
Congressional Budget Office 

Impact of Permanent Legislation on 
Budgeting and Budget Oversight 

 
Fifth Annual Meeting 

OECD Parliamentary Budget Officials and  
Independent Fiscal Institutions 

Robert A. Sunshine 
Deputy Director 
February 22, 2013 

 



C O N G R E S S I O N A L  B U D G E T  O F F I C E  

Mandatory Spending in the U.S. Budget 
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2012 Spending on Mandatory Programs 
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Long-Term Trends 
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Source: CBO, The 2012 Long-Term Budget Outlook (June 2012). 
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Mechanisms to Control Mandatory 
Spending 
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Types of Budgetary Control 

Spending authority can be: 
 

 Unlimited and permanent (Medicaid, unemployment benefits, 
parts of Medicare) 

 Unlimited until balances in trust funds are exhausted (Social 
Security and part of Medicare) 

 Unlimited for a specific time period (some agriculture income 
support programs) 

 Provided each year and limited—but intended to cover all 
benefits that people will qualify for (Supplemental Nutrition 
Assistance Program) 

 Provided each year and intended to be constraining (Temporary 
Assistance for Needy Families) 
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Statutory Constraints  

Pay-As-You-Go (“PAYGO”) 
 New legislation changing taxes, fees, or mandatory expenditures, taken 

together, must not increase projected deficits. 

 Enforced by automatic across-the-board cuts in selected mandatory 
programs.  

 Cuts are triggered if, in total, legislation enacted during a Congressional 
session fails to meet that objective. 

For Medicare 
 Reduced Indexing: Payment rates for most Medicare services are 

updated each year by a measure of inflation MINUS the 10-year moving 
average of changes in all-factor productivity. 

 Trigger Mechanism: If the rate of growth in spending per beneficiary 
exceeds that of an economic measure, using 5-year averages, program 
rules must be revised to achieve savings to close that gap—through a not-
yet-existing Independent Payment Advisory Board, or if it fails, by the 
Department of Health and Human Services.   
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Legislative Controls 

 Rules Regarding Long-Term Costs 
– A Senate rule prohibits consideration of legislation that would cause a net 

increase in the deficit in excess of $5 billion in any of four 10-year periods: 
2023-2032, 2033-2042, 2043-2052, and 2053-2062; requires CBO cost 
estimate. 

– A House rule prohibits consideration of legislation that would increase 
mandatory spending by more than $5 billion during any 10-year period for 
the 40 years after the traditional 10-year budget window. 
 

 Reconciliation Bills 
– The Congress allows expedited consideration of “reconciliation” legislation 

that would implement instructions in a budget resolution. A Senate rule 
specifies that the reconciliation legislation cannot increase the deficit for a 
fiscal year beyond the "budget window" covered by the measure. 
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Proposals for Triggers 

The Government Accountability Office (GAO) recommends that, 
for mandatory spending programs, “Congress should consider 
incorporating budget triggers that would signal the need for 
action,” or “automatically causing some action to be taken when 
the trigger is exceeded. Once a trigger is tripped, Congress could 
either accept or reject all or a portion of a proposed response to 
the spending growth.” 

 

 
 Source: GAO, Mandatory Spending Using Budget Triggers to Constrain Growth (2006) 
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Proposals for Triggers 

But some experts believe such triggers would either be 
circumvented or ignored.   

– Medicare is funded by a combination of dedicated taxes and 
general funds. If the program’s Trustees, in two consecutive 
reports, project that more than 45% of the program’s spending 
will come from general funds in the current year or any of the 
next six years, the President is required to propose changes 
that would bring that percentage back under 45%. Such 
proposals have rarely been transmitted.   

  

– If Medicare’s cumulative spending on physicians’ services 
exceeds a certain level set by formula, the rates paid to 
physicians are automatically reduced. Those reductions have 
been routinely overridden—but the resulting cost generally had 
to be offset by other savings elsewhere. 
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How the Congress Gets Information 
About Mandatory Spending 
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Social Security Trustees’ Report 
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Financial Report of the Federal Government 
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CBO Report—The 2012 Long-Term Projections for Social 
Security: Additional Information 
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CBO Report—The 2012 Long-Term Budget Outlook  
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Other CBO Reports on Mandatory Programs 


