CBO’s September 2004 Baseline Budget Projections

Total, Total,
Actual 2005- 2005-
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2009 2014
In Billions of Dollars
Revenues
Individual income taxes 794 811 923 1,031 1,110 1,18 1,273 1376 1576 1,732 1,834 1945 5519 13,982
Corporate income taxes 132 182 227 249 251 255 258 261 265 270 275 281 1,240 2,591
Social insurance taxes 713 732 792 836 877 916 958 1,001 1,045 1,091 1,138 1,186 4379 9,838
Other 144 147 152 163 169 178 184 184 191 215 225 236 846 1,89
Total 1,782 1,871 2,094 2,279 2,406 2,531 2,673 2,821 3,077 3,308 3,471 3,648 11,983 28,308
On-budget 1,259 1338 1519 1,672 1,769 1,863 1,973 2,080 2312 2510 2639 2779 879% 21,125
Off-budget 524 534 575 606 637 668 700 732 764 798 833 868 3,187 7,183
Outlays
Discretionary spending 825 888 965 1,000 1,020 1,046 1,069 1,093 1,123 1,140 1,172 1,199 5100 10,827
Mandatory spending 1179 1,247 1,299 1360 1,439 1,522 1614 1,707 1,822 1,898 2,032 2165 7,233 16,857
Net interest 153 159 178 217 255 281 302 319 332 340 343 348 1,234 2,917
Total 2,158 2,293 2,442 2,577 2,714 20849 2,985 3,119 3,276 3,378 3,547 3,713 13,568 30,601
On-budget 1,795 1912 2,039 2164 2,288 2409 2,527 2,643 2,780 2,857 2,997 3,132 11,427 25,837
Off-budget 363 381 403 413 426 441 458 477 496 521 549 580 2,140 4,765
Deficit (-) or Surplus -375 -422 -348 -298 -308 -318 -312 -298 -200 -70 -75 -65 -1,584 -2,294
On-budget -536 -574 521 -491 519 -546 -554 -554 -468 347 -359 353 2,631 4,712
Off-budget 161 153 173 193 211 228 242 256 268 277 283 288 1,047 2418
Debt Held by the Public 3914 4334 4,694 5009 5329 5660 5984 6,295 6,506 6,588 6,675 6,753 n.a. n.a.
Memorandum:
Gross Domestic Product 10,841 11,559 12304 12,909 13,522 14,173 14,846 15,526 16,220 16,931 17,667 18433 67,755 152,530
As a Percentage of GDP
Revenues
Individual income taxes 7.3 7.0 7.5 8.0 8.2 8.3 8.6 8.9 9.7 10.2 10.4 10.6 8.1 9.2
Corporate income taxes 1.2 1.6 18 19 19 18 17 L7 L6 L6 L6 15 1.8 17
Social insurance taxes 6.6 6.3 6.4 6.5 6.5 6.5 6.5 6.4 6.4 6.4 6.4 6.4 6.5 6.5
Other 13 13 1.2 13 1.2 13 1.2 1.2 1.2 13 13 13 1.2 1.2
Total 164 162 170 177 178 179 18.0 182 19.0 195 196 198 177 18.6
On-budget 11.6 11.6 12.3 13.0 13.1 13.1 13.3 13.5 14.3 14.8 14.9 15.1 13.0 13.8
Off-budget 48 4.6 47 47 47 47 47 47 47 47 47 47 47 47
Outlays
Discretionary spending 7.6 7.7 7.8 7.7 7.5 7.4 7.2 7.0 6.9 6.7 6.6 6.5 7.5 7.1
Mandatory spending 10.9 10.8 10.6 10.5 10.6 10.7 10.9 11.0 11.2 11.2 11.5 11.7 10.7 11.1
Net interest 14 14 14 17 19 2.0 2.0 2.1 2.0 2.0 1.9 1.9 1.8 19
Total 199 198 198 200 201 201 201 201 20.2 20.0 201 201 20.0 20.1
On-budget 16.6 16.5 16.6 16.8 16.9 17.0 17.0 17.0 17.1 16.9 17.0 17.0 16.9 16.9
Off-budget 33 33 33 3.2 3.2 31 31 31 31 31 31 31 3.2 31
Deficit (-) or Surplus -3.5 -3.6 -28 -23 -23 -2.2 -2.1 -1.9 -1.2 -0.4 -0.4 -0.4 -2.3 -15
On-budget 4.9 5.0 4.2 -3.8 -3.8 3.9 3.7 3.6 2.9 2.0 2.0 -1.9 3.9 31
Off-budget 15 13 14 15 1.6 1.6 1.6 L6 17 L6 L6 1.6 15 L6
Debt Held by the Public 36.1 375 38.2 38.8 39.4 39.9 40.3 40.5 40.1 38.9 37.8 36.6 n.a. n.a.

Source: Congressional Budget Office.

Note: n.a. = not applicable.




CBO’s Baseline Projections of Discretionary Spending
and Homeland Security Spending

(Billions of dollars)

Total, Total,
Actual 2005- 2005-
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2009 2014
Total Discretionary Spending in CBO's Baseline®

Budget Authority
Defense 455 486 511 522 534 546 559 573 586 601 616 631 2,672 5,679
Nondefense 394 418 437 443 453 464 477 486 498 510 522 534 2,274 4824
Total 849 904 948 965 987 1,010 1,036 1,059 1,084 1,111 1,137 1,165 4,947 10,503

Outlays
Defense 405 452 497 514 523 539 551 565 583 588 607 622 2,623 5588
Nondefense 420 436 468 487 497 507 518 528 540 552 565 577 2477 5239
Total 825 888 965 1,000 1,020 1,046 1,069 1,093 1,123 1,140 1,172 1,199 5,100 10,827
Discretionary Spending Classified as Homeland Security Spending”

Budget Authority
Defense 10 9 10 10 11 11 11 12 12 12 13 13 53 114
Nondefense® 28 27 30 28 28 29 32 31 31 32 33 34 146 308
Total 38 36 40 38 39 40 43 42 43 44 46 47 200 422

Outlays

Defense 9 10 10 11 11 11 11 12 12 12 13 52 113
Nondefense 23 22 26 28 30 30 30 31 32 32 33 34 144 305
Total 31 31 36 38 40 41 41 42 43 44 45 46 196 418

Source: Congressional Budget Office.

Note: Discretionary outlays are usually higher than budget authority because of spending from the Highway Trust Fund and the Airport and
Airway Trust Fund, which is subject to obligation limitations set in appropriation acts. The budget authority for such programs is pro-
vided in authorizing legislation and is not considered discretionary.

a. Inflation in CBO’s baseline is projected using the inflators specified in the Balanced Budget and Emergency Deficit Control Act of 1985:
the GDP deflator and the employment cost index for wages and salaries.

b. The amounts shown here reflect net spending for homeland security activities (about $3 billion to $4 billion a year in spending is offset by
fees and other receipts). CBO’s classification of homeland security funding is based on designations established by the Administration.
Those designations are not limited to the activities of the Department of Homeland Security. In fact, some activities of the department
(such as disaster relief) are not included in the definition, whereas nondepartmental activities (such as some defense-related programs
and some funding for the National Institutes of Health) fall within the Administration’s definition of homeland security. About half of all

spending considered to be for homeland security is for activities outside the Department of Homeland Security.

c. Project BioShield, an initiative to expand the government’s arsenal of counter-bioterrorism agents, has appropriations for 2004, 2005,
and 2009 in CBQO’s baseline. Budget authority for all other years is zero.




CBO’s Baseline Projections of Mandatory Spending, Including Offsetting Receipts

(Billions of dollars)

Total, Total,
Actual 2005- 2005-
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2009 2014
Social Security 470 492 517 538 563 592 624 659 698 741 788 838 2,833 6,556
Medicare® 274 297 324 374 423 452 483 519 562 596 651 706 2,056 5,090
Medicaid 161 176 182 189 201 219 238 258 281 306 333 362 1,029 2,569
Income-Support Programs
Unemployment compensation 55 44 39 38 41 44 46 48 49 51 53 55 208 464
Supplemental Security Income 33 34 39 37 35 40 42 43 49 42 48 50 192 425
Earned income and child tax credits 38 42 46 43 42 41 41 41 44 32 32 32 213 394
Food Stamps 25 28 29 28 27 28 29 29 30 31 32 32 140 294
Family support® 26 25 25 26 26 25 25 25 26 26 26 27 127 257
Child nutrition 12 12 12 13 14 14 15 15 16 17 17 18 68 151
Foster care and adoption assistance 6 6 7 7 7 8 8 9 9 9 10 10 37 84
Subtotal 196 191 196 191 192 200 205 211 223 208 217 224 985 2,068
Other Retirement and Disability
Federal civilian® 58 61 64 67 70 73 76 80 83 86 90 93 350 782
Military 36 37 39 41 42 43 45 46 47 49 50 51 210 453
Veterans' benefits® 29 31 35 34 32 34 35 35 38 34 38 38 170 354
Other 7 7 7 8 8 9 9 10 10 11 11 11 41 94
Subtotal 129 136 145 149 152 159 165 171 179 180 188 194 770 1,682
Other Programs
Commaodity Credit Corporation 15 10 10 12 13 14 15 15 15 15 14 14 64 137
TRICARE for Life 4 5 6 6 7 7 8 8 9 10 10 11 34 82
Student loans 8 9 5 6 7 7 7 7 7 8 8 8 33 70
Universal Service Fund 6 6 7 7 7 6 7 7 7 7 7 7 33 69
State Children's Health Insurance 4 5 5 5 5 5 5 5 5 5 5 5 25 52
Social services 4 5 5 5 5 5 5 5 5 5 5 5 24 49
Other 8 25 16 19 18 16 16 16 16 16 15 15 86 164
Subtotal 50 64 54 60 61 61 63 63 64 66 66 66 298 623
Offsetting Receipts -102 -110  -119 142 153 -161  -164  -175  -186  -197 211 224 -739  -1,731
Total Mandatory Spending 1,179 1,247 1,299 1,360 1,439 1,522 1,614 1,707 1,822 1,898 2,032 2,165 7,233 16,857
Memorandum:
Mandatory Spending Excluding
Offsetting Receipts 1,281 1357 1,418 1501 1,592 1,683 1,778 1,881 2,007 2,096 2,243 2,389 7,972 18,588

Source:
Note:

a.
b.

Excludes offsetting receipts.

Congressional Budget Office.

Spending for the benefit programs shown above generally excludes administrative costs, which are discretionary.

Includes Temporary Assistance for Needy Families and various programs that involve payments to states for child support enforcement
and family support, child care entitlements, and research to benefit children.

Includes Civil Service, Foreign Service, Coast Guard, and other, smaller retirement programs and annuitants’ health benefits.

Includes veterans’ compensation, pensions, and life insurance programs.




CBO’s Baseline Projections of Federal Interest and Debt

(Billions of dollars)

Total, Total,
Actual 2005- 2005-
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2009 2014
Net Interest Outlays
Interest on Public Debt
(Gross interest)® 318 322 349 405 460 504 543 579 611 640 665 691 2,261 5,447
Interest Received by Trust Funds
Social Security -84 -86 90 98 -108 -119 -131 -144 -157 -171 -18 -201  -546 -1,405
Other trust funds” 73 -69 72 -77 -82 -87 90 -94 98 -101 -105 -109 -407 -914
Subtotal -156 -156  -162  -175 <190 205 221 237 255 273 <291 310 953 -2,319
Other Interest’ -7 5 8 -11 -14 -16 -19 21 24 -26 -29 32 69  -201
Other Investment Income® -2 3 -1 -1 -1 -1 -1 -1 -1 -1 -1 -1 -5 -10
Total (Net interest) 153 159 178 217 255 281 302 319 332 340 343 348 1,234 2917
Federal Debt (At end of year)
Debt Held by the Public 3914 4334 4,694 5009 5329 5660 598 6,295 6,506 6,588 6,675 6,753 n.a. n.a.
Debt Held by Government Accounts
Social Security 1484 1,634 1,805 1,995 2203 2427 2665 2916 3,178 3,449 3,726 4,007 na. n.a.
Other government accounts” 1,362 1,425 1511 1,619 1,724 1829 1938 2,051 2163 2291 2414 2,538 n.a. n.a.
Total 2,846 3,059 3,316 3,614 3,927 4,25 4,603 4,967 5341 5740 6,140 6,544 n.a. n.a.
Gross Federal Debt 6,760 7,393 8010 8,623 9,257 9,916 10,587 11,261 11,847 12,328 12,815 13,298 n.a. n.a.
Debt Subject to Limit® 6,738 7,370 7,987 8,600 9,234 9,893 10,564 11,237 11,823 12,303 12,790 13,272 n.a. n.a.
Federal Debt as a Percentage of GDP
Debt Held by the Public 361 375 382 388 394 399 403 405 401 389 378 366 na n.a.

Source: Congressional Budget Office.

Note: n.a. = not applicable.

Excludes interest costs of debt issued by agencies other than the Treasury (primarily the Tennessee Valley Authority).

a
b. Mainly the Civil Service Retirement, Military Retirement, Medicare, and Unemployment Insurance Trust Funds.

c. Primarily interest on loans to the public.

d. Earnings on private investments made by the National Railroad Retirement Investment Trust.

e. Differs from gross federal debt primarily because most debt issued by agencies other than the Treasury is excluded from the debt limit.

The current debt limit is $7,384 billion.




The Budgetary Effects of Policy Alternatives Not Included in CBO’s Baseline

(Billions of dollars)

Total, Total,
2005- 2005-
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2009 2014
Policy Alternatives That Primarily Affect Discretionary Spending for Activities in Iraq and Afghanistan
Remove the Extension of Supplemental
Appropriations from the Baseline After 2004°
Total discretionary outlays 888 927 908 908 927 946 967 993 1,009 1,037 1,062 4,616 9,685
Effect on the deficit’ 0 38 92 112 119 123 126 130 131 134 137 484 1,142
Debt service” 0 1 4 9 16 23 30 39 4 5 6 52 291
Assume the Slowdown of Such Activities
Instead of Extending 2004 Supplemental
Appropriations®
Total discretionary outlays 888 946 950 957 972 983 995 1,017 1,033 1,061 1,08 4,808 10,000
Effect on the deficit’ 0 19 51 63 74 86 98 106 108 111 113 291 827
Debt service® 0 * 2 5 9 13 19 25 32 39 47 30 191
Other Policy Alternatives That Affect Discretionary Spending
Increase Discretionary Appropriations
(Except Supplementals) at the Growth Rate
of Nominal GDP®
Total discretionary outlays 888 975 1,029 1,071 1,122 1171 1,221 1,277 1,321 1,380 1,437 5,368 12,003
Effect on the deficit’ 0 -10 -29 51 76 <102 -128 -154 181 209 -238  -267 -1,176
Debt service” 0 * -1 3 7 12 18 2% 36 48 62 B3 212
Freeze Total Discretionary Appropriations
at the Most Recently Enacted Level®
Total discretionary outlays 888 955 972 971 974 973 972 975 967 970 970 4,845 9,699
Effect on the deficit’ 0 10 28 49 72 96 121 148 173 201 229 255 1,128
Debt service® 0 * 1 3 6 11 17 25 34 46 59 22 203

Continued



The Budgetary Effects of Policy Alternatives Not Included in CBO’s Baseline
(Continued)

Total, Total,
2005- 2005-
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2009 2014

Policy Alternatives That Affect the Tax Code
Extend Expiring Tax Provisions'

Effect on the deficit’
EGTRRA and JGTRRA 0 13 33 -35 34 -42 39 175 280 -292 306  -157 -1,249
Partial expensing 0 38 71 -66 58 -48 -40 33 -28 -26 28 -281 437
Other 1] 6 -6 10 -14 -16 -19 23 28 31 =34 53 188
Total 0 58 -110 -112 -106  -106 98 -231 336 348 369 -491 -1,874
Debt service” 0 -1 5 -11 -18 24 -30 -40 -57 77  -100 58  -363

Reform the Alternative Minimum Tax®

Effect on the deficit’ 0 -7 -20 -27 36 -46 56 -47 -27 33 40 136 -340
Debt service® 0 * -1 2 -4 -6 9 -12 -15 -17 -20 -13 -85
Memorandum:

Total Discretionary Outlays in CBO's Baseline 888 965 1,000 1,020 1,046 1,060 1,093 1,123 1,140 1,172 1,199 5100 10,827

Total Deficit in CBO's Baseline 422 348 -298 308 318 312 -298  -200 -70 75 -65 -1,584 -2,294

Sources: Congressional Budget Office; Joint Committee on Taxation.

Note: * = between -$500 million and $500 million; EGTRRA = Economic Growth and Tax Relief Reconciliation Act of 2001; JGTRRA = Jobs
and Growth Tax Relief Reconciliation Act of 2003.

a. This alternative does not extend the $115 billion in supplemental appropriations enacted during fiscal year 2004 ($87 billion in November
and $28 billion in August) but includes the outlays resulting from them.

b. Positive amounts indicate a decrease in the deficit; negative amounts indicate an increase.

c. This alternative does not extend the $115 billion in supplemental appropriations enacted during 2004; however, it assumes that about
$56 billion in budget authority would be needed in 2005 to maintain activities related to Iraq and Afghanistan (nearly $27 billion of which
was already made available in 2004). After 2006, that amount of resources begins to decline to a level of about $23 billion per year. See
Congressional Budget Office, Letter to the Honorable Kent Conrad on the estimated costs of continuing operations in Iraq and other oper-
ations of the global war on terrorism (June 25, 2004) for similar calculations.

d. This alternative assumes that the supplemental appropriations enacted during 2004 are projected at baseline levels.

e. This alternative assumes that regular appropriations for defense are frozen at the 2005 level and that all other appropriations (including
2004 supplementals) are frozen at the level provided for 2004.

f.  This alternative does not include the effects of extending the increased exemption amount for the alternative minimum tax, which expires
in 2004. The effects of that alternative are shown below.

g. This alternative assumes that the exemption amount for the AMT, which was increased through 2004 in the Jobs and Growth Tax Relief
Reconciliation Act of 2003, is extended at its higher level and, together with the AMT tax brackets, is indexed for inflation after 2004. The
estimates are shown relative to current law. If this alternative was enacted jointly with the extension of expiring tax provisions, an inter-
active effect would occur that would make the combined revenue loss greater than the sum of the two separate estimates by about $160
billion (plus $17 billion in debt-service costs) over the 2005-2014 period.




Changes in CBO’s Baseline Projections of the Deficit Since March 2004

(Billions of dollars)

Total, Total,
2005- 2005-
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2009 2014
Total Deficit as Projected
in March 2004 477 363 273 274 286 281 272 -176 -38 34 -15 -1,477 -2,012
Changes to Revenue Projections
Legislative 3 6 1 -1 -1 2 3 2 -1 -1 -1 3 5
Economic 14 29 31 33 35 41 43 44 40 35 30 169 361
Technical 37 10 9 -10 8 8 -4 * 2 2 -2 -25 34
Total Revenue Changes 54 44 24 22 26 31 36 42 37 32 28 147 322
Changes to Outlay Projections
Legislative
Discretionary
Defense * 26 34 36 37 37 38 39 39 40 41 170 367
Nondefense * 2 2 2 2 2 2 2 2 2 2 10 20
Subtotal, discretionary * 28 36 38 38 39 40 41 41 42 43 180 387
Mandatory * * * * * * 1 1
Net interest (Debt service) * * 2 4 6 8 11 14 17 20 23 20 104
Subtotal, legislative 1 29 38 42 45 48 51 54 58 62 66 201 492
Economic
Discretionary 0 3 8 10 10 9 9 8 8 7 7 40 79
Mandatory
Social Security 0 5 6 7 8 9 10 12 14 16 18 34 104
Medicaid * 1 2 3 3 4 5 6 7 8 9 12 46
Other 3 -1 1 1 1 2 2 2 2 2 2 4 15
Subtotal, mandatory -2 5 10 11 12 14 17 20 23 26 29 51 165
Net interest
Debt service * -1 -2 -3 -4 -5 -6 -7 -8 -9 -9 -14 -53
Rate effect/inflation 2 -2 -1 * -1 * * * * * * 3 -3
Subtotal, net interest 2 3 -2 -2 -4 -5 -6 -7 -8 9 -9 17 56
Subtotal, economic * 5 15 18 18 18 19 21 22 24 27 74 188

Continued



Changes in CBO’s Baseline Projections of the Deficit Since March 2004
(Continued)

Total, Total,
2005- 2005-
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2009 2014
Technical
Discretionary -8 2 1 * * * * * * * * 2 3
Mandatory
Social Security -1 -1 -1 -2 -3 3 -4 5 -5 -6 -7 -10 37
Farm programs (CCC) -3 -2 -2 -2 -1 * * * * * * -7 -8
Medicaid 2 1 1 * * * * * * * * 2 4
Sept. 11 victim compensation 3 -2 * 0 0 0 0 0 0 0 0 -2 -2
Other 2 1 1 2 2 2 * * 1 1 1 8 11
Subtotal, mandatory 4 -3 -2 -1 -1 -2 -4 -4 -4 -5 -6 -9 -33
Net interest
Debt service * -1 -2 -2 -2 -2 -2 -2 3 3 -4 -8 21
Other 2 2 * -1 -1 -1 -2 3 -4 4 -5 -2 -20
Subtotal, net interest 1 * -2 -3 -3 -3 -4 -5 -6 -7 -9 -10 41
Subtotal, technical -2 -4 -4 -4 -4 -5 -8 -9 -11 -13 -15 -21 -77
Total Outlay Changes -2 29 49 56 59 61 62 66 70 73 78 254 603
Total Impact on the Deficit 56 15 -26 -34 -32 -31 -26 -24 -33 -41 -50 -107 -281
Total Deficit as Projected
in September 2004 422 348 298 308 318 312 -298  -200 70 -75 -65 -1,584 -2,294
Memorandum:
Total Legislative Changes 3 -23 37 -43 -46 -50 -54 -56 -59 -63 -67  -198  -497
Total Economic Changes 14 24 16 15 18 23 23 23 18 10 4 95 173
Total Technical Changes 39 15 -5 -6 -4 -3 5 9 9 11 13 -4 43

Source: Congressional Budget Office.
Note: * = between -$500 million and $500 million; CCC = Commodity Credit Corporation.




