














EMERGENCY APPROPRIATIONS AND THE FISCAL RESPONSE TO SEPTEMBER 11

government from 1991 to 1999 exceeded 150 billion
dollars. The Defense Department, FEMA, and the
Department of Agriculture received the bulk of
emergency funds during this period. Actual emergency
funds spent by the Defense Department and FEMA
between 1991 and 1999 were 70.2 billion dollars and
22.3 billion dollars, respectively (CBO, 1998). As with
the initial September 11 allocation, the Defense
Department received nearly fifty percent of emergency
appropriations during the 1990s. As more of the 40
billion-dollar appropriation was released, it became clear
that the Defense Department would be the primary
beneficiary of the legislation.

Congress and the president divided authority over the
40 billion dollars (each was responsible for 20 billion
dollars). Funding requirements within the bill specified
that “not less than one-half of the 40 billion [dollars]
shall be for disaster recovery activities and assistance
related to such terrorist acts in New York, Virginia, and
Pennsylvania” (Public Law 107-38). Despite the
relatively swift release of funds through this process,
criticism was directed at OMB concerning the areas that
remained unfunded—particularly money that was
earmarked for New York City (which was promised 20
billion dollars but only received approximately 10 billion
dollars by year’s end) (Caruso, 2001).

By December 2001, OMB had released nearly 20
billion dollars of the emergency appropriation. The
remaining 20 billion dollars was attached to the Defense
Department’s appropriation bill for FY 2002, titled
Making appropriations for the Department of Defense for the
fiscal year ending September 30, 2002, and for other purposes.
The “other purposes” included numerous September
11 related initiatives and programs from many federal
agencies. Homeland security initiatives received 8.3
billion dollars of the final allocation and an equal
amount went to continuing recovery efforts in affected
areas (1).

The final picture of the emergency appropriation
showed a significant focus on defense spending. In the
end, the Defense Department received the bulk of the

original 40 billion dollars in emergency funds

(amounting to 17.2 billion dollars). Areas affected by
the attacks, including New York, received 11.1 billion
dollars, while homeland security initiatives received 9.9
billion dollars (1).

Alternative Approaches to
Emergency Appropriations

Despite the the improvements incorporated in the
Budget Enforcement Act, the present emergency
appropriations process has not escaped criticism. The
following offers two alternative approaches to the
emergency appropriations process—*rainy day” funds
and competitive emergency appropriations.

Most states have established the equivalent of a rainy
day fund—surplus revenues set aside for emergency
purposes—because of constraints on their access to
emergency funds. Specifically, as a 1999 GAO report
revealed, “a primary rationale for establishing reserves
at the state level is the real constraints imposed by
balanced budget requirements and the credit markets”
(1999, 29).

While the federal government is not as constrained as
are many state governments, it could benefit from
adopting state governments’ practice of reserving
emergency funds, which could bring “greater
transparency in the budget process” (GAO, 1999, 23).
Additionally, the use of emergency funds among federal
agencies “may reduce the need for supplemental
appropriations” and provide “easier access to funding to
respond to emergencies more quickly” (GAQ, 1999, 23).

CBO identified two additional benefits of establishing
emergency reserve funds:

One advantage . . . is that it might highlight
overall emergency needs more effectively and
enable policymakers to draw a more direct
connection between emergency spending and
any offsets used to pay for that spending. An
emergency reserve fund could also be used to
encourage efforts to avoid or mitigate disasters
as well as to highlight potential alternatives to
federal action, such as state or local initiatives
or private insurance (1998, 17).

The process of establishing emergency reserves can
influence policymakers to think about emergencies more
consistently, and may even encourage them to develop
measures to prevent disasters.

Another alternative to the current appropriations
process is competitive emergency appropriations, which
would revoke the exemption for emergencies outlined



in the BEA. Under this alternative, emergency
supplementals would receive no preferential treatment
but would instead be required to compete with other
supplemental appropriations from the discretionary
spending reserves and would be “offset with spending
cuts” (CBO, 1998, 14).

A problem with the competitive appropriations
process is revealed when considering the sequence of
events after September 11. The initial attack, which
caused significant damage to infrastructure as well as
significant loss of life, created the first costs. Inresponse,
40 billion dollars was immediately allocated. This was
before the additional costs of significant military
operations against the Taliban regime in Afghanistan
were fully realized. The second set of costs came as
military operations began in early October. A third set
of costs came as anthrax attacks were

POLICY PERSPECTIVES

Referring to recent events that have received
emergency supplemental funding, CBO observed:

‘What these events have in common is a degree
of unpredictability. Disasters and other
emergency situations can entail sudden and
unexpected demands for high levels of funding.
In the case of peacekeeping efforts in Bosnia or
the computer conversion in anticipation of the
year 2000, which both received emergency
funding for 1999, the length and magnitude of
the commitment can be difficult to determine
in advance (1998, 1).

The September 11 appropriations case makes this
observation even more poignant. A competitive
appropriations process would be of limited value when
such catastrophic events occur—the very purpose for
which emergency appropriations were

discovered at mail-handling facilities and
government buildings, which required

production, and disinfection of affected
facilities. The impact of each of these
events on the budget was unpredictable.
An emergency appropriations mechanism
based on competitive and limited

In the current
mail-handling enhancements, antibiotic Climate, the present
emergency
appropriations
process appears
Ssuperior to the
alternatives.

designed.

In the current climate, the present
emergency appropriations process appears
superior to the alternatives. However, there
are shortcomings in the current process.
Perhaps the most significant was identified
by Donahue and Joyce, who describe the

appropriations would likely be incapable
of handling a series of costly events such as these.
Similarly, under the emergency reserves alternative, it
is highly unlikely that Congress could have been
prepared to meet the need for funds necessary to start
the recovery process after September 11.

The shift in priorities within agencies caused by the
dramatic impact of the terrorist attacks is an important
consideration when weighing alternative approaches to
emergency appropriations. Under both alternatives—
the rainy day fund and the competitive appropriations
process—many of the current programs and services
offered by the government would cease as funds would
be channeled towards security, defense, disaster relief,
and counter-terrorism activities. The likely
commensurate shift in personnel allocations as jobs
follow the funding would be highly disruptive. However,
an advantage of both alternatives is that the federal
budget process would be better prepared to deal with
changing needs and priorities.

current process as one that creates incentives
“to fund disaster assistance after the fact, rather than at
a point where a disaster might be prevented” (Donahue
and Joyce, 2001, 735). This incentive, they write, is
caused by the difficulty of securing funds for unforeseen
events in the competitive budget process as well as the
political appeal of “appear[ing] to be immediately
responsive to disasters when they occur” (735). They
point out that “in the long run, the current budget rules
do not promote the funding of mitigation and
prevention activities, which arguably would reduce the
need for future disaster funding” (735). Though the
current process may effectively provide the necessary
response and recovery resources for disasters after the
fact, it is inherently short-sighted in terms of its ability
to develop a strategic response to long-term prevention.

Conclusion

The emergency appropriations process in federal
budgeting has long provided Congress and the president
with a relatively effective means to respond to
unexpected disasters, emergencies, and related events.
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Although the process has occasionally been abused, the
Budget Enforcement Act of 1990 sought to provide a
means whereby Congress and the president could
appropriate funds that were not subject to spending
limits in times of emergency. The tragic attacks of
September 11, 2001, are the most recent events that
warranted the provision of emergency supplemental
appropriations and provided an opportunity to assess
the emergency appropriations process. While these
attacks were unprecedented, the corresponding
emergency appropriations process is useful and the
current process provided through the BEA of 1990
appears to be sufficient for responding to crises such as
September 11. However, the current process provides
negative incentives to lawmakers by discouraging a
proactive approach to emergency funding. Accordingly,
the current budget process may stand to benefit from
further reform.

References
Budget and Program Newsletter, Vol. 27, No. 38.
Washington, DC, September 28, 2001.

Caruso, Lisa. Disagreement over supplemental stymies
defense spending bill. Government Executive Magazine.
Washington, DC, November 6, 2001.
WWW.govexec.com/news.

Caruso, Lisa. Pressure grows for more emergency
spending. Government Executive Magazine.
Washington, DC, November 2, 2001.

WWW,.ZOVEXEC.COM/NEWS.

Caruso, Lisa. House, Senate conferees wrap up final
two spending bills. Government Executive Magazine.
Washington, DC, December 19, 2001.
WWW.ZOVEXEC,COm/News.

Caruso, Lisa and Julie Rovner. Budget Director asks
return to fiscal discipline. Government Executive
Magazine. Washington, DC, October 11, 2001.
WWW.ZOVexec.com/news.

Congressional Budget Office. Emergency Spending Under
the Budger Enforcement Act. Washington, DC: CBO,
December 1998.

Congressional Budget Office. Supplemental Appropriations
in the 1990s. Washington, DC: CBO, March 2001.

Donahue, Amy K. and Philip G. Joyce. A framework
for analyzing emergency management with an
application to federal budgeting. Public Administration
Review, Vol. 61, No. 6., November/December 2001,

Government Executive Magazine. Breakdown of $5.1
billion. Washington, DC, September 24, 2001.
WWW.govexec.com/news.

Meyers, Roy T. Strategic Budgeting. University of
Michigan Press, 1994,

Office of Management and Budget. “President Bush
announces $9.3 billion in emergency funds.” News
Release 2001-59. Washington, DC: Office of
Management and Budget, November 9, 2001.

Public Law 107-38. 2001 Emergency Supplemental
Appropriations Act for Recovery from and Response to
Terrorist Attacks on the United States. Washington, DC:
107" Congress, 2001.

Schick, Allen. The federal budget: Politics, policy, process.
Washington, DC: The Brookings Institution, 1995.

Thurber, James A. Congressional budget reform: Impact
on the appropriations committees, Public Budgeting
& Finance, Fall 1997.

U.S. General Accounting Office. Budgeting for
emergencies: State practices and federal implications
(GAO/AIMD-99-250). Washington, DC: GAO,
September 1999,

Wetterau, Bruce, Congressional Quarterly s desk reference
on the federal budger, Washington, DC: Congressional
Quarterly Inc., 1998.



