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KEY TAKEAWAYS

Democrats are attempting to use a series
of legislative tools to implement drastic
changes to the role of the federal govern-
ment in every aspect of Americans’ lives.

Congress should reject the reckless Build
Back Better tax and spending spree that
would give bureaucrats unprecedented
power over Americans.

Congress must ensure that further
increases of the debt limit are not blank
check suspensions and are paired with
reforms to achieve fiscal responsibly.

ny given fiscal year may contain congressional

consideration of a budget, reconciliation bill,

debt limit increase, and appropriations mea-
sures, but it is rare to have Congress consider all of
these in overlapping fashion in a short period of time.
The goal of this report is to clearly outline what each
of these items are, how they function, and how they
are being used in the current congressional debates
over the future of federal fiscal policy. This Issue Brief
is meant to serve as a guide to congressional staff and
the American public to help them navigate these
events and to ensure that Congress remains account-
able to the people whose lives and livelihoods could
be impacted.

This paper, in its entirety, can be found at http://report.heritage.org/ib5234
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Budget Resolution

When Congress follows regular order, it first considers a budget resolu-
tion for the following fiscal year (FY) by April 15.! Congress then considers
appropriations legislation during the summer that would implement the
discretionary spending levels in the budget resolution. Changes to man-
datory spending and revenues can be made on an expedited basis through
the reconciliation process.” This allows for both the budgetary framework
and the implementing legislation to have been enacted prior to the start of
the next fiscal year (October 1).

However, Congress has seldom followed this process over the past decade.
For example, the FY 2021 budget resolution was agreed to in both houses
of Congress in February 2021, more than four months after the fiscal year
had already begun.? This delay occurred in order to give Congress access
to the reconciliation instructions (discussed below), which were used to
pass the $1.9 trillion American Rescue Plan.* Similarly, the FY 2022 budget
resolution was agreed to in late August 2021 after House consideration of
FY 2022 appropriations bills.® Here, too, this budget resolution was com-
pleted in order to gain access to the reconciliation instructions now being
used for the $3.5 trillion tax and spending increase bill being assembled
in the House.¢

Budget Reconciliation Instructions

The reconciliation process was intended to provide expedited consid-
eration for legislation that would bring the current fiscal trajectory in line
with the framework established in the budget resolution—to reconcile the
two paths. These instructions, which are included in a budget resolution,
give specific authorizing committees instructions to make changes to rev-
enues or mandatory outlays.”

Typically, as is the case with the FY 2022 budget resolution, the instruc-
tions are limits on each committee’s fiscal impact. Often, these limits will
be ceilings on allowable deficit increases or floors for deficit reduction.

For example, the FY 2022 budget resolution would allow the Senate
Agriculture Committee to increase the deficit by up to $135 billion and
would allow the Senate Finance Committee (the Senate committee with
jurisdiction over taxation) to decrease the deficit by at least $1 billion.® The
reconciliation instructions to the Senate Finance Committee—and identical
instructions to the House Ways and Means Committee—would provide both
with unchecked ability to increase taxes.



ISSUE BRIEF | No. 5234 NOVEMBER1,2021| 3
heritage.org

TABLE 1

Summary of Reconciliation Instructions Adding to the Deficit

IN BILLIONS OF U.S. DOLLARS

Senate House of Representatives
Agriculture $135.00 Agriculture $89.10
Banking, Housing, and $332.00 Education and Labor $779.50
Urban Affairs Energy and Commerce $486.50
Commerce, Sgence, and $83.08 Financial Services $339.00
Transportation
Energy and Natural $198.00 Homeland Security $0.50
Resources Judiciary $107.50
Environment and Public $67.26 Natural Resources $25.60
Works Oversight and Reform $7.50
Health, EdL_Jcatlon, Labor, $726.38 Science, Space, and $45.51
and Pensions
_ Technology
Homeland Security $37.00 Small Business $17.50
Indian Affairs $20.50 Transportation and $60.00
Judiciary $107.50 Infrastructure
Small Business $25.00 Veterans' Affairs $18.00
Veterans' Affairs $18.00
Total $1,749.7 Total $1,976.2

SOURCE: U.S. Senate Committee on the Budget, “Senate Budget Chairman Sanders and Majority Leader
Schumer Introduce Historic Budget Resolution,” https;//www.budget.senate.gov/chairman/newsroom/press/
news-senate-budget-chairman-sanders-and-majority-leader-schumer-introduce-historic-budget-resolution
(accessed October 19, 2021).
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Each authorizing committee with instructions would then send its
legislative package to its chamber’s budget committee. The budget
committees then assemble all of the packages into a complete recon-
ciliation bill. Each chamber’s bill is allowed to pass the Senate with
a simple majority and bypass the filibuster. As such, the reconcilia-
tion procedure has given rise to the current trend of Congress passing

“shell budgets” that are created only to gain access to the reconciliation
instructions.

However, for such a bill to remain compliant with Senate rules and
bypass the filibuster, it must meet certain requirements contained in the
Byrd Rule,’ among which are prohibitions on legislative items that have no
budgetary effect or only an incidental effect.!®
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While some Members have attempted to include controversial changes
toimmigration or minimum wage laws in reconciliation bills, these changes
would violate the Byrd Rule."

End of the Fiscal Year (September 30)

With the end of the federal fiscal year on September 30, discretionary
funding (funding provided by an appropriations bill) for the U.S. fed-
eral government lapses unless new appropriations are enacted. Unlike
reconciliation legislation, appropriations bills are subject to a 60-vote
threshold in the Senate. Because of disagreements over spending levels
and policy, the 12 regular appropriations bills are often not enacted
before the start of the new fiscal year, which usually results in one or
more continuing resolutions (CRs) that extend current spending levels
for some additional time.

CRs can, and usually do, contain anomalies that go beyond simply
extending the time frame of currently enacted budget authority levels."
For example, most of the 94-page CR text originally introduced in the House
on September 21, 2021," contained deviations from the exact text of the
current law appropriations bills, as well as new emergency funding.

Though regular order envisions each of the 12 appropriations bills being
considered and enacted separately, they are often rolled into one singular
appropriations package, called an “omnibus,” or into groups of two or more
appropriations bills, referred to as “minibuses.”

The currently enacted CR extends funding levels through December 3,
2021, requiring Congress to continue consideration of spending bills for
the remainder of FY 2022.

Debt Limit

Congress will likely consider legislation related to the debt limit between
now and the end of the calendar year. Though a debt-limit increase is
commonly discussed, the debt limit has not been increased by a specific
dollar amount since 2013, with one exception—the temporary $480 billion
increase just enacted. Previously, Congress had voted to suspend the debt
limit on eight separate occasions since 2013."* During a period of suspension,
Congress can add an unlimited amount to the national debt until a certain
date, at which point the debt limit will be set at whatever level is necessary
to accommodate the increase of the federal debt that occurred during the
suspension.’



ISSUE BRIEF | No. 5234 NOVEMBER 1,2021| 5
heritage.org

The Treasury Department is able to engage in so-called extraordinary
measures to delay the need to increase the debt limit while maintaining
current annualized deficit levels.’® These measures are broad and some-
what undefined in scope. However, they notably include the prevention of
the transfer of funds to certain federal trust funds and the withholding of
issuance of non-marketable bonds or debt-servicing payments to certain
federal trust funds."” Prior to the recent $480 billion increase in the debt
limit, these measures were expected to be exhausted by about the middle of
October.!® Treasury gave a final estimate of October 18, 2021, as the exhaus-
tion date.” Once the debt limit is raised, Treasury will then make good on
the unconventional actions taken as “extraordinary measures.” This also
sets Treasury up to be able to engage in such measures again once the debt
limit has been reached in the future.

Typically, reaching the debt limit has forced policymakers to address
overspending. It led to the compromise that brought the Budget Control
Act into law.?° However, Congress has used the reconciliation process
four times to increase the debt limit by specific dollar amounts.?! These
were each done through instructions placed into their respective budget
resolutions and did not include suspensions of the debt limit. There is no
firm precedent on whether Congress can suspend the debt limit in a recon-
ciliation bill or alter it in a reconciliation bill without specific instructions
regarding the matter.

The recently enacted $480 billion increase in the debt limit was intended
to defer the issue of raising the debt limit until early or mid-December. (This
includes both increased borrowing up to the new cap and the expected use
of extraordinary measures.*?) This date would likely match the current CR’s
expiration date of December 3, 2021.

Recommendations

As Congress continues to navigate these fiscal events during the
fall, it should:

¢ Reject the Build Back Better reckless and burdensome tax and
spending spree;

¢ Preserve vital discretionary spending provisions, such as pro-life
protections, and reject efforts to irresponsibly increase non-defense
discretionary spending;* and
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¢ Reject any blank check suspension of the debt limit and ensure that
further increases of the debt limit are paired with reforms to achieve
a spending trajectory toward balance and a cap on federal levels
of taxation.**

Conclusion

The procedures and processes outlined in this report were intended to
provide for responsible and transparent congressional fiscal policy through-
out a given fiscal year. They were not, as is now the case, intended to create
a several-month-long period of confusion and opaque congressional action.

Richard Stern is a Senior Policy Analyst in the Grover M. Hermann Center for the Federal
Budget, of the Institute for Economic Freedom, at The Heritage Foundation.
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