced budget
amendment?

Some have. However, their cr1t1¢1sm has been d1rected largely
toward amendments which mandate balanced budgets whatever
the current economic conditions. Senate Joint Resolution 13 avoids
these criticisms-in two ways. First, the amendment only establishes
the fiscal norm of a planned balanced budget, i.e. one in which
Congress can reasonably expect outlays not to exceed receipts.
Actual outlays, however, may exceed actual receipts—a situation
which mightarise if the economy tumbled into a recession and
actual receipts:fell below the- receipts expected at the time the
planned budget was adopted. Second; the Congress can-adopt a defi-
cit'budget if a qualified majority of each House of Congress deems
that conditions warrant g deficit.

8. Why does Senate Joint Resolution 13 link receipts to national
income in section 2% Isn’t the need for Federal receipts and out-
lays independent of the level of national income?

No. ‘Except for periods of national emergency, Federal govern-
ment spending is but one claimant on the nation’s income. Exces-
sive ‘government spending means too ‘little spending on other
things, e.g., personal consumption, future investment, State and
local governments. By linking maximum growth of Federal reve-
nues - and spending to the growth of national income, the amend-

ment stablizes the relationship between the Federal sector and the

economy that supports that sector.

9. Doesn’t the lag between growth of current receipts and spending
and the growth of national income during the previous calen-
dar year undermine the stability of the Federal sector?

No. In an economy which cycles between prosperity and reces-
sion, the approximately 21 month lag between fiscal year Federal
taxing and spending and calendar year national income serves to
moderate the business cycle. As the economy booms, Federal spend-
ing would be restrained by the slower pre-boom growth of national

income—thus moderating what many see as the inflationary pro-
pensities . of an-over-employed economy. As the economy  cycles
toward recession, Federal spending would be supported by the
faster pre-recession growth of national 1ncome—th‘1‘15 accommodat-

23

ing a Congress Wh1ch desires to add an element of ‘ lation”

the economy:

83

10: What is national-income? ;

As used in the proposed amendment, “national income’ is a ge-
neric ‘term for the: annual output of the economy. The Congress
may choose to rely on any of several measures of economic per-
formance, including Gross National Product, Net National Product,
National Income, Personal Income, etc. What is important is that
this economic indicator be used consistently from year to year, or
that some transition per1od accompany the substltutlon of one 1nd1-
cator for another

11. Why doesn 't Senate Jomt Resolution 13 prodee for the retire-
ment of the accumulated Federal debt?

By estabhshmg the norm of a balanced budget and thereby limit-
ing future increases in the size of the national debt, the proposed
amendment will-lead to an'increasingly less burdensome debt as
the economy continues to grow. Beyond :that, nothing in. Senate
Joint Resolution 13 prohibits Congress:from paying off its present
debt as it chooses. The Committee did not choose, however to man-
date a surplus budget which would have been necessary in order to
provide for the regular repayment of debt. .

19. Will Senate Joint Resolution 13 affect the abzlzty of Congress to
finance war expenditures through deficit spending?

No. (1) Section 3 authorizes Congress to deficit spend i in the event
of a declaration of war; (2) Congress by a. three-fifths vote can
choose to deficit spend for military purposes; (8). Congress by a ma-
jority of whole can choose to increase levels of taxes (and hence
levels of spending) for military purposes; and (4) Congress can
always choose to rearrange priorities within. its budget limits to
better accommodate military spending. If none of these s1tuatlons
_obtain, it might be dlfﬁcult to descrlbe a partlcular 51tuat10n as.in-
volv1ng a national “emergency”. ;

18 Won't Senate Joint Resolution 13 prevent a prompt response to
an emergency arising when the Congress is out of session?

~ No, at least no more so than under the present Constitution. No
- administration can expend monies that the Congress has not appro-
~ priated. If, prior to its recess or adjournment, the Congress has not
- provided for emergency funding, only a recall of Congress into ses-
ion could deal with this situation. This is neither more nor less
rue under the amendment.

4 ' Will Senate Joint Resolution 13 preclude Congress from meeting
the genuine needs of the Amerian people?

No. The: vast majority of the voters have expressed strong inter-
st in reduced levels of overall spending and taxing. In any event,
if the fiscal norm  established in section 2 is inadequate to meet
hese genuine needs, a majority of the membership of each House
f Congress may vote at any time to set higher spending levels—so
‘vote for higher taxes to finance such
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through automatic tax increases. In addition, Senate Joint .Resolp.-
tion 13 attempts to draw a balance so that federal courts will be in
a position to review the most serious and unambiguous violations
of the amendment, but not in a position to review basic da_y to day
fiscal decisions better left to Congress and the Executive. Finally, it
is expected that Members of Congress themselves and the Execu-
tive branch will seek to abide by the text and the spirit of the su-
_preme law of the land. ' , :

15. Can the Congress avoid the restraints of Senate Joint Resolution
13 by spending “off-budget’? .
No. The proposed amendment makes no distinction between on-

budget and off-budget spending. The term “outlay” is defined in
this report to include both sorts of expenditures .

16. Can Congress avoid the restraints of Senate Joint Resolution 13
by guaranteeing loans? : TR

k XVI. REGULATORY IMPACT STATEMENT

In compliance with paragraph 11(b), rule XXVI of the Standing

Rules of the Senate, the Committee has .concluded that - Senate
Joint Resolution 13 will have no regulatory impact. o

Temporarily. Since loan guarantees do not represent outlays in.
the year in which the loans are guaranteed, the proposed amend-
ment does not preclude the Congress from authorizing such agree-
ments.: However, to the extent that a guaranteed loan is defaulted
by the borrower, the outlays will come under the terms of the
amendment in the year of the default.

In compliance with paragraph 12, rule XXVI of the Standing
' Rules of the Senate, Senate Joint Resolution 13 does not change ex-
_isting United States Code but instead adds a new amendment to
- the United States Constitution.

. XVII. CHANGES IN EXISTING LAW

17. Can Congress avoid the restraints of Senate Joint Resolution 13
by imposing increased costs upon the private sector through in-
creased rules and regulations? - R

‘Yes. Congressional use of regulation has always been an option
to explict taxing and spending, and will remain one under. Senate
Joint Resolution 13.:As Professor James Buchanan has said about
this point however, ‘“to fix the fence in one spot does not ensure
that the cattle will not:get out of the: pasture at some. other place.
But it does me  cattle are less likely to get out than
before the fence s fixed.” o

XVIIL. COST OF THE LEGISLATION

In accordance with paragraph 11(a), Rule XXVI, Standing Rules
f the Senate, the Committee offers the following report of the Con-
gressional Budget Office: ,

. U.S. CONGRESS,

CONGRESSIONAL BUDpGET OFFICE,
Washington, DC, September 24, 1985.

can Congress esti-

o ‘ Hon. STRoM THURMOND,

s e cess is a continuing one Chairman, Committee on the Judiciary,
up until the begin n Congress receives S. Senate, Washington, DC.
the annual Presidentia et message in January, it will have DeArR MR. CHAIRMAN: The Congressional Budget Office has re-
available the first national incom wih estimates of the Com- viewed S.J. Res. 13, a joint resolution proposing an amendment to
merce Department. By February and March, the second and third he Constitution relating to federal budget procedures, as ordered
preliminary estimates will be available. In July, well before the Oc- reported by the Senate Committee on the Judiciary, July 11, 1985,
tober beginning of the fiscal year, the Commerce Department pub- SJ. Res. 13 proposes an amendment to the Constitution that
lishes its first formal estimates of national income growth. Typical- would require the Congress, prior to each fiscal year, to adopt a
ly, these are extremely close to the final growth data available two statement of receipts and outlays for that year in which total out-
years later. It should be noted that the absolute levels of national are not greater than total receipts. Such statement may pro-
income are not an issue in the proposed amendment, only the rate vide for a budget deficit if three-fifths of the total membership of
of growth in the indicator. both Houses of the Congress vote in favor. For any fiscal year, total

19. How is Senate Joint Resolution 13 to be enforced? k

The proposed amendment is designed to be enforced primarily
through the political process. As one witness has observed of the
amendment, “it would increase the flow of economic information ‘i
the political marketplace.” Rather than voters having to wade
through hundreds of votes cast by their Senators and Represer ar is in effect, and that the amendment shall take effect for
tives each year in order to determine their views on spending second fiscal year beginning after the article is ratified by
taxing, they would be able to analyze only a sm ber o reo-fourths of the states. ; ‘
votes. Further, Members of Congress woul o budgetary impact of this amendment is very uncertain, be-
countable for their decisions sinc it takes effect and the extent to which
defer the costs of new spending e discreti rided by the amend-

prior to such fical year, unless a majority of both Houses of the
Congress has passed a bill approving the additional receipts and
such bill has become law. The amendment also states that these
ovisions may be waived for any fiscal year in which a declaration




86

ment to approve larger revenue increases and/or budget deficits.
The earliest the amendment could take effect would be for fiscal
year 198_8’,_ if it were approved by the 99th Congress and ratified by
the requisite number of States by September 30, 1986,

Under the policies of the First Concurrent Resolution on the
Budg_et—Flspal Year 1986, CBO projects that the deficit in fiscal
year 1988 will be ahout 3 percent of the Gross National Product. If
the amendment takes effect and if the limit on revenue growth is
maintained by the Congress, then total Federal revenues would
have to be reduced in fiscal year 1988 by about 1.5 percent from
budget resolution levels so as not to exceed the allowed rate of in-
crease In revenues, based on CBO’s current economic assumptions.
In order to balance the budget, the Congress would then need to
reduce outlays. In fiscal year 1988, total Federal outlays would
need to be reduced by about 14 percent from the policies of the con-
gressional budget resolution so as not to exceed revenues.

If you wish further details on this estimate, we will be pleased to
provide them. -

With best wishes,

Sincerely,

Eric HaNusHEK
(For Rgdolph G. Penner, Director).

XIX. CONCLUSION

s, the Corqmitteé on the 'Judiciary rec-
he subject resolution proposing an
states Constitution.

-PROFESSOR MILTON FRIEDMAN,
R IN ECONOMICS

A F
OBEL PRIZE WINNE

- - ; ' /(THe Atlantic Monthly-February 1983)

- Our elected representatives in Congress have been voting larger
expenditures year after year—larger not only in dollars but as a
fraction of thq national income. Tax revenue has been rising as
well, but nothing like so rapidly. As a result, deficits have grown
and grown. ' - '

At the same time, the public has demonstrated increasing resist-
ance to higher spending, higher taxes, and higher deficits. Every
zurvey of ptu_bhc opilr.nontshows ?1 large majority that believes that

overnment is spending too much money, and t h
budget should be balan%ed. Y tat the government’
How is it that a government of
that the majority opposes?

The paradmg reflects a defect in our political structure. We are
ruled by a majority—but it is a majority composed of a coalition of
minorities representing special interests. A particular minority
may lose more from programs benefiting other minorities than i
gains from programs benefiting itself. It might be willing to give
its own programs as part of a package deal eliminating all pro-

the majority produces results

grams—but, currently, there is no way it can ex
ence. Tt
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Similarly, it is not in the interest of a legislator to vote against a
particular appropriation bill ‘if that vote would create strong en-
emies while a vote in its favor would alienate few supporters. That
is why simply electing the right people is not a solution. Each of us
will be favorably inclined toward a legislator who has voted for a
bill that confers a large benefit on us, as we perceive it. Yet who
among us will oppose a legislator because he has voted for a meas-
ure that, while requiring a large expenditure, will increase the
taxes on each of us by a few cents or a few dollars? When we are
among the few who benefit, it pays us to keep track of the vote.
When we are among the many who bear the cost, it does not pay
us even to read about it.

The result is a major defect in the legislative procedure whereby
a budget is enacted; each measure is considered separately, and the
final budget is the sum of the separate items, limited by no effec-
tive, overriding total. That defect will not be remedied by Congress
itself—as the failure of one attempt after another at reforming the
budget process has demonstrated. It simply is not in the self-inter-
est of legislators to remedy it—at least not as they have perceived
their self-interest.

Dissatisfaction with ever-increasing spending and taxes first took
the form of pressure on legislators to discipline themselves. When
it became clear that they could not or would not do so, the dissatis-
faction took the form of a drive for constitutional amendments at

oth the state and the federal levels. The drive captured national
ttention when Proposition 13, reducing property taxes, was passed
n California; it has held public attention since, scoring successes in
state after state. The constitutional route remains the only one by
which the general interest of the public can be expressed, by which
package deals, as it were, can be realized. .
. Two national organizations have led this drive: the National Tax
Limitation Committee (NTLC), founded in 1975 as a single-issue,
nonpartisan organization to serve as a clearinghouse for informa-
tion on attempts to limit taxes at a local, state, or federal level,
and to assist such attempts; and the National Taxpayers Union
(NTU), which led the drive to persuade state legislatures to pass
resolutions calling for a constitutional convention to enact an
amendment requiring the government to balance its budget.
Thirty-one states have already passed resolutions calling for a con-
vention, If three more pass similar resolutions, the Constitution re-
quires Congress to call such a convention—a major reason Congress
has been active in producing its own amendment.
The amendment that was passed by the Senate last August 4, by
a vote of 69 to 31 (two more than the two thirds required for ap-
-proval of a constitutional amendment), had its origin in 1973 in a
_California proposition that failed at the time but passed in 1979 in
nproved. form (not Proportion 13). A drafting committee organized
the NTLC produced a draft amendment applicable to the federal
overnment in late 1978. The NTU contributed its own version.
Senate Judiciary Committee approved a final version on May

981, after lengthy hearings and with the cooperation of all the
i to the earlier work. In my opinion, the commit-

‘than any earlier draft. That version
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posed by Senator William Armstrong, of Colorado, a Republican.
Approval by the Senate, like the sponsorship of the amendment,
was bipartisan; forty-seven Republicans, twenty-one Democrats,
and one Independent voted for the amendment. '

The House Democratic leadership tried to prevent a vote on the
amendment in the House before last November’s election. Howev-
er, a discharge petition forced a vote on it on October 1, the ‘last
full day of the regular session. The amendment was approved by a
majority (236 to 187), but not by the necessary two thirds. Again,
the majority was bipartisan: 167 Republicans, 69 Democrats. In
view of its near passage and the widespread public support for it,
the amendment is sure to be reintroduced in the current session of
Congress. Hence 1t remains a very live issue.

The amendment as adopted by the Senate would achieve two re-
lated objectives: first, it would increase the likelihood that the fed-
eral budget would be brought into balance, not by prohibiting an
unbalanced budget but by making it more difficult to enact a
budget calling for a deficit; second, it would check the growth of
government spending—again, not by prohibiting such growth but
by making it more difficult. , ,

The amendment is very much in the spirit of the first ten

amendments—the Bill of Rights. Their purpose was to limit the
government in order to free the people. Similarly, the purpose of
the balanced-budget-and-tax-limitation amendment is to limit the
government in order to free the people—this time from excessive
taxation. Its passage would go a long way to remedy the defect that
has developed in our budgetary process. By the same token, it
would make it more difficult for supporters of ever-bigger govern-
ment to attain their goals. e ' A : "
It is no surprise, therefore, that a torrent of criticism has been
loosed against the proposed amendment by people who believe that
our problems arise not from excessive government but from our
failure to give government enough power, enough control over us
as individuals. It is no surprise that Tip O’Neill and his fellow ad-
vocates of big government tried to prevent a vote in the House on
the amendment, and used all the pressure at their command to
prevent its receiving a two-thirds majority.

It is no surprise, either, that when the amendment did come to a

vote in the House, a substantial majority voted for it. After all, in

repeated opinion polls, more than three quarters of the public have

~the Lord asks.”

_ the budget. Similarly, a President will not produce a balance
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amendment, but they doubt its necessity and potential effective-
ness. , =

Those doubts are presumably shared by many other thoughtful
citizens of all shades of political opinion who are united by concern
about the growth of government spending and deficits. Here, for
their consideration, are my answers to the principal objections to.
the proposed amendment that I have come across, other than those
that arise from a desire to have a still-bigger government:

1. The amendment is unnecessary. Congress and the President
have the power to limit spending and balance the budget.

Taken seriously, this is an argument for scrapping most of the
Constitution. Congress and the President have the power to pre-
serve freedom of the press and of speech without the First Amend-
ment. Does that make the First Amendment unnecessary? Not sur-
prisingly, I know of no one who has criticized the balanced-budget
amendment ‘as unnessary—however caustic his comments on con-
gressional hypocrisy—who would draw the conclusion that the
First Amendment should be scrapped. : ‘ -

It is essential to look not only at the power of Congress but at
the incentives of its members—to act in such a way as to be re-
elected. As Phil Gramm, a Democratic congressman from Texas,

has said: “Every time you vote on every issue, all the people who
. want the program are looking over your right shoulder and no-
. body’s locking over your left shoulder. . . . In being fiscally respon-

sible under such circumstances, we’re asking more of people than

" Under present arrangements, Cbngreés will not in fact balance

budget by using the kind of vetoes that would be requi
function of the amendment is to remedy the defect in our legisla
ive procedure that distorts the will of the people as it is filtered
hrough their representatives. The amendment process is the only
effective way the public ¢an treat the budget as a whole. That is-
the function of the First Amendment, as well--it treats free speech
as a bundle. In its absence, Congress would consider each case “on
s merits.” It is not hard to envisage the way unpopular groups
and views would fare.
2. The President and Congress are guilty of hypocrisy in voting si-
multaneously for a large current deficit and for a constitutional

amendment to prevent future deficits. o
Of course, I have long believed that congressional hypocrisy and

favored such an amendment. Their representatives do not find it
easy to disregard that sentiment in an open vote~~which is why
Democratic leaders tried to prevent the amendment from coming
to a vote. When their hand was forced, they quickly introduced a
meaningless substitute that was overwhelmingly defeated (846 to
77) but gave some representatives an opportunity to cast a recorded

vote for a token budget-balancing amendment while at the same
time voting against the real thing. , Y
I have been much more surprised, and dismayed, by the criticis

lier, Congress will not violate the Consti-

and expand ind
will wriggle and squirm; they

Wall Street 1 and a former . gr
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will seek, and no doubt fund, subterfuges and evasions. But their
actions will be significantly affected by the existence of the amend-
ment. The experience of several states that have passed similar
tax-limitation amendments provides ample evidence of that. .

3. The amendment is substantive, not procedural, and the Consti-
tution should be limited to procedural matters. The fate of the pro-
hibition amendment is a cautionary tale that should give us pause
in enacting substantive amendments.

If this amendment is substantive, so is the income-tax (sixteenth)
amendment and so are many specific provisions of the Constitu-
tion. The income-tax amendment does not specify the rate of tax. It
leaves that to Congress. Similarly, this amendment does not specify
the size of the budget. It simply outlines a procedure for approving
it: the same as now exists if total legislated outlays do not exceed
an amount determined by prior events (the prior budget and the
prior growth in national income); and by a majority of 60 percent if
total legislated outlays do exceed that amount. The requirement of
a supernormal majority is neither substantive nor undemocratic
nor unprecedented. Witness the two-thirds majority necessary to
override a presidential veto or to approve a treaty.

The prohibition amendment was incompatible with the basic aim

of the Constitution, because it was not directed at limiting govern-

ment. On the contrary, it limited the people and freed government
to control them. The balanced-budget-tax-limitation amendment is
thoroughly compatible with the basic rule of the Constitution, be-
caqsf it seeks to improve the ability of the public to limit govern-
ment. : L ~ i

4. The amendment is unduly rigid, because it requires an annual-
' balanced budget. .

_This is a misconception. Section 1 of the amendment prohibits a
planned budget deficit unless it is explicitly approved by three
fifths of the members of the House and Senate. It further requires
the Congress and the President.to “‘ensure that actual outlays do
not exceed the outlays set forth in [the budget] statement.” But it
does not require that actual receipts equal or exceed statements re-
ceipts. A deficit that emerged because a recession produced a re-
duct1.0n in tax receipts would not be in violation of the amendment,
provided that outlays were no greater than statement outlays. This
is a sensible arrangement: outlays can be controlled more readily
over short periods than receipts.

I have never been willing to support an amendment calling for
an annually balanced budget. I do support this one, because it has
the necessary flexibility. ‘

5. The amendment will be ineffective because (a) it requires esti-
mates of recezits and outlays, which can be fudged; (b) its language
is fuzzy; (c) The Congress can find loopholes to evade it; (d) it con-
tains no specific provisions for enforcement. ' n

(a) It will be possible to evade the amendment by overestimating

receipts—but only once, for the first year the amendment is effec

tive. Thereafter, section 2 of the amendment limits each year’s

statement receipts to the prior year’s statement receipts plus the
rior rate of increase of national i furthi

udget recei ‘ is 0
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Any further fudging would have to be of the national-income es-
timates. That is possible but both unlikely and not easy. What mat-
ters is not the level of national income but the percentage change
in national income. Alterations of the definition of national income
that affect levels are likely to have far less effect on percentage
changes. Moreover, making the change in income artificially high
in one year will tend to make it artifically low the next. All in all,
1 do not believe that this is a serious problem. =~ o

(b) The language is not fuzzy. The only undefined technical term
is “national income.” The amendment also refers to “receipts” and
“outlays,” terms of long-standing usage in government accounting;
in section 4, total receipts and total outlays are defined explicitly.

Nor is the amendment a hastily drawn gimmick designed to pro-
vide a fig leaf to hide Congress’ sins. On the contrary, it is a sophis-
ticated product, developed over a period of years, that reflects the
combined wisdom of the many persons who participated in its de-
velopment. ' e :

(c) Loopholes are a more serious problem. One obvious loophole—
off-budget oulays—has been closed by phrasing the amendment in
terms of total outlays and defining them to include “‘all outlays of
the United States except those for repayment of debt principal.”
But other, less obvious, loopholes have not been closed. Two are
particularly worrisome: government credit guarantees, and man-
dating private expenditures for public purposes (e.g., antipollution
devices on automobiles). These loopholes now exist and are now
being resorted to. I wish there were some way to close them. No
doubt the amendment would provide an incentive to make greater
use of them. Yet I find it hard to believe that they are such attrac-
tive alternatives to direct government spending that they would
render the amendment useless. F
(d) No constitutional provision will be enforced unless it has
widespread public support. That has certainly been demonstrated:
_ However, if a provision does have widespread support—as public-
_opinion polls have clearly shown that this one does—legislators are

not likely to flout it, which brings us back to the loopholes.

Equally important, legislators will find it in their own interest to
confer an aura of inviolability on the amendment. This point has
been impressed on me by the experience of legislators in states
that have adopted amendments limiting state spending. Prior to
the amendments, they had no effective defense against lobbyist
urging spending programs—all of them, of course, for good pur-
poses. Now they do. They can say: ‘‘your program is an excellent
one; I would like to support it, but the total amount we can spend
is fixed. To get funds for your program, we shall have to cut else-
where. Where should we cut?”’ The effect is to force lobbyists to
compete against one another rather than form a coalition against
the general taxpayer.

That is the purpose of constitutional rules; to establish arrange-
ments under which private interest coincides with the public inter-
est. This amendment passes that test with flying colers.

6. The key problem is not deficits but the size of  government

spending.. .

why I have never supported an
nced budget. I have written re-
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peatedly that while T would prefer that the budget be balanced, I
would rather have government spend $500 billion and .run a deficit
of $100 billion than have it spend $800 bllllon with a balanced
budget. It matters greatly how the budget is balanced, whether by
cutting spending or by raising taxes.

In my eyes, the chief merit of the amendment recommended by
the Senate Judiciary Committee is precisely that is does limit
spending. Section 1 requires that statement outlays be no greater
than statement receipts; section 2 limits the maximum increase in
statement receipts; the two together effectively limit statement out-
lays. Moreover, if in any year Congress manages to keep statement
receipts and outlays below the maximum level, the effect is to
lower the maximum level for future years, thus fostermg a gradual
ratcheting down of spending relative to national income.

A further strength of the amendment is the provision for approv-
ing an exceptional increase in statement receipts (hence in state-
ment outlays). The spending-limitation amendment that was draft-
ed by the National Tax Limitation Committee required a:- two-
thirds majority of both houses in order to justify an exceptional in-
¢rease in outlays: The amendment passed by the Senate requires
only . “a majority of the whole number of both houses of Congress.”
However, the majority must vote for an explicit tax increase. I
submit that it is far easier to get a two-thirds majority of Congress
to.approve an exceptional increase in spendlng than to get a simple
majority ‘to: approve an explicit increase in. taxes. So this is a
stronger, not a weaker, amendment.

Section 6, proposed by Senator Armstrong in the course of
Senate debate makes the debt ceiling: permanernit and requires a
supermajority vote to raise it. That provision was approved by a
narrow majority composed of a coalition of right-wing Republicans
and ‘left-wing Democrats—the one group demonstratingits hard-
core conservatism, the other seeking to reduce the chances of adop-
tion of the basic amendment.

I do not favor the debt-limit provision. Its objective—to strength-
en pressure on Congress to balance the budget—is fine, and it may
be that it would do little harm: But it seems to me both unneces-
sary and potentially harmful. I trust that it will be eliminated if
and when the amendment is finally approved by Congress. I shall
favor the amendment even if the debt-limit prov1s10n is left in, but
less enthusiastically.

7. The amendment introduces a new economic theory into the Con-
stitution.

It does nothing of the kind--unless the idea that there should be
some connection between receipts and outlays is a new economic
theory. The amendment does not even change the present budget
process, If Congress enacts a balanced budget that rises by no
greater a percentage than does national income. But it does signifi-
cantly stiffen the requirement for passing a budget that is in deficit
or for raising the fraction of our income spent on our be by the
government. .

The amendmenthrecommended by the Se
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PROPOSED CONSTITUTIONAL AMENDMENT

SkcTtioN 1. Prior to each fiscal year, the Congress shall adopt a
statement of receipts and outlays for that year in which total out-
lays are no greater than total receipts. The Congress may -amend
such statement provided revised outlays are no greater than re-
vised receipts. Whenever three-fifths of the whole number of both
Houses shall: deem it necessary, Congress in such: statement may
provide for: a specific excess of outlays over receipts by a vote di-
rected solely to that subject. The Congress and the President shall,
pursuant to legislation or through exercise of their powers under
the first and second articles, ensure that actual outlays do not
exceed the outlays set forth in such statement.

Section 2. Total receipts for any fiscal year set forth in the state-
ment ‘adopted pursuant to this article shall not increase by a rate
greater than the rate of increase in national income in the year or
years ending not less than six months nor more than: twelve
months before such fiscal year, unless a majority ~of the whole
number of both Houses of Congress shall have passed a bill direct-
ed solely to approving spemﬁc addltlonal recelpts and such b111 hasl
become law. ‘

SectioN 3. The Congress may waive the provisions of thls article
for any fiscal year in which a declaration of war is in effect. '

Secrion 4. Total receipts shall include all receipts of the Umted‘
States except for those derived from borrowing and total outlays
shall include all outlays of the Unlted States except those for re-
payment of debt principal. L

SectioN 5. The Congress shall enforce and 1mplement this artlc -
by appropriate legislation. '

SecTion 6. On and after the date this article takes effect, the
amount of Federal public debt limit as of such date shall become
permanent and there shall be no increase in such amount unless
three-fifths of the whole number of both Houses of Congress shall
have  passed a_ bill approving such  increase and such bill -has
become law.

SkcTtioN 7. This article shall take effect for the second fiscal year
beginning after its ratification.*




ADDITIONAL VIEWS OF MR. DENTON

I believe that we face a crisis of confidence among the American
public. Most taxpayers simply do not believe that Congress has the
willpower to cut spending and balance the federal budget. This mis-
trust appears well-founded when one reviews the history of statuto-
ry efforts to reform the budget process and restrain spending:

The prudent and responsible management of public funds is a
fundamental requirement of government. I am afraid that statuto-
ry approaches to reasserting that important principle will continue
to fail. Only the enactment of a constitutional amendment will ex-
plicitly mandate fiscal responsibility and be enforceable by and on:
future Congresses. , :

In drafting this constitutional amendment, we must not lose
sight of .the fundamental responsibility of the federal government,
as stated in the ;preamble of the Constitution, to “provide for the
common defence.” This is not an option but the transcendental re-
quirement of the government, and we do no service for our country
?r in fulfillment of our obligations as Senators when we ignore that

act, . . : e R i e
We in the Congress have too often fallen into the dangerous trap
of viewing “providing for the common defence” as if that require-
ment were only one of several competing requirements of equal pri-
ority. Clearly the common defense is more important than, for ex-
ample, welfare or education assistance or even the size of the na-
tional debt. If our country is not secure, then those other require-
ments are meaningless. ‘ '
“Many of my colleagues prefer to pass a balanced budget constitu-
tional amendment without a specific national security waiver pro-
vision because such a provision, they believe, is too broad and open
to too much interpretation. They say that if our country faces a
genuine, imminent threat to the national security, they are confi-
dent that at least three-fifths of both Houses of Congress would be
willing to authorize a deficit in order to finance the military prepa-
ration necessary to meet that threat.

I sincerely hope that they are correct in their judgment. I too am
fairly confident that at least three-fifths of this body would respond
through whatever means necessary, and without hesitation, to
meet any imminent national security threat. I am also reasonably
confident that that will be the case 5, 10, and 100 years from now.
But I am not absolutely sure.

There are several examples in history which demonstrate that
gsome votes on issues crucial to our national security have been
quite controversial and would not have passed had a three-fifths

majority requirement been in effect. For example, prior 01986 the

Washington Treaty limited the authorized naval h of
United States, Great Britain and Japan t ' pec
1y. When the naval limitation tr
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and Japan began building in excess of all prior treaty limitation.
H.R. 9218 was introduced to authorize sufficient build-up of our
naval strength to reach the 5-5-3 ratio,

The report of the House Committee on Naval Affairs on H.R.
9218 stated: “it is essential to have, for our proper national de-
fense, the increase provided in this bill, or else the security of our
Nation is jeopardized. . . . The increase authorized in this bill will
furnish the minimum national defense necessary to attain our na-
tional security and preserve our Republic.” Senator Walsh stated
in support of the bill: “The question which the bill presents, and
the only question, is the question of national security and safety,
and, to that end, the maintenance of an adequate navy.” The bill
passed the Senate on 8 May 1938 by a vote of 56 to 28, two votes
short of a three-fifths majority. ‘

After the outbreak of World War-II, Congress passed the Neu-
trality Act of 1939, the “Cash and Carry” Act, permitting belliger-
ent nations: to purchase war materials in the United States and
transport them abroad in their own vessels with payment only in
cash. This made American industrial power available to our allies.
By the end of 1940, Great Britain could not hope to.acquire the
necessary dollars to keep on buying the weapons they needed. By
the middle . of December, British contracting for United States
goods in -this country had virtually ceased. President Roosevelt
urged Congress to pass-a bill allowing the manufacture and provi-
sion of weapons to nations at war with axis powers so that the flow
of necessary weapons to Britain would not be stopped.

In response to the President’s request, Congress passed H.R.
1776, the Lend-Lease Act, which empowered the President to au-
thorize the various heads of government departments and agencies
to manufacture and procure “defense articles” for the government
of any country whose defense the President deemed vital to the ‘de-
fense of the United States and to exchange, lease, lend, or other-
wise dispose of defense articles to such countries.

According to then Secretary of War Stimson, the Lend-Lease Act
was one of the most important legislative achievements of the
entire war. The House of Representatives Committee on Foreign
Affairs concluded in their report on H.R. 1776: “It is the firm opin-
ion of your committee, that taking into consideration existing
world conditions, prompt enactment of H.R. 1776 into law is of the
highest importance to the vital interests of our country—and even
of our civilization.”

The Senate vote on H.R. 1776 was 60 to 31, only 2 votes over a
three-fifths majority. The House vote was 260 to 165, 1 vote short of
a three-fifths majority. ‘

- These are examples of how the perception of a threat to our na-
tional security can be very controversial before we are actually en-
‘gaged in a military conflict. It underscores the need to preserve as
‘much flexibility as possible for Congress to act in the face of a na-
‘tional security threat. When we are debating whether a constitu-
tional amen ‘ dinminish in any way our ability or flexi-
‘ ity, we must a}l:,e every effort to
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to predict what types of threat to our na
face many years hence? .

Furthermore, a future threat to our natio may not
necessarily be a military threat to our countr:
to another country which is vital to our n
may even be a terrorlst threat mounted on s
national security is genuinely threatened. We
take these possibilities into account when we ;f
budget amendment. ' S

Finally, let us dispense with any suggestlon th, it is defense
spending that has caused our current budgetary problems and that
irresponsible defense spending might undermine the proposed
amendment. I point out to my colleagues that the proportion of the
federal budget that is spent on defense has declined by nearly half
during the past 25 years. When John F. Kennedy was President,
we spent nearly. one-half of the Federal budget on defense and
about one-quarter of it on social programs. Now the proportions are
reversed, and we spend more than half of the Federal budget on
social programs and only slightly ‘more than One-quarter on de-
fense.

As important as a balanced budget is to the well-being - of our
nation,  we cannot force a balanced budget at-the expense of our
ability to protect the national security.

a balanced

_ sti to balance the budget.

ADDITIONAL

t1tut10na1 amendment to bal-
wvorably by the Committee on
the Judiciary, is indeed a p{)s step toward fiscal responsibility.
Congress must take the initiative to enact and send to the people a
resolution to balance the federal budget. I have supported such a
concept since coming to the United States Senate, and I am com-
mitted to reducing the federal deficit which is crippling this na-
tion’s financial security. 1 am an original cosponsor of S.J. Res. 13.
I will support passage of this resolution, but I believe it can be
made stronger and more effective.

S.J. Res. 13 requires Congress to adopt a statement prior to the
fiscal year in:which outlays are not greater than receipts. Congress
may provide for a specific excess of outlays over receipts by a
three-fifths vote of each House of Congress. This language ensures
a balanced statement at the beginning of a fiscal year. It does not
ensure a balanced budget at the end of a fiscal year.

In order to make Congress more accountable for the end product
of the budgetary process, there must. be some self-enforcing provi-
sion that adds substance to the balanced budget amendment. In the
97th Congress, Senator William Armstrong (R-CO.), and Senator
David :Boren (D-OK.), proposed an enforcement mechanism; which
was adopted by the Senate. The amendment requires a. three-fifths
vote to raise the debt limit of the United States after the balanced
budget amendment becomes effective.

If the purpose of the balanced budget amendment is to allow for
a planned deficit only by a three-fifths vote, then requiring a three-
fifths vote to raise the debt limit after a deficit has actually oc-
curred is perfectly consistent.

Under S.J. Res. 13, the initial statement of receipts and outlays
is only a projection. It is an estimate of receipts and outlays for the
fiscal year. While S.J. Res. 13 requires actual outlays not to exceed
planned outlays, there is no guarantee that actual receipts will not
fall below planned receipts. Therefore, even with the most careful
projections, deficits may occur. S.J. Res. 13 exacts no price for an
unplanned deficit.

If we are truly committed to living within the confines of a bal-
anced budget, then Congress must be responsible for unplanned
deficits as well as planned deficits. This amendment makes Con-
gress just as accountable at the end of the fiscal year as it is at the
beginning. Congress may also be more prudent in its initial projec-
tions if it must answer for its results.

I offered this amendment in Committee, but withdrew it based
on the assurances of my colleagues that such a provision was being
cons:tdered I believe it is crucial to any workable and effective con-
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The success of any constitutional amendment to balance the
budget will require responsible legislating by each individual
Member of Congress, participation of the executive branch and pa-
tience and sacrifice on the part of the American public. But Con-
gress has a responsibility to enact not just a balanced budget
amendment, but an amendment with vision-—and one that can ac-
complish what it should accomplish—a budget we can live with,
and live within.

MINORITY VIEWS OF MR. MATHIAS

The Senate Judiciary: Committee has once ‘again reported to the
Senate a proposed constitutional amendment to provide for a bal-
anced budget. This year, the Committee was unable to agree on a
single formulation for this proposed amendment and has therefore
reported two-distinct proposals to the Senate for consideration.
While: both proposed amendments purport to achieve: the. same
result—balanced federal budgets, they take different approaches.

S.J. Res. 13 is substantially similar to S.J. Res. 5 which was report-
ed by this Committee in the 98th Congress. This proposed amend-
ment requires anticipated revenues to equal anticipated receipts in
each fiscal year. S.J. Res. 13 also restricts the ability of Congress to
increase receipts by requiring that any increase in federal revenues
above the rate of growth in national income must be specifically
authorized by an act of Congress, passed by a majority of the mem-
bership of each house, “directed solely by approving specific add1-
tional receipts.”

_The other proposed constitutional amendment reported by the
_Comntuttee, S.J. Res. 225, is terser in language, although I fear it
will prove no less complex in application. This proposal simply pro-

vides that outlays for any fiscal year may not exceed revenues for,

that fiscal year. The difficulty that could arise from the fact that
many months and many uncertainties separate the estimate of out—
lays and the collection of revenues is ignored. -

SHORTCOMINGS OF THE PROPOSED AMENDMENTS

In my view, neither of these proposed amendments is adequate to
the task of assuring balanced budgets. ‘At best, either amendment
will raise false expectations; at worst, either amendment could Jead
to concerted efforts to circumvent its provisions. This latter result
would adversely affect enforcement of and respect for constitution-
al provisions generally

The Committee’s inability to propound a single formulation for
the proposed amendment should warn us that the particular word-
ing of a balanced budget amendment may be out-dated before its
passage, especially since ratification is a lengthy process which
may take several years to complete.

In addition, both of these proposed amendments open the door to
unprecedented judicial involvement in the budget process. Neither
amendment includes a specific enforcement mechanism. The com-
mittee rejected an amendment which would have granted explicit
standing for citizens’ suits to enforce both the balanced budget and
tax limitation sections of the proposed amendments. The. megonty
believes that judicial involvement would be rare because citizens
ling to complain of violations. But if this belief is
endment, in elther form, is esentlally unenforceable
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It therefore will not achieve its goal of a balanced federal budget.
This failure could erode respect for other provisions of the Consti-
tution. The passage of an unenforceable constitutional amendment
is an excercise in public relations, not constitutional law.

If the majority is incorrect about standing to enforce the amend-
ment, federal judges could become' intimately involved in every
facet -of spending and taxing decisions. The. judiciary could ‘be
called on to determine the constitutionality of virtually every tax
and spending bill passed by Congress and signed by the President.

BALANCED BUDGETS TODAY

Why is the Judiciary Committee so eager to embark on a path
that presents these and many other pitfalls? In my view, the sup-
port for a constitutional amendment on balanced’ budgets is based
on a false premise—that the Constitution is somehow flawed, and
that but for this error in the original drafting of the document, our
fiscal house would be in order. I cannot agree with this assumption.
The Constitution, without further amendment, grants ample power
to the Congress and the President to adopt a balanced budget now.

The deficit problem is not the fault of inadequacies in the Consti-
tution. It is the fault of Presidents ‘of both parties who have pro-
posed spending measures in excess of federal revenues without pro-
posing equal taxes to finance those spending priorities. It is the
fault of Congress which, although it has consistently reduced
spending demands by all Presidents, has just as consistently been
unwilling to deny any President’s wishes to increase spending with-
out increasing taxes. '

Congress and the President share responsibility to propose and
adopt balanced budgets. In the past five years alone, Congress has
cut the deficit in budgets proposed by the President by over $167
billion. Yet both of the proposed amendments to the Constitution
address.only the legislative branch. Neither requires the executive
to play any role in restricting federal spending or in proposing bal-
anced budgets. In the 98th Congress, S.J. Res. §, as reported by this
Committee, included a requirement that the President propose a
balanced budget. This year, however, this committee rejected the
opportunity to include that requirement. Rather than recognizing
the role of the President in the budget process, the Committee has
acted as if Congress legislated in -a vacuum. Our retreat from im-

posing executive as well as legislative responsibility further erodes:

confidence in these proposed amendment and cannot give the
American people confidence that this Committee takes the problem
of budget deficits seriously.

STATUTORY APPROACH

- The best way to assure the American people that we are seriou
about the deficit is to vote for legislation that will bring the budget
into balance. Throughout my career in Congress 1 ‘ :
fiscally sound policies that require the federal go
spending to  essential programs. and
through approp;ia\teb; taxes. But if
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budget, another alternative, short of a constitutional amendment,
should be considered. '

I have consistently favored a statutory approach to the balanced
budget question. It is often said that “‘Congress should not legislate
ark.” It is even more essential that Congress not amend the
1e dark. A statutory approach could achieve im-
ince, unlike a constitutional amendment, the stat-
ctive immediately. Balanced budgets could be man-
ly, not at the end of a lengthy ratification process.
- statutory approach could ameliorate some of the
W

by our ignorance of the effects of mandating a bal-
anced budget. We know very little about the impact of this pro-
posed amendment on the economy, on federal finance, or on the
separation of powers, particularly the relationship between the leg-
islative and judicial branches. These questions should be fully and
completley answered before we change the Constitution. A statuto-
ry approach would provide that opportunity. The Congress could
discern the effect of particular language, ascertain the proper roles
for the executive and judicial branches in the process of mandatory
balanced budgets and revise any statute by the action of a simple
majority of the Congress and Presidential concurrence. '
A constitutional amendment has none of these virtues. Not only
will it be ineffective today, during the period of greatest need, but
any flaws discovered after ratification will have to be corrected by
the time-consuming process of reamending the Constitution. :

CONCLUSION :

These proposed amendments raise more questions than they
answer. Their benefits will not be felt for years, if at all. In the
interim, they provide a poor substitute for real action to control
the federal budget process. For these reasons, I oppose sending
either of these proposed constitutional amendments to the Senate.




MINORITY VIEWS OF MR. METZENBAUM

The Judiciary Committee has voted to report two versions of a
balanced budget amendment to the Senate. Both versions are fun-
damentally flawed proposals to tamper with the Constitution. Not
only is the balanced budget amendment unworkable, it is highly
deceptive. Proponents point to it as a cure for the Nation’s fiscal
crisis. In fact, it is just the opposite. It is a way to divert attention
from the difficult task of taking responsible action. 4

The public has been led to believe the balanced budget amend-
ment will painlessly eliminate massive deficits that plague our Na-
tion’s economic stability. This conception is a dangerous illusion.

Our current fiscal disaster is the result of a foolishly drastic tax
cut in 1981, which many of us now regret, a reckless military build-
up that has not made us more secure, and a failure to close tax
loopholes that allow corporations and the wealthy to avoid their
fair share of taxes. Only if we attack the cause of the deficits will
we ever make a start on balancing the budget. This amendment, on
the other hand, will be exploited for political gamesmanship when
statesmanship is particularly necessary for responsible action.

' BROAD-BASED OPPOSITION

The public should be highly suspicious of this amendment if for
no other reason than so many serious analysts and political observ-
ers, of all political philosophies, have spoken out against it.

The National Council of Senior Citizens justifiably fears that it
means “renewed attacks on social security, medicare and medic-
aid.”

Paul Volcker, the Chairman of the Federal Reserve Board, testi-
fied that it isn’t workable and can be used as a substitute for actu-
ally solving the deficit problem

Former President Ford said it would raise false hopes.

The Committee for Constitutional Integrity, a distinguished

group of lawyers and law professors, says it would undermine the

flexibility and diminish the integrity of the Constitution.

Columnist George Will says it is a “hoax,” and a “trivialization

of the Constitution.”

Columnist James J. Kilpatrick says it is an “unenforceable, unin-
telligible amendment to the constitution that will get us nowhere.””

Rudolph Penner, the Director of the Congressional Budget Offic

testified that the balanced budget:amendment ‘“‘can be easily

evaded” and that “it invites political stalemate.” i

Roy Ash, former Director of the Office of Management a
Budget for Presidents Nixon and Ford, testified that the am
ment would lead to a loss of fiscal control and accomplish the opr

site of what
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The staff of President Reagan’s own Office of Management and
Budget prepared an internal report listing major flaws in the
amendment and arguing strongly againstit.

Despite informed, broad-based opposition, and a host of intracta-
ble substantive and procedural problems, rhetorical support for the
amendment remains high and rises as the deficit situation worsens.
It is no accident that, as the budget deficits soar, and the actual
solution becomes more difficult, a misleading, oversimplified

remedy becomes more attractive.
' MISUSE OF THE CONSTITUTION

The amendment would misuse the Constitution to address prob-
lems that must be dealt with through legislative means. Annual
economic.and fiscal policies cannot and should not be imposed by
_ the Constitution. There are too many contingencies, too many un-
~ certainties: that arise in the Nation’s economic: life: to deal with
them through the inflexible mechanism of a constitutional amend-
ment. . g SR , ,
~The amendment is almost certainly unworkable in times of re-
cession. when social spending automatically increases as tax reve-
nues fall. It provides for no national emergencies other than a
formal- declaration of war. -During times of rapid social and eco-
nomic: change, Congress has historically ‘been able to implement
necessary taxing and spending decisions through regular legislative
procedures.” A -constitutional amendment introduces the ominous
element of an inflexible impediment that can only be modified with
extreme difficulty—a protracted process of ratifying another consti-
tutional amendment. : .

THE REVENUE LIMITATION: PROVISION

Below I comment on the provisions of both versions of the
amendment dealing with the relationship of outlays and expendi-
tures. First, I turn to the specific provision in the “revenue limita-
tion” form of the amendment that limits the growth in tax reve-
nues. Section 2 prohibits federal revenues from growing faster than
the ratz of growth in national income unless legislation, limited
solely-to increasing taxes, has been enacted.

.This provision attempts to prevent any automatic increase in tax
revenues beyond those resulting from growth in the economy. Any
additional growth in revenues would presumably require a tax cut
or a refund unless a specific tax increase bill was enacted. Conge-
quently, payroll taxes for Social Security and Medicare or other
taxes would have to be cut to accommodate revenue increases
which exceed the limitation. Such a limitation would  also. apply
even if revenues were far short of expenditures.

It is very difficult to understand how this provision would be en-
foreced. For example; it may becomeapparent that tax revenues
limitation only when ther és little time left in the

0

will exce
al ye
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passes a tax cut that is still 1neffect1ve in reducing revenues suffi-
ciently, the constitution is violated and taxpayer suits may result:

In addition, the revenue limitation provision can make a budget
deficit more likely by placing a stringent limitation on the Nation’s
ability to collect revenue. For example, the provision may force
Congress to enact a tax cut even if it is apparent that revenues al-
ready will fall short of expendltures This bias toward limiting rev-
enues, regardless of the Nation’s needs, conflicts with the professed
major purpose of the amendment—balancing the budget.

This provision also builds in a clear bias toward forced tax reduc-
tions. During a recession, nat1onal income falls and tax revenues
fall as a result. However, there is a strong tendency. for tax reve-
nues to decline faster than national income because of the progres-
sivity of the Tax Code. Consequently, during a recesswn, tax reve-
nues will generally fall as a percentage of national income.

Since section 2 limits the increase in tax revenues to the rate of

growth of national income in the prior year, the provision will
hmlt the natural tendency of tax revenues to increase faster than
the rate of increase from a recession. The result is to build in a
bias toward a long-term reduction in tax revenues as a percentge of
the Nation’s total output.

This type of forced tax reductlon threatens to undercut the coun-
try’s ability to pay for essential programs such as defense, social
security, medicare, education and other services. It is one thing for
the Congress to reduce taxes in particular circumstances after in-
formed. debate. It is unwise, even reckless, to force long—term tax
reductlons through the Constitution. .

-In short, this section threatens to undercut; revenues necessary to
support essentlal Federal responsibilities for defense and social pro-
grams. It is inconceivable Congress could comply with it on a con-
sistent basis, and it is likely to result in deficits by forcing Congress
to cut taxes when more revenue is needed to balance the budget

THE BALANCED BUDGET REQUIREMENT-——FAILURE TO ACCOMMODATE
ECONOMIC CYCLES

Attempting to balance the budget during a time.of economic re-
cession is a policy guaranteed to plunge the Nation into a deeper
recession. As the economy spirals downward, tax revenues will de-
cline and social spending—income and health care assistance and
unemployment compensation—will automatically rise. These addi-
tional expenditures not only cushion the blow in economic hard
times for those hardest hit by the recession, they also help restore

overall economic activity and stability, Yet the amendment r

quires the exact opposite—major new taxes or cuts in spending—

that will inevitably promote further deterioration of the econo
As President Reagan’s own OMB staff wrote:

Since business cycle contractions are inherent in a free
economy, the proposed policy rule would create artificial
policy choices and political conflicts on a recurring basis,
i.e., whether in the face of a contracting economy to: Raise
taxes, radically reduce spendmg unttll eCOVEry T

, ce1pts, or,
defici
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Both versions reported by the committee purport to require that
outlays not exceed receipts. Although there are two different ap-
proaches to implementing this hmxtat:on The first version, re-
ferred to in this statement as the “revenue limitation’ version; re-
quires that Congress adopt a statement of receipts and outlays
before a fiscal year begins. Further, Congress may ‘amend this
statement through the normal legislative process only in a way
that keeps outlays less than revenues. As discussed further below,
this version does not prohibit a deficit at all. Even one of hundreds
of billions of dollars, from a reduction of tax revenues below the
level adopted in the statement The second version, referred to here
as the “revenue permissive’ ’ version, flatly requires that outlays
for the year not exceed rece1pts

The “‘revenue limitation” version requires Congress to adopt a
statement at the beginning of the year that reflects a balanced
budget. If we are in the midst of a recession at that time, the fiscal
policies Congress would have to adopt would be the precise opposite
of those needed to pull the Natlon back to economic recovery.

The “revenue permissive” version of the amendment has an even
worse result in a time of economic downturn. Under the “revenue
limitation” version, the requirement to balance the budget occurs
only at the beginning of the fiscal year. A shortfall from revenue
loss would be allowed without triggering the amendment as long as
outlays did not exceed the level in the statement. However, the
revenue permissive version prohibits any deficit at all, including
one that results from a falloff in revenues. Consequently, the
amendment would tend to force a tax increase or major cuts in
social spending—unemployment compensation, health care, d
Social Security benefits—at the time when economic suffering is
greatest. .

This perverse effect inherent in both versions has led many of
the Nation’s most prominent economists, including six American
nobel laureates in economic science, four former Chairmen of the
President’s Council of Economic Advisers, and 11 past Presidents of
the American Economic Association to oppose a balanced budget
amendment.
1t is true that Congress could always waive the provisions of the
amendment with a three-fifths vote. However, the whole point of
this “super-majority” requirement is to make it difficult to achieve.
Since it would be difficult for Congress to vote a waiver, there will
be substantial opportunities for legislative stalemate while a reces-
sion deepens and suffering by those hardest hit by the recession
worsens.

Actual econometric simulations of the effect of the amendment
bear out the seriousness of this problem., A Wharton econometric

, analySIS estimated the impact of a hypothetical balanced budget re-

juirement in effect in July 1981.

The analysis showed that the deep and painful recession the
country endured would have turned into a major depression. Be-
cause F%deral ireven 1es declined in order to balance tge
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education and social service programs, the.SSI and AFDC income
assistance programs, veteran’s programs, Medicare, Medicaid, and
every other Federal program besides Defense, Social Security, and
interest on the national debt. : , .

A similar analysis conducted by Data Resources, Inc, a firm
whose econometric model is widely used in Government and indus-
try, showed the same results." DRI made projections based on alter-
native assumptions, first that the amendment took effect during a
period of economic decline. The results of both economic simula-
tions were deep recessions with record high unemployment.

DISTORTING POLICY DECISIONS

Because the amendment would create major roadblocks to Con-
gress ability to deal with changes in economic conditions, it will
undoubtedly introduce distortions in policy decisions as Congress is
forced to abide by the amendment’s limitations. There is a clear
bias in favor of a tax increase to correct deficits that become appar-
ent in the latter part of the fiscal year. As the OMB staff report
points out, “An annual balanced budget rule is inherently biased
toward higher taxes rather than lower spending because: cash flow
changes owing to tax policy can be enacted, implemented, and real-
ized in three months . . . cash flow changes owing to spending
policy require three months to three years to enact, implement and
realize in most cases—or even longer . . .”

Defense outlays for Major Weapon systems, as well as certain
other outlays, are the result of spending decisions often made years
earlier. It is absurd to believe that Congress could, on short notice
as a fiscal year draws to a close, make changes in budgetary policy
with a major effect on current year outlays. Moreover, relying on
spending cuts would be particularly difficult because correcting a
budget imbalance would require a proportionally greater cut in
program spending the later it is made in the fiscal year.

Second, there will be an irresistible temptation to convert more

spending to misleading ‘“‘off budget” status in order to avoid the ef-
fects of the amendment. “Off budget” spending has grown steadily
over recent decades and is now about $16 billion. Roy L. Ash,
former Director of the Office of Management and Budget, testified
that the amendment will encourage subterfuges to load spending
on to the private sector so it will not appear as government spend-
ing. However, as he put it: “The costs don’t disappear; they're just

not a part of the official budget but show up in prices instead.”

There are other “escape hatches” for a Congress forced to deai
with the realities of fiscal policy but hamstrung by the amend-
ment, including transferring responsibility to the private sector

through the gimmicks of tax credits and loan guarantees. The
fects are not simply loopholes, but serious. distortions in. econ
policymaking, leading to misleading information about  a
budget policy and less accountability to the public. :

THE DECLARATION OF WAR PROVISION
Both versions of the amendment rep
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doubtedly incur large deficits and Congress would quickly enact a
waiver resolution. However, the history of the nation shows very
few examples of a declared war. There has been no declaration of
war in effect since World War II even though the United States
has been involved in major military conflicts in Korea and Viet-
nam as well as more limited conflicts elsewhere. The amendment’s
limitations would greatly hamper the ability of the Congress to ap-
propriate funds for emergency military action. ‘

A three-fifths vote in both Houses of Congress will not be easily
achieved, particularly if there is dispute about the involvement of
the United States in the conflict. The result is to place a dangerous
limitation on the flexibility of the nation to respond in military

emergencies.
N i ENFORCEABILITY PROBLEMS P

The amendment has a host of ‘enforceability problems that make
it almost impaossible to implement in the way its proponents argue.
First, every key term in the amendment—outlays,” ‘National
income,” and ‘“‘Statement of receipts”—is undefined. None of these
terms has a precise, universally accepted meaning and each is sub-
Jject to manipulation and lengthy disputes. “Outlays”’—actual Gov-
ernment expenditures—are clearly different from appropriations—
decisions by Congress for funds to be expended. Outlays, in fact,
are often based on appropriation decisions that occurred years ear-
lier. The amendment is also unclear in the treatment of govern-

ment loan guarantees and other off-budget expendit: . L
. Both versions of the amendment reported by the committee
make totally unrealistic assumptions about the ability of Con
to estimate accurately expenditures and revenues. The “revenu
limitation” version requires Congress to make an estimate of out-
lays and revenues prior to the beginning of the fiscal year. In reali-
ty, recent administration projections of tax revenues and outlays
have been widely out of line with actual events. For example, OMB
in submiting the President’s budgets, assumed deficits of $45 bil-
lion, $91.5 billion, and $189 billion for fiscal years 1982-84. Based
on the same policy assumptions the Congressional Budget Office
projected deficits of .$67 billion, $120.6 billion, and $176 billion. The
actual deficits for those years turned out to be $110.6 billion, $195.4
billion, and $185.3 billion.

Even if an administration does not systematically understimate
the likely deficits of its budget proposals, there is a high degree of
inherent uncertainty in spending and revenue projections. It is im-
~possible to guarantee congressional budget decisions at the begin-
ning of a fiscal year will lead to a balanced budget at the end of
the year. . : : : 7

Since it is inevitable that there will often be a wide divergence
etween the projections at the beginning of the year. Congress
sould have to revise the budget throughout the year to keep it in
alance. However, the “revenue limitation” version only requires

\  outlay: seted at he*beginn%g'qf
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mous deficit can occur because of a tax giveaway or other loss of
tax revenue without triggering the amendment.

For example, during the beginning of the administration, the
White House consistently assured the country that the deficits
would be far smaller than those we actually experienced. The
President assured us that the budget could be balanced in a few
years, even with his massive tax cut and military buildup. The re-
sults of these reckless policies are now painfully clear. In January
1981, OMB estimated the deficit for fiscal year 1982 would be $27.5
billion and for fiscal year 1983, $8.0 billion. The actual deficits were
$57.9 billion and $110.6 billion. These huge deficits were largely the
result of revenue shortfalls. The “revenue limitation” version of
the amendment would permit huge deficits from revenue losses,
either from a recession or irresponsible tax cuts.

The “revenue permissive”’ version of the amendment is even
more unrealistic by attempting to require flatly that outlays not
exceed receipts at the end of the year without a three-fifths vote.
Not only will this version lead Congress to try to increase taxes
and cut spending during a recession, it will lead to consistent non-
compliance because of the inability of the Government to plan ac-
curately for fluctuations in revenues and expenditures.

The OMB staff report admits that actual outlays would not be
known until the final days of the fiscal year because of delays in
obtaining complete information. According to the staff  report,
under a $700 billion annual outlay limitation, an overrun of $50
billion would not be realized until 24 days before the end of the

fiscal year. There is no realistic way Congress could decide upon a
$50 billion adjustment that could take effect in 3 weeks. ‘As the
OMB report states: “Under almost all circumstances, no remedial
action could be taken to reduce outlays in the last month.” In fact,
according to the report, the final total of the fiscal year’s outlays
will not be known until after the fiscal year is over the Congress
could not make effective adjustments.

Even small errors in estimating revenues and expenditures will
lead to deficits that are impossible to eliminate in the last days of a
fiscal year. For example, if congressional estimates of the budget
are off by 2%, the deficit resulting from a $1 trillion budget is 520
billion. The balanced budget amendment, particularly the “revenue
permissive” version, can only pretend that congress will be able to

make adjustments of this size in the final days of a fiscal year, to

have an effect on the budget during that year.

The amendment is extremely unclear on how it would be en-
forced. The committee’s report states that the committee has
“chosen consciously not to prohibit judicial review altogether of
‘cases or controversies’ arising in the context of the proposed
amendment . . .” (P. 69). The majority report assumes that the
“political question” doctrine of Baker v. Carr, 369 U.S.. 186 (1962),

and the requirement of a justicable case or controversy (see E.G
Aetna Life Insurance Co. V. Haworth, 300 U.S. 227 (1937)) mea

that private litigation over compliance with the amendment would

be minimized. . it
In fact, however, some have argue:[;i1 there will be massive

tion by organizati d endi
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York City Bar Association commented in regard to th drr
reported in the 97th Congress: g g amendment

The amendment-. . . will involve the judiciary in the
budgetary process extensively in that it seems likely that
there will be a host of lawsuits—annually recurring—chal-
lenging particular expenditures and  appropriations.and
every attempt to raise or lower taxes. G

Judge Bork of the District of Columbia Court of Appeals wrote:

The result of such an amendment would likely be hun-
dreds, 'if not. thousands, of lawsuits aroundthe country,
many of them on inconsistent theories and providing in-
consistent results. By the time the Supreme Court
straightened the whole matter out the budget in question
would be at least four years out of date and lawsuits in-
volving the next three fiscal years would be climbing
toward the Supreme Court. ' '

Proponents of the amendment argue that there will be little liti-
gation concerning the amendment because the standing require-
ments are difficult to meet. But, if no one has standing, who will
enforce the amendment, at all? During committee consideration, I
proposed allowing individual citizens to bring suit to enforce the
amendment, but it was clear that the majority of the committee
did not favor allowing ordinary citizens to enforce it. However, the
absence of any way to enforce the amendment means that Con-
gress could ignore it and the public could do nothing. The public
will soon grow cynical about an amendment passed with a great
f%rllfare of promises that proves to be unworkable and unenforce-
able. : ey : ' ':

Finally, the amendment does not reguire a balanced bud et, Tt
allows a 60% vote by both Houses of angress to avoid. its hagrmful
and I;estnctlve effects: In fact, the answer of many of the amend-
ment’s proponents to the host problems it presents is that Congress
is not bound by it if it achieves these super-majority votes. This ar-
gument is the equivalent of saying: “Don’t worry about the amend-
ment. It will be easy to get around it.” This is not only the weakest
type of argument for tampering with the Constitution in such a
fundamental way, it is wrong. It will not be easy to get around the
amendment.

A minority of either House can insist on compliance with the
amendment, or insist that particular spending or taxing decisions
be made as the price to be paid for the unacceptable risks of a con-
stltptlpnal crisis. Furthermore, the uncertainties of when super-
majority resolutions are necessary and the likely need for periodic
additional resolutions will inevitably raise a host of questions about
the constitutional validity of spending and tax decisions. For exam-
ple, even if Congress by a super-majority vote, enacts a resolution
allowing a particular deficit level, the actual deficit may turn out

> higher. In fact, in times of economic instability it is extremely
, ' ' t ajority resol vill
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resolution, litigation challenging the validity of spending and tax
collection is certain to ensure.

Similarly, if Congress underestimates tax receipts because of eco-
nomic growth and fails to pass a specific resolution called for in
section 2 of the “revenue limitation” form of the amendment; the
limitation of section 2 could easily be violated. If unexpected tax
receipts even marginally exceed the year’s increase in national

income—itself impossible to estimate precisely—the Federal courts

may be faced with taxpayer suits demanding court-ordered refunds
or cancellation of spending programs.

ABSENCE OF PRESIDENTIAL INVOLVEMENT

One of the greatest ironies in the .debate over the ‘balanced
budget amendment is that the greatest proponent of the balanced
budget amendment, President Reagan, is the person most responsi-
ble for huge deficits, This "administration has proposed budgets
with massive deficits from its first days in office. It has never come
close to proposing a balanced budget and it has never recommend-
ed changes to spending or tax policies that would result in one in

the foreseeable future.
The table below shows the deficits estimated by CBO under the

President’s own budget submissions.
' Administration Proposdl-——CBO

Estimate of deficit fiscal year: :
1982 SEECIE EECEE ORISR : o eeT
1983 . : . 137
1984 176
1985 : 180
R N T R 186

Despite the absolutely essential role that the President plays in
keeping the budget in balance, neither version of the amendment
requires any role whatsoever by the chief

.

balanced budget, as indicated by the debate over a similar provi-
sion in the committee during the 98th Congress. However, even

.

this minimal involvement by the President was eliminated by the

committee. Consequently, the present pattern of the President pro
posing reckless budget deficits—followed by the President blam
Congress for them—is allowed to continue. '

During committee consi:
quire that the President submit a balanced budget to the Congres
Nothing would have precluded the President from submitting othe
budget analyses or recommendations, but at the very least
President would have been required to_propose how the bud

could be balanced. This amendment was defeated.
DIVERTING ATTENTION FROM OUR FISCAL CRISIS -

Probably the worst aspect of this.amend
congressional and public attention 1 1

executive. The original

version of S.J. Res. 13 provided that the President should submit a
statement “consistent with”’ the provisions of the amendment. This
cryptic and vague phrase did not obligate the President to submit a

deration. I offered an amendment to re-
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false promise that a simply worded constituti
solve painlessly our impenging fiscal crisig. tional amendment can
The idea that this amendment serves as a substitute for responsi-
ble fiscal policy now is an illusion. The amendment would almost
certainly-not ta}ke effect for three years. Even under the most ex-
treme assumptions. The average time for ratification of amend-
ments to the Constitution is one year and eight months. Further
the amendment would not take effect until the second fiscal year
beginning after its ratification. Consequently, in the unlik‘ely,e‘vent‘
that this amendment is approved by both Houses of Congress by
f(_l):ctg})eﬁ'o}; 1988, 12: gvouldt,n.ot tag‘e effect-until fiscal year:1990. Qur
ise- must be-put 1n order i
lik’Ie‘llly to become effect?ve. o g befare: this amendment ®
here is no possible way to correct:the mistakes of t : ith-
out imposing revisions to the Tax Code, to make it fgi:l ;:F;if) ‘:llctge
loopholes; cutting the President’s ‘massive defensive buildup and

« closely reviewing domestic spending. Yet this President, who holds

out the balanced budget amendment as our solution to i

has never come close to proposing a balanced budget. the yt‘i’e’ﬁm’ts,
~ The hard reality is that the component of the budget that is
pointed to as the place to cut—controllable, non-entitlement, non-
defense spending—is about 15% of expenditures. This'porti’dh' of
the budget could be eliminated entirely and the deficit would not be
ellmlgated. Pretending that a balanced budget amendment, if it
were in effect now, would make this problem go away is the ,WOI‘St

form of self-deception.
CONCLUSION

In short, the balanced budget amendment is a charade. Its r; i-
pal effect is to mislead the public into believing there is a girglpclle
and painless solution to massive deficits. It is a blatant misuse of
the f,_constltutlonal amendment process. The -solution ‘is- for the
resident to be responsible and propose a balanced budget and for
ngress to stop talking out of both side of its'mouth and vote for




MINORITY VIEWS OF MR. SIMON

I support the concept of a constitutional amendment to balance
the budget. I commend Chairman Thurmond ‘and the sponsors of
this bill for bringing the urgent need for controlling Federal defi-
cits to the attention of Congress and the American people. Howev-
er, I cannot support S.J. Res. 13. This attempt at a balanced budget
amendment is not written in the spirit or style of a constltutlonal
amendment.

My primary concern-over this amendment stems from the word-
ing of section 2 which prohibits increasing taxes beyond the growth
in national income for a given year. This has almost nothing to do
with balancing the budget. In fact it. may be a barrier to this proc-
ess. In other amendments to the constitution we have left decisions
regarding implementation to future Congresses. We did not tell
States how to. effect Prohibition, nor did we make a progressive
income tax part of the 16th amendment Drafters of constitutional
amendments have always recognized that political choices must be
determmed by Congress and the political system.

I want an amendment that will balance the budget, but I also
want an amendment that our chﬂdren and grandchildren can live
with. The language of S.J. Res. 13 is not sufficiently flexible to
allow for the changes that future generations will encounter.

This balanced budget amendment would permanently enshrine
in our Constitution a restricted role for government in addressing
the problems -of our society. Whatever our own beliefs about-the
proper role of government, 1t is wrong to:write this into the Consti-
tution.

- There is current popularlty for efforts to reduce the role of gov-
ernment in our society. Given this popularity, people will elect rep-
resentatives. who work to reduce government. But the public-will
not always favored this. In 1964 the electorate overwhelmingly re-
jected a Presidential candidate who promised to implement policies
similar to those that seem popular today.

This amendment would deny to tomorrow’s citizens the power to

choose the size of government they want. It will force the will of

long-departed legisiators on the political majority of tomorrow—on
an issue which should most appropriately be addressed by them
through their elected representatives at that time.

This amendment gives constitutional authority to the current po-

litical fashions and denies future Congresses the right fashion gov-
ernment. This amendment would increase our ability to make one
kind of political choice—cutting taxes (already too easy), while im-

posing new and difficult barriers on another political choice—i
creasing certain government programs.

Section 2 would worsen periods of recession. Normally, govern
ment outlays rise during recessions, due to an increase
for food stamps; unemployment benefi
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other things. The expenditures on these programs protects citizens,
stimulates the economy, and reduces the impact of a business slow-
down. This amendment would make it much more difficult to use
normal anti-recession policies.
If at some future time Congress felt it necessary to increase the
gasoline tax by 10 cents for roads, bridges, and mass transit, under
th1s partlcular amendment we would be forced to reduce expendl-
tures in Social Securlty, education, or other areas of great need.
- We should not tie the hands of future legislators in that way. None
of us knows what the future will bring.

Balancing the budget and ending these unprecedented deficits
‘will be an enormous and difficult task. The right kind of balanced
budget amendment is one necessary step. S.J. Res. 18, however, is
not the answer. Indeed, it could create new mghtmares The much
better answer is S.J. Res. 225 that calls for a balanced budget but
avoids the treacherous quicksand of details that a constitutional
amendment should not contain. I commend my colleagues, Sena-
tors Thurmond, Hatch, and DeConcini for sponsoring the better ap-
proach and I am pleased to be a cosponsor with the three of them.

QOur Constitution is one of the older living public documents in
the world. We have this unprecedented success not because the
framers of that constitution anticipated every modern problem, but
because they realized that such predictions were impossible. The
language of our Constitution is broad and permits changes by each
generation of lawmakers. When we amend the Constitution we
must look for this needed flexibility. S.J. Res. 13 does not do so and
I cannot support it.
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