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Cutting Federal Spending May Be as Easy as A to Z
A History and Analysis of Plans Aimed at ControUing Spending

By Patrick Fleenor A new proposal to cut federal spending, Domestic discretionary spending includes all
Economist. the "A-Z Spending Cuts Plan" is stalled in the spending on domestic programs other than de-
Tax Foundatton U.S. House of Representatives. This bipartisan fense and excludes all entitlement spending

plan, authored by Representatives Rob such as Social Security, Medicare, and Medi-
Andrews (D-N]) and Bill Zeliff (R-NH) and co- caid. Since it is generally considered to be the
sponsored by a majority of members, would most controllable portion of the federal bud-
convene a special House session to consider get, an examination of its recent history can
cuts in federal spending. provide some insight into the climate that has

This measure is the latest in a series of pro- prevailed in Washington over the past three
posals aimed at controlling federal spending decades.
and reducing the deficit. Figute 1 illustrates The outlays presented in Figure 1 are
how difficult this task can be. It graphs one given in 1994 dollars so that comparisons can
component of total federal outlays, domestic be made between the years. The vertical lines
discretionary spending, from 1962 to 1994. on the graph mark the passage of significant

pieces of legislation aimed at controlling fed-
Figure 1 eral spending since 1980.
Federal Domestic Discretionary Spending, 1962-1994 The graph shows that there have been

three significant periods in recent domestic
$250 discretionary spending history. The first lasted

Period One from 1962 to 1980. During this period domes-
tic discretionary spending soared. The second

$200 period lasted from 1981 to 1987 when substan-
tial cuts were made in this type of spending. In
the final period, 1988 to the present, domestic

~ $150 discretionary spending is again growing rapidly.
~ ~ = ~ ~
';;; ~ ~ ~ ~ ~ The Federal Budget

~ $100 ~ c!J c!J ~ ~ Federal spending maybe broken down
ffi into two categories, discretionary and manda-

tory outlays. Spending levels for programs
funded by discretionary outlays are determined

$50 by the annual appropriations process. Each
year this process is supposed to produce 13
appropriations acts which fund a wide variety

$0 of federal endeavors ranging from national
62 64 66 68 70 72 74 76 78 80 82 84 86 88 90 92 94 defense to community development. All

discretionary spending is divided into three
categories: national defense, international,

Source: Tax Foundation; Office of Management and Budget. and domestic.
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Table 1
Federal Budget by Type of Outlay (Billions of 1994 $)

Total Defense International Domestic
GDP Outlays Discretionary Discretionary Discretionary Mandatory Interest

1962 $2,926.5 $557.3 $291.0 $30.2 $91.0 $112.2 $32.8

1963 2,967.1 559.0 285.0 27.5 100.4 109.8 36.2

1964 3,110.6 583.2 286.2 23.1 116.2 119.9 37.8

1965 3,269.9 569.7 261.4 22.9 127.5 119.0 38.8
1966 3,476.2 628.6 291.7 23.7 142.2 129.9 41.1

1967 3,643.2 714.9 344.9 24.4 151.8 150.2 43.5
1968 3,737.9 777.9 376.8 21.4 154.6 179.7 45.3

1969 3,866.3 759.6 360.2 16.9 143.7 189.4 49.4

1970 3,877.3 762.9 335.1 15.4 150.5 208.9 53.0

1971 3,868.7 768.0 301.7 13.6 160.1 240.5 52.1

1972 3,967.5 792.3 280.0 15.2 165.6 280.0 51.6

1973 4,153.6 796.8 252.1 14.9 167.1 307.7 55.0

1974 4,208.5 804.2 239.8 17.8 162.3 321.1 63.3

1975 4,097.S 900.0 236.9 21.0 175.2 404.5 62.4

1976 4,266.3 940.0 226.7 17.9 190.7 438.1 66.6

1977 4,482.8 954.3 225.4 17.8 206.6 435.6 68.9

1978 4,694.6 996.5 225.7 17.8 221.5 455.6 75.9

1979 4,871.1 1,006.7 230.3 17.6 221.2 453.5 84.1

1980 4,807.9 1,071.7 239.() 22.7 228.1 487.0 94.9

1981 4,897.3 1,117.9 252.6 21.5 217.9 513.0 112.8

1982 4,817.8 1,149.2 273.4 19.2 192.0 534.8 129.9

1983 4,880.3 1,188.0 292.9 19.3 187.5 556.6 131.7

1984 5,229.3 1,203.1 308.2 22.3 188.0 528.5 156.1

1985 5,421.0 1,290.2 332.5 22.9 194.7 564.9 175.2

1986 5,596.7 1,310.9 352.1 22.9 192.0 565.2 178.8

1987 5,749.8 1,293.5 359.2 19.2 186.0 552.2 177.0

1988 5,993.2 1,323.3 360.8 19..3 193.2 563.1 186.9

1989 6,178.5 1,362.4 364.1 19.4 197.4 582.0 199.4

1990 6,273.3 1,431.6 347.3 21.3 204.4 650.4 208.1

1991 6,214.2 1,448.0 357.6 21.2 210.2 648.1 210.9

1992 6,286.2 1,460.7 322.7 20.2 225.2 682.9 209.8

1993 6,469.1 1,446.0 301.1 22.2 234.5 684.6 203.7

1994* 6,641.2 1,483.8 280.6 21.8 247.7 730.3 203.4

1995* 6,816.2 1,474.9 263.1 20.3 244.3 740.3 207.0

1996* 6,983.6 1,504.4 246.1 20.2 249.7 776.0 211.8

1997* 7,155.5 1,545.7 235.3 19.7 248.2 827.9 214.6

1998* 7,328.7 1,575.7 228.6 19.0 238.0 872.2 217.9

1999* 7,498.9 1,593.0 222.8 18.5 233.5 898.2 220.0

* Estimates.

Source: Tax Foundation calculations using Office of Management and Budget data. GDP is given for fiscal years.
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Levels of spending for programs funded by grams include federal housing, food, and en-
so-called mandatory outlays are determined by ergy assistance programs. Medicare did not be-
statutes other than appropriations acts. Outlays gin until 1966. Nevertheless the administrative
for Social Security, interest on the federal debt, expenses associated with Medicare, which are
and federal deposit insurance programs are ex- part of domestic discretionary spending, rose
amples of this type of spending. To change 650 percent from 1966 to 1980. Other federal
funding levels for this type of program, the discretionary programs experiencing rapid
program's authorizing statute must be growth from 1962 to 1980 include community
amended. A breakdown of the federal budget by and regional development (584.2 percent), ad-
type of outlay since 1962 is given in Table 1. ministration of justice (236.8 percent), energy

(200 percent), discretionary health (160.9 per-
1962-1980: A Period Of Rapid Domestic cent), veterans benefits & services (117 per-
Discretionary Spending Growth cent), and national resources & environment

Domestic discretionary spending grew rap- (117 percent).
idly from 1962 to 1980. During this period it .
outpaced growth in the overall economy by 1981-1987: An Era of Cuthacks
over two to one. From 1962 to 1980 real (infla- and Restraint

.I tion adjusted) Gross Domestic Product grew by The rapid growth of federal domestic diSc
64.3 percent, from $2.9 to $4.8 trillion, while cretionary spending ended in 1980. The budget
domestic discretionary spending grew 150.6 agreed to for FY 1981, the final year of the
percent, from $91 to $228.1 billion. (All dollar Carter administration, reduced domestic discre-
figures are given in 1994 dollars. GDP compari- tionary spending by $10.2 billion over the pre-
sons use GDP during fiscal years.) vious year. Shortly after he was inaugurated,

Domestic discretionary spending is subdi- President Reagan proposed sweeping reduc-
vided into 14 categories. Figure 2 shows that tions in federal spending. Congress eventually
spending on each of these categories grew dur- agreed to deep, multiyear cuts in domestic
ing this period, often substantially. Federal ex- spending when it passed the Omnibus Budget
penditures for education, training, employment, Reconciliation Act of 1981 (OBRA 81). This
and social service programs grew from $5.1 bil- Act called for $57.8 billion in spending reduc-
lion in 1962 to $44.7 billion in FY 1980, a 770.7 tions in FY 1982 and another $214.8 billion in
percent increase. Similarly, ex}J;enditures on cuts spread out over FY 1982-84.
federal income security programs rose from Concern over the mounting federal deficit
$2.6 billion in 1962 to $19.8 billion in FY 1980, was the primary issue during the budget
a 660 percent increase. Income security pro- debates of the early 1980s. This climate

Figure 2
Growth of Domestic Discretionary Spending by Category, 1962-1980
Real Percentage Change

Total Domestic Discretionary
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Figure 3
Growth of Domestic Discretionary Spending by Category, 1981-1987
Real Percentage Change
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Source: Tax Foundation; Office of Management and Budget.

eventually led to passage of tne Balanced Budget tic discretionary spending in FY 1986 was $2.7
and Emergency Deficit Control Act of 1985. This billion lower than FY 1985. Formulation of the
act, also known as Gramm-Rudman-Hollings FY 1987 budget was greatly influenced by the
(GRH), attempted to eliminate the deficit by FY existence of GRH and for the second year in a
1991. To this end it prescribed a set of deficit re- row domestic discretionary spending was
duction targets for FY 1986-1991. If these tar- reduced as compared to the prior year. The 1987
gets were not met, the act called for sweeping, rewrite of the legislation, however, lessened
across-the-board spending cuts known as seques- the statute's influence on the budget process.
trations. The deficit reduction targets were later This was compounded by the fact that Congress
relaxed in a 1987 rewrite of the legislation. The and the administration quickly became adept at
new targets aimed at balancing the budget by circumventing the act's provisions using account-
FY 1993. ing gimmicks.

Passage of OBRA 81 and the climate which By 1987 domestic discrt:tionary spending had
prevailed during the budget debates of the early dropped 18.5 percent from its peak of $228.1
1980s helped to reduce and control domestic billion in 1980. Figure 3 illustrates that reductions
discretionary spending during this period. As varied by spending category. Funding for federal
Figure 1 illustrates, OBRA 81 succeeded in re- commerce and housing credit programs fell by
ducing this type of spending markedly. Domes- 66.7 percent during this period while expendi-
tic discretionary spending fell from $217.9 bil- tures on community and regional development
lion in FY 1981 to $192 billion in FY 1982. It fell fell by 57.7 percent. Funding for federal educa-
again slightly in FY 1983 to $187.5. In FY 1984 tion, training, employment, and social service
and FY 1985 domestic discretionary spending programs fell by the largest dollar amount. In
rose somewhat to $188 and $194.7 billion, re- FY 1980 federal spending on such programs to-
spectively. taled $44.7 billion. By FY 1987 this figure had

The success of GRH at reducing domestic fallen to $28.8 billion, a 35.6 percent decline.
discretionary spending is mixed. It led to a se- Several categories of federal spending, however,
questration of spending on March 1, 1986, grew during this period, such as funding for fed-
amounting to a $15.5 billion cut from ~he FY eral income security programs and the administra-
1986 budget. Partially as a result of GRH, domes- tive expenses associated with Medicare.
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1988-Present: Domestic Discretionary penditures for both of these categories will
Spending Growing Rapidly Again grow by 67 percent. Expenditures for discre-

Since 1987 domestic discretionary spend- tion~ry health. programs will se~ the .next larg-
ing has risen rapidly, once again outpacing the est ns~, growmg 55 percent. DIscretionary
growth of the overall economy by over two to spendmg for federal energy programs, on the
one. This rapid rise occurred during the same othe~ han~, remaine? consta.nt and spending
period that two significant pieces of budget o~ dISCr~tlOnary SOCIal secunty programs de-
legislation, ostensively aimed at controlling citned sitghtly.
federal spending and reducing the deficit,
were passed. Does the A-Z Spending Cuts Plan Hold the

In 1990 President Bush abandoned his "no Promise of Real Spending Reductions?
new taxes" pledge and agreed to tax increases As the above discussion makes clear, the
in exchange for the Omnibus Budget and Rec- record of the various proposals aimed at con-
onciliation Act of 1990 and several companion trolling federal spending and reducing the defi-
measures. This budget package placed limits cit since 1980 is mixed. The period from 1980
on the growth of domestic discretionary to 1987 demonstrates that cutting federal
spending for FY 1991-1995. To ensure that spending is possible. The experience since
these caps held, the budget package included 1987, however, shows that without constant
the Budget Enforcement Act (BEA), which vigilance it is easy for spending to rise rapidly.
placed ceilings for FY 1991-1993 on each of Despite public demands for reductions in
the three types of discretionary spending. For federal spending, the politics of Washington
fiscal years 1994 and 1995, ceilings apply to to- make even the slightest cut very difficult. Last
tal discretionary spending, allowing funds to year Representatives Tim Penny (D-Minn.) and
be moved from one category to another. The John Kasich (R-Ohio) put forward a package of
BEA enforced all spending caps with a seques- spending cuts which would have reduced fed-
tration mechanism. eral spending by just 1 percent. This plan was

In 1993 President Clinton agreed to an- rejected in the House by a vote of219 to 213.
other multiyear budget package similar to the The "A-Z Spending Cuts Plan" is another
1990 deal. Like its predecessor, this package measure aimed at reducing federal spending.
raised taxes and included limits on the growth Unlike GRH or the various budget acts passed
of discretionary spending for later years. This since 1980, the plan does not simply limit fed-
package also extended until FY 1998 the BEA eral spending. Nor is it a package of specific
enforcement mechanism. spending cuts like Penny-Kasich. Rather, the

In 1994 total domestic discretionary measure would be a one-time alteration of the
spending is expected to be $247.7 billion, up process by which spending cuts are consid-
33.2 percent from 1987. During this time the ered. Currently any proposal to cut spending
nation's GDP is projected to have grown by must work its way through the congressional
15.5 percent. This rapid rise in domestic dis- committee system. This system, and restrictive
cretionary spending occurred despite the sup- rules of the House, tend to confer a dispropor-
posed spending limits included in the 1990 tionate amount of power over the spending de-
and 1993 budget acts. One of the justifications cisions on committee chairmen and other
for passage of OBRA 90 was that GRH was in- members of the leadership. As Rep. Andrews,
effective at controlling federal spending. Yet one of the measure's authors, has stated in the
as Figure 1 illustrates, domestic discretionary Wall Street journal, "The arcane rules of Con-
spending grew more rapidly between FY 1991 gress pennit about 25 key members to spend
and FY 1994 than at anytime since the late about 25 percent of the nation's gross domes-
1970s. Similarly, while OBRA 93 supposedly tic product."
contains more stringent spending controls One result of this situation is the continual
than its predecessor, domestic discretionary funding of programs that are either no longer
spending is expected to rise 5.6 percent dur- necessary or which would likely be better per-
ing FY 1994. This increase, over twice the ex- formed by the private sector. For example, the
pected growth rate of the economy as a helium reserve was established in 1925 to pro-
whole, is the second highest since FY 1978. vide lighter-than-air gas for blimps, a primary

Figure 4 shows that almost every category source of U.S. airpower at the time. Today, in
of domestic discretionary spending is ex- an era of high performance jets, the program
pected to grow during this period. Federal ex- lives on. Similarly, the U.S. Department of Agri-
penditures for programs in the administration culture conducts research into the commercial
of justice and agriculture categories are ex- potential of various agriculture products. Many
pected to see the largest rates of growth. Ex- economists feel that it is best for entities di-
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Figure 3
Growth of Domestic Discretionary Spending by Category, 1988-1994
Real Percentage Change
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Source: Tax Foundation; Office of Management and Budget.

rectly involved in commerce-"-private compa- bill adjusts downward the discretionary spend-
rues-to perform this type of research. ing caps for FY 1994 by an amount equal to

The A-Z Spending Cuts proposal attempts funds rescinded for this year. Discretionary
to change the politics of the federal spending spending limits for FY 1995 -1998 will be re-
process by creating a special House session duced by an amount equal to funds rescinded

SPECIAL REPORT during which proposals to cut spending would in 1994 plus any additional savings which re-
(ISbSNlih10d68-0~06) is10 i be considered by all members. It is hoped that sult from changes in authorizing legislation.pu seat .east t mes h . ill d I d Th d. f d" dinyearly by the Tax suc a seSSion w pro uce ong over ue cuts e a Justment 0 lscretlonary spen g

Foundation, an independent in federal spending which have been stymied caps is a very promising feature of the plan.
501 (c) (3) organization by the committee system. The measure con- One of the major shortcomings of the 1990
chartered in the District of . . d b d d h ..Columbia. SlStS of a House rule and bill. The rule, H. Res. an 1993 u get eals was t elr failure to

407, would create the special session. The bill, prevent spending cuts from being "recycled,"
4-12 pp. H.R. 3266, is the vehicle for cutting spending. or channeled into other programs. Since 1989
Annual subscription: $25.00 House Resolution 407 would create a defense spending has dropped byapproxi-
Individual issues $5.

special 58 hour session of Congress. Two mately 19 percent. Much of the growth that has
The Tax Foundation, a hours of general debate would be allowed on occurred in domestic discretionary spending dur-
nonprofit, nonpar~isan the bill itself, split evenly between its propo- ing this period has been funded with this
research and publIc d D . th . . "."

education organization, has nents an opponents. unng e remallllng savmgs.

monitored tax and fiscal 56 hours, members could propose reductions The House leadership opposes the A-Z
activities at all levels of in spending for any program, mandatory or plan, arguing that it does not give members
government since 1937. discretionary. Proposals could include amend- enough time to carefully consider spending

@1994 Tax Foundation ments to authorizing statutes. Debate would cuts. The leadership also opposes the prohibi-
be limited to one hour per proposal. Each tions on "recycling" spending cuts. The mea-

Editor and Communications proposal would then be subject to a vote. sure is currently bottled up in the House Rules
Director P al . . .. f uld C . . . . h . .Stephen Gold ropos S recelvmg a maJonty 0 votes wo omtnlttee awaltmg elt er comtnlttee action

be added as amendments to H.R. 3266. A fmal or for 218 members to sign Discharge Petition
Tax Foundation vote would then be taken on the entire bill. No. 16 which would force the measure out of
~~~~ ~5~treet, NW Several provisions in the bill attempt to the committee and onto the House floor for a

Washington, DC 20005 ensure that real reductions are made in federal vote. As of July 6 the discharge petition had
(202) 783-2760 spending should H.R. 3266 become law. The 204 signatories.


