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The size of the U.S. government has 

grown exponentially and it has become 

superfluous in the supposedly free-market 

American economy. Yet it is the nature of the 

government’s enormity that presents scenarios 

where the government ceases, if only 

temporarily, to operate on the broad scale 

Americans have become accustomed to. These 

are situations in which conflicts either within 

Congress or between Congress and the White 

House run afoul with legal timetables and/or 

rates of spending, resulting in what is called a 

government shutdown.  

 

Those looking to preserve the big 

government status quo resort to scare tactics to 

avert shutdowns. Indeed, the idea of a 

government “shutdown” can be unnerving. 

However, when properly handled, the entire 

situation, regardless of the root cause, is 

entirely manageable, and perhaps a necessary 

reminder that major fiscal issues need 

adequate addressing.   

History and Causes 

 

 There are two primary scenarios from 

which a shutdown can stem: funding gaps and 

a binding debt ceiling.  

 

Funding Gaps 

 

Historically, only one type of conflict 

has resulted in an actual government 

shutdown. Each of the 17 shutdowns that have 

occurred, all in the modern era, are the result 

of funding gaps.  

 

Funding gaps occur when 

appropriations or resolutions that fund certain 

programs expire before new ones can be 

approved by Congress and signed into law by 

the president. To understand how this can 

result in a government shutdown, it’s 

important to grasp the basic concepts of 

federal spending as a whole.  
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According to the U.S. Constitution, 

Article I, Section 9, “No Money shall be 

drawn from the Treasury, but in Consequence 

of Appropriations made by Law.” Therefore, 

all government programs fall into one of two 

legal categories. They are either annually 

appropriated discretionary programs or are 

autopilot mandatory programs with spending 

required by pre-existing law. In 2012, 

discretionary programs accounted for 34.7 

percent of federal spending while mandatory 

programs totaled 65.3 percent.
1
 

 

While spending on the mandatory 

programs is calculated by formulas built into 

existing law, Congress and the President must 

decide on a budget to determine funding for 

the remaining discretionary portion of the 

government. A budget must be signed into law 

by October 1
st
, the beginning of a federal fiscal 

year, to prevent agencies funded by annual 

appropriations from shutting down. 

Continuing resolutions may be passed as a 

temporary alternative to appropriations; yet an 

absence of one of these budgetary bandages 

will also result in a shutdown, should another 

continuing resolution expire without a new one 

in its place.  

 

Debt Ceiling 

 

Recent years, however, have seen the 

U.S. national debt grow at an alarming rate, 

along with awareness and concern towards 

U.S. fiscal policy. This has resulted in a new 

type of conflict amongst lawmakers due to the 

statutory limit on federal debt, more 

commonly known as the debt ceiling.  

 

The debt ceiling is a limit on the 

aggregate debt issued by the federal 

                                                 
1
 Office of Management and Budget Historical Table 

8.3—Percentage Distribution of Outlays by Budget 

Enforcement Act Category: 1962–2017. 

http://www.whitehouse.gov/omb/budget/Historicals 

government to finance its expenditures. The 

debt ceiling as it currently exists evolved from 

a series of legislative changes dating back to 

World War I.  Prior to 1917, Congress had to 

approve each individual issuance of federal 

debt for a specified purpose. The first piece of 

legislation to begin dropping distinctions 

between various issuances of debt was the 

Second Liberty Bonds Act of 1917, which 

streamlined the United States’ ability to 

finance its entrance into World War I. Further 

limitations and streamlining occurred through 

1941, when, likely as a measure to prepare the 

nation for entrance into World War II, a limit 

on securities issued in the name of national 

defense was reincorporated into the type 

aggregate limit seen today.
2
  

 

Since the time that all federal debt was 

put under one statutory limit in the early 

1940s, this debt ceiling has been increased 79 

times.
3
  

 

If the U.S. national debt reaches the 

debt ceiling, without Congress approving an 

increase, the government will face a shutdown 

situation that would resemble what occurs 

during a funding gap. The difference is that, 

instead of operating only mandatory programs, 

the government would be forced to operate 

only on available cash reserves and incoming 

revenue. This creates a shutdown in the sense 

that entire programs and agencies across the 

board may be placed on a hiatus in favor of 

directing available revenue funds towards 

programs and agencies prioritized by the 

Treasury.  
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What Shuts Down 

 

 Prior to 1981, the federal government 

shut down as the result of a funding gap 6 

times, all between 1976 and 1979.
4
 During 

each of these shutdowns, the vast majority of 

federal agencies continued to function, 

minimizing only what leadership and agency 

heads felt were nonessential operations, under 

the presumption that Congress never intended 

that agencies close down during an 

appropriations gap.
5
 

 

 However this practice seemed to 

contradict a provision of the Antideficiency 

Act. The Antideficiency Act is a law, 

originally enacted in 1884, that prevents the 

government from entering into contracts or 

make obligations that were not fully funded. It 
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 Michael Falcone, Government Shutdown 2011: If It 

Happens, It Would Be 18th Shutdown Ever, ABC News, 
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Federal Government Operations, Report To The 
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is essentially an 

affirmation and 

clarification of 

Article I, 

Section 9 of the 

Constitution. 
6
  

More 

specifically, the 

provision of this 

law relevant to 

government 

shutdowns 

states: “An 

officer or 

employee of the 

United States Government or of the District of 

Columbia government may not make or 

authorize an expenditure or obligation 

exceeding an amount available in an 

appropriation or fund for the expenditure or 

obligation; involve either government in a 

contract or obligation for the payment of 

money before an appropriation is made unless 

authorized by law.”
 7

 In other words, 

“presuming” what Congress intended before it 

enacted appropriations, and thus keeping the 

agencies open, was in fact a violation of this 

statute. In 1981, U.S. Attorney General 

Benjamin R. Civiletti authored two opinions 

that reinforced this point and argued that 

agencies could only perform functions so long 

as “some reasonable and articulable 

connection [can be made] between the 

function to be performed and the safety of 

human life or the protection of property.”
8
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 In accordance with Attorney General 

Civiletti’s opinion, the Office of Management 

and Budget (OMB) released a set of guidelines 

prior to the shutdown of November, 1981. 

These guidelines explicitly state what type of 

agency activities qualified as essential to “the 

safety of human life or the protection of 

property.” The following activities are 

applicable:
9
  

 

1. Provide for the national security, including 

the conduct of foreign relations essential to the 

national security or the safety of life and 

property. 

2. Provide for benefit payments and the 

performance of contract obligations under no-

year or multi-year or other funds remaining 

available for those purposes. 

3. Conduct essential activities to the extent 

that they protect life and property, including: 

a. Medical care of inpatients and emergency 

outpatient care;  

b. Activities essential to ensure continued 

public health and safety, including safe use of 

food and drugs and safe use of hazardous 

material; 

c. The continuance of air traffic control and 

other transportation safety functions and the 

protection of transport property; 

d. Border and coastal protection and 

surveillance; 

e. Protection of Federal lands, buildings, 

waterways, equipment and other property 

owned by the United States; 

f. Care of prisoners and other persons in the 

custody of the United States; 

g. Law enforcement and criminal 

investigations; 

h. Emergency and disaster assistance; 

                                                 
9
 David A. Stockman, Memorandum for Heads of 

Executive Departments and Agencies: Agency 
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i. Activities essential to the preservation of the 

essential elements of the money and banking 

system of the United States, including 

borrowing and tax collection activities of the 

Treasury; 

j. Activities that ensure production of power 

and maintenance of the power distribution 

system; and 

k. Activities necessary to maintain protection 

of research property. 

 

 Any employee or program not 

performing functions essential to these 

activities is suspended under these rules, 

pending the appropriation of new funds 

through a budget agreement or continuing 

resolution. Employees not paid during the 

shutdown generally receive pay retroactively 

as part of the agreement that re-opens the 

government.  

 

 Self-funded agencies will remain 

operational through either a funding gap or 

run-in with the debt ceiling. These agencies 

include both the Postal Service and Amtrak, 

which are often points of public concern when 

shutdown talk looms.  

 

 Yet, because of the Civiletti inspired 

OMB guidelines, during a funding gap, the 

same agencies and programs will shut down 

each time, as has happened in each subsequent 

shutdown through the most recent in 1996. 

The same cannot be said for potential 

shutdowns as a result of the debt ceiling. 

Whereas a funding gap is an inability to 

appropriate available funds, the debt ceiling is 

a limitation on making new funds available 

through borrowing. Without an agreement, 

upon reaching the debt ceiling, the Treasury 

Secretary, and ultimately the president, 

becomes a more active arbiter of government 

expenses. In the past, the Treasury Secretary, 

facing a stalemate in Congress over the debt 

ceiling, has been able to take what are called 

“extraordinary measures” in order to 
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temporarily access enough funding to keep the 

entire government open for a short period of 

time.  

 

 In 2011, Treasury Secretary Timothy 

Geithner was able to fund federal expenses 

from the middle of May until the beginning of 

August by deferring payments to federal 

employee retirement funds. This is the most 

significant of a handful of tactics that allow for 

the government to remain nearly 100 percent 

active for a short time period. In the event that 

an agreement is not reached before the time 

period afforded by these deferrals expires, the 

government will necessarily enter a form of 

shutdown, so long as appropriated expenses 

continue to exceed revenues. 

 

Due to an interesting coincidence, 

roughly the same size portion of the 

government would close due to hitting the debt 

ceiling as would close during a funding gap.  

 

As previously mentioned, during a 

funding gap, only discretionary programs and 

agencies, normally annually appropriated or 

funded through continuing resolutions, would 

lose funding and enter a shutdown.  These 

items consisted of roughly 35 percent of the 

2012 federal budget. If the debt ceiling is 

reached, the government cannot finance its 

operations through additional borrowing, and 

therefore must only operate within its current 

revenue stream. In 2012, the federal 

government spent just shy of $3.8 trillion, 

while collecting around $2.5 trillion in 

revenue. The remaining $1.3 trillion is what 

the federal government borrowed in 2012 and 

equals approximately 35 percent of total 

outlays for the year.
10
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 OMB Historical Table 1.1—Summary of Receipts, 

Outlays, and Surpluses or Deficits (-): 1789–2017 

“Crisis” Management 

 

During the last few days of 2012, the 

U.S. government once again reached the debt 

ceiling of $16.4 trillion and Secretary Geithner 

enacted extraordinary measures, expected to 

last into February of 2013.
11

 Secretary 

Geithner also warned, in a letter to 

congressional leadership, that a failure to 

increase the debt ceiling by the time the 

extraordinary measures expire would put 

payments to Social Security, Medicare, and 

Medicaid at risk and potentially threaten 

national security. The Secretary even goes so 

far as to suggest that even a brief interruption 

in any obligated payments would be “terribly 

damaging” to the full faith and credit of the 

United States Government.
12

  

 

Secretary Geithner paints a dire 

picture; however budget data and a review of 

federal law suggests that the Secretary and, 

subsequently, President Obama are employing 

what is often called the “Washington 

Monument Strategy.” This strategy can best be 

defined as the “bureaucratic practice of 

threatening to close down the most popular 

and vital programs in response to prospective 

budget cuts.”
13

 

 

While law stipulates where available 

money goes during a funding gap, the White 
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House and Treasury, in fact, have the ultimate 

authority to decide which bills can and will be 

paid with available revenue during a standoff 

on the debt ceiling. Therefore, in order for 

payments to programs like Social Security, 

Medicare, Medicaid and other mandatory 

outlays such as interest payments on the 

national debt to be at any risk of going unpaid, 

they would have to grossly exceed federal 

revenue. This appears not to be the case.  

 

As stated, mandatory spending 

comprised approximately 65 percent of outlays 

in 2012, and the government borrowed 35 

percent of all dollars spent. Hitting the debt 

ceiling only prevents continued borrowing, not 

spending, so only the 35 percent borrowed 

disappears. This still leaves the federal 

government with 65 percent of its operational 

funding.  

 

More precisely, in 2012 the federal 

government raised $2.469 trillion in revenue 

while it spent $2.479 trillion on mandatory 

programs; this indicates that there would have 

only been a 0.01 percent shortfall should the 

debt ceiling have been reached and 

extraordinary measures expired in 2012.
14

  

 

In 2013, the OMB projects revenue to 

increase by $433.4 billion to $2.902 trillion. 

Total outlays will only increase by $7.8 

billion. Discretionary spending will fall across 

the board, including defense, while mandatory 

programs will only increase by $64.4 billion.
15

  

 

Accordingly, in the event of a 

shutdown due to the debt ceiling in 2013, the 

federal government would technically be able 
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to fund all mandatory programs, Social 

Security, Medicare, Medicaid, and interest 

payments on the debt, at 100 percent. 

Projected revenue increases also show that, 

after funding mandatory programs in full, the 

Treasury would be left with an additional $361 

billion in annual revenue, debt free, to allocate 

towards keeping programs and agencies 

deemed essential to “the safety of human life 

or the protection of property” open, at least to 

a limited extent.  

 

Further, Title X of the Congressional 

Budget and Impoundment Control Act of 1974 

grants the president the power to defer any 

appropriated spending to a later point in the 

fiscal year, so long as the White House notifies 

Congress of such an action.
16

 While any 

deferment could be overturned by Congress, 

this could allow the president dealing with the 

debt ceiling to keep national defense and other 

absolutely essential programs active for an 

extended period. 

 

Regardless of difficulty, this is a 

strategy the president and Treasury Secretary 

could employ to buy significant amounts of 

time to negotiate comprehensive budget 

reform coupled with any eventual agreement 

on the debt ceiling. To suggest that programs 

like Social Security and Medicare, along with 

national security as a whole, are in jeopardy if 

the debt ceiling is not elevated in the 

immediate future is inaccurate. Secretary 

Geithner’s suggestion otherwise is therefore 

nothing more than the Washington Monument 

Strategy at work, applying political pressure 

by shutting down the most visible and 

important programs to millions of Americans, 

rather than taking a more responsible approach 

to spending cuts.  
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Conclusion 

 

 There are indeed inherent differences 

between a shutdown as the result of a funding 

gap and one stemming from legally limited 

borrowing under a debt ceiling. Nonetheless, 

past precedent of essential agencies’ ability to 

operate on limited resources and legal powers 

afforded to the president and the Treasury 

Department suggests that a government 

shutdown, if properly addressed and managed, 

is far from the economic apocalypse that the 

White House and Congress’s big spenders 

claim it to be.  


