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Overview:

The federal fiscal year begins on October 1 and ends on September 30 of the next year. (For example, we are currently in fiscal year 2007, which began on October 1, 2006 and ends on September 30, 2007).  The federal budget and appropriations process takes about a year to complete. First, the President submits a budget to Congress.  Second, Congress holds hearings and reviews the President’s budget. Third, both the House and Senate approve a budget resolution (a document that sets budget targets for committees to follow later in the year during the appropriations process). The budget resolution must be approved by each chamber and then agreed to by a joint House-Senate conference committee, where Members of both chambers negotiate the differences.  Each chamber then approves the conference budget resolution. 

The budget resolution never becomes law. Instead, it is used as an internal management tool for committees to use as a guide in making spending or revenue decisions.  Based on the spending levels agreed to in the budget resolution, the Appropriations Committees in the House and Senate allocate specific funding levels among 12 Appropriations Subcommittees in each chamber. Those Subcommittees are responsible for drafting Appropriations bills (or spending bills), for programs within their jurisdiction. Each of these bills must be approved by the full House and Senate and by a joint House-Senate conference committee. The conference bills must be approved by the House and Senate before being forwarded to the President for his signature so that the bills may become law.  

If at the end of the fiscal year, there are Appropriations bills that have not been enacted yet, a continuing resolution must be passed and signed into law. A continuing resolution (CR) continues or extends federal spending for a limited period of time until the regular Appropriations bills can be completed. In the absence of a CR, federal funding for programs in Appropriations bills that have not yet been enacted would stop. In essence, this means that there is a government shut-down for affected agencies. (The government shut down three times in 1995 when Congress was unable to pass a CR in a timely manner).
In Depth: 

President’s Budget:

On the first Monday in February of every year, the President submits his budget to Congress. The President’s budget makes funding recommendations for every federal program, including tax initiatives (proposals to reduce or raise revenues).  The committees in the House and Senate hold hearings on the President’s proposals and listen to people testify about the need (or lack thereof) for certain programs, the rationale for the President’s recommendations, and sometimes the state or local view about the impact the President’s proposals would have.

Budget Resolution:
The first step in the budget process for Congress is to draft a budget resolution, which sets broad targets for committees to follow with regard to spending, savings, and revenue measures.  The budget resolution is a blueprint setting broad parameters to give committees guidance (or keep them on track to reach a certain goal). For example, the budget resolution sets a ceiling for discretionary spending in a broad array of areas. The document is critical in setting priorities for federal spending. For example, if the budget resolution requires Congress to increase defense spending by 50 percent and to reduce education spending by 50 percent, during the Appropriations process later in the year, these spending levels cannot be exceeded. In the Senate, spending in excess of these thresholds would be subject to a point of order on the Senate floor, which means that 60 votes would be necessary to keep such spending in the bill. This is important because in this scenario, later in the year, all education programs would be forced to compete against each other for 50 percent less funding, which would likely result in programs being terminated or significantly reduced. Therefore, the budget resolution should be viewed as a Congressional priority-setting document in addition to a blueprint setting dollar limits or thresholds for spending.

The budget resolution does not require the President’s signature.  It does not become law. It is purely an internal management tool to help Congress set priorities.

Who drafts the budget resolution? The House and Senate Budget Committees may write identical or different budget resolutions. Once drafted, they are subject to amendment at a “markup” (a public meeting where bills are considered by a committee before a final vote at the end of the meeting). Once approved by committee, the budget resolution needs to be reviewed by the full House and Senate.

In the House of Representatives, the House Budget Committee sends its approved budget resolution to the House Rules Committee, where Members determine how long the resolution will be debated on the House floor and what amendments will be considered (as well as the length of time they’ll spend on each amendment).

In the Senate, the budget resolution is subject to special rules on the Senate floor: there is a 50-hour overall time-limit on debate and all amendments must be related to the budget. At the end of the time limit, any amendments still pending are stacked for brief consideration and then a vote. (For example, if 20 amendments are still pending, there might be one minute of debate on each and each vote may be limited to 10 minutes. Some people refer to this as a “vote-a-rama.”)

Once the House and Senate approve their respective budget resolutions, Members from each chamber are named to a House-Senate conference committee to work out the differences. The compromise budget resolution is referred to as a conference report and must be approved by both the House and the Senate.

Appropriation bills:

Once the budget resolution is approved, the Appropriations Committees in the House and Senate are allocated funding, which is then subdivided among the 12 Appropriations Subcommittees according to the target dollar thresholds in the budget resolution. Appropriations Subcommittees may not exceed the level of spending they are allocated. The Appropriations Subcommittees hold hearings and draft a spending bill for the next fiscal year for all programs within their jurisdiction. The Subcommittee holds a markup, amendments may be offered, and a final bill is approved and sent to the full Appropriations Committee for consideration. The full Appropriations Committee holds a markup, amendments may be offered, and once approved, the bills must be considered by the full House and Senate.

Under the U.S. Constitution, funding bills must first be approved by the House. This, in part, explains why the House may approve all 12 Appropriation bills by July whereas the Senate may not complete its Appropriation bills until September or October or later.

Once an Appropriation bill has been approved by both chambers, it is sent to a joint House-Senate conference committee, where Members negotiate the differences and a final bill is sent back to the House and Senate for a vote, and then to the President for his signature.

Reconciliation:

The budget reconciliation process is similar. “Reconciliation” means budget savings. If the budget resolution calls for specific savings to be reached (generally cuts in mandatory spending or entitlement programs), upon approval of the budget resolution, the savings instructions or reconciliation instructions are given to the committees with jurisdiction over such savings. (For example, if the budget resolution assumes savings of $10 billion in Medicaid, then the Senate Finance Committee and the House Energy and Commerce Committee (the Committees in the House and Senate with jurisdiction over Medicaid) would be charged with complying with the savings targets--i.e., cutting Medicaid to achieve $10 billion in savings). If the savings affect multiple committees, then those committees must approve proposals to achieve the specified savings and report their proposals to the Budget Committees in their respective chambers. The House and Senate Budget Committees combine the savings reported by their respective Committees into one bill in each chamber, which is referred to as the budget reconciliation bill.

In the Senate, the budget reconciliation bill is subject to special rules on the Senate floor: debate is limited to 20 hours, amendments must be germane to the bill, and the bill cannot be filibustered (delayed due to extended debate), unlike other bills the Senate considers.  In the House, the Rules Committee decides the length of time for debate and the amendments that will be considered. Once the House and Senate have both approved a reconciliation bill, the differences are worked out in a conference committee, and each chamber must pass the conference report before sending the bill to the President for his signature.

The budget reconciliation bill can be used by the majority to pass priority legislation, because the measure is considered in an expedited manner (compared to the regular process to consider a bill without time limits or restrictions on amendments).  In 1990, the Child Care and Development Block Grant (CCDBG) was approved as part of a budget reconciliation bill. In 2005, after four years of failing to pass welfare reauthorization (or reauthorization of the Temporary Assistance for Needy Families – TANF program), the measure was included in the 2005 budget reconciliation bill.

Basic Budget Steps in Brief:

· President submits his budget to Congress

· Congress drafts and passes a budget resolution

· Congress drafts and passes Appropriations bills

· Sometimes a continuing resolution (CR) is necessary to continue funding beyond October 1 when the new fiscal year begins.
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