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Abstract
The Congressional Budget Act of 1974 represented a bipartisan effort to contain unsustainable

spending and restore fiscal discipline. Yet an examination of one aspect of the congressional budget
process will demonstrate that it has all too often failed to contain the accumulation of government
debt and impose fiscal discipline. This article will argue that contrary to its intended design, the
congressional budget process does not force a fundamental reevaluation of federal commitments
during times of budgetary crisis. It will demonstrate the ways in which the budget process allows
senators of both political parties to avoid balancing the obligations of the federal government
with the resources it commands when making politically difficult decisions. In its examination of
the congressional budget process, this article will highlight the potential role political scientists
can play in formulating procedures that can meet the future challenges presented by persistent
budgetary deficits.
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The United States has entered a new period in which sustained budget 
deficits that total more in absolute terms than any experienced in history and that 
are only surpassed in terms of a percentage of Gross Domestic Product (GDP) by 
the deficits incurred during World War II have become a fact of modern 
American politics.1 Yet unlike the temporary deficits that resulted from 
emergency efforts to win the war, the deficits of the late twentieth and early 
twenty-first century have persisted year after year and reflect decisions made by 
Congress regarding the regular operation of government.  

The period beginning in the early 1970s, when the modern budget process 
was first implemented, and ending in 1997, when Congress balanced the budget, 
represents the longest period of consecutive deficits on record. Nevertheless, the 
period beginning in 2002, when deficits returned after four years of surpluses, 
appears on track to surpass its predecessor.2 Moreover, deficits that far exceed 
those accumulated over the last 25 years are projected to continue well into the 
future. Such forecasts have led scholars to label the current period the “Age of 
Deficits.”3 
 Such deficits did not always appear inevitable. The Congressional Budget 
Act of 1974 represented a bipartisan effort to contain unsustainable spending and 
restore fiscal discipline to the congressional budget process. Yet persistent deficits 
in the years following 1974 clearly demonstrate that the modern budget process 
has failed to impose this fiscal discipline on Congress. Contrary to its stated 
purpose, the congressional budget process does not force a fundamental 
reevaluation of federal commitments during times of budgetary crisis. Instead of 
placing the government’s finances on a sustainable path, the budget process 

                                                 
1 In current dollars, the highest war-time deficit was $54.6 billion (30.3% of GDP). The total 
amount of deficit spending from 1941 to 1945 was $175.2 billion. Deficits as a percentage of GDP 
during this period ranged from 4.3% in 1941 to 30.3% in 1943 and 21.5% in 1945. In contrast, the 
deficit in 2009 was $1.4 trillion (9.9% of GDP). The total amount of deficit spending from 2005 to 
2009 was $2.598 trillion. Deficits as a percentage of GDP during this period ranged from 2.6% in 
2005 to 9.9% in 2009. 
2 In 1997, the government ran a deficit of $21.8 billion. Congress balanced the budget and ran a 
surplus from 1998 to 2001. Surplus amounts included:  $69.3 billion in 1998; $125.6 billion in 
1999; $236.2 billion in 2000; $128.2 billion in 2001. In 2002, the government ran a $157.8 billion 
deficit. The Congressional Budget Office currently projects that the cumulative deficits over the 
period beginning in 2011 and ending in 2020 will total $6.246 trillion. Congressional Budget 
Office, “The Budget and Economic Outlook: An Update,” (August 2010). Available on-line at 
http://www.cbo.gov/ftpdocs/117xx/doc11705/2010_08_19_SummaryforWeb.pdf. [27 October 
2010]. 
3 See: Iwan W. Morgan, Deficit Government: Taxing and Spending in Modern America (Chicago: 
Ivan R. Dee, 1995); Iwan Morgan, The Age of Deficits: Presidents and Unbalanced Budgets from 
Jimmy Carter to George W. Bush (Lawrence, Kansas: University Press of Kansas, 2009). 
Specifically, Morgan dates the beginning of the Age of Deficits to the early 1980s and the 
“mushrooming of the gap between outlays and revenues.” Morgan, The Age of Deficits, 2. 
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established in 1974 actually facilitates deficit spending and the accumulation of 
ever increasing debt.  
 This article will demonstrate one critical way in which the budget process 
allows members of Congress in both political parties to avoid balancing the 
obligations of the federal government with the resources it commands when 
making politically difficult decisions, analyzing the budget process from the 
perspective of Congress in general and the Senate specifically. Such an approach 
offers several advantages. First, Congress possesses ultimate authority over the 
federal budget, pursuant to Article I, Section 8, of the Constitution. While the 
president exercises considerable influence over the budget, courtesy of the Budget 
and Accounting Act of 1921, Congress alone has the responsibility to make 
decisions regarding expenditures, revenues, and debt.4 Second, unlike other policy 
areas in which it may defer to presidential leadership, Congress has historically 
exercised considerable conscious discretion over federal budgetary decisions.  
 Focusing only on the Senate allows for a more in-depth understanding of 
the manner in which the budget process facilitates deficit spending. Individual 
senators possess considerable parliamentary powers and the institution’s bias 
towards the protection of individual rights places a greater emphasis on the 
chamber’s rules. As a result, individual senators have more leverage with which 
to impose fiscal discipline on the federal budget. In contrast, the majority party in 
the House of Representatives, acting through the Rules Committee, can ignore 
procedural constraints imposed by the budget process. As a result, efforts to 
enforce the budget in the Senate have important implications for what is possible 
in the House, and ultimately for the size of the federal deficit and debt. 
 

The Budget as a Political Problem 
 
The budget is a political document. It represents the priorities and governing 
agenda of the majority party in Congress. If one is proposed, a minority party’s 
budget represents its critique of the policies advocated by the majority. As a 
result, the budget process is central to congressional decision-making. The 
question of conflict resolution is central to any serious study of congressional 
decision-making precisely because the ability of Congress to pass legislation is 
directly related to its ability to resolve conflict between its members.  

Given the controversy surrounding contemporary budgetary politics, it is 
hard to imagine a policy area that generates a comparable degree of conflict. Yet 

                                                 
4 The Budget and Accounting Act of 1921 (Public Law 67-13) sought to consolidate the federal 
budget process under the leadership of the president. Among its provisions, the law instituted the 
current practice of the president submitting an annual budget to Congress. It also created the 
Bureau of the Budget (later the Office of Management and Budget) and charged it with overseeing 
the development and implementation of the budget. 
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Congress regularly manages to resolve conflict between its members over 
budgetary issues and pass legislation, all the while adding to the nation’s deficit 
and debt. As such, an examination of how Congress successfully resolves conflict 
in the budget process provides an understanding of the ways in which it obscures 
the overall cost of the legislation it passes and avoids confronting the ever-
increasing challenge presented by persistent deficits. 

Just as the budget is a political document, deficit spending is a political 
problem. To put it another way, the annual deficits of the last three decades have 
been “structural” rather than “cyclical.” Cyclical deficits are the result of 
economic downturns. As the economy slows, tax receipts decrease and the 
government is forced to deficit-spend in order to fund its regular operations. In 
contrast, structural deficits result from regular decisions made by Congress 
regarding specific levels of government spending and revenue in times of 
economic prosperity. The government runs a structural deficit when Congress 
decides to spend more money than it receives in the form of taxes or other 
receipts.  

The bad news is that Congress has chosen to run structural deficits for 33 
of the last 36 years. The good news is that these deficits represent a political, 
rather than an economic, problem, so that Congress is quite abstractly capable of 
finding a solution. Indeed, Congress did just that for four years from 1998 to 
2001. During this period, Congress successfully balanced the budget and 
transformed regular deficits into recurring surpluses. Put simply, deficits are not 
inevitable; they can be stopped.5 
 Yet the fact remains that Congress has chosen not to make balanced 
budgets a priority for much of the last three decades. The return of deficit 
spending in 2002 and the growing regularity of trillion dollar deficits in the years 
after 2008 are particularly perplexing given the apparent bipartisan support of 
members of Congress for reducing the deficit and imposing some degree of fiscal 
discipline on the federal government. Moreover, public opinion has been 
decidedly against deficit spending in recent years. 67% of the American people 
support balancing the budget, even in times of war and recession according to one 
poll conducted before the current outcry against fiscal irresponsibility.6 According 
to a more recent survey conducted jointly by the Henry J. Kaiser Family 
Foundation, Harvard University, and the Washington Post, 60% of respondents 
                                                 
5 Morgan, Age of Deficits, 1-2. For an in-depth examination of how Congress balanced the budget 
in the late 1990s, see: John L. Hilley, The Challenge of Legislation: Bipartisanship in a Partisan 
World (Washington, D.C.: Brookings Institution Press, 2008). 
6 CNN/Opinion Research Cooperation Poll, conducted November 2009. The precise wording of 
the poll is as follows: “Which of the following comes closer to your view of the budget deficit- the 
government should run a deficit if necessary when the country is in a recession and is at war, or 
the government should balance the budget even when the country is in a recession and is at war.” 
Results were as follows: 30% “Run a Deficit;” 67% “Balance the Budget;” 4% “No Opinion.” 
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said that passing a constitutional amendment that requires a balanced budget 
would make the government work better. Only 12% of those surveyed responded 
that a balanced budget requirement would make the government work worse.7  

What enables Congress regularly to pass costly legislation that contributes 
to significant deficits and debt despite the opposition of a considerable number of 
its members and the American people? How do members of Congress get away 
with saying one thing and doing another? The reality is that the way Congress 
regularly does business seeks to underestimate the annual deficits this country 
runs year after year through gimmicks and obfuscations. As a consequence, the 
true costs of the decisions made by Congress are often hidden from public view.  

While there are countless ways Congress can manipulate the budget 
process to reduce artificially the cost of the legislation it passes and summon the 
political will to deficit-spend, one general method stands out by virtue of its 
regular utilization and the impact it has on the size of the deficit and total amount 
of debt. Unified budget accounting has been regularly used in the years since the 
modern budget process was established in the early 1970s to facilitate deficit 
spending. It alone allows conflict over the federal budget to be resolved in a 
manner that adds significantly to the annual deficit and ultimately the debt of the 
United States. 

 
Unified Budget Accounting 

 
The unified budget represents the broadest measure of government receipts and 
outlays. The difference between receipts (or revenue) and outlays (or spending) 
represents the annual deficit or surplus.8 According to the President’s Fiscal Year 
2011 budget proposal, the 
 

…unified budget includes receipts from all sources and outlays for all 
programs of the Federal Government, including both on- and off-budget 
programs. It is the most comprehensive measure of the Government’s 
annual revenues.9 

                                                 
7 Henry J. Kaiser Foundation, Harvard University, and the Washington Post Poll, conducted 
October 2010. The precise wording of the poll is as follows: “For each of the following changes, 
please tell me whether it would make the government in Washington work better, worse, or would 
not make a difference either way. How about…passing a Constitutional amendment that requires a 
balanced budget, would that make the government work better, worse, or would it not make a 
difference either way?” Results were as follows: 60% “Better;” 12% “Worse;” 25% “No 
Difference;” 3% “No Opinion.” 
8 Alan Schick, The Federal Budget: Politics, Policy, Process, 3rd ed. (Washington D.C.: Brookings 
Institution Press, 2007), 46-47. 
9 Office of Management and Budget, Analytical Perspectives: Budget of the U.S. Government, 
Fiscal Year 2011 (Washington D.C.), 135. Available on-line at http://www.whitehouse.gov/ 
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For purposes of the task at hand, it is important to note that the unified budget 
includes federal trust funds, such as the Social Security and the Medicare trust 
funds.10 These funds are specifically designated by law, and receipts are 
earmarked for a specific purpose. For example, certain federal payroll taxes are 
levied specifically for the purposes of paying Social Security benefits, and 
revenue raised by these taxes is first deposited directly into the Social Security 
trust funds.11  

Within this context, unified budget accounting essentially allows Congress 
to “double count” money deposited in several federal trust funds so as to reduce 
artificially the size of the annual deficit. Certain monies raised by the federal 
government are designated for particular programs and are deposited into 
government trust funds specifically created by law to carry out these programs. 
However, most of these programs have historically spent less money than they 
take in, thereby resulting in a surplus balance. This surplus is deposited into the 
General Fund of the U.S. Treasury and trust funds are given government bonds, or 
IOUs, in return.12 These government bonds will be redeemed when the trust fund 
needs the money to pay program benefits in the future.  

Yet as soon as surplus revenues are deposited into the General Fund, they 
are spent on other government programs. As a result, General Fund monies will 
be used to pay these future claims when they arise. However, the General Fund 
will have insufficient resources to pay these claims if the government is running 
an annual deficit. As a result, any need by these trust funds to redeem their IOUs 
will, in effect, transfer intra-governmental debt to public debt and increase the 
                                                                                                                                     
omb/budget/Analytical_Perspectives/. [27 October 2010]; The federal budget includes “on-
budget” and “off-budget” totals. Outlays and receipts for the Social Security trust funds and the 
Postal Service fund are required by law to be excluded from the overall budget totals. “On-budget” 
totals include the entire federal budget with the exception of the Social Security trust funds and the 
Postal Service fund. “Off-budget” totals include Social Security and the Postal Service. Under 
unified budget accounting, “the on-budget and off-budget amounts are added together to derive the 
totals for the Federal Government.” OMB, Analytical Perspectives, 119. 
10 There are other trust funds in the federal budget. However, the Social Security and Medicare 
trust funds are by far the largest. The Social Security trust funds have been “off-budget” since 
1986. The Medicare trust fund is “on-budget.” The Medicare Trust Fund only covers Part A, or 
hospital reimbursements. 
11 OMB, Analytical Perspectives, 135. Revenue raised by the payroll tax for Social Security is not 
deposited directly in to the General Fund of the Treasury and general funds are not technically 
used to fund Social Security. 
12 These “IOUs” are technically referred to as “non-marketable government securities.” Only the 
government can redeem these securities. They cannot be purchased and traded on the secondary 
market. The General Fund is defined as “the major federally owned fund which is credited with 
Government receipts not earmarked by law, and is charged with expenditures payable from such 
revenues and from general borrowing.” Report of the President’s Commission on Budget Concepts 
(Washington, D.C.: U.S. Government Printing Office, 1967), 98. 
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deficit.13 As such, unified budget accounting allows Congress to use revenue 
technically deposited in federal trust funds as offsets for new spending programs, 
enabling it to stay within its budget and keep deficits artificially low in the short-
term while increasing debt and deficits in the long-term. 

 
1967 Commission on Budget Concepts 

 
Unified budget accounting was first proposed by President Lyndon Johnson’s 
Commission on Budget Concepts in its 1967 report. The Commission’s 
assignment was to “recommend an approach to budgetary presentation which will 
advance both public and congressional understanding” of the budget.14 While the 
Commission made several recommendations on ways to improve the budget 
process, the adoption of a unified budget was the only proposal that received 
unanimous support. According to the Commission’s report, “the Commission 
recommends- and this is its most significant recommendation- that a unified 
budget concept…be adopted.”15  

At the time, no one concept was used to account for the entire federal 
budget. Instead, three budget concepts were utilized to document the various 
activities of the government: an administrative budget; a consolidated cash 
budget; and a national income accounts budget. The use of these competing 
budgetary concepts was defended on the grounds that different accounting 
methods were needed to illustrate accurately the many different functions of the 
federal government.16 Yet the Commission agreed that “…different and 
                                                 
13 The total debt of the federal government has two sources: “debt held by the public” (public 
debt) and “debt held by government accounts” (intragovernmental debt). Debt can increase in two 
ways: public debt increases when the government sells treasuries to finance the annual budget 
deficit; intragovernmental debt increases when the government issues non-marketable government 
securities to various government trust funds, such as the Social Security and Medicare trust funds, 
in exchange for the surplus balances in those accounts. The total allowable debt has been limited 
by a federal statutory debt limit since 1917. Congressional Research Service, The Library of 
Congress, The Debt Limit: History and Recent Increases, report prepared by D. Andrew Austin 
and Mindy R. Levit, 111th Congress, 2nd Session, 8 September 2010. 
14 Report on Budget Concepts, 1. 
15 Ibid., viii, 11. 
16 The Administrative Budget is defined as a “financial plan for receipts and expenditures of funds 
owned by the Federal Government, including general funds, special funds, pubic enterprise funds, 
and intragovernmental revolving and management funds.” Report on Budget Concepts, 95. The 
Consolidated Cash Budget is defined as a “statement combining administrative budget 
transactions with those of trust funds, deposit funds, and Government-sponsored enterprises (with 
the elimination of certain intragovernmental transactions) to show the flow of cash between the 
Federal Government and the public.” Report on Budget Concepts, 101. The National Income 
Accounts (NIA) Budget is defined as a “measure of receipts and expenditures of the Federal 
Government sector of the national income and product accounts. It includes Federal trust fund 
transactions, but excludes loans and similar transactions since they consist of the exchange of 
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competing budgets confuse public and congressional understanding and impede 
governmental decision-making.”17 
 In an effort to address this problem and improve understanding of the 
budget process, the Commission recommended the adoption of a unified budget 
that would include the administrative, consolidated cash, and national income 
accounts budgets. According to its report, such an accounting method would 
“provide an integrated and comprehensive statement of government accounts 
which will serve usefully the several different purposes required of the budget, 
while improving its clarity, consistency, and intelligibility.”18 The practice of 
unified budget accounting would subsequently be adopted by the federal 
government beginning in the early 1970s. 
 

Consequences of Unified Budget Accounting 
 
One consequence of unified budget accounting was that trust fund receipts could 
now be used to offset, or pay for, government spending in other areas not directly 
related to the trust fund’s program. As a result, the unified budget actually 
undermined transparency and encouraged higher levels of spending, by reducing 
the amount of money the government needed to borrow from the public in order 
to fund its regular operations. This can be illustrated by comparing the annual 
“on-budget” deficit (which excludes the Social Security trust funds and the Postal 
Service fund) with the total annual deficit as calculated under unified budget 
accounting. (Table 1) 

Excluding the two years of 1999 and 2000 in which Congress ran a 
surplus in the unified budget and on-budget accounts, the on-budget deficit has 
been greater than the total unified budget deficit in every year since 1985. Surplus 
revenue in the Social Security trust funds and the Postal Service fund (or the off-
budget surplus) was used in each of these years to make the deficit artificially 
smaller. In addition, the amount “double counted” by Congress increases over 
time (the “Off-Budget Surplus” column in Table 1). Because off-budget revenue 
is separated and specifically designated for Social Security and Postal Service 
operations, using it to reduce the unified budget deficit confirms that the

                                                                                                                                     
financial assets or physical assets which are not newly produced and therefore do not contribute to 
current income.” Report on Budget Concepts, 99. Note: The Administrative Budget does not 
include federal trust funds; the Consolidated Cash Budget and the NIA Budget include federal 
trust funds; Report on Budget Concepts, 2. 
17 Report on Budget Concepts, 2. 
18 Report on Budget Concepts, 3. 
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Table 1. A Comparison of On-Budget and Unified Budget Deficits  
(1984-2010)19 (in millions of dollars) 

 

Year Receipts Outlays 

On-
Budget 
Deficit 

Unified Budget 
Deficit 

Off-Budget 
Surplus 

1985 734,037 946,344 -221,529 -212,308 9,221 
1986 769,155 990,382 -237,915 -221,227 16,688 
1987 854,288 1,004,017 -168,357 -149,730 18,627 
1988 909,238 1,064,416 -192,265 -155,178 37,087 
1989 991,105 1,143,744 -205,393 -152,639 52,754 
1990 1,031,972 1,253,007 -277,626 -221,036 56,590 
1991 1,054,996 1,324,234 -321,435 -269,238 52,197 
1992 1,091,223 1,381,543 -340,408 -290,321 50,087 
1993 1,154,341 1,409,392 -300,398 -255,051 45,347 
1994 1,258,579 1,461,766 -258,840 -203,186 55,654 
1995 1,351,801 1,515,753 -226,367 -163,952 62,415 
1996 1,453,055 1,560,486 -174,019 -107,431 66,588 
1997 1,579,240 1,601,124 -103,248 -21,884 81,364 
1998 1,721,733 1,652,463 -29,925 69,270 99,195 
1999 1,827,459 1,701,849 1,920 125,610 123,690 
2000 2,025,198 1,788,957 86,422 236,241 149,819 
2001 1,,991,142 1,862,906 -32,445 128,236 160,681 
2002 1,853,149 2,010,907 -317,417 -157,758 159,659 
2003 1,782,321 2,159,906 -538,418 -377,585 160,833 
2004 1,880,126 2,292,853 -567,961 -412,727 155,234 
2005 2,153,625 2,471,971 -493,611 -318,346 175,265 
2006 2,406,876 2,655,057 -434,494 -248,181 186,313 
2007 2,568,001 2,728,702 -342,153 -160,701 181,452 
2008 2,523,999 2,982,554 -641,850 -458,555 183,295 
2009 2,104,995 3,517,681 -1,549,679 -1,412,686 136,993 
2010 2,165,119 3,720,701 -1,633,806 -1,555,582 78,224 

 
  

                                                 
19 Office of Management and Budget, Analytical Perspectives, Historical Tables, Table 1.1 
Summary of Receipts, Outlays, and Surpluses or Deficits: 1789-2015. Available on-line. 
http://www.whitehouse.gov/omb/budget/Historicals/. [26 October 2010]. 
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government must resort to borrowing more money to fund its operations. Without 
this source of additional revenue, the annual unified deficit would be larger.20 

However, comparing the difference between the unified budget and the 
on-budget deficit does not provide a complete picture of Congress’ fiscal 
(ir)responsibility. Not all federal trust funds are designated off-budget, as with the 
Social Security trust funds and the Postal Service fund. Rather, a majority of 
federal trust funds are on-budget and thus included in calculations of the unified 
budget deficit. Yet surpluses in these programs are treated in the same manner as 
their off-budget cousins.  They are deposited in the General Fund of the U.S. 
Treasury, and the trust funds are given IOUs to be redeemed in the future. As a 
consequence, these on-budget trust funds provide more attractive offsets for what 
would otherwise be deficit spending, because the impact of intra-governmental 
borrowing on the deficit is not recorded in a separate, easily accessible, off-budget 
account.  

In other words, the deficit impact of spending money intended for these 
trust funds will not be readily observed until the trust fund redeems its 
government IOUs, thereby withdrawing its money from the General Fund. At that 
point, the government will have less money for its operations and will have to 
increase borrowing to make up the difference between outlays and receipts (i.e., 
deficit spending). Two examples of this practice from the 111th Congress can be 
used to demonstrate how unified budget accounting interacts with on-budget trust 
funds to artificially reduce the cost of legislation passed by Congress and decrease 
the size of the annual deficit. 

 
Medicare Trust Fund 

 
According to a recent report by the Medicare board of trustees, the life of the 
Medicare Trust Fund was extended by 12 years, from 2017 to 2029, as a result of 
changes made in the Patient Protection and Affordable Care Act of 2009 
(PPACA; Public Law 111-148). Prior to passage of this legislation, it was 
estimated that the Medicare trust fund would take in less than it paid out, thereby 
becoming insolvent, beginning in 2017.21 While the report is factually accurate, it 
fails to mention the deficit impact of the PPACA if the legislation’s savings are 
actually set aside to improve the solvency of the Medicare trust fund.  

                                                 
20 Specifically, the annual, unified budget, deficit would increase by the difference between the 
on-budget and off-budget accounts. For example, the annual deficit would be $1.549 trillion in 
2009 instead of $1.412 trillion as currently reported if unified budget accounting was not 
followed. In 2009, an off-budget surplus of $136 billion was used to improve the condition of the 
government’s regular operating budget. See Table 1. 
21 Amy Goldstein, “Medicare fund to last 12 years longer than earlier forecast, report says,” in The 
Washington Post, 6 August 2010. 
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The PPACA increased Medicare payroll taxes and reduced the program’s 
benefits, thereby increasing the surplus in the trust fund. Yet the question remains: 
Where does the surplus money go? In reality, the surplus dollars specifically 
earmarked for the Medicare trust fund by law are deposited into the General Fund 
of the U.S. Treasury and Medicare is given government bonds, or IOUs, in return. 
These IOUs will be redeemed when Medicare needs the money to pay benefits in 
the future (Chart 1) 

 
Chart 1. Medicare & Unified Budget Accounting 

 

Transfer

Medicare and Unified Budget 
Accounting

United 
States

Treasury

Result: Reduced Deficits & 
More Debt

Medicare
Health 
Care 

Reform

Spending

IOU

 
 
 However, a potential problem arises when the government decides how to 
use the surplus revenue received from the Medicare trust fund. If the surplus is 
used to reduce the debt, the country’s fiscal situation would be improved. In this 
scenario, the federal government would be better prepared to tackle the significant 
long-term challenge presented by Medicare’s going insolvent. In contrast, the 
government could use the surplus revenues to pay for a new spending program, 
further undermining the fiscal health of the country and leaving the federal 
government less prepared to tackle Medicare’s future problems. 
  Congress chose the second course of action. The PPACA increased 
Medicare payroll taxes by $113 billion and reduced the program’s spending by 
$245 billion, resulting in $358 billion in savings for the trust fund over the period 
2010-2019. Director of the Congressional Budget Office (CBO), Doug 
Elmendorf, confirmed that these changes in the Medicare trust fund would 
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“diminish budget deficits and add to trust fund balances by $358 billion over that 
10-year period.”22 Director Elmendorf also confirmed that this “improvement in 
Medicare’s finances would not be matched by a corresponding improvement in 
the federal government’s overall finances” (i.e. a reduction in total debt).23  
 In other words, the surplus was used to pay for government spending on 
new programs. Yet Director Elmendorf stated that the Medicare savings generated 
by the PPACA “would be received by the government only once, so they cannot 
be set aside to pay for future Medicare spending and, at the same time, pay for 
current spending on other parts of the legislation or on other programs.”24 
Remember: without the savings achieved by the PPACA, Medicare would be 
insolvent beginning in 2017. In this example, unified budget accounting was 
utilized to reduce the deficit impact of the PPACA. According to the most recent 
and updated score of the PPACA (H.R. 3590) by the CBO and the Joint 
Committee on Taxation (JCT), “the direct spending and revenue effects of 
enacting H.R. 3590 as passed by the Senate would yield a net reduction in federal 
deficits of $118 billion over the 2010–2019 period.”25 Without the savings 
generated from Medicare, the effects of the PPACA on the budget “would amount 
to a net increase in federal deficits of $226 billion over the same period.”26  
 In other words, the $358 billion in Medicare savings were utilized to 
reduce artificially the deficit impact of the legislation. Again, according to CBO, 
“unified budget accounting shows that the majority of the HI trust fund savings 
under PPACA would be used to pay for other spending and therefore would not 
enhance the ability of the government to pay for future Medicare benefits.”27 If 
the Medicare surplus achieved by the PPACA is indeed used to fund new 
programs created by the law, the federal government will be forced to raise 
additional taxes, further reduce Medicare spending, or increase borrowing to 
extend the life of the program beyond 2017.  It can reasonably be assumed that 
the PPACA will result in an eventual increase in the annual deficit, because of 

                                                 
22 Congressional Budget Office, Letter from CBO Director Douglas W. Elmendorf to Senator Jeff 
Sessions, (January 22, 2010). Available on-line at http://www.cbo.gov/ftpdocs/110xx/doc11005/ 
01-22-HI_Fund.pdf. [27 October 2010]. 
23 Congressional Budget Office, Effects of the Patient Protection and Affordable Care Act on the 
Federal Budget and the Balance in the Hospital Insurance Trust Fund, (December 23, 2009). 
24 Ibid. 
25 Congressional Budget Office, Letter from CBO Director Douglas W. Elmendorf  to Majority 
Leader Harry Reid, (March 11, 2011). Available on-line at http://www.cbo.gov/ftpdocs/113xx/ 
doc11307/Reid_Letter_HR3590.pdf. [26 October 2010]. 
26 Congressional Budget Office, Letter from CBO Director Douglas W. Elmendorf to Senator Jeff 
Sessions, January 22, 2010. Available on-line at http://www.cbo.gov/ftpdocs/110xx/doc11005/01-
22-HI_Fund.pdf. [27 October 2010] 
27 Ibid. 
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bipartisan opposition to raising taxes plus the political difficulty of further 
Medicare cuts.  
 Regardless of the steps eventually taken to make up the projected shortfall 
in the Medicare trust fund, however, the shortfall represents a looming obligation 
of the federal government that must be met under current law. Accordingly, CBO 
Director Elmendorf states that “enacting the PPACA would increase debt held by 
government accounts more than it would decrease debt held by the public, and 
would thus increase gross federal debt.”28 
 

Oil Spill Liability Trust Fund 
 
Another, though ultimately unsuccessful, example of the impact of unified budget 
accounting on the deficit can be illustrated by examining Senate consideration of 
the American Jobs and Closing Tax Loopholes Act (HR 4213) in June of 2010. 
Among its provisions, HR 4213 would have extended an increase in 
unemployment insurance benefits through November of 2010, extended relief for 
doctors participating in Medicare by delaying an adjustment in the Sustainable 
Growth Rate formula through 2011, and extended increased Federal Medical 
Assistance Percentages (FMAP assistance) to states. The measure would have 
also extended several research-and-development and business tax credits. CBO 
and JCT estimated that the total cost of the measure was approximately $126 
billion.  

Proponents of the legislation claimed that $47.5 billion of this amount was 
fully offset. However, what they were not admitting was that they were once more 
double-counting some of these offsets. As a result, the real deficit impact of the 
bill would greatly exceed the $78.5 billion as scored by the CBO and JCT ($126 
billion - $47.5 billion = $78.5 billion). One controversial offset used by the 
majority to reduce the cost of the measure was an increase in the per-barrel tax on 
oil intended for the Oil Spill Liability Trust Fund from 8 cents to 41 cents. The 
current tax level is 8 cents per barrel. The proposed increase was estimated to 
raise $15 billion over ten years.  

The Oil Spill Liability Trust Fund was created to pay costs related to 
federal and state oil spill removal activities and claims for unpaid damages. The 
fund is financed by a per-barrel tax on crude oil received at refineries and on 
petroleum products imported into the U.S. for consumption. While HR 4213 
increased the per-barrel tax to 41 cents, it did not set aside the increased revenue 
and save it to clean up the oil spill in the Gulf of Mexico and other disasters. 
Instead, it sent those revenues directly to the General Fund under unified budget 

                                                 
28 Ibid. 
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accounting where they would be used to offset some of the spending in the 
legislation.  

When the bill comes due to pay for oil spill cleanup costs out of the Oil 
Spill Liability Trust Fund, the money would not be there under this legislation.  It 
would already have been spent on other programs. But since the government is 
required to pay out funds from the Oil Spill Liability Trust Fund, the Treasury 
would have to borrow money to pay the legitimate claims for the trust fund. As 
previously mentioned, increasing the per-barrel tax on oil would raise $15 billion 
in revenue. If this money was not double-counted, the total deficit impact of the 
legislation would have been $93.5 billion.  

While a vote to end debate on this version of HR 4213 failed, by 45 to 52 
on June 16, 2010, the Senate’s consideration of this legislation further 
demonstrates how Congress uses unified budget accounting to reduce the apparent 
deficit impact of legislation it passes. The per-barrel tax on oil cannot be 
simultaneously used to strengthen the Oil Spill Liability Trust Fund and to reduce 
the deficit impact of unrelated legislation.  

 
Conclusion 

 
The modern budget process is broken. It facilitates deficit spending by allowing 
members of Congress in both political parties to avoid balancing the obligations 
of the federal government with the resources it commands when making 
politically difficult decisions. Yet the current fiscal path of the United States is 
inherently unsustainable. According to the CBO’s latest estimates, the deficit for 
Fiscal Year 2010 (ending on September 30th) was $1.291 trillion (8.9% of GDP). 
A cursory analysis may view this as a positive development. After all, the FY10 
deficit was $125 billion less than the FY09 deficit ($1.416 trillion; 10% of GDP). 
In addition, government spending in FY10 was down $67 billion (2%) as 
compared to spending in FY09 and revenues increased by $57 billion (3%) as 
compared to revenues in FY09. On its face, this appears to indicate that Congress 
is adjusting to the record deficits of recent years.29 
 However, such a positive analysis must be qualified. The decrease in 
government spending is due almost entirely to a reduction in spending to address 
the financial crisis. According to the CBO, the total cost of the Troubled Asset 
Relief Program (TARP) in FY10 was $262 billion less than FY09. Federal 
payments to Fannie Mae and Freddie Mac were $51 billion less, and federal 
deposit insurance spending was $55 billion lower in FY10 as compared to FY09. 
These three programs account for a $368 billion reduction in federal spending 
                                                 
29 Congressional Budget Office, Monthly Budget Review Fiscal Year 2010: A Congressional 
Budget Office Analysis, (October 7, 2010) Available on-line at http://www.cbo.gov/ftpdocs/ 
119xx/doc11936/SeptemberMBR.pdf. [28 October 2010]. 
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from FY09 to FY10. If they are excluded, then, total federal spending in FY10 
increased approximately 9%. Structural deficits clearly remain the norm in 
American politics. 

Forecasts for the current fiscal year are not much better. Both the Office of 
Management and Budget and the CBO project deficits to remain over $1 trillion 
in FY11 ($1.066 trillion projection by CBO; $1.416 trillion by OMB). These 
projections are likely to be much higher, as they assume the expiration of some 
(or all) of the 2001 and 2003 tax cuts, no Alternative Minimum Tax patch, and 
cuts to Medicare physician reimbursements. Moreover, annual interest payments 
on the debt are projected to rise to $778 billion by the end of the decade, more 
than quadrupling over this year’s levels, and increasing more than any other line-
item in the federal budget. Such an increase will eventually crowd-out spending 
on other government programs.30 

This article has argued that unified budget accounting has played a major 
role in allowing Congress to pass legislation that increases the federal debt despite 
the presence of deficits of this magnitude and despite a public outcry against 
mounting deficits and debt. Indeed, unified budget accounting is one central way 
in which Congress manipulates the budget process so as to reduce artificially the 
cost of the legislation it passes and muster the political will to deficit-spend. 
Instead of advancing awareness and fostering understanding of the obligations 
and resources of the federal government as intended, the unified budget has 
actually undermined transparency and encouraged higher levels of spending by 
reducing the amount of money the government needs to borrow in order to fund 
its regular operations.  

As a result, the unified budget has actually weakened the ability of the 
American people to hold their elected officials accountable for the decisions they 
make. While the concept of unified budget accounting is sound in theory, it 
should be reformed in practice in order to allow it to provide the information, 
transparency, and accountability that was the original intent of the 1967 
Commission. 

                                                 
30 Congressional Budget Office, The Budget and Economic Outlook: An Update, (August 2010). 
Available on-line at http://www.cbo.gov/ftpdocs/117xx/doc11705/08-18-Update.pdf. [28 October 
2010]. 
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