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2001 Was a Different Time
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Our Fiscal Situation Has Since Deteriorated Dramatically

In 2001, the U.S. Federal Government:

▪ Ran a $128 billion (1.2% of GDP) surplus

▪ Owed $3.3 trillion (32% of GDP) of debt

▪ Was projected to pay off the debt as soon as 2009*

In 2023, the U.S. Federal Government:

▪ Ran a $1.7 trillion (6.3% of GDP) deficit

▪ Owed $26.3 trillion (98% of GDP) of debt

▪ Faces rising debt as far as the eye can see

*2001 projections were based on overly rosy economic assumptions. 

In reality, it would have taken longer to pay off the debt.
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Sources: Congressional Budget Office, Treasury Department, and Committee for a Responsible Federal Budget.
   

Modest Surpluses Have Turned to Huge Deficits
Billions of Nominal Dollars

-$128b

$1.7T

-$500

$0

$500

$1,000

$1,500

$2,000

$2,500

$3,000

$3,500



CRFB.org

Percent of GDP 

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

Debt Tripled as a Share of the Economy
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What Caused Our Fiscal Deterioration?
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Tax Cuts; So 
Many Tax CutsThe Wars

Spending 
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Past Studies Offer Conflicting Answers
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Sources: Congressional Budget Office, Treasury Department, and Committee for a Responsible Federal Budget.
   

And They Are All (Basically) Right
Percent of GDP 
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We Did the Math…..
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Percent of GDP 

Sources: Congressional Budget Office and Committee for a Responsible Federal Budget.
This graph accounts for policy changes enacted 2001, and not existing built-in changes such as the automatic 
growth of Social Security and Medicare. 
   

But Without New Policies, Debt Would Be Paid Off

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Underlying Debt-to-GDP

Recession Responses

Major Tax Cuts

+28%

+37%

+33%



CRFB.org
Sources: Congressional Budget Office and Committee for a Responsible Federal Budget.
   

You Could Blame Debt Growth on Tax Cuts
Percent of GDP 
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Sources: Congressional Budget Office and Committee for a Responsible Federal Budget.
   

You Could Blame Debt Growth on Tax Cuts
Percent of GDP 
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Sources: Congressional Budget Office and Committee for a Responsible Federal Budget.
   

Or You Could Blame Debt Growth on Spending Hikes
Percent of GDP 
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Sources: Congressional Budget Office and Committee for a Responsible Federal Budget.
   

Or You Could Blame Debt Growth on Spending Hikes
Percent of GDP 
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Congress Held Revenue & Approps Steady As % of GDP
Five-Year Rolling Average, Percent of Potential GDP

Sources: Congressional Budget Office, Treasury Department, and Committee for a Responsible Federal Budget. 
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Percent of GDP 

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

Most Policy Actions Were Bipartisan
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But That’s Just One Way to Look At It….

Looking Exclusively at Policy Changes

▪ Does not account for automatic spending growth

▪ Assumes taxes would have risen as a share of GDP forever

▪ Assumes discretionary spending would have shrunk as a share 
of the economy over time

▪ Ignores legislation enacted prior to 2001

An alternative approach would:

▪ Compare spending and revenue in 2001 to 2023 (as % of GDP)

▪ Examine what has changed over time
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Sources: Congressional Budget Office, Treasury Department, and Committee for a Responsible Federal Budget.
*FY 2023 “other mandatory” understates true size of spending since it includes 1.2 percent of GDP in one-time “savings” from 
the Supreme Court’s decision to rule student debt cancellation illegal. FY 2001 understates steady-state 
revenue due to one-time tax rebates but overstates it due to a temporary surge in capital gains and other revenue.

Deficits Have Grown by 7.5% of GDP Since 2001

2001 2023 Change 
(% of GDP) 

Spending 17.7% 22.7% +5.0%

Health Care 3.3% 5.8% +2.5%

Social Security 4.1% 5.0% +0.9%

Other Mandatory* 2.2% 3.0% +0.8%

Nondefense Discretionary 3.3% 3.5% +0.2%

Defense Discretionary 2.9% 3.0% +0.1%

Net Interest 2.0% 2.4% +0.5%

Revenue 18.9% 16.5% -2.5%

Individual Income Taxes 9.4% 8.1% -1.4%

Payroll Taxes 6.6% 6.0% -0.6%

Other Taxes 2.9% 2.4% -0.5%

Surplus/Deficit (-) 1.2% -6.3% -7.5%
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Percent of GDP 

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

Two-Thirds is Higher Spending, One-Third Lower Revenue
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Mainly Higher Health & Retirement Spending
Percent of GDP 

Sources: Congressional Budget Office, Treasury Department, and Committee for a Responsible Federal Budget.
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Mainly Higher Health & Retirement Spending
Percent of GDP 

Sources: Congressional Budget Office, Department of Treasury, and Committee for a Responsible Federal Budget.
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Percent of GDP 

Sources: Congressional Budget Office and Committee for a Responsible Federal Budget. 
Note: Scenarios assume no increase in federal financial assets. If government-issued loans and other 
measures matched actual levels despite revenue and spending constraints, the debt-to-GDP ratio would be 
up to 10 percentage points higher.   

Debt Would Be Lower with Steady Spending or Revenue
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Billions of Dollars

Sources: Congressional Budget Office, Treasury Department, and Committee for a Responsible Federal Budget.

Under All Scenarios, Deficits Would Be Smaller
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Sources: Congressional Budget Office and Committee for a Responsible Federal Budget.

Different Methods Yield Different Results
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Sources: Congressional Budget Office and Committee for a Responsible Federal Budget.

Different Methods Yield Different Results
Effect of Select Policies on Debt Counting Long-Term Revenue Growth Beyond GDP, Percent of GDP 
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Sources: Congressional Budget Office and Committee for a Responsible Federal Budget.

Different Methods Yield Different Results
Effect of Select Policies on Debt Counting Discretionary, and Revenue Growth Beyond GDP, Percent of GDP

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Underlying Debt-to-GDP

Major Tax Cuts

+28%

+22%

+20%



CRFB.org

Can We get Out of This Mess the Way We Got Into It?

We Could Revert to Pre-2001 Law, But…

▪ We can’t change the past

▪ A lot of the costs were temporary (wars, COVID relief, TCJA)

▪ Pre-2001 law means WAY higher taxes for everyone – higher 
rates, smaller credits, more taxpayers, ¼ of taxpayers on AMT 

▪ Pre-2001 law means no Medicare drug benefit, big military 
cuts, no homeland security dept, big domestic cuts, etc

We Could Revert to Pre-2001 Levels, But…

▪ With more seniors & higher health costs, per-person Social 
Security & Medicare benefits would have to be cut dramatically

▪ Taxes would have to go up >15% -- big tax hike

▪ Still need to figure out all the details….
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But Spending and Revenue Must Both Be On the Table
Percentage Spending Cut or Tax Increase Needed to Stabilize Debt or Balance the Budget by 2033 

Sources: Congressional Budget Office and Committee for a Responsible Federal Budget. 
Figures are adjusted to exclude the effect of timing shifts. 
Note that “defense” refers only to defense discretionary spending and “veterans” refers to only veterans 
mandatory spending. 
Note: Taxes above $200k and $400k includes all corporate and estate taxes as well as income and payroll 
taxes above those thresholds. Estimates are rough.
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But Spending and Revenue Must Both Be On the Table

Outline of 2022 CRFB Blueprint for Reducing Debt and Inflation 

Policy Lower 
Spending

Higher 
Revenue

Total Savings

Lower Health Care Costs $1.2 trillion $300 billion $1.5 trillion

Reform the Tax Code n/a $1.0 trillion $1.0 trillion

Limit Discretionary Spending $1.5 trillion n/a $1.5 trillion

Support Affordable Energy and 
Infrastructure 

$100 billion $400 billion $500 billion

Enact Pro-Growth Social Security Reform $300 billion $700 billion $1.0 trillion

Enact Further Reforms $500 billion n/a $500 billion

Subtotal, Primary Savings $3.6 trillion $2.4 trillion $6.0 trillion

Net Interest Savings n/a n/a $1.0 trillion

Total Deficit Reduction n/a n/a $7.0 trillion
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