
Congressional Budget OfficeCongressional Budget Office

Foundation for Teaching Economics

Budgets, Debts, and Deficits: Policy and Practice

November 9, 2019

Jeffrey F. Werling

Assistant Director for Macroeconomic Analysis

CBO’s 10-Year Budget and 
Economic Projections



1

CBO

CBO’s Role and Products
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CBO

CBO was created by the Congressional Budget and Impoundment Control Act 
of 1974.

It supports the Congressional budget process by providing the Congress with 
objective, nonpartisan, and timely analyses of legislative proposals and of 
budgetary and economic issues.

The Director is appointed jointly by the Speaker of the House and president pro 
tempore of the Senate. 

CBO has about 250 employees, who are hired solely on the basis of 
professional competence, without regard to political affiliation. Most have 
advanced degrees.

CBO’s Role
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CBO’s products include the following:

 Baseline budget projections and economic forecasts covering the 10-year 
period used in the Congressional budget process;

 Long-term budget projections covering a 30-year period and Social Security 
projections covering a 75-year period;

 Cost estimates of legislation, including analyses of federal mandates (see 
www.cbo.gov/cost-estimates); 

 An analysis of the President’s budget;

 Scorekeeping for enacted legislation; and 

 Analytic reports examining specific federal programs, aspects of the tax code, 
and budgetary and economic challenges. 

CBO’s Products

https://www.cbo.gov/cost-estimates
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See Congressional Budget Office, “Panel of Economic Advisers,” www.cbo.gov/about/processes/panel-economic-advisers, and “Panel of Health Advisers,” 
www.cbo.gov/about/processes/panel-health-advisers.

A Panel of Economic Advisers improves CBO’s understanding of economic 
research, macroeconomic developments, and economic policy.

A Panel of Health Advisers improves CBO’s understanding of health research 
and of developments in health care delivery and financing.

Most reports and working papers are subject to external review by subject 
matter experts.

Outside Advisers

http://www.cbo.gov/about/processes/panel-economic-advisers
http://www.cbo.gov/about/processes/panel-health-advisers
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See Congressional Budget Office, “Transparency,” www.cbo.gov/about/transparency, and Transparency at CBO: Future Plans and a Review of 2018 (December 2018), 
www.cbo.gov/publication/54885.

CBO aims to make its analysis transparent in many ways, including these:

 It explains the basis of and the revisions to its major economic and budget 
projections.

 It describes the uncertainty of its projections and quantifies that uncertainty 
when appropriate.

 It compares its own estimates with those of other organizations.

 It evaluates its own projections—for example, in these reports:

– CBO’s Revenue Forecasting Record,

– An Evaluation of CBO’s Past Outlay Projections,

– CBO’s Economic Forecasting Record: 2019 Update, and

– An Evaluation of CBO’s Past Deficit and Debt Projections.

Transparency

http://www.cbo.gov/about/transparency
http://www.cbo.gov/publication/54885
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CBO’s 10-Year Budget and 
Economic Projections
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See Congressional Budget Office, “Outlook for the Budget and the Economy,” www.cbo.gov/topics/budget/outlook-budget-and-economy.

The projections are required by the Congressional Budget Act.

They incorporate the assumption that current laws about federal spending and 
revenues generally remain in place. 

The regular schedule is as follows:

 January—first baseline budget and economic projections. 

 March—update to baseline budget projections.

 August—update to baseline budget and economic projections. 

Special circumstances sometimes lead to schedule changes (for example, in 
April 2018 and May 2019).

Background About the Projections

http://www.cbo.gov/topics/budget/outlook-budget-and-economy
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See Congressional Budget Office, An Update to The Budget and Economic Outlook: 2019 to 2029 (August 2019), www.cbo.gov/publication/55551.

Where the Projections Are Published

http://www.cbo.gov/publication/54918
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CBO

See Congressional Budget Office, “Budget and Economic Data,” www.cbo.gov/about/products/budget-economic-data.

Where Previous Projections Can Be Found

http://www.cbo.gov/about/products/budget-economic-data
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The Economic Projections

All projections shown in this section are from Congressional Budget Office, An Update to The Budget and Economic Outlook: 2019 to 2029 (August 2019), 
www.cbo.gov/publication/55551.

http://www.cbo.gov/publication/54918
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See Robert W. Arnold, How CBO Produces Its 10-Year Economic Forecast, Working Paper 2018-02 (Congressional Budget Office, February 2018), www.cbo.gov/publication/53537.

The economic projections are usually published in January and in August.

Major factors shaping them include:

 Fiscal policies under current law,

 Background analysis by CBO’s experts,

 A macroeconometric model, and

 Internal and external review (including input from CBO’s Panel of Economic Advisers).

Key economic projections that affect CBO’s budget projections include:

 Real GDP and income,

 Inflation, and

 Interest rates.

Behind the Economic Projections

http://www.cbo.gov/publication/53537
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Factors Underlying the Growth of Potential GDP

In the coming decade, real

potential GDP—the sum of

the growth of the potential

labor force and the growth

of potential labor force

productivity—is projected to

grow faster than it has since

the 2007–2009 recession

but slower than it has in

previous periods.
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Key Inputs in CBO’s Projections of Real Potential GDP
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The Growth of GDP and Potential GDP

In CBO’s projections, the

growth of real GDP slows

over the next few years,

largely because of slower

growth in consumer

spending. The growth of real

potential GDP is faster than

its average rate since the

end of 2007, mostly because

of accelerated productivity

growth.
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Unemployment

The unemployment rate is

expected to rise steadily,

reaching and surpassing its

natural rate of 4.5 percent in

2023 before settling into its

long-term trend in later years.



16

CBO

Labor Force Participation

The labor force participation

rate is expected to respond

more slowly to the projected

slowdown in output growth,

remaining above its potential

for the next five years.
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Inflation

In CBO’s projections, a

number of factors, including

strong labor market

conditions, cause growth in

the core PCE price index to

rise from 1.9 percent in 2019

to 2.2 percent in 2020.
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Interest Rates

CBO expects both

short-term and long-term

interest rates to remain near

their current levels through

most of 2020 and then to

rise gradually as inflation

stabilizes at 2 percent—the

Federal Reserve’s long-run

objective.
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The Budget Projections

Unless a slide specifies otherwise, all projections shown in this section are from Congressional Budget Office, An Update to The Budget and Economic Outlook: 2019 to 2029
(August 2019), www.cbo.gov/publication/55551.

http://www.cbo.gov/publication/54918
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The principles and rules mainly come from law, budget resolutions, House and 
Senate rules, and the 1967 Report of the President’s Commission on Budget 
Concepts.

A key law is the Balanced Budget and Emergency Deficit Control Act, section 
257.

 It defines the baseline: “The baseline refers to a projection of current-year 
levels of new budget authority, outlays, revenues, and the surplus or deficit into 
the budget year and the outyears based on laws enacted through the 
applicable date.”

 It sets out rules for projecting spending and receipts.

 It requires an assumption of full funding for entitlements.

 It specifies the treatment of expiring programs and certain excise taxes.

How the Baseline Budget Projections Are Constructed
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CBO’s Baseline Budget Projections, by Category
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Federal Revenues and Spending



23

CBO

CBO’s Baseline Budget Projections, Compared With Actual Values 
25 and 50 Years Ago
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The Federal Budget Deficit

Deficits as a percentage of

gross domestic product are

projected to remain relatively

stable over the coming

decade. They exceed their

50-year average throughout

the 2020–2029 period.
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Federal Debt Held by the Public

As a percentage of gross

domestic product, federal

debt held by the public would

increase from 79 percent in

2019 to 95 percent in 2029.

At that point, such debt would

be the largest since 1946 and

more than twice the 50-year

average.

Debt Held by the Public
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Total Deficit, Primary Deficit, and Net Interest

In CBO’s projections,

primary deficits shrink as a

percentage of gross domestic

product, but total deficits

grow because of rising

interest costs.
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See Congressional Budget Office, Updated Budget Projections: 2019 to 2029 (May 2019), www.cbo.gov/publication/55151.

Federal Debt Held by the Public Under Illustrative Paths for Primary 
Deficits and Interest Rates

https://www.cbo.gov/publication/55151
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Congressional Budget Office, An Update to The Budget and Economic Outlook: 
2019 to 2029 (August 2019), www.cbo.gov/publication/55551.

Congressional Budget Office, Updated Budget Projections: 2019 to 2029 
(May 2019), www.cbo.gov/publication/55151.

Congressional Budget Office, Workbook for How Changes in Economic 
Conditions Might Affect the Federal Budget (January 2019), 
www.cbo.gov/publication/54934.

Congressional Budget Office, Transparency at CBO: Future Plans and a Review 
of 2018 (December 2018), www.cbo.gov/publication/54885.

Robert W. Arnold, How CBO Produces Its 10-Year Economic Forecast, Working 
Paper 2018-02 (Congressional Budget Office, February 2018), 
www.cbo.gov/publication/53537.

Congressional Budget Office, How CBO Prepares Baseline Budget Projections 
(February 2018), www.cbo.gov/publication/53532.
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