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Leap in Deficit Instead of Fall Is Seen for U.S.
By EDMUND L. ANDREWS

ASHINGTON, Aug. 26 — Even if the economy rebounds strongly
w over the next few years, the federal budget deficit could climb for the
rest of the decade if Congress adopts proposals strongly supported by President
Bush, the Congressional Budget Office said today.

Offering a sharp contrast to recent projections by the White House, which had
said the budget deficit would hit $475 billion next year and decline significantly
after that, the Congressional report warns that annual deficits could rise rather
than fall.

The nonpartisan office said the deficit would be $480 billion next
year but could reach a cumulative total of $5.8 trillion by 2013.

Administration officials quickly dismissed the Congressional projections as too
speculative to take seriously, noting that long-term budget projections have
been notoriously inaccurate.

But the new analysisis nonetheless based on fairly cautious assumptions. It
assumes that economic growth will surge next year and remain solid for the rest
of the decade. The biggest reason for potentially much higher deficitsisthe
added cost of legislation that both the White House and the Republican majority
in Congress support.

That agendaincludes making aimost all the tax cuts of the past three years
permanent, which Congressional analysts said would cost $1.5 trillion over 10
years. It also includes the cost of amajor new prescription drug program for the
elderly, supported by Republicans and Democrats, that would cost $400 billion
over 10 years.

And it includes the cost of overhauling the Alternative Minimum Tax, which
under current law is expected to force tens of millions of taxpayers to pay much
higher taxes as their incomes rise with inflation. That change, supported by
Republicans and Democrats alike, would cost an additional $400 billion over 10
years.

Those adjustments alone would add about $500 billion to the deficit over the
next 5 years and about $2.7 trillion over 10 years. If government spending
continues to increase at anywhere near the rates of the past five years, the deficit
would surge far higher.

That would be in sharp contrast to Mr. Bush's outlook. Last month, the White
House Office of Management and Budget projected that the deficit would peak
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Leap in Deficit Instead of Fall Is Seen for U.S.

at $475 billion next year and decline to just $62 hillion in 2008.

The Congressiona "baseling" forecast, which is not allowed to consider the
costs of any legidative proposals not yet enacted, shows asimilar trend.

But when Congressional analysts spelled out in stark terms for the returning
Congress the costs of additional tax cuts and new Medicare benefits, the deficit
would remain at over $500 billion in 2008 and continue to climb after that.

Democrats immediately pounced on today's report to charge that Mr. Bush and
his Republican Congressional allies were leading the country into a fiscal
catastrophe just as today's baby-boom generation begins to approach retirement
age and start drawing heavily on Socia Security and Medicare entitlements.

"We have new numbers from the C.B.O., and what they show is that the
president is taking usinto the deep, dark hole of deficits and debt that will take
the nation many generations to recover from," said Senator Kent Conrad of
North Dakota, the ranking Democrat on the Senate Budget Committee.

Trent Duffy, spokesman for the White House budget office, countered that long-
term budget projections were inherently unreliable and said today's report
merely supported Mr. Bush's promise to reduce government spending.

"The only thing we know about 10-year projectionsisthat they areterribly,
terribly wrong," Mr. Duffy said today. "In 1993, 10 years ago today, C.B.O. did
not predict that in the late 1990's we would have a surplus.”

Douglas Holtz-Eakin, director of the Congressional Budget Office, emphasized
that his agency was not predicting huge new deficits so much as describing the
likely consequences of different policy decisions.

"We don't mean these as projections,” Mr. Holtz-Eakin told reporters today.
"They are meant to illustrate the range of possible outcomes.”

Nevertheless, today's attempt to estimate the broader fiscal outlook was similar
to projections by analysts from across the political spectrum. In June,
economists at Goldman Sachs predicted that the federal government would run
a 10-year deficit of $4.5 trillion. Congressional Democrats have come up with a
similar number, based on similar assumptions.

Continued
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http://www.nytimes.com/2003/08/27/politics/’27BUDG.html th (2 of 3)8/27/2003 12:47:12 AM



Leap in Deficit Instead of Fall Is Seen for U.S.

Wake up to the world with home delivery of The New York Times newspaper.

Click Here for 50% off

]

RELATED ARTICLES TOP WASHINGTON ARTICLES

» For Budget Shortfalls, Choose Grim or » Bush Declares Violence in Irag Tests U.S. Wil .
Grimmer (August 24, 2003) i

. G.O.P. Leader Brushes Off Pressure by Bush on = News Analysis: Inertia and Indecision at NASA match Com‘

[ ]

Taxes (June 11,2003) $ . Bill on Medicare Drug Benefit Is Stalled by House-

» BUSH WILL ACCEPT IDENTICAL BENEFITS Senate Republican Disagreement Advertiser Links
ON MEDICARE DRUGS (June 10, 2003) $ « Leap in Deficit Instead of Fall Is Seen for U.S.

. i . i All-Inclusive Jamaica
Economic Scene; The Congressional Budget . Air Force Lease With Boeing Seen Adding Billions to

Office's updated forecasting methods don't help from $199 per couple

the White House's argument for tax cuts. (April
17,2003) $

= Bush's Next Test (April 17, 2003) $

Cost

Buy Stocks for just $4
No minimums

$7 Trades at Scottrade

Find more results for Congressional Budget Office
and Budgets and Budgeting .

Copyright 2003 The New York Times Company | Home | Privacy Policy | Search | Corrections | Help | Back to Top s,width=575,height=580, top=0');window.
focus();; window.open = SymTmpWinOpen;" BORDER=0">

http://www.nytimes.com/2003/08/27/politics/’27BUDG.html th (3 of 3)8/27/2003 12:47:12 AM


http://www.nytimes.com/adx/bin/adx_click.html?type=goto&page=www.nytimes.com/yr/mo/day/politics&pos=Bottom1A&camp=nytcircfeat_footer&ad=newcirc_ad4.html&goto=%5F%5FQUERY%5F%5F&query=secure-homedelivery%2enytimes%2ecom%2fcgi-bin%2fgx%2ecgi%2fAppLogic%2bFTContentServer%3fpagename%3duser%252FContentMgt%252FPromoFeature%252FPromoFeatureT1P%26ExternalMediaCode%3dW11FZ
http://www.nytimes.com/adx/bin/adx_click.html?type=goto&page=www.nytimes.com/yr/mo/day/politics&pos=Bottom1A&camp=nytcircfeat_footer&ad=newcirc_ad4.html&goto=%5F%5FQUERY%5F%5F&query=secure-homedelivery%2enytimes%2ecom%2fcgi-bin%2fgx%2ecgi%2fAppLogic%2bFTContentServer%3fpagename%3duser%252FContentMgt%252FPromoFeature%252FPromoFeatureT1P%26ExternalMediaCode%3dW11FZ
http://www.nytimes.com/adx/bin/adx_click.html?type=goto&page=www.nytimes.com/yr/mo/day/politics&pos=Bottom3A&camp=match43-nyt8&ad=160x160.gif&goto=http%3A%2F%2Fwww%2Ematch%2Ecom%2Findex%2Easp%3FTrackingID%3D509706%26BannerID%3D526926
http://www.nytimes.com/adx/bin/adx_click.html?type=goto&page=www.nytimes.com/yr/mo/day/politics&pos=Right5&camp=renjam04b-nyt4&ad=renjam04text.html&goto=%5F%5FQUERY%5F%5F&query=http://www.offshoreresorts.com/jamaica.html
http://www.nytimes.com/adx/bin/adx_click.html?type=goto&page=www.nytimes.com/yr/mo/day/politics&pos=Right5&camp=renjam04b-nyt4&ad=renjam04text.html&goto=%5F%5FQUERY%5F%5F&query=http://www.offshoreresorts.com/jamaica.html
http://www.nytimes.com/adx/bin/adx_click.html?type=goto&page=www.nytimes.com/yr/mo/day/politics&pos=Right6&camp=sharebuilder03-nytsf-nyt1&ad=sharebuilder_textlink&goto=http://service.bfast.com/bfast/click?bfmid=29150849&siteid=40659964&bfpage=home
http://www.nytimes.com/adx/bin/adx_click.html?type=goto&page=www.nytimes.com/yr/mo/day/politics&pos=Right6&camp=sharebuilder03-nytsf-nyt1&ad=sharebuilder_textlink&goto=http://service.bfast.com/bfast/click?bfmid=29150849&siteid=40659964&bfpage=home
http://www.nytimes.com/adx/bin/adx_click.html?type=goto&page=www.nytimes.com/yr/mo/day/politics&pos=Right7&camp=strade53a-nyt1&ad=7dollar_textlink3&goto=http://www.scottrade.com/index.asp?supbid=19117
http://www.nytimes.com/2003/08/24/business/yourmoney/24VIEW.html?fta=y
http://www.nytimes.com/2003/08/24/business/yourmoney/24VIEW.html?fta=y
http://query.nytimes.com/search/abstract?res=F50B15F83B5D0C728DDDAF0894DB404482&fta=y
http://query.nytimes.com/search/abstract?res=F50B15F83B5D0C728DDDAF0894DB404482&fta=y
http://query.nytimes.com/search/abstract?res=FB0A13FC385D0C738DDDAF0894DB404482&fta=y
http://query.nytimes.com/search/abstract?res=FB0A13FC385D0C738DDDAF0894DB404482&fta=y
http://query.nytimes.com/search/abstract?res=F40A16F7345F0C748DDDAD0894DB404482&fta=y
http://query.nytimes.com/search/abstract?res=F40A16F7345F0C748DDDAD0894DB404482&fta=y
http://query.nytimes.com/search/abstract?res=F40A16F7345F0C748DDDAD0894DB404482&fta=y
http://query.nytimes.com/search/abstract?res=F70817F6345F0C748DDDAD0894DB404482&fta=y
http://query.nytimes.com/search/query?ppds=org&v1=CONGRESSIONAL%20BUDGET%20OFFICE&fdq=19960101&td=sysdate&sort=newest&ac=CONGRESSIONAL%20BUDGET%20OFFICE
http://query.nytimes.com/search/query?ppds=des&v1=BUDGETS%20AND%20BUDGETING&fdq=19960101&td=sysdate&sort=newest&ac=BUDGETS%20AND%20BUDGETING
http://www.nytimes.com/2003/08/27/international/worldspecial/27PREX.html?8br
http://www.nytimes.com/2003/08/27/national/nationalspecial/27ASSE.html?8br
http://www.nytimes.com/2003/08/27/politics/27MEDI.html?8br
http://www.nytimes.com/2003/08/27/politics/27MEDI.html?8br
http://www.nytimes.com/2003/08/27/politics/27BUDG.html?8br
http://www.nytimes.com/2003/08/27/business/27TANK.html?8br
http://www.nytimes.com/2003/08/27/business/27TANK.html?8br
http://www.nytimes.com/ref/membercenter/help/copyright.html
http://www.nytco.com/
http://www.nytimes.com/
http://www.nytimes.com/ref/membercenter/help/privacy.html
http://query.nytimes.com/search/advanced/
http://www.nytimes.com/corrections.html
http://www.nytimes.com/membercenter/sitehelp.html

Leap in Deficit Instead of Fall Is Seen for U.S.

Che New Nork Times Washin gtnn August 27, 2003
Home - Site Index - Site Search/Archive - Help Welcome, ctzcrank - Member Center - Log Out
[GotoasSection | | Go Search: | | | search

Ehe New York Times

STORE

NYTimes.com > Washington

I Ejo;-@‘_ The Sunday Crossword..
w @ Any day of the week!

7 CLICK HEREDP

ARTICLE TOOLS
E-Mail This Article

Leap in Deficit Instead of Fall Is Seen for U.S.

(Page 2 of 2) &, Printer-Friendly Format
B Most E-Mailed Articles
&

"Among careful budget analyststhere is not a great deal of controversy about
what the forecast looks like, and it is grim," said Robert Greenstein, director of =
the Center on Budget and Policy Priorities, aliberal policy research group in

Washi ngton. BRTICLE TOOLS
SPONZORED BY

To be sure, forecasting budget deficits has been about as accurate in the past few

Reprints & Permissions

_Single-Page Format

years as forecasting earthquakes. Neither Congressiona analysts nor the MULTIMEDIA

administration predicted the flood of tax revenue at the height of the stock Video: Page One:

market boom. Nor did they predict that revenues would fall for each of the past TIAnMIT | Wednesday, Aug.

three years. WE 27 2003

One big uncertainty over the next few years will be the costs of

occupying Irag and Afghanistan. The basic Congressional forecast TIMES NEWS TRACKER

assumes that this year's war costs will essentially continue and increase with Topics Alerts

inflation over the next 10 years. Congressional Budget Create
Office

Most analysts say that is unrealistic, because war-related costs will almost Budgets and Budgeting | creats

certainly decline. But the administration, for its part, has yet to budget anything Create Your Own  : + Manage

for war-related costsin 2004 and thereafter — a position that may be equally  Most Popular Alerts  + Take a Tour

unredlistic.

CLICK HERE TO SUBSCRIBE E3

The biggest uncertainty is about the trend in discretionary government spending
— programs from defense to education that |ie outside mandatory entitlement
benefits like Social Security and Medicare.

NYT Store

NYT Pocket MBA Series: Going
Global

Price: $12.95. Learn More.

Discretionary spending has risen by about 7.7 percent ayear for the past five
years, far faster than the rate of inflation. Under Mr. Bush, the biggest new
spending has been for defense, counterterrorism and a few domestic programs
like education.

The Bush administration assumes that discretionary spending will climb by only
4 percent annually in the years ahead. The Congressional Budget Office tested =peilielnt el

out several different possihilities, and these produced huge differencesin the

budget outlook.

When the office assumed that discretionary spending would remain absol utely
flat, not even keeping pace with inflation, the projected cumulative deficit over
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But if spending climbsin line with overall economic growth, Congressional
analysts estimated that the projected deficits would swell by $1.4 trillion over 10
years. And if spending continued to climb asfast asit hasin the past five years,
the deficits would swell by $2.8 trillion over 10 years. » Search Other Areas
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Despite the range of possible outcomes, today's report left little doubt that
Congress and Mr. Bush face difficult choices.

Edward McKelvey, an economist at Goldman Sachs who has predicted steep
new deficits for the next 10 years, said today's report had reinforced his views.

"Our pessimistic view of the budget outlook will remain very much intact,” Mr.
McKelvey wrote in aresearch note today after seeing the Congressional report.
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