


Uncertainty in Surplus ProjectionsUncertainty in Surplus Projections
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Deficits in 2003 and 2004 Far ExceedDeficits in 2003 and 2004 Far Exceed
Previous Record in Dollar TermsPrevious Record in Dollar Terms
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Deficit as a Share of Economy NearsDeficit as a Share of Economy Nears
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““When President Bush and his advisers talk about the widening When President Bush and his advisers talk about the widening 
federal budget deficit, they usually place part of the blame on federal budget deficit, they usually place part of the blame on 
economic shocks ranging from the recession of 2001 to the economic shocks ranging from the recession of 2001 to the 
terrorist attacks that year.terrorist attacks that year. But a report released on Monday by the But a report released on Monday by the 
nonpartisan Congressional Budget Office estimated that economic nonpartisan Congressional Budget Office estimated that economic 
weakness would account for only 6 percent of a budget shortfall weakness would account for only 6 percent of a budget shortfall 
that could reach a record $500 billion this year...that could reach a record $500 billion this year...

“The new numbers confirm what many analysts have predicted for “The new numbers confirm what many analysts have predicted for 
some time: that budget deficits in the decade ahead will stem lesome time: that budget deficits in the decade ahead will stem less ss 
from the lingering effects of the downturn and much more from from the lingering effects of the downturn and much more from 
rising government spending and progressively deeper tax cuts.”rising government spending and progressively deeper tax cuts.”

CBO Report Shows Bush WrongCBO Report Shows Bush Wrong
to Blame Economy for Deficitsto Blame Economy for Deficits

–– New York Times,New York Times,
“Deficit Study Disputes Role Of Economy”“Deficit Study Disputes Role Of Economy”
By Edmund L. AndrewsBy Edmund L. Andrews
March 16, 2004March 16, 2004



 Deficits  Deficits Skyrocket with Bush Budget Policies,Skyrocket with Bush Budget Policies,
AMT Reform, and Ongoing War CostsAMT Reform, and Ongoing War Costs

Source:  CBO, SBCSource:  CBO, SBC
Note:  CBO March 2004 reestimate of Bush budget plus Note:  CBO March 2004 reestimate of Bush budget plus AMTAMT
reform and CBO estimate of ongoing war costs.reform and CBO estimate of ongoing war costs.
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GOP Budgets Provide Only ShortGOP Budgets Provide Only Short--Term Term 
Funding for Ongoing Operations in Iraq, Funding for Ongoing Operations in Iraq, 

Afghanistan, and Continuing War on TerrorAfghanistan, and Continuing War on Terror

Source:  OMB, SBC, and CBO Report, July 2003, “The Source:  OMB, SBC, and CBO Report, July 2003, “The 
LongLong--Term Implications of Current Defense Plans”Term Implications of Current Defense Plans”
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Bush Budget Hides the Full StoryBush Budget Hides the Full Story

Source:  CBOSource:  CBO
Note:  Includes interest costNote:  Includes interest cost
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Bush Budget Hides the Full StoryBush Budget Hides the Full Story

Source:  CBOSource:  CBO
Note:  Cost to reform AMT if tax cuts areNote:  Cost to reform AMT if tax cuts are
made permanent, including interest.made permanent, including interest.
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Bush Budget Hides the Full StoryBush Budget Hides the Full Story
Every Penny of Social Security Surplus SpentEvery Penny of Social Security Surplus Spent

Source:Source: CBOCBO
Note:  Amount of Social Security surplus spent on tax cuts and oNote:  Amount of Social Security surplus spent on tax cuts and other things,ther things,
instead of saved to prepare for retirement of baby boom generatiinstead of saved to prepare for retirement of baby boom generation.on.
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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 December 2003Note:  As of December 2003

JapanJapan $545 B$545 B
ChinaChina $149 B$149 B
United KingdomUnited Kingdom $113 B$113 B
“Caribbean Banking Centers”“Caribbean Banking Centers” $69 B$69 B
Hong KongHong Kong $58 B$58 B
TaiwanTaiwan $46 B$46 B
GermanyGermany $45 B$45 B
OPECOPEC $44 B$44 B
South KoreaSouth Korea $43 B$43 B
SwitzerlandSwitzerland $40 B$40 B



Dollar Declines More Than
30 Percent Against Euro
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Economists Worry About LongEconomists Worry About Long--Term Effects Term Effects 
of Weak Dollar and Heavy U.S. Borrowingof Weak Dollar and Heavy U.S. Borrowing

““Currency traders fretting over that dependency Currency traders fretting over that dependency 
have been selling dollars fast and buying euros have been selling dollars fast and buying euros 
furiously. The fear is that foreigners will tire of furiously. The fear is that foreigners will tire of 
financing America’s appetites. Foreign investors financing America’s appetites. Foreign investors 
will dump U.S. assets, especially stocks and will dump U.S. assets, especially stocks and 
bonds, sending financial markets plummeting. bonds, sending financial markets plummeting. 
Interest rates will shoot up to entice them back. Interest rates will shoot up to entice them back. 
Heavily indebted Americans will not be able to Heavily indebted Americans will not be able to 
keep up with rising interest payments. Inflation, keep up with rising interest payments. Inflation, 
bankruptcies and economic malaise will follow.”bankruptcies and economic malaise will follow.”

–– Washington Post Washington Post articlearticle
““Weak Dollar Helps U.S. Firms, for NowWeak Dollar Helps U.S. Firms, for Now””
January 26, 2004January 26, 2004





President Bush Promised to President Bush Promised to 
Protect Social SecurityProtect Social Security

““None of the Social Security surplus None of the Social Security surplus 
will be used to fund other spending will be used to fund other spending 
initiatives or tax relief.”initiatives or tax relief.”

–– Excerpt from President BushExcerpt from President Bush’’s FY 2002 Budgets FY 2002 Budget
A Blueprint for New BeginningsA Blueprint for New Beginnings



Cost of Bush Tax Cuts vs. Social Security SurplusCost of Bush Tax Cuts vs. Social Security Surplus
(FY 2005(FY 2005--2014)2014)
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Revenues as a Percent of GDPRevenues as a Percent of GDP

Source:   CBOSource:   CBO
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The Job-Loss RecoveryThe Job-Loss Recovery
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Senate Budget Plan Increases the DeficitSenate Budget Plan Increases the Deficit
by $178 Billion Over 5 Yearsby $178 Billion Over 5 Years
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The Wrong Priorities:The Wrong Priorities:
Senate GOP Plan to Cut No Child Left Behind Senate GOP Plan to Cut No Child Left Behind 

Saves Little Compared to Cost of Saves Little Compared to Cost of 
Tax Cuts for Top One PercentTax Cuts for Top One Percent

Source:  OMB, CBO, SBC based on Tax Policy Center data, CitizensSource:  OMB, CBO, SBC based on Tax Policy Center data, Citizens for Tax Justice, and            for Tax Justice, and            
Department of EducationDepartment of Education
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The Wrong Priorities:The Wrong Priorities:
Senate GOP Plan to Cut Firefighter Funding Senate GOP Plan to Cut Firefighter Funding 

Saves Little Compared to Cost of Saves Little Compared to Cost of 
Tax Cuts for Top One PercentTax Cuts for Top One Percent

Source:  OMB, CBO, SBC based on Tax Policy Center data and CitizSource:  OMB, CBO, SBC based on Tax Policy Center data and Citizens for Tax Justiceens for Tax Justice
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House Budget Plan Increases the DeficitHouse Budget Plan Increases the Deficit
by $301 Billion Over 5 Yearsby $301 Billion Over 5 Years

Increase Above CBO Baseline DeficitIncrease Above CBO Baseline Deficit
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House GOP Budget ExceedsHouse GOP Budget Exceeds
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Source:  CBO and Senate Budget CommitteeSource:  CBO and Senate Budget Committee

$1

$2

$3

($ in Trillions)($ in Trillions)

Increase in Gross Debt Under GOP PlansIncrease in Gross Debt Under GOP Plans
Almost the Same as Under Bush BudgetAlmost the Same as Under Bush Budget

(Increase in Gross Debt Between 2004(Increase in Gross Debt Between 2004--2009)2009)

$3.0 T $2.9 T

Bush Budget Bush Budget Senate GOPSenate GOP House GOPHouse GOP

$3.0 T



Fed Reserve Chairman Greenspan Fed Reserve Chairman Greenspan 
on Restoring PAYGOon Restoring PAYGO

““I would, first, Mr. Chairman, restore PAYGO I would, first, Mr. Chairman, restore PAYGO 
and discretionary caps. Without a process for and discretionary caps. Without a process for 
evaluating various tradeevaluating various trade--offs, I see no way offs, I see no way 
that any group such as a Congress can come that any group such as a Congress can come 
to a set of priorities which will be effectively to a set of priorities which will be effectively 
reflecting the will of the American people.”reflecting the will of the American people.”

−− Federal Reserve Chairman Alan GreenspanFederal Reserve Chairman Alan Greenspan
Testimony before the House Budget Committee Testimony before the House Budget Committee 
February 25, 2004February 25, 2004


