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Medicaid and several veterans’ programs, are funded through, but not con-
trolled by, the regular appropriations process. The annual appropriations 
acts routinely provide full funding for such programs.

Congressional analysts distinguish between discretionary spending, 
which is controlled through the annual appropriations process, and direct 
spending (often referred to as mandatory spending), which is used primarily 
to fund entitlement programs that are provided for in authorization laws. 
Direct spending is under the jurisdiction of the authorizing committees, not 
the appropriating committees. Discretionary spending has borne the brunt 
of reductions over the years because politicians have been eager to reduce the 
size and cost of government. However, the direct spending side of the budget 
has escalated because Congress cannot easily control mandatory expendi-
ture levels for the entitlement programs (e.g., Medicare and Social Security) 
established by permanent law. Congress does not set annual expenditures 
for these programs; instead, their financial costs reflect the eligibility criteria 
and benefit levels established in the statute.

Figure 2.1 highlights the ratio of discretionary expenditures to entitle-
ment expenditures over time. Congress can modify the entitlement statutes, 
but doing so can be an electorally risky venture. The elderly, who are well 
organized and who turn out to vote, are not reluctant to tell lawmakers, 
“Keep your hands off my Medicare and Social Security!” In this sense, popu-
lar entitlement programs are considered “the third rail of American politics” 
because those who touch them may face retribution come election time.

Budget Authority and Budget Outlays

Another budgetary distinction to bear in mind is that between budget author-
ity and budget outlays. Appropriations approved by Congress provide budget 
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Source: Congressional Budget Office, The Budget and Economic Outlook: 2015 to 2025, January 
2015, Tables G-4 and G-5, pp. 164–167. 

Figure 2.1  Federal Spending by Major Category, Fiscal Years 1965 and 2014


