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Congress Should Pursue a 2019 Budget for Reconciliation

Justin Bogie and Adam N. Michel

Reconciliation is one of the most powerful tools
available to Congress to pass meaningful legis-
lation. Letting a chance to use it slip away would be a
major failure. The Congressional Budget Office esti-
mates the national debt will grow by $13 trillion in
the next decade.! Following the budget process and
passing reconciliation legislation in 2018 is criti-
cal to restoring fiscal sanity. Delaying reforms will
make the nation’s fiscal situation even more dire,
leaving Congress with limited options in the event of
another crisis, creating pressure to either increase
taxes, significantly and suddenly cut spending, or
both. Both could have long-term negative economic
impacts. For the future of our country, it is impera-
tive that Congress pass reconciliation legislation
this year.

Reconciliation allows Congress to expedite con-
sideration of legislation impacting current spending
and revenue levels and those effecting the statutory
debt limit. The budget resolution sets spending, rev-
enue, and debt levels, and then reconciliation bills
are used to “reconcile” the targets in the budget.

These broad goals allow Congress to use reconcil-
iation to implement major legislative changes. Most
recently, Congress leveraged reconciliation for the
first comprehensive tax reform legislation in over 30
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years. It is a particularly powerful tool in the Sen-
ate because reconciliation bills are privileged, and
debate time is limited to 20 hours and not subject
to filibusters.? This allows the Senate to pass recon-
ciliation legislation through a simple majority vote
instead of the normal 60-vote threshold required
to invoke cloture. The original intent of the process
was to ease partisan gridlock and ensure that spend-
ing and tax bills could be passed before the start of
the next fiscal year.?

The Reconciliation Process

Reconciliation takes place in several stages.
First, the House and Senate craft and adopt a bud-
get resolution that include reconciliation instruc-
tions to specific committees so that they can devel-
op legislation that meets a budgetary goal. Next,
the designated committees craft legislation intend-
ed to fulfill those instructions. The legislation is
then grouped into one bill and reported to the full
House or Senate. Once the bill has been assembled
and reported out by the budget committee, the
House and Senate take up their own reconciliation
bill. If differences arise, a conference committee is
formed to resolve them. Finally, the conferenced
bill receives a vote in each chamber and is then sent
to the President to approve or veto.*

In 2017, Congress passed the first major tax-
reform legislation since the 1980s. While the long-
term effects of tax reform should provide a much
needed boost to the nation’s economy, in the short
term, the Congressional Budget Office and the Joint
Committee on Taxation estimate that the act will
reduce federal revenues by up to $1.8 trillion on a
static basis.” Static budget scores provide little use-
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ful information about how tax reform will actual-
ly affect debt levels. Over the long term, tax reform
should lead to a larger economy and higher wages,
which will result in more tax revenue.®

In February, Congress passed the Bipartisan
Budget Act of 2018, which lifted the Budget Control
Act discretionary spending caps for 2018 and 2019,
among other provisions. Estimates indicate that the
budget deal could increase debt by as much as $2 tril-
lion over the next decade.”

A Missed Opportunity

Pursuing tax reform was an important part of
fulfilling the President’s agenda, as well as updating
the tax code with pro-growth changes that were long
overdue. Tax reform should have been followed up
with significant spending cuts and reforms. Instead,
Congress did the opposite by boosting spending. If
Congress does not quickly turn to significant spend-
ing reforms, much of the progress made through
tax reform could quickly be undone or completely
reversed—leaving the country with higher tax rates
and alarger debt than before. Pairing tax and spend-
ing reforms can strengthen the permanency of tax
reform and put the federal budget on a more sus-
tainable path.®

Congress still has an opportunity to implement
spending reforms this year through the reconcilia-
tion process. This would go a long way toward reduc-
ing the newly created spending resulting from the
Bipartisan Budget Act of 2018 and beginning to sta-
bilize unsustainable entitlement programs.

The Major Players
There are any number of both large and small
reforms that Congress could pursue through reconcilia-
tion in the 2019 budget. The three biggest drivers of fed-
eral spending are Social Security, Medicare, and Med-
icaid. While the reconciliation process walls off Social
Security from reforms, Congress can still make signifi-
cant reforms to Medicare and Medicaid through this
process, streamlining health care systems and ensuring
benefits are there for those who truly need them.
President Trump and Congress have also shown
interest in pursuing welfare reform. The current sys-
tem has failed the poor, undermining human well-
being and promoting destructive behaviors—all at an
extreme cost to taxpayers. Congress should utilize
reconciliation to pursue welfare reform this year, such
as by strengthening work requirements and requiring
states to assume a higher share of welfare costs.
Agriculture is another area in which Congress
could pursue reforms through reconciliation. The
last version of the farm bill was passed in 2014, and
Congress could take additional action before the end
of this year. Congress should pursue reforms to the
food stamp programs and the safety net programs
provided to farmers through commodity programs.
One big unfinished item is repealing and replac-
ing the Dodd-Frank Act. Based on a 2017 Congressio-
nal Budget Office analysis of the Financial CHOICE
Act, implementing reforms such as restructuring the
Consumer Financial Protection Bureau (CFPB) and
replacing Dodd-Frank’s Orderly Liquidation Authority
would reduce federal deficits by more than $24 billion.’
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Congress should also use reconciliation to contin-
ue updating the tax code. The Tax Cuts and Jobs Act
of 2017 was a landmark achievement, but much of the
reform is temporary and many pro-growth reforms
were neglected.”” By simply extending the 2017 reform
permanently and making other small changes, Con-
gress could more than double the economic boost
from the Tax Cuts and Jobs Act."! The next phase of
tax reform should also comprehensively repeal target-
ed tax subsides of all types, including “tax extenders”
contained in the Bipartisan Budget Act of 2018. These
corrupt policies distort markets and reduce opportu-
nity for taxpayers without political connections.'?

Conclusion
America’s current debt problem is the result of too
much spending, not too little taxation. Mandatory or
“auto-pilot” spending accounts for two-thirds of the
federal budget. The congressional budget office projects
that by 2039 federal spending on Medicaid, Medicare,
Social Security, and interest on the debt will outpace

all revenues.”® The longer Congress waits to address
reforms to these programs, the more dire the fiscal situ-
ation will become. Congress should use reconciliation
to begin reforming Medicare and Medicaid now, and
take other legislative action to reform Social Security.

When combined with all other mandatoryreforms
featured in Blueprint for Balance,* Heritage experts
estimate that as much as $6 trillion in 10-year sav-
ings could be realized through reconciliation. Even
implementing a fraction of that would be a first step
toward implementing crucial reforms and putting
the budget on a sustainable path.

Passing a budget is one of the fundamental duties
tasked to Congress each year. This year more than
ever, Congress must recommit to fiscal responsibil-
ity and pursue major reforms through reconciliation.

—Justin Bogie is Senior Policy Analyst in Fiscal
Affairs in the Thomas A. Roe Institute for Economic
Policy Studies, of the Institute for Economic Freedom
and Opportunity, at The Heritage Foundation. Adam
N. Michel is Policy Analyst in the Roe Institute.
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