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Analysis of the President’s FY 2024 Budget
March 9, 2023

The Biden Administration released its Fiscal Year (FY) 2024 budget proposal today,
outlining President Biden’s priorities over the next decade. The budget proposes an
estimated $3 trillion of deficit reduction through 2033 and projects debt would grow
from 98 percent of Gross Domestic Product (GDP) at the end of this year to 110
percent by the end of 2033, compared to 117 percent of GDP under its baseline.

Based on the Administration’s estimates, our analysis shows that under the budget:

Debt would hit a new record by 2027, rising from 98 percent of GDP at the
end of 2023 to 106 percent by 2027 and 110 percent by 2033. Nominal debt
would grow by $19 trillion, from $24.6 trillion today to $43.6 trillion by 2033.

Deficits would total $17.1 trillion (5.2 percent of GDP) between FY 2024 and
2033, rising to $2.0 trillion, or 5.1 percent of GDP, by 2033.

Spending and revenue would average 24.8 and 19.7 percent of GDP,
respectively, over the next decade, with spending reaching 25.2 percent of
GDP and revenue totaling 20.1 percent by 2033. The 50-year historical average
is 21.0 percent of GDP for spending and 17.4 percent of GDP for revenue.

Proposals in the budget would reduce projected deficits by $3 trillion
through 2033, including $400 billion through 2025 when it could help fight
inflation. The budget proposes $2.8 trillion of new spending and tax breaks,
$5.5 trillion of revenue and savings, and saves $330 billion from interest.

The budget relies on somewhat optimistic economic assumptions, including
stronger long-term growth, lower unemployment, and lower long-term
interest rates than the Congressional Budget Office (CBO). The budget
assumes 0.4 percent growth this year, 2.1 percent growth next year, and 2.2
percent by the end of the decade — compared to CBO’s 0.1 percent, 2.5 percent,
and 1.7 percent, respectively. The budget also assumes ten-year interest rates
fall to 3.5 percent by 2033, compared to CBO’s 3.8 percent.

This budget falls well short of the deficit reduction needed to put the nation on a
sustainable fiscal path. We are disappointed that the spending cuts in this budget
- given the massive spending growth in recent years — amount to less than 1
percent of the budget and are coupled by four times as much in spending
increases. We are pleased the budget begins to address Medicare but extremely
disappointed it neglects Social Security, putting seniors’ benefits at risk.

The President deserves credit for putting forward $3 trillion of deficit reduction,
which could be an achievable near-term bipartisan goal in upcoming negotiations.
However, deficit reduction will ultimately need to be nearly three times that large,
and it is disappointing the budget has put forward so many costly proposals
without first putting the nation’s fiscal house in order.

Disclaimer: This publication reflects the position of the Committee for a Responsible Federal Budget and not those of individual Board members.


https://www.whitehouse.gov/wp-content/uploads/2023/03/budget_fy2024.pdf

Debt, Deficits, Spending, and Revenue Under the President’s Budget

Debt under the President’s budget would grow to a new record as a share of the economy over
the next decade. Federal debt held by the public would rise from 97 percent of GDP at the end of
FY 2022 to 106 percent by 2027 — surpassing the prior record of 106 percent of GDP set just after
World War II in 1946. From there, debt would rise further to 110 percent of GDP by the end of
2033. In nominal dollars, debt would grow by $19 trillion, from $24.6 trillion today to $43.6 trillion
by the end of 2033.

Although debt would continue to grow as a share of GDP through the entire budget window, it
would grow more slowly than under the Office of Management and Budget’'s (OMB) baseline.
OMB projects debt under current law would reach 117 percent of GDP by the end of FY 2033,
which is similar to CBO’s 118 percent of GDP projection.

Fig. 1: Debt Held by the Public Under the President’s FY 2024 Budget (Percent of GDP)
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Sources: Congressional Budget Office, Office of Management and Budget, and Committee for a Responsible Federal
Budget.

President's FY 2024 Budget

CBO Baseline
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= OMB Baseline
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Annual budget deficits under the President’s budget would rise in nominal dollars and remain
high as a share of the economy. Specifically, the deficit would rise from $1.4 trillion in FY 2022 to
$1.8 trillion in 2024, then fall to $1.5 trillion in 2027 before rising again to $2.0 trillion by 2033. As
a share of GDP, the deficit would grow from 5.5 percent in 2022 to 6.8 percent in 2024, then fall to
a low of 4.6 percent of GDP in 2029 before growing to 5.1 percent of GDP by 2033.

Between FY 2024 and 2033, deficits under the President’s budget would total $17.1 trillion (5.2
percent of GDP), nearly $3 trillion (0.8 percent of GDP) less than OMB’s baseline projection of
$19.9 trillion (6.0 percent of GDP). In 2033, the deficit would be about half a trillion dollars (1.3
percent of GDP) lower than OMB’s baseline projection of $2.5 trillion (6.4 percent of GDP).
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https://www.crfb.org/blogs/treasury-fy-2022-deficit-was-14-trillion

The President’s budget would increase both spending and revenue relative to current law as well
as over time. Spending would average 24.8 percent of GDP over the FY 2024 to 2033 period,
compared to 24.3 percent under OMB’s baseline. Revenue, meanwhile, would average 19.6
percent of GDP, compared to 18.3 percent under OMB’s baseline.

Fig. 2: Comparing CBO’s and OMB’s Budget Projections
Fiscal Year 2022 2023 2024 2025 2026 2027 2028 2029 2031 2032 2033

REVENUES (Percent of GDP)
FY 2024 Budget | 19.6% | 18.2% | 18.5% | 19.1% | 19.5% | 19.7% | 19.9% | 19.9% | 19.9% | 19.9% | 20.0% | 20.1% | 19.6%
OMB Baseline 19.6% | 17.7% | 17.3% | 17.3% | 17.9% | 18.3% | 18.5% | 18.5% | 18.5% | 18.6% | 18.5% | 18.7% | 18.3%
CBO Baseline 19.6% | 18.3% | 17.7% | 17.4% | 17.7% | 18.1% | 18.2% | 18.2% | 18.1% | 18.1% | 18.1% | 18.1% | 18.0%
OUTLAYS (Percent of GDP
FY 2024 Budget | 25.1% | 24.2% | 25.3% | 24.9% | 24.6% | 24.6% | 24.9% | 24.5% | 24.7% | 24.8% | 24.9% | 25.2% | 24.8%
OMB Baseline 25.1% | 24.2% | 24.2% | 23.9% | 23.9% | 23.9% | 24.3% | 23.9% | 24.3% | 24.4% | 24.5% | 25.1% | 24.3%
CBO Baseline 25.1% | 23.7% | 23.5% | 23.5% | 23.5% | 23.6% | 24.1% | 23.6% | 24.1% | 24.4% | 24.6% | 25.3% | 24.1%
DEFICITS (Percent of GDP
FY 2024 Budget 5.5% 6.0% 6.8% 5.9% 51% | 4.9% 50% | 46% | 48% | 4.9% | 4.9% 5.1% 5.2%
OMB Baseline 5.5% 6.6% 6.8% 6.7% 6.1% 5.6% 5.9% 5.4% 5.7% 5.8% 6.0% 6.4% 6.0%
CBO Baseline 55% | 54% | 58% | 6.1% | 57% | 55% | 59% | 55% | 6.0% | 6.3% | 65% | 7.3% | 6.1%
DEBT (Percent of GDP)
FY 2024 Budget 97% 98% 102% | 104% | 105% | 106% | 107% | 108% | 108% | 109% | 109% | 110% N/A
OMB Baseline 97% 99% 103% | 105% | 108% | 109% | 111% | 112% | 113% | 114% | 116% | 117% N/A
CBO Baseline 97% 98% 100% | 102% | 103% | 104% | 107% | 108% | 110% | 112% | 115% | 118% N/A
DEFICITS (in Billions of Dollars)
FY 2024 Budget | $1,376 | $1,569 | $1,846 | $1,671 | $1,521 | $1,509 | $1,604 | $1,536 | $1,686 | $1,776 | $1,871 | $2,035 |$17,054
OMB Baseline $1,376 | $1,726 | $1,863 | $1,897 | $1,798 | $1,735 | $1,890 | $1,800 | $2,008 | $2,103 | $2,282 | $2,535 [$19,912
CBO Baseline $1,376 | $1,410 | $1,576 | $1,752 | $1,716 | $1,706 | $1,929 | $1,847 | $2,115 | $2,291 | $2,480 | $2,851 [$20,263
DEBT (in Trillions of Dollars)
FY 2024 Budget | $24.3 | $25.9 | $27.8 | $29.6 | $31.2 | $32.9 | $34.5 | $36.1 | $37.8 | $39.7 | $41.6 | $43.6 N/A
OMB Baseline $24.3 | $26.1 | $28.0 | $30.0 | $31.9 | $33.8 | $35.7 | $37.6 | $39.6 | $41.8 | $44.1 | $46.6 N/A
CBO Baseline $24.3 | $25.7 | $27.4 | $29.2 | $30.9 | $32.6 | $34.6 | $36.4 | $38.6 | $40.9 | $43.5 | $46.4 N/A

Sources: Congressional Budget Office, Office of Management and Budget, and Committee for a Responsible Federal
Budget.

After falling from 25.1 percent to 24.2 percent of GDP between FY 2022 and 2023, spending would
rise to 25.2 percent by 2033 under the President’s budget, driven by growth in Social Security,
Medicare, and interest on the debt.

Similarly, after dropping from 19.6 percent to 18.2 percent of GDP between 2022 and 2023,
revenue would rise to 19.9 percent by 2028 and to 20.1 percent by 2033. About 0.8 percentage
points of this rise are due to assumed expiration (or reversal) of many parts of the 2017 Tax Cuts
and Jobs Act, and the rest is driven by policy changes and ‘real bracket creep,” where incomes rise
faster than tax brackets adjust and thus result in more income being taxed at higher rates.

For historical comparison, revenue has averaged 17.4 percent of GDP over the past 50 years while
spending has averaged about 21.0 percent of GDP.
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Policy Proposals in the President’s FY 2024 Budget

The President’s budget includes policy changes that it estimates would reduce budget deficits by
$3.0 trillion over a decade. This deficit reduction is the net effect of over $2.8 trillion of new
spending and tax breaks that is more than offset by nearly $5.0 trillion of revenue increases, about
$575 billion of spending reductions and savings, and $330 billion of net interest savings. We will

publish an in-depth analysis of the policy proposals in the coming days.

Fig. 3: Policy Proposals in the President’s FY 2024 Budget (2023-2033

Po 0 a 0
Spending Increases $2,234 billion
Expand access and funding for pre-K and child care $600 billion
Establish national paid family and medical leave $325 billion
Offer free community college and increase other higher education spending $217 billion
Expand and extend Affordable Care Act subsidies and coverage $383 hillion
Increase Indian Health Service funding $185 billion
Increase other health care and long-term care spending $309 billion
Support affordable housing $105 billion
Enact other spending increases $111 billion
Tax Cuts, Credits, and Breaks $615 billion
Expand Child Tax Credit (CTC) for 2023 through 2025 and make CTC permanently fully refundable $435 billion
Expand Earned Income Tax Credit (EITC) $156 billion
Expand other tax cuts, credits, and breaks $23 hillion

Subtotal, Gross Costs $2,849 billion

Spending Reductions -$574 billion
Lower prescription drug and other health costs -$227 billion
Reduce future growth of defense discretionary spending -$211 billion
Expand user fees and spectrum auctions -$69 hillion
Extend the mandatory sequester -$49 billion
Reduce fraud and abuse, along with other spending reductions -$18 billion
Tax Increases -$4,957 billion
Increase corporate income tax rate from 21 to 28 percent -$1,415 billion
Reform international tax rules -$1,113 billion
Increase tax rate on corporate stock buybacks from 1 percent to 4 percent -$242 billion
Enact other corporate tax increases -$202 billion
Raise and expand Net Investment Income (NIIT) and Self-Employed Contributions Act taxes (SECA) -$678 billion
Establish 25 percent billionaire minimum tax on unrealized income -$437 billion
Increase top individual income tax rate from 37 to 39.6 percent -$255 billion
Increase capital gains and estate taxes -$291 billion
Close various fossil fuel, digital currency, and other tax breaks -$207 billion
Reduce the tax gap, including by extending IRS funding beyond 2031 -$119 billion

Subtotal, Gross Savings

Net Interest

Total, Policy Savings in the President’s FY 2024 Budget
Sources: Office of Management and Budget and Committee for a Responsible Federal Budget. Numbers may not sum
due to rounding.

-$5,523 billion

-$330 billion

-$3,014 billion
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Economic Assumptions in the President’s Budget

A budget’s economic assumptions underlie every estimate it provides, and vice versa.
Manageable debt levels and smart spending and tax policies can promote economic growth,
while strong economic growth can improve the budget outlook. Overall, the economic
assumptions in the President’s budget are somewhat more optimistic than consensus,
particularly over the long run.

The budget forecasts 0.4 percent real GDP growth in 2023, 2.1 percent growth in 2024, and 2.2
percent annual growth by the end of the decade. By comparison, CBO estimates growth of 0.1
percent in 2023, 2.5 percent in 2024, and 1.7 percent by the end of the decade, and the Federal
Reserve forecasts 0.5 percent, 1.6 percent, and 1.8 percent, respectively.

The budget projects inflation will normalize by 2024, with fourth-quarter-over-fourth-quarter
Consumer Price Index (CPI) inflation dropping from 7.1 percent last year to 3.0 percent in 2023
and 2.3 percent per year thereafter. This is slightly more optimistic than CBO and the Federal
Reserve, both of which expect inflation to normalize around 2025.

Fig. 4: Comparing Economic Projections

Calendar Year 2023 | 2024 2029 2030 2031 2024-2033
Real GDP Growth (Q4 over Q4)
FY 2024 Budget 04% | 21% | 24% | 2.0% | 2.0% | 2.0% | 21% | 22% | 22% | 2.2% | 2.2% 2.1%
CBO 01% | 25% | 2.6% | 24% | 2.1% | 1.9% | 1.9% | 18% | 1.8% | 1.8% | 1.7% 2.1%
Federal Reserve 05% | 1.6% | 1.8% Longer Term: 1.8% N/A
Inflation (Q4 over Q4)’
FY 2024 Budget CPI 3.0% | 23% | 23% | 23% | 2.3% | 2.3% | 23% | 23% | 23% | 2.3% | 2.3% 2.3%
FY 2024 Budget GDPPI | 2.8% | 2.1% | 21% | 21% | 21% | 21% | 21% | 21% | 2.1% | 2.1% | 2.1% 2.1%
CBO CPI 40% | 24% | 21% | 2.0% | 2.1% | 2.2% | 2.3% | 23% | 2.3% | 2.3% | 2.3% 2.2%
CBO GDP Price 3.0% | 23% | 21% | 2.0% | 2.0% | 2.0% | 2.0% | 2.0% | 2.0% | 2.0% | 1.9% 2.0%
Federal Reserve PCEPI | 3.1% | 2.5% | 2.1% Longer Term: 2.0% N/A
Unemployment Rate (Q4)
FY 2024 Budget 46% | 45% | 44% | 43% | 42% | 4.1% | 4.0% | 3.8% | 3.8% | 3.8% | 3.8% 4.1%
CBO 51% | 48% | 46% | 45% | 45% | 45% | 45% | 45% | 45% | 45% | 4.5% 4.5%
Federal Reserve 4.6% | 4.6% | 4.5% Longer Term: 4.0% N/A
Interest Rate on Ten-Year Treasury Notes
FY 2024 Budget 3.9% | 3.6% | 35% | 3.4% | 3.4% | 3.4% | 3.4% | 34% | 3.4% | 3.5% | 3.5% 3.4%
CBO 3.9% | 3.8% | 3.8% | 3.8% | 3.8% | 3.8% | 3.8% | 3.8% | 3.8% | 3.8% | 3.8% 3.8%

Sources: Congressional Budget Office, Federal Reserve, Office of Management and Budget.
‘GDPPI and the PCEPI are generally comparable, while CPI inflation averages about 0.3 percentage points higher.

OMB expects the unemployment rate to rise from 3.4 percent today to 4.6 percent by the end of
2023 and settle at 3.8 percent by 2030. By comparison, the Federal Reserve expects unemployment
to rise to 4.6 percent this year and then settle at 4.0 percent, and CBO expects unemployment to
peak at 5.1 percent and then settle at 4.5 percent.

Finally, in terms of interest rates, OMB projects ten-year Treasury yields to fall from 3.9 percent

in 2023 to 3.6 percent in 2024 and average 3.4 to 3.5 percent thereafter. By comparison, CBO
projects yields will remain around 3.8 percent throughout the projection window.
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Conclusion

Debt would continue to rise unsustainably under the President’s budget, reaching a new record
of 110 percent of GDP by 2033. This debt level is likely to be even higher under CBO'’s forthcoming
re-estimate of the budget and would rise even further if various expiring tax cuts are continued
without additional offsets. It is disappointing that the President continues to propose trillions of
dollars in new spending and tax breaks without a plan to put our debt on a sustainable path.

At the same time, President Biden deserves praise for putting forward a comprehensive budget
proposal that not only offsets new spending and tax breaks but would also reduce budget deficits
by $3 trillion through 2033 and includes substantial near-term deficit reduction that could help
the Federal Reserve tame inflation. These savings are only a third of what is needed to put the
debt on a downward path as share of the economy, and it is disappointing the President did not
go much further. But it is an achievable target that could be built upon with further deficit
reduction in the near future.

As budget negotiations begin, policymakers should target at least $3 trillion of savings over a
decade to match the net deficit reduction in the President’s budget. Given surging inflation and
rising interest rates, a meaningful share of these savings should be in the first two years in order
to help the Federal Reserve fight inflation and reduce the likelihood of a deep recession.
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