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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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Skyrocketing Deficits UnderSkyrocketing Deficits Under
GOP Budget Conference ReportGOP Budget Conference Report

(Without Social Security)(Without Social Security)
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Gross Federal Debt 
Assuming Enactment of GOP Budget Conference Report
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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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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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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





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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CBO Concludes CBO Concludes ““DynamicDynamic”” Effect of Bush Effect of Bush 
Budget Would Be Small and Possibly NegativeBudget Would Be Small and Possibly Negative

““[T]he net effect [of the proposals in the [T]he net effect [of the proposals in the 
PresidentPresident’’s budget] on economic output could s budget] on economic output could 
be either positive or negative...Importantly, be either positive or negative...Importantly, 
regardless of its direction, the net effect on regardless of its direction, the net effect on 
output through longoutput through long--term changes to the term changes to the 
supply side of the economysupply side of the economy……would probably would probably 
be small.be small.””

––CBO Analysis of the PresidentCBO Analysis of the President’’s Budgetarys Budgetary
Proposals for Fiscal Year 2004Proposals for Fiscal Year 2004

March, 2003March, 2003



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



Only Three of Seven LongOnly Three of Seven Long--Term CBO “Dynamic” Estimates Term CBO “Dynamic” Estimates 
Show Smaller Deficits Than Under “Static” ScoringShow Smaller Deficits Than Under “Static” Scoring
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Using “static” scoring, CBO projects Bush budget 
has $2.71 T impact on deficit

($ trillions)($ trillions)

*These three CBO estimates assume taxpayers will work harder thi*These three CBO estimates assume taxpayers will work harder this decade to save for s decade to save for 
higher taxes that will be required to balance budget and servicehigher taxes that will be required to balance budget and service debt in 2014 and beyond.debt in 2014 and beyond.
Source:  CBOSource:  CBO

CBO estimates show lower deficits relative to “static” 
scoring only by assuming large tax increases ($250 B 
relative to today’s economy) beginning in 2014.*

--$2.56 T$2.56 T --$2.51 T$2.51 T
--$2.26 T$2.26 T



Uncertainty in Surplus ProjectionsUncertainty in Surplus Projections
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“Although the dividends tax cut Bush seeks might “Although the dividends tax cut Bush seeks might 
someday be a reasonable step, that day is not now. someday be a reasonable step, that day is not now. 
Not amid talk of a federal deficit approaching $500 Not amid talk of a federal deficit approaching $500 
billion next year. Not when Alan Greenspan, the billion next year. Not when Alan Greenspan, the 
Federal Reserve chairman Bush just reappointed, Federal Reserve chairman Bush just reappointed, 
sees no economic stimulus in a plan he said, if sees no economic stimulus in a plan he said, if 
enacted, should be paid for by offsets elsewhere to enacted, should be paid for by offsets elsewhere to 
avoid the danger of deeper deficits. Not when there avoid the danger of deeper deficits. Not when there 
is no end in sight to the costs of reis no end in sight to the costs of re--creating Iraq as creating Iraq as 
a democracy.”a democracy.”

““The tax cut tourThe tax cut tour” ” 

Cleveland Plain Dealer,Cleveland Plain Dealer, April 24, 2003April 24, 2003



“The national debt isn't free. We'll pay interest on it “The national debt isn't free. We'll pay interest on it 
for decades. Every dollar of interest is a dollar that for decades. Every dollar of interest is a dollar that 
can't be used for education, law enforcement, can't be used for education, law enforcement, 
defense, or help for the poor and elderly. The public defense, or help for the poor and elderly. The public 
senses this, and that's why it's not eager for a new senses this, and that's why it's not eager for a new 
tax cut...tax cut...

“In fact, Mr. Bush is steering the economy toward “In fact, Mr. Bush is steering the economy toward 
an iceberg. Massive deficits year after year an iceberg. Massive deficits year after year 
contribute to higher interest rates. Higher rates can contribute to higher interest rates. Higher rates can 
choke off prosperity.”choke off prosperity.”

““War and taxesWar and taxes””

St. Louis PostSt. Louis Post--Dispatch, Dispatch, April 16, 2003April 16, 2003
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Jobs DeclineJobs Decline
2.7 Million Jobs Lost Since January 20012.7 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                      Apr 2003                     Apr 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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Revenues as a Percent of GDPRevenues as a Percent of GDP

Source:   OMB and Center on Budget and Policy PrioritiesSource:   OMB and Center on Budget and Policy Priorities

19581958 19631963 19681968 19731973 19781978 19831983 19881988 19931993 19981998 20032003
15%15%
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19%19%

21%21%

16.1%
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Headed Toward Lowest Level Since 1959Headed Toward Lowest Level Since 1959




