
GOP Budget Conference Report IncreasesGOP Budget Conference Report Increases
the Deficit by $168 Billion Over 5 Yearsthe Deficit by $168 Billion Over 5 Years
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Three Chapters ofThree Chapters of
GOP ReconciliationGOP Reconciliation

Chapter 1Chapter 1 Mandatory Spending Cuts Mandatory Spending Cuts -- $39 B$39 B

Chapter 2Chapter 2 Tax Cuts Tax Cuts -- $70 B$70 B

Chapter 3Chapter 3 Debt Limit Increase Debt Limit Increase -- $781 B$781 B



GOP Budget Reconciliation GOP Budget Reconciliation 
Increases Deficit by $31 BillionIncreases Deficit by $31 Billion
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Bush Administration Said Bush Administration Said 
No Fear of Budget DeficitsNo Fear of Budget Deficits

““[W]e can proceed with tax relief [W]e can proceed with tax relief 
without fear of budget deficits, even without fear of budget deficits, even 
if the economy softens.if the economy softens.””

––President BushPresident Bush
Remarks at Western Michigan UniversityRemarks at Western Michigan University
March 27, 2001March 27, 2001



Bush Deficits Far Worse ThanBush Deficits Far Worse Than
Scenarios Projected by CBO in 2001Scenarios Projected by CBO in 2001
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Bush Administration Promised Deficits Bush Administration Promised Deficits 
Would be Small and ShortWould be Small and Short--TermTerm

““……[O]ur budget will run a deficit that will [O]ur budget will run a deficit that will 
be small and shortbe small and short--term...term...””

––President George W. BushPresident George W. Bush
State of the Union AddressState of the Union Address

January 29, 2002January 29, 2002



Dramatic Deterioration in BudgetDramatic Deterioration in Budget
Picture Over Last Five YearsPicture Over Last Five Years
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Spending and Revenues
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Note: CBO August 2005 Budget and Economic Outlook, w ith administration's policies as
reestimated by CBO in March and CBO's estimate of ongoing war costs and AMT reform.



Bush Administration Bush Administration TriedTried to Downplay to Downplay 
Significance of DeficitsSignificance of Deficits

““[[O]urO]ur budget gap is small by historical budget gap is small by historical 
standards.”standards.”

–– President BushPresident Bush’’s FY 2004 Budget, page 1s FY 2004 Budget, page 1
February 2003February 2003



Increase in Debt in 2005 is Far GreaterIncrease in Debt in 2005 is Far Greater
Than the $319 Billion DeficitThan the $319 Billion Deficit
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Debt Increase as a Percent Debt Increase as a Percent 
of GDP in FY 2005of GDP in FY 2005
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Social Security SurplusSocial Security Surplus
(1983 - 2010)(1983 - 2010)
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Bush Administration Promised DeficitsBush Administration Promised Deficits
Will be Reduced in the FutureWill be Reduced in the Future

So I can say to you that the deficit So I can say to you that the deficit 
will be cut in half over the next will be cut in half over the next 
five years…”five years…”

–– President George W. BushPresident George W. Bush
Remarks in Annandale, VirginiaRemarks in Annandale, Virginia
August 9, 2004August 9, 2004



Long-Term Budget OutlookLong-Term Budget Outlook

Source:  OMB, CBO, SBC Democratic staffSource:  OMB, CBO, SBC Democratic staff
Note:  CBO August 2005 Budget and Economic Outlook, w ithNote:  CBO August 2005 Budget and Economic Outlook, w ith
administration's policies as reestimated by CBO in Marchadministration's policies as reestimated by CBO in March
and CBO's estimate of ongoing war costs and AMT reform.and CBO's estimate of ongoing war costs and AMT reform.
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LongLong--Term War Costs Term War Costs 
UnderfundedUnderfunded

Note:  Ongoing military operations include operations in Iraq, ANote:  Ongoing military operations include operations in Iraq, Afghanistan, fghanistan, 
and the continuing war on terrorism. Both House and Senate 2006 and the continuing war on terrorism. Both House and Senate 2006 Defense Defense 
Appropriations bills include amounts for ongoing military operatAppropriations bills include amounts for ongoing military operations.ions.
Source:  OMB, CBOSource:  OMB, CBO
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Source:  CBO, Bush FY 2006 BudgetSource:  CBO, Bush FY 2006 Budget
Note:  Includes debt service.Note:  Includes debt service.
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Source:  CBOSource:  CBO
Note:  Includes interest cost, assumes tax cuts made permanent.Note:  Includes interest cost, assumes tax cuts made permanent.
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Bush Revenue Projections Assume Bush Revenue Projections Assume 
No AMT Fix:  29 Million TaxpayersNo AMT Fix:  29 Million Taxpayers

to be Hit by AMT in 2010to be Hit by AMT in 2010

Source: Joint Committee on TaxationSource: Joint Committee on Taxation
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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



Note:  Gross debt, adjusted to include administration’s policiesNote:  Gross debt, adjusted to include administration’s policies
and omitted costs for AMT reform and ongoing war costs.and omitted costs for AMT reform and ongoing war costs.
Source:  CBO, OMB, and SBC Democratic staffSource:  CBO, OMB, and SBC Democratic staff
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Every minute in 2005, Republican Every minute in 2005, Republican 
budget policies addedbudget policies added

to the National Debt.to the National Debt.



Foreign Holdings of U.S. Treasury Foreign Holdings of U.S. Treasury 
Debt Have More Than Doubled Debt Have More Than Doubled 

Under Bush AdministrationUnder Bush Administration

Source: U.S. TreasurySource: U.S. Treasury
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President Bush Does in 4 Years WhatPresident Bush Does in 4 Years What
42 Presidents Managed in 224 Years42 Presidents Managed in 224 Years

Source: U.S. TreasurySource: U.S. Treasury
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Top Ten Countries Holding Our Top Ten Countries Holding Our 
National DebtNational Debt

Source:  Department of TreasurySource:  Department of Treasury
Note:  As of August 2005Note:  As of August 2005

JapanJapan $684 B$684 B
ChinaChina $248 B$248 B
United KingdomUnited Kingdom $174 B$174 B
“Caribbean Banking Centers”“Caribbean Banking Centers” $103 B$103 B
TaiwanTaiwan $72 B$72 B
Germany Germany $65 B$65 B
South Korea South Korea $59 B$59 B
OPECOPEC $54 B$54 B
Canada Canada $48 B$48 B
Hong Kong Hong Kong $47 B$47 B



Source:  2005 Social Security Trustees ReportSource:  2005 Social Security Trustees Report
Note:  OASI beneficiariesNote:  OASI beneficiaries
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GOP Budget Reconciliation GOP Budget Reconciliation 
Increases Deficit by $31 BillionIncreases Deficit by $31 Billion
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*Debt limit was not increased between August 1997 and June 2002.*Debt limit was not increased between August 1997 and June 2002.
Source:  OMB and 2006 GOP Budget ResolutionSource:  OMB and 2006 GOP Budget Resolution
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Summary
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Dividends/Capital Gains Cut Provides Dividends/Capital Gains Cut Provides 
Millionaires a $35,000 Tax BreakMillionaires a $35,000 Tax Break
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Federal Reserve Chairman Greenspan Federal Reserve Chairman Greenspan 
Opposes DeficitOpposes Deficit--Financed Tax CutsFinanced Tax Cuts

““If you’re going to lower taxes, you If you’re going to lower taxes, you 
shouldn’t be borrowing essentially the shouldn’t be borrowing essentially the 
tax cut. And that over the long run is tax cut. And that over the long run is 
not a stable fiscal situation.”not a stable fiscal situation.”

–– Federal Reserve Chairman Alan GreenspanFederal Reserve Chairman Alan Greenspan
Testimony before House Budget CommitteeTestimony before House Budget Committee
September 8, 2004September 8, 2004




