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Friends or Reconciled Foes? 
Understanding how Congress can pass the infrastructure bill. 
 
Kathryn Asher, New York 

Once a spending bill is passed in the U.S. House of Representatives—which holds the “power of the 
purse”—with a simple majority rule, it enters a complicated voting process in the Senate. A regular bill 
requires a friendly attitude toward the proposed law, as 60 favorable votes—or a three-fifths majority—
need to be gathered in the Senate to overcome the filibuster. The filibuster rule requires 60 members of 
the Senate (again, 3/5) to end the debate period on a bill and move it to the floor for a vote; without those 
60 votes, the bill can remain in debate and never move to a vote. However, the Senate is currently split 
50-50 among Democrats and Republicans, with Vice President Kamala Harris owning a tie-breaking vote 
for the Democrats; such an even split makes it nearly impossible for Democrats to pass much of the 
legislation President Joe Biden is proposing through this process, even with that tie breaker. The 
alternative relies on a reconciliation process, which needs only a simple majority (51 votes).  
 
So, what is budget reconciliation? 
• A budget reconciliation bill starts with a budget resolution. This is the plan for spending and tax bills 

that Congress is supposed to pass each year. 
• Congress can pass one budget resolution for every fiscal year. Therefore, there is generally only one 

budget reconciliation bill per fiscal year, although it can technically be split into three bills: one on 
spending, one on the debt limit, and one on taxes. 

• For the reconciliation process to start, the House and Senate must first agree on a budget resolution 
that includes “reconciliation instructions.” These are targets for committees to lower or raise 
revenues or spending. For example, a rule could be that the measures included within the bill cannot 
increase the deficit by more than $2 trillion over the next three fiscal years. Once these rules are set, 
various committees work on recommendations for different aspects of the bill. Then these come 
together to create one omnibus bill—another name for the reconciliation bill—which can then pass 
with a simple majority in both the House and Senate. Once Congress approves it, the bill then heads 
to the president, who will either sign or veto it. 

 
If there’s only supposed to be one per year, how can there be two this year? 
• In reality, Congress does not pass a budget resolution every year. Under the Trump administration, 

they did not pass a 2021 budget resolution (FY2021 ends September 30, 2021). This is how Congress 
passed the $1.9 trillion American Rescue Plan. One option to pass the infrastructure bill is to use the 
FY 2022 budget resolution (FY2022 ends September 30, 2022). 

 
However, there is a rule that budget reconciliation must follow: the Byrd Rule. Named for 
the late Sen. Robert Byrd (D-West Virgnina), the Byrd Rule stipulates three things. 
• Reconciliation bills must affect federal spending or revenue, and policies within the reconciliation 

bill may not just be “merely incidental” (this is why a $15 minimum wage could be excluded from the 
American Rescue Plan);  
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• They can’t be projected to increase the federal deficit after 10 years (this is why the 2017 tax overhaul 
reconciliation bill set some tax breaks to expire before the 10th year—even though most people 
thought they would be extended when the time eventually came); and  

• They can’t change Social Security. 
 
There are two “referees” when it comes to what can and cannot be included in a 
reconciliation bill. 
• The first is the Congressional Budget Office (CBO), which projects the total cost of a bill. If the rules 

set at the beginning of the process stipulate, for example, that measures cannot increase the deficit 
by more than $2 trillion and the CBO projects it will increase the deficit by $3 trillion, then $1 
trillion will need to be cut from the bill. 

• The second is the Senate parliamentarian (currently Elizabeth McDonough)—this person (an 
appointed position) makes the final decision on whether a policy’s budgetary impact is “incidental” 
or not (under the Byrd Rule). It is worth noting that there is some grey area here on whether the 
parliamentarian’s ruling is actually final—but a parliamentarian hasn’t been overruled since 1975. 

 
Why does this matter? 
• While a bipartisan deal is currently being negotiated, if it fails, a reconciliation bill would be the 

Democrats only likely option to pass infrastructure spending. 
• Moreover, since Democrats don’t need the support of any Republicans, Democrats could pass more 

spending (and spending on areas not supported by Republicans through the reconciliation process) 
than through a bipartisan deal. 

• In conclusion, this means that if spending is passed through reconciliation, the likelihood of more 
money being injected to the U.S. economy is greater. 

 
If Democrats can get what they want through reconciliation, why not just forget about a 
bipartisan deal?  
• As always, this is a product of politics. The midterm elections are around the corner, in November 

2022, and history shows that the majority party in this position typically loses seats—and therefore 
power. A bipartisan deal is likely a more politically friendly path for many—particularly for those 
lawmakers in swing districts, or more centrist Democrats. 

• It’s also not necessarily as easy as it seems. Given the 50-50 split in the Senate, the Democrats can’t 
afford to lose any Democratic support, particularly from their more centrist members. (In fact we 
saw a reconciliation bill fall victim to this when Republicans attempted to repeal the Affordable Care 
Act but ultimately did not get enough votes.) 

 
This complex process has both economic and political implications. President Biden only has one chance 
to pass a big stimulus plan by reconciliation this fiscal year. While reconciliation could ultimately let the 
Democrats pass an infrastructure bill they want, it will still be difficult to get all Senate Democrats to sign 
on, which could mean a tough re-election battle for some. 
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IMPORTANT INFORMATION 
 
Any forecasts in this document are based upon Barings opinion of the market at the date of preparation and are subject to change 
without notice, dependent upon many factors. Any prediction, projection or forecast is not necessarily indicative of the future or likely 
performance. Investment involves risk. The value of any investments and any income generated may go down as well as up and is not 
guaranteed. Past performance is no indication of current or future performance. PAST PERFORMANCE IS NOT NECESSARILY 
INDICATIVE OF FUTURE RESULTS. Any investment results, portfolio compositions and or examples set forth in this document are 
provided for illustrative purposes only and are not indicative of any future investment results, future portfolio composition or 
investments. The composition, size of, and risks associated with an investment may differ substantially from any examples set forth in 
this document. No representation is made that an investment will be profitable or will not incur losses. Where appropriate, changes in 
the currency exchange rates may affect the value of investments. Prospective investors should read the offering documents, if 
applicable, for the details and specific risk factors of any Fund/Strategy discussed in this document. For Professional 
Investors/Institutional Investors only. This document should not be distributed to or relied on by Retail/Individual Investors. Barings 
LLC, Barings Securities LLC, Barings (U.K.) Limited, Barings Global Advisers Limited, Barings Australia Pty Ltd, Barings Japan 
Limited, Baring Asset Management Limited, Baring International Investment Limited, Baring Fund Managers Limited, Baring 
International Fund Managers (Ireland) Limited, Baring Asset Management (Asia) Limited, Baring SICE (Taiwan) Limited, 
BaringAsset Management Switzerland Sàrl, and Baring Asset Management Korea Limited each are affiliated financial service 
companies owned by Barings LLC (each, individually, an "Affiliate"), together known as "Barings." Some Affiliates may act as an 
introducer or distributor of the products and services of some others and may be paid a fee for doing so. 
 
NO OFFER: The document is for informational purposes only and is not an offer or solicitation for the purchase or sale of any 
financial instrument or service in any jurisdiction. The material herein was prepared without any consideration of the investment 
objectives, financial situation or particular needs of anyone who may receive it. This document is not, and must not be treated as, 
investment advice, an investment recommendation, investment research, or a recommendation about the suitability or 
appropriateness of any security, commodity, investment, or particular investment strategy, and must not be construed as a 
projection or prediction. 
 
In making an investment decision, prospective investors must rely on their own examination of the merits and risks involved and 
before making any investment decision, it is recommended that prospective investors seek independent investment, legal, tax, 
accounting or other professional advice as appropriate. Unless otherwise mentioned, the views contained in this document are those 
of Barings. These views are made in good faith in relation to the facts known at the time of preparation and are subject to change 
without notice. Individual portfolio management teams may hold different views than the views expressed herein and may make 
different investment decisions for different clients. Parts of this document may be based on information received from sources we 
believe to be reliable. Although every effort is taken to ensure that the information contained in this document is accurate, Barings 
makes no representation or warranty, express or implied, regarding the accuracy, completeness or adequacy of the information.  
 
OTHER RESTRICTIONS: The distribution of this document is restricted by law. No action has been or will be taken by Barings to 
permit the possession or distribution of the document in any jurisdiction, where action for that purpose may be required. Accordingly, 
the document may not be used in any jurisdiction except under circumstances that will result in compliance with all applicable laws 
and regulations. Any service, security, investment or product outlined in this document may not be suitable for a prospective investor 
or available in their jurisdiction.  
 
Copyright and Trademark: Copyright © 2021 Barings. Information in this document may be used for your own personal use, but 
may not be altered, reproduced or distributed without Barings’ consent. 
 
The BARINGS name and logo design are trademarks of Barings and are registered in U.S. Patent and Trademark Office and in other 
countries around the world. All rights are reserved. 
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