
GOP Budget Agreement on Tax CutsGOP Budget Agreement on Tax Cuts
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Unified Surplus Disappears Under GOP Budget PoliciesUnified Surplus Disappears Under GOP Budget Policies
Nearly $7.6 Trillion Reversal in 2 YearsNearly $7.6 Trillion Reversal in 2 Years

(FY 2002(FY 2002--2011)2011)

Source:  January 2001 Source:  January 2001 -- CBO January 2001 baselineCBO January 2001 baseline
April  2003 April  2003 -- GOP FY 2004 Budget Conference ReportGOP FY 2004 Budget Conference Report
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Reasons for $7.6 Trillion Reversal in Surplus ProjectionsReasons for $7.6 Trillion Reversal in Surplus Projections
FY 2002FY 2002--20112011

Tax CutsTax Cuts

OtherOther
LegislationLegislation

Economic Economic 
DownturnDownturn

Technical ChangesTechnical Changes
(primarily lower revenues)(primarily lower revenues)

Note:  Reflects changes in projections from January 2001Note:  Reflects changes in projections from January 2001
to March 2003, including GOP budget policiesto March 2003, including GOP budget policies
Source:  CBO and FY 2004 GOP Budget Conference ReportSource:  CBO and FY 2004 GOP Budget Conference Report
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Raid on Social Security in GOPRaid on Social Security in GOP
Budget Conference ReportBudget Conference Report

(FY 2003(FY 2003--2013; $ billions)2013; $ billions)

Raid on Raid on 
Social SecuritySocial Security

Surplus not Surplus not 
used in 2012used in 2012--20132013

Source:  Conference Report on FY 2004 Budget ResolutionSource:  Conference Report on FY 2004 Budget Resolution
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Skyrocketing Deficits UnderSkyrocketing Deficits Under
GOP Budget Conference ReportGOP Budget Conference Report

(Without Social Security)(Without Social Security)
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Bush Administration on Importance Bush Administration on Importance 
of Paying Down Debtof Paying Down Debt

“...(M)y budget pays down a record amount“...(M)y budget pays down a record amount
of national debt.  We will pay off $2 trillion of of national debt.  We will pay off $2 trillion of 
debt over the next decade.  That will be the debt over the next decade.  That will be the 
largest debt reduction of any country, ever.  largest debt reduction of any country, ever.  
Future generations shouldn't be forced toFuture generations shouldn't be forced to
pay back money that we have borrowed.  We pay back money that we have borrowed.  We 
owe this kind of responsibility to our children owe this kind of responsibility to our children 
and grandchildren.”and grandchildren.”

––President George W. BushPresident George W. Bush
Radio AddressRadio Address
March 3, 2001March 3, 2001



Gross Federal Debt 
Assuming Enactment of GOP Budget Conference Report
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President Bush Promises toPresident Bush Promises to
Not Pass on ProblemsNot Pass on Problems

––President George W. BushPresident George W. Bush
State of the Union AddressState of the Union Address
January 28, 2003January 28, 2003

““This country has many challenges. This country has many challenges. 
We will not deny, we will not ignore, we We will not deny, we will not ignore, we 
will not pass along our problems to will not pass along our problems to 
other Congresses, to other presidents other Congresses, to other presidents 
and other generations.and other generations.””



GOP Budget Conference Report Calls GOP Budget Conference Report Calls 
for Largest Debt Limit Increase Everfor Largest Debt Limit Increase Ever
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Total Federal Interest Costs
Increase by $1.7 Trillion

January 2001 versus FY 2004 GOP Budget Conference Report, FY 2002-11

Source:  CBO and Senate Budget Committee
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Tax Cuts Explode as Trust FundTax Cuts Explode as Trust Fund
Cash Surpluses Become DeficitsCash Surpluses Become Deficits

FY 2003FY 2003--20232023
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(Billions of Dollars)(Billions of Dollars)

Source:  2002 Trustees Report, CBO, and Senate Budget Committee Source:  2002 Trustees Report, CBO, and Senate Budget Committee StaffStaff
Note:  Tax cut includes associated interest costs.Note:  Tax cut includes associated interest costs.



Fed Chairman Alan Greenspan Fed Chairman Alan Greenspan 
Believes Deficits MatterBelieves Deficits Matter

““There is no question that as deficitsThere is no question that as deficits
go up, contrary to what some have said, go up, contrary to what some have said, 
it does affect longit does affect long--term interest rates.  It term interest rates.  It 
does have a negative impact on the does have a negative impact on the 
economy, unless attended.economy, unless attended.””

––Testimony before the Senate Banking CommitteeTestimony before the Senate Banking Committee
February 11, 2003February 11, 2003



Committee for Economic Development (CED) Committee for Economic Development (CED) 
–– FindingsFindings ––

•• Current budget projections seriously understate the Current budget projections seriously understate the 
problem.problem.

•• While slower economic growth has caused much of While slower economic growth has caused much of 
the immediate deterioration in the deficit, the deficits the immediate deterioration in the deficit, the deficits 
in later years reflect our tax and spending choices.in later years reflect our tax and spending choices.

•• Deficits Deficits dodo matter.matter.

•• The aging of our population compounds the problem.The aging of our population compounds the problem.

Source: Source: CED Policy Statement, CED Policy Statement, ““Exploding Deficits, Declining Growth: Exploding Deficits, Declining Growth: 
The Federal Budget and the Aging of America,The Federal Budget and the Aging of America,”” March 2003March 2003
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Jobs DeclineJobs Decline
2.6 Million Jobs Lost Since January 20012.6 Million Jobs Lost Since January 2001

(Millions)(Millions)

Source:  Bureau of Labor StatisticsSource:  Bureau of Labor Statistics

Note:  Private Sector JobsNote:  Private Sector Jobs

Jan 2001Jan 2001 Jan 2002Jan 2002                      Mar 2003                     Mar 2003



Bush Economic Record:Bush Economic Record:
First Administration to Lose Private Sector Jobs in 70 YearsFirst Administration to Lose Private Sector Jobs in 70 Years
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TwoTwo--Thirds of Americans SupportThirds of Americans Support
Smaller SenateSmaller Senate--Passed Tax CutPassed Tax Cut

““On the home front, Americans strongly agreed with On the home front, Americans strongly agreed with 
the past weekthe past week’’s Senate action to slash the presidents Senate action to slash the president’’s s 
proposed tax cut. Two in three respondents proposed tax cut. Two in three respondents ––
Republicans, Democrats and independents alike Republicans, Democrats and independents alike ––
favored the Senate plan to reduce Bushfavored the Senate plan to reduce Bush’’s $726 billion s $726 billion 
tax cut by more than half to help pay for the war, tax cut by more than half to help pay for the war, 
shore up Social Security and reduce the deficit.shore up Social Security and reduce the deficit.

““Nearly three in 10 wanted the tax cut eliminated Nearly three in 10 wanted the tax cut eliminated 
entirely, the poll found.entirely, the poll found.””

––Source:  Source:  Washington PostWashington Post article, article, ““Support for War Is Firm, Support for War Is Firm, 
Poll Finds; On Home Front, Trimming BushPoll Finds; On Home Front, Trimming Bush’’s Proposed Tax s Proposed Tax 

Cut Has 65 Percent Backing,Cut Has 65 Percent Backing,”” March 30, 2003March 30, 2003
Washington Post/ABC News pollWashington Post/ABC News poll



Uncertainty in Surplus ProjectionsUncertainty in Surplus Projections
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Democratic Plan Trumps Bush Plan in Both Democratic Plan Trumps Bush Plan in Both 
Short and Long TermShort and Long Term

Source:  Mark Zandi, Economy.com, “The Economic Impact of the BuSource:  Mark Zandi, Economy.com, “The Economic Impact of the Bush and Congressional Democratic sh and Congressional Democratic 
Economic Stimulus Plans”, February, 2003.Economic Stimulus Plans”, February, 2003.
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Four of Seven LongFour of Seven Long--Term CBO “Dynamic” Estimates of Bush Term CBO “Dynamic” Estimates of Bush 
Budget Show Larger Deficits Than Under “Static” ScoringBudget Show Larger Deficits Than Under “Static” Scoring
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Using “static” scoring, CBO projects Bush 
budget has $2.71 T impact on deficit

D

($ in trillions)($ in trillions)

-$2.97 T
-$2.76 T-$2.89 T-$3.04 T


