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CRFB Reacts to CBO’s Latest Budget Projections 
January 31, 2012  

 

The Congressional Budget Office (CBO) released its newest budget and 

economic projections today. The good news is that under current law 

assumptions, the debt would become more manageable in the medium 

term. The bad news is that these policy assumptions are politically 

unrealistic, suboptimal, and not a long-term fix.  
   

Under current law, CBO projects debt held by the public will grow from 

68 percent of GDP ($10.1 trillion) last year to 75 percent of GDP ($11.9 

trillion) by 2013, before declining to 62 percent of GDP ($15.3 trillion) by 

2022.  
  

These current law projections, however, do not incorporate the costs of 

several policies that lawmakers are highly likely to continue – including 

the 2001/2003/2010 tax cuts, the AMT patch, and yearly doc fixes – and 

in addition, rely on abrupt across-the-board spending cuts. And even 

under these unrealistic assumptions, spending will continue to rise 

outside the ten-year budget window as a result of population aging and 

growing health costs.   
  

“These budget projections show that getting the debt under control is 

not impossible, but they also represent a path that is both unlikely to 

occur and far from the best way to govern,” said Maya MacGuineas, 

president of the Committee for a Responsible Federal Budget. “Congress 

should not rely on automatic cuts and large sudden tax increases when 

the economy is likely to still be weak. Instead, policymakers should 

prioritize and reform spending programs, overhaul the tax code, and 

phase in the necessary spending cuts and revenue increases gradually. 

While we are highly supportive of actions to reduce the debt, there are 

smart ways and there are mindless ways to proceed. Let's hope Congress 

acts to pass a well-thought-out debt deal rather than letting some 

automatic and blunt changes do their work for them.”  
  

Assuming policymakers waive the sequester, extend the 2001/2003/2010 

income and estate tax cuts, patch the AMT, prevent a large cut in 

Medicare physician payments, and continue to gradually draw down 

the wars abroad, debt will rise substantially. Under this scenario, debt 

could reach 86 percent of GDP by 2022, rather than 62 percent. 
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