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Summary

The Congressional Progressive Caucus (CPC) has unveiled
its fiscal year 2019 (FY2019) budget, titled The People’s
Budget: A Progressive Path Forward. It builds on recent
CPC budget alternatives in setting the following priorities:
near-term job creation, financing public investments,
strengthening low- and middle-income families’ economic
security, raising adequate revenue to meet budgetary
needs while restoring fairness to the tax code,
strengthening social insurance programs, and ensuring
long-run fiscal sustainability.

This paper details the budget baseline assumptions, policy
changes, and budgetary modeling used in developing and
scoring The People’s Budget, and it analyzes the budget’s
cumulative fiscal and economic impacts, notably its near-
term impacts on economic recovery and employment.

Figures A—-C—which show the impact of The People’s
Budget on debt, deficits, and nondefense discretionary
funding compared with current law, the president’s budget,
and historical averages—appear in the body of the report.
Tables 1 and 2, which detail the policy changes within the
budget, and Summary Tables 1-4, which depict budget
totals as well as comparisons with the current law baseline,
appear at the end of the report.

We find that The People’s Budget would have significant,
positive impacts. Specifically, it would:

® |mprove the economic well-being of low- and middle-
income families by finally completing and locking in
the economic recovery. To unambiguously close the
persistent jobs gap that has plagued the U.S. economy
since the start of the Great Recession, The People’s
Budget provides an upfront economic stimulus large
enough to close estimated output gaps—a measure of
how far from potential the economy is operating—as
well as restore employment-to-population ratios for
prime-age workers to pre—Great Recession levels. The
People’s Budget would boost gross domestic product
(GDP) by 1.2 percent and employment by 1.8 million
jobs in the near term.? The budget would also ensure
that the mixture of spending and revenue changes
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provides a net fiscal boost long enough to avoid a future fiscal cliff (i.e., a sharp drop
in demand caused by budget deficits closing too quickly to sustain growth) that could

throw recovery into reverse.>

# Make necessary public investments. The budget finances roughly $209 billion in job-
creation and public-investment measures in calendar year 2018 alone and roughly
$610 billion over calendar years 2018—2019.% This fiscal expansion more than
provides the amount of fiscal support needed to rapidly reduce labor market slack
and restore the economy to full health. Furthermore, The People’s Budget also aims
to hit more ambitious long-term public investment targets by returning nondefense
discretionary spending to its historical average as a percentage of GDP by 2023.

# Facilitate economic opportunity for all. By expanding public investments, boosting
public employment, and subsidizing affordable college, child care, and other
programs for low- and middle-wage workers, The People’s Budget aims to boost
economic opportunity for all segments of the population.

= Strengthen the social safety net. The People’s Budget strengthens the social safety
net and proposes no benefit reductions to social insurance programs—in other words,
it does not rely on simple cost-shifting to reduce the budgetary strain of health and
retirement programs. Instead, it uses government purchasing power to lower health
care costs (health care costs are the largest threat to long-term fiscal sustainability)
and builds upon efficiency savings from the Affordable Care Act. The budget also
expands unemployment benefits and increases funding for education, training,
employment, and social services as well as income security programs in the
discretionary budget.®

# Smartly cut spending. The budget focuses on modern security needs by repealing
sequestration cuts and spending caps that affect the Defense Department but
replacing them with similarly sized funding reductions that are less front-loaded and
will allow more considered cuts. It ends emergency overseas contingency operation
spending in FY2019 and beyond, and it ensures a slow rate of spending growth for
the Defense Department for the remainder of the decade.

# Increase tax progressivity and adequacy. The budget restores adequate revenue
and pushes back against income inequality with a revenue target of $10.9 trillion over
FY2019-2028 to be raised progressively. Possible progressive revenue raisers to
reach the target include adding higher marginal tax rates for millionaires and
billionaires, equalizing the tax treatment of capital income and labor income, restoring
a more progressive estate tax, eliminating inefficient corporate tax loopholes, levying
a tax on systemically important financial institutions, and enacting a financial
transactions tax, among other tax policies.

# Reduce the deficit in the medium term. The budget increases near-term deficits to
boost job creation, but reduces the deficit in FY2019 and beyond relative to CBO’s
current law baseline. After increasing near-term borrowing to restore full employment,
the budget gradually reduces the debt ratio in the now-full-employment economy
over time, reaching a key benchmark of sustainability (of a stable debt-to-GDP ratio
during times of full employment). Relative to current law, the budget would reduce
public debt by $6.8 trillion (22.9 percent of GDP) by FY2028.
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For the eighth year in a row, the Economic Policy Institute Policy Center (EPIPC) has
provided assistance to the Congressional Progressive Caucus (CPC) in analyzing and
scoring the specific policy proposals in its alternative budget and in modeling its
cumulative impact on the federal budget over the next decade. The policies in CPC’s fiscal
year 2019 budget—The People’s Budget: A Progressive Path Forward—reflect the
decisions of CPC leadership and staff, not those of EPIPC (although many of the policies
included in the budget overlap with policies included in previous EPI budget plans). All
policy proposals have been independently analyzed and scored by EPIPC based on a
variety of sources, notably data from the Congressional Budget Office (CBO) and the
Office of Management and Budget (OMB).

Hunter Blair, the author of this year’s analysis, would like to acknowledge former
EPI Policy Center staff members Thomas Hungerford, Joshua Smith, Andrew
Fieldhouse, and Rebecca Thiess, whose analyses of previous CPC budgets
served as the template for this report.

Introduction

The People’s Budget is focused on both short- and long-term economic objectives. In the
short run, The People’s Budget targets a rapid and durable return to genuine full
employment through the use of expansionary fiscal policy. In the long run, The People’s
Budget pushes back on decelerating productivity growth by making necessary and
sustained public investments.

The budget was developed from the evidence-based conclusion that the present
economic challenges of joblessness and sluggish wage growth are the legacy of the
prolonged shortfall of aggregate demand that was the result of the Great Recession and
its aftermath (Bivens 2016b). This prolonged period of depressed aggregate demand also
explains the elevated budget deficits and the rise in public debt over the past decade.
Further, much recent research indicates that aggregate demand is likely to remain
depressed in coming years without an ongoing boost from policy (this hypothesis about
chronic ongoing demand shortages is often referred to as “secular stagnation”) (Bivens
2017b). Labor market slack resulting from this prolonged demand shortfall is in turn
exacerbating the decade-long trend of falling working-age household income and the
almost-four-decades-long trend of markedly increasing income inequality.

Moreover, since late 2011, contractionary fiscal policy (reduced government spending)
greatly contributed to the ongoing slack in the labor market and stagnant earnings for
most workers. While unemployment has hit welcome low levels in the past year, evidence
for continued slack in the labor market can still be seen through the low labor-force
participation rate, the high labor-underutilization rate relative to previous periods of
4-percent unemployment, and the low employment-to-population ratio of prime-age
workers (ages 25-54) (BLS 2018a, 2018b, 2018d). Expansionary fiscal policy can help
ensure a prompt and durable return to a full-employment economy, which will in turn spur

Economic Policy Institute



rising wages. While fiscal policy has very recently become more expansionary, it was
made so in unwise ways. The tax cut signed into law at the end of 2017 will give the lion’s
share of its benefits to the top 1 percent of households when it is fully phased in (Bivens
and Blair 2018). These households are not currently income-constrained in their spending,
so boosting their incomes will do little to spur aggregate demand. Further, while the rise in
discretionary spending made possible by the recent budget deal is welcome, its
expansionary effect will be blunted if some of the extra spending is cut back through
budget “rescission” (as threatened by the Trump administration) or if after the deal expires
austerity is re-established.

Accelerating and sustaining economic growth, promoting economic opportunity, and
pushing back against the sharp rise in income inequality remain the most pressing
economic challenges confronting policymakers. To directly address these issues, The
People’s Budget invests heavily in front-loaded job-creation measures aimed not only at
putting people back to work, but also at addressing the deficit in physical infrastructure
and human capital investments. In stark contrast to the current austerity trajectory for fiscal
policy, The People’s Budget substantially increases near-term budget deficits to finance a
targeted stimulus program that would include aid to state and local governments and
public works programs.® These types of investments would yield enormous
returns—particularly by reducing the long-run economic scarring caused by the underuse
of productive resources—and raise national income and living standards. The People’s
Budget also seeks to accelerate productivity growth through sustained public
investment—in part through nearly $2.0 trillion of much-needed infrastructure investments
through 2028 and in part through returning nondefense discretionary (NDD) spending to
its historical level of 3.5 percent of GDP by 2023 and keeping it there.

The People’s Budget would further promote fiscal responsibility and reach a sustainable
public-debt trajectory by raising revenues progressively, exploiting health care efficiency
savings, and maintaining the reduced spending trajectory of the Department of Defense
(DOD). This means that worries that increased deficits in The People’s Budget would put
upward pressure on interest rates are misplaced. Interest rate pressure is normally thought
to stem from anticipated future budget deficits run while the economy is forecast to be at
full employment. But in future years when the economy is at full employment, deficits will
be smaller under The People’s Budget.

After increasing near-term borrowing to restore full employment, the budget reaches a key
benchmark of sustainability: stabilizing the debt-to-GDP ratio at full employment. Relative
to current law, the budget would reduce public debt by $6.8 trillion (22.9 percent of GDP)
by FY2028. (See Summary Tables 3 and 4 at the end of this report.)
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The economic context for The People’s
Budget

More than 10 years have passed since the onset of the Great Recession in December
2007, but the economic context for The People’s Budget remains unequivocally tied to the
recession for the following reasons.

Slack likely remains

Growth in the 8.5 years since the recession’s official end has been too sluggish to restore
the economy to unambiguous full employment. While the unemployment rate as of April
2018 stands at 3.9 percent (BLS 2018c), it likely overstates the extent of labor market
recovery. The share of adults ages 25-54 with a job—which fell an unprecedented 5.5
percentage points (from 80.3 percent to 74.8 percent) from its peak to trough due to the
Great Recession—is now (as of April 2018) still just 79.2 percent (BLS 2018b). Further,
nominal wage growth still remains far below where it should be in an economy at full
employment, and no durable uptick in this nominal wage growth has so far been seen.

The slow pace of overall growth since the Great Recession ended can be entirely
explained by the drag from fiscal policy since 2011. While fiscal policy during and
immediately after the recession—particularly the enactment of the American Recovery and
Reinvestment Act (ARRA)—was strongly expansionary and arrested the economy’s sharp
decline, economic performance has since deteriorated largely because fiscal policy
became increasingly contractionary starting in 2011.

This turn toward fiscal contraction has largely been driven by the enactment of the Budget
Control Act (BCA) of 2011, which cut and capped discretionary spending and established
the automatic “sequestration” spending cuts that took effect March 1, 2013. Contractionary
fiscal measures aside from the BCA—the expiration of the payroll tax cut in January 2013,
the expiration of federal emergency unemployment benefits in December 2013, and two
rounds of benefit cuts in the Supplemental Nutrition Assistance program—have also
intensified fiscal drags (Bivens and Fieldhouse 2012). The sheer size of the contraction of
government spending over the current recovery is unprecedented. If public spending in
the current recovery had simply matched the growth trajectory of that of the early 1980s
recession and recovery, spending would be at least $1.0 trillion higher now. When
multiplier effects are taken into account, this level of spending would have induced a full
recovery (Bivens 2016b). By prematurely pulling away from fiscal support, policymakers
condemned the economy to years of unnecessarily depressed output, anemic growth,
high unemployment rates, and large cyclical budget deficits (Bivens, Fieldhouse, and
Shierholz 2013). Instead of making recovery the priority, the Washington budget debate
remained entirely focused on the one policy intrinsically at odds with spurring near-term
economic growth: reducing budget deficits. And deficits will remain high as long as the
economy is depressed. It is safe to say that by now the Budget Control Act has been an
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anti-stimulus substantially larger than the stimulus provided by the ARRA.

Fiscal expansion can restore genuine full
employment, even in the face of ‘secular
stagnation’

The still-present slack in the labor market means that fiscal expansion could return the
economy to genuine full employment. Targeting genuine full employment means more
than just closing CBO’s measure of the output gap. Instead, fiscal expansion should go
further and target a nominal wage growth that rises as fast as the sum of potential
productivity growth and the Fed’s inflation target (Bivens 2015). Based on previous history,
we would have guessed that a 4 percent rate of unemployment would have achieved this.
But unemployment has dipped below 4 percent without an uptick in wage growth. This
signals that policymakers should continue pushing unemployment down and the pace of
job growth up until the nominal wage target is met. Even with the job-creation measures
called for in The People’s Budget, this can only occur if the Federal Reserve does not raise
interest rates relative to baseline. In fact, we believe that the Federal Reserve should not
raise interest rates again until inflation actually appears in the data (Bivens 2016a).

Using fiscal policy to boost aggregate demand is not only the key to achieving a durable
return to full employment; it will also actually substantially finance itself and improve key
metrics of fiscal health (notably the public debt-to-GDP ratio) in the near term, as the extra
economic activity it spurs leads to higher tax collections and lower safety-net spending.

Productivity growth has weakened

A worrisome trend that has emerged fairly recently is that productivity growth has
decelerated over the course of the recovery. This means that the benefits of aggressive
fiscal policy to restore the economy to full employment and hold it there for a while could
be large indeed. DeLong, Summers, and Ball (2014) and Bivens (2014) have shown the
damage to estimated long-run GDP that is caused by an extended period of running the
economy below potential. Reversing the damage already done by—and preventing further
damage from—the slack in demand is a key reason why further economic stimulus is
needed and why policymakers should be aggressive in pursuing an extended period of
full employment (Bivens 2017a). Likewise, in both the short and long run, another way to
stem the tide of decelerating productivity growth is through sustained public investment.

The following sections describe the spending proposals and then the revenue policies in
The People’s Budget (see Table 1 at the end of this report). The budget is modeled and all
policies are scored relative to CBO’s adjusted April 2018 current law baseline (CBO 2018a).
Individual policies and net budgetary impacts, including projected debt-to-GDP (Figure A),
deficit-to-GDP (Figure B), and NDD budget authority—to—GDP (Figure C) ratios are
compared with CBO’s current law baseline, as well as President Trump’s FY2019 budget.
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Figure A Projected public debt as a share of GDP, FY2017-FY2028
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Figue B Projected deficit as a share of GDP, FY2017-FY2028
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FigueC Projected nondefense discretionary budget authority as a
share of GDP, excluding supplemental spending,
FY2017-FY2028
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Outlays in The People’s Budget

The People’s Budget makes targeted investments in job creation and infrastructure
spending aimed at rapidly restoring full employment, supporting a sustained recovery, and
using public investment to accelerate productivity growth, while also making targeted cuts
to reflect national priorities and improve efficiency in the budget.

The People’s Budget ramps up overall spending in the near term to support economic
recovery and pursue genuine full employment. The People’s Budget therefore heavily
invests in stimulus measures over fiscal years 2018 and 2019 when economic support is
most needed (see Table 2 at the end of this report).” Spending then supports the recovery
by ensuring that the mix of spending and revenue changes still provide a fiscal boost
relative to baseline. In later years, increased spending largely consists of additional
infrastructure spending to help meet estimated needs, as well as sustained increases in
NDD spending that return NDD spending to historical averages by 2023 and sustain it
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there, rather than letting it fall to a 60-year low of 2.2 percent of GDP in FY2028, as
projected under current law (see Figure C).

As shown in Table 2, The People’s Budget finances $3.4 trillion in mandatory job-creation
measures and public investments over FY2018-2028 ($3.3 trillion over FY2019-2028). A
large share of the spending consists of sustained investments in infrastructure and child
care subsidies.

Renewed fiscal expansion to restore full
employment

Among the spending measures are those that make up the targeted stimulus program
phased in over two years. The stimulus package, which totals $129 billion over
FY2018-2019, includes providing block grants to aid states in rehiring first responders,
funding safety net programs, and funding Medicaid ($16 billion) and funding public-works
jobs programs to boost employment, with particular emphasis on aiding distressed
communities ($114 billion). (See Table 2.) The package of public-works jobs programs
would fully finance one year of initiatives proposed by Rep. Jan Schakowsky’s (D-IIl.) in her
Emergency Jobs to Restore the American Dream Act of 2011.%

Strengthening the safety net and investing in
education

The People’s Budget expands and strengthens other key provisions of the social safety
net as well. In addition to expanding funding for child nutrition programs, it also expands
Supplemental Nutrition Assistance Program (SNAP) benefits by permanently reestablishing
the American Recovery and Reinvestment Act (ARRA) levels of SNAP benefits and undoing
SNAP cuts from the farm bill (adjustments totaling $65 billion in increased spending from
FY2019-2028, as shown in Table 1). To ensure that federal civilian and veteran retirees are
not experiencing a decline in their purchasing power, The People’s Budget indexes their
retirement benefits to the Bureau of Labor Statistics’ experimental consumer price index
for elderly households, or CPI-E, which more accurately reflects the buying patterns of
American senior citizens. The change will result in additional outlays of $120 billion over
FY2019-2028 (see Table 1).

Other spending proposals adopted over FY2019-2028 in The People’s Budget include
refinancing student loans and making college more affordable ($449 billion), investing in
teachers and K-12 schools ($244 billion), and adopting President Obama’s previously
proposed Preschool for All ($82 billion) and End Family Homelessness ($15 billion)
initiatives.
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Significantly shrinking the
infrastructure funding gap

Despite the worrying trend of decelerating productivity growth, the United States has
allowed its stock of public capital to decay. To reverse both of these trends, The People’s
Budget includes a nearly $2.0 trillion investment in infrastructure over FY2019-2028 (see
Table 2). Updating the estimates of the American Society of Civil Engineers for inflation,
this infrastructure investment would cover roughly 90 percent of the infrastructure funding
gap—the funding necessary to close the nation’s investment shortfall while offering a
sustained, continuing dedicated source of funding specifically for infrastructure
investments (ASCE 2016).

Returning NDD public investment to
historical levels

In addition to these targeted job-creation measures, infrastructure investments, and public
investments housed under the mandatory spending portion of the budget, The People’s
Budget invests heavily in the core nondefense discretionary budget. The NDD budget
houses a range of critical public investments in areas such as education, energy, basic
scientific research, workforce training, and health. The Budget Control Act (BCA) enacted
deep cuts to the NDD budget; repealing these cuts under The People’ Budget starting in
FY2019 would result in an additional $881 billion over FY2019-2028 in needed NDD
investments. The People’s Budget would also repeal the entirety of the discretionary and
mandatory BCA spending caps and sequester cuts.? In total, the CPC budget policy
changes translate to a $1.0 trillion increase in NDD outlays over current law.' Sustaining
these investments is critical for building the country’s stock of public and human capital, a
key driver of long-run productivity growth (Bivens 2012b). This boost to long-run
productivity is vital given the worrisome trend of decelerating productivity growth.

Summarizing public investments and
job-creation measures

Public investments and job-creation measures in the mandatory and NDD budgets total
$500 billion over FY2018-2019 (see Table 2), which, when combined with the other
spending and revenue provisions within The People’s Budget, is more than enough fiscal
support to fully close the remaining jobs gap. In addition to the nearly $2.0 trillion
investment in infrastructure, mandatory public investment includes a $1.0 trillion
investment in an affordable-child-care-for-all subsidy program over FY2019-2028. The
NDD public investments as well as mandatory changes in The People’s Budget bring total
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job creation and public investments in The People’s Budget to $5.8 trillion above the
current law baseline over FY2018-2028 (see Table 2)." Critically, NDD budget authority
would reach the historical average of 3.5 percent of GDP by 2023. By FY2028, under The
People’s Budget, NDD budget authority is projected to remain at the historical average of
3.5 percent. In comparison, under current law, NDD budget authority is projected to
decline to 2.2 percent by 2028. Meanwhile, the president’s budget would drastically
reduce NDD budget authority, lowering it to 1.2 percent by FY2028 (see Figure C). This
classification of federal spending is especially vital because much of it is needed public
investment—purchases the government can make now that will boost employment in the
short run but also provide lasting benefits, such as infrastructure and education. Under
current law, such investment will soon reach its historical low as a share of GDP and
continue to decline thereafter (Smith 2014b).

Targeted spending cuts and health
efficiency savings

The People’s Budget also proposes adjusting the pace of defense savings and finding
other targeted and efficient savings in the budget. Over FY2019-2028, the CBO 2018
current law baseline includes a $798 billion reduction in DOD outlays from the BCA
spending caps and sequestration cuts. The People’s Budget repeals these cuts and
replaces them with similarly sized cuts that allow for a more gradual and considered
approach to spending reductions. The budget provides $66 billion in budget authority for
DOD overseas contingency operations (OCO) for FY2018—the same as the baseline and
enough to fund full and safe withdrawal from Afghanistan—after which all OCO funding is
ended. Responsibly reducing OCO spending would save $798 billion over FY2019-2028
relative to current law (see Table 1).

The People’s Budget achieves savings outside of the Defense Department as well, many
of which would build on the efficiency reforms already enacted in the Affordable Care Act.
The budget implements the following policies (shown in Table 1): the addition of a public
insurance option to Affordable Care Act health insurance exchanges (“Public option”);
negotiation of Medicare Part D pharmaceutical drug prices with pharmaceutical companies
(similar to current negotiation of drug prices through Medicaid); working to increase
availability of generic drugs through the CREATES Act; reform of pharmaceutical drug
development and patent rules; payment and administrative cost improvements (“Bundle
Medicare’s payments”); and efforts to reduce fraud and abuse in Medicaid. In total,
implementing these six policies would decrease budget deficits by an estimated $700
billion over FY2019-2028. Along with health savings, The People’s Budget would adopt a
proposal from President Obama’s FY2017 budget to cut $19 billion from crop insurance
subsidies (“Reduce agriculture subsidies” in Table 1) from 2019 to 2028—a proposal made
necessary by the expansion of the subsidy program in the Agriculture Act of 2014.
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Revenue in The People’s Budget

The U.S. tax code is failing in a number of dimensions. Tax receipts have been deliberately
driven down to levels that cannot support current national priorities (let alone
commitments to an aging population in an economy plagued by high rates of excess
health care cost growth). Tax policy has increasingly exacerbated income inequality, and
complexity within the tax code means that an individual’s or corporation’s tax bill can too
easily depend on the abilities of one’s accountant. On each of these dimensions, the 2017
Republican Tax Cuts and Jobs Act (TCJA) made the tax code considerably worse (Bivens
and Blair 2017).

Previous versions of the CPC budget have reformed the tax code by enacting policies that
would restore lost progressivity (so that effective tax rates reliably rise with income), push
back against rising income inequality, raise sufficient revenue, and close inefficient or
economically harmful loopholes. This year’s People’s Budget follows its past iterations by
calling for a fair tax code that raises the revenue necessary for substantial public
investments.

However, the TCJA made significant changes to the tax code, which thereby affected the
budget baseline that policy scores are modeled from. The recentness of the tax changes
made scoring relative to the new budget baseline more difficult than in previous years
without the use of a comprehensive microsimulation model, which was beyond the scope
of our technical support for budget modeling. In lieu of a list of specific provisions, The
People’s Budget sets a topline revenue target, to be raised progressively, that is large
enough to pay for increased public investments and stabilize the debt-to-GDP ratio at full
employment. Possible progressive revenue raisers mentioned by The People’s Budget to
help reach this target should be familiar to readers of previous analyses. They include, for
example, equalizing capital gains and dividends tax rates with the tax rate on labor
income, ending tax breaks for offshore investment, ending the step-up basis for capital
gains at death, imposing a financial transactions tax, and raising top individual income tax
and estate tax rates, among other progressive tax policies.

The People’s Budget specifies a topline revenue target of $10.9 trillion over FY2019-2028.

This increases revenues as a share of GDP by 4.3 percent over FY2019-2028, from 17.5
percent under current law to 21.8 percent. (See Summary Tables 2—4.) Though higher
relative to GDP than the previous post—World War Il high of 19.9 percent in 2000 (OMB
n.d.), this percentage remains small relative to that of other developed economies (even
when state and local tax rates are taken into account). Moreover, aside from the United
States, the great majority of advanced economies have increased their revenue-to-GDP
ratios in recent decades (OECD n.d.), a logical extension of greater national wealth and
aging populations.

Although tax increases are contractionary under current conditions, the economic impact
of a dollar of government spending (as shown by the fiscal multiplier) is about three times
higher than the economic impact of a dollar of revenue in our estimates. Much of the
revenue would be raised from upper-income households and businesses (which have
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relatively low marginal propensities to consume and thus particularly low fiscal multipliers
even among tax changes) and used to finance high bang-per-buck job-creation measures.
Therefore the relatively small fiscal drag from raising revenue would be more than offset
by the other budget policies.

We think that the CPC has specified a revenue target that can be plausibly reached
through progressive reforms to the tax code. For more details on the amount that
individual progressive tax policies could raise (keeping in mind that they are relative to a
pre-TCJA budget baseline), readers should look to previous years’ versions of our analysis
of the CPC budget. For example, last year the CPC budget raised revenues by $9.0 trillion
from FY2018-2027 (Blair 2017). Likewise, the additional revenue lost by the TCJA
amounted to $1.9 trillion over FY2018-2028 (CBO 2018b). For our analysis, we assume
that the revenue is raised as a fixed percentage of GDP each year and that the split
between individual income, corporate income, payroll, and other taxes matches their
respective ratios relative to total revenues from last year's CPC budget.

The People’s Budget’s near-term
impact on jobs and growth

To eliminate the slack in the labor market—a precondition for fast and equitable wage
growth—The People’s Budget would finance enough in job-creation measures and public
investments to roughly close the projected jobs gap and push the unemployment rate well
below the current estimates of the “natural” unemployment rate in calendar years
2018-2019, provided the Federal Reserve accommodated the expansion. We believe that
the current estimates of the economy’s “natural” rate of unemployment are clearly too
high and that the U.S. economy could experience a sustained return to genuine full
employment under The People’s Budget.

If the full amount of increased outlays and other job-creation measures in The People’s
Budget were passed and implemented in calendar year 2018, and the Fed did not actively
try to neutralize their effect on the economy, we project that on net GDP would grow by an
additional $252 billion (1.2 percent) and nonfarm payroll employment by 1.8 million jobs
over calendar year 2018 relative to CBO’s current law baseline. Given that calendar year
2018 is two quarters gone, and given as well that some spending might create jobs only
after an additional lag, the job-creation numbers for 2018 might come in below these
projections, but this means that our estimates for 2019 would rise as activity and job
creation spilled over into that year. In this analysis, we ignore these issues of potential lags
and assume that the economic impact of The People’s Budget’s changes in outlays and
revenues are reflected in the calendar year that these budget changes are made. Again,
the only real concern this raises is that some of the impacts will be pushed from the end of
2018 into early 2019. Either way, The People’s Budget will both solidify and accelerate an
economic recovery that is clearly progressing, but is still coming too slowly, and that too
many policymakers are assuming to be inevitable and imminent.

Specifically, The People’s Budget would increase spending on job-creation and public-
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investment measures by $209 billion in calendar year 2018 and $401 billion in calendar
year 2019 relative to CBO’s current law baseline, for a total of $610 billion over calendar
years 2018-2019."? The associated boost to aggregate demand would be enough to
substantially reduce labor market slack, taking into consideration minor economic
headwinds from raising additional revenue (which has a countervailing contractionary
effect, albeit relatively small per dollar). The People’s Budget would increase revenue by
roughly $175 billion in calendar year 2018 and $767 billion in calendar year 2019, relative
to current law.”® If these revenue increases were not so progressive, one could worry that
they would actually reduce the deficit too rapidly in 2019 and would drag on growth. But
because progressive revenue increases drag much less on demand growth, and because
extra spending with large multipliers is sustained in 2019, we are confident that the
economy can accept these revenue increases without slowing markedly.

On net, The People’s Budget would boost GDP by $252 billion (1.2 percent) over calendar
year 2018 relative to CBO’s current law baseline. Sustaining a fiscal boost for several years
would be necessary to avoid creating a fiscal cliff demand shock. The People’s Budget
does that even with reduced deficits by mixing very-high-multiplier spending increases
with progressive revenue increases that drag much less on demand growth. These effects
are projected based on the assumption that the Federal Reserve accommodates the fiscal
expansion by not raising interest rates relative to baseline. While in our view the Federal
Reserve should be accommodating to this expansion, recent rate increases make it
plausible that the Federal Reserve would respond by raising rates. For more information,
see Bivens 2016a.
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Appendix

Budgetary scoring and modeling

The Economic Policy Institute Policy Center has scored the policies proposed by The
People’s Budget and modeled their cumulative impact relative to CBO’s adjusted April
2018 baseline (CBO 2018a). Table 1 at the end of the paper lists the major policy alterations
to the adjusted April 2018 baseline and broadly separates policy proposals into two
categories: revenue policies and spending policies. All policies are depicted as the net
impact on the primary budget deficit (excluding net interest) rather than the impact on
receipts and outlays. Note that some policies in the spending adjustments include revenue
effects. Spending changes in Table 1 reflect outlays rather than budget authority. Debt
service is calculated from the net fiscal change to the primary budget deficit, and the
unified budget deficit is adjusted accordingly. The net impact of these policy changes on
the budget, as well as relative to CBO’s current law baseline, can be found in Summary
Tables 1-4. All figures in the tables and graphs are for fiscal years, but the text includes
key calculations for calendar years.

In some instances it is necessary to extrapolate from existing official or trusted scores (e.g.,
those from the Congressional Budget Office and the Office of Management and Budget) to
adjust from a previous budget window to the current budget window. In these instances,
the out-year scores are adjusted as a rolling average of the change in revenue or outlays
for the last three years of an official score. Where available, revenue and outlay effects, as
well as on- and off-budget effects, are extrapolated separately. All policy changes affecting
Social Security are modeled as off-budget revenue and outlay effects and are reflected in
the summary tables as such.

Tax policies to reach the CPC budget revenue target are assumed to be implemented on
January 1, 2019. Tax policies modeled from scores starting before FY2018 assume 75
percent of the revenue score for that year (the three quarters of FY2018 in calendar year
2018). More broadly, fiscal year scores are calculated as 25/75 weighted-average
calendar-year scores where necessatry.

Economic analysis

All economic impacts are estimated relative to CBO’s current law baseline.

A fiscal multiplier of 1.4 has been assigned to government spending provisions, and a
fiscal multiplier of 0.5 has been assigned to tax provisions. These are essentially rough
median estimates from a range of studies. Some of these sources include Moody’s
Analytics Chief Economist Mark Zandi (Zandi 2011), the International Monetary Fund, CBO,
and the Council of Economic Advisers, among other forecasters (Bivens 2012a; CBO 2012;
CEA 2011; IMF 2012). Best estimates for tax provisions’ multipliers demonstrate greater
variance depending on how they are targeted to households or businesses more or less

Economic Policy Institute

15



likely to spend an extra dollar of disposable income. Multiplier estimates of increased
taxes on upper-income households (following the policy of the Obama administration) and
corporations are lower, at 0.25 and 0.32, respectively, and The People’s Budget
progressive revenue provisions likely fall into one of these two categories. The multiplier
for pricing carbon would be somewhat higher, even taking into consideration the
refundable rebate, and 0.5 is assigned as a conservative estimate for all tax changes.

Policy adjustments for 2018 are calculated as 100 percent of FY2018 and 25 percent of
FY2019 budgetary costs. All current policy adjustments for calendar year 2019 adopt a 75/
25 fiscal year/calendar year split. Following the methodology in Bivens and Fieldhouse
(2012), a multiplier of 1.4 is assigned to removing sequestration. These estimated

|71

multipliers are the “all else equal” effect of fiscal changes. Given that the Federal Reserve
has been aggressively raising rates over the past year, they may well decide to actively
neutralize the job-creation effects of any fiscal expansion. We believe this would be a
mistake, but it is a reality. This consideration is why no one lever of policy—whether it’s
fiscal policy, monetary policy, trade policy, labor policy, or anything else—can ever by itself
solve all problems facing working Americans. Instead, a commitment to using all policy

levers to boost low- and moderate-income households’ economic prospects is needed.

The impact on the unemployment rate is calculated as an estimate using Okun’s rule of
thumb. Specifically, the change in unemployment is projected by the percentage-point
change in the relative output gap (actual output divided by potential output) divided by
2.0. Estimates for the change in nonfarm payroll employment are based on the percent
change in GDP, using the methodology outlined in Bivens 2011. To calculate the effect on
the share of prime-age workers (those between 25 and 54 years old) with a job (the
employment-to-population ratio, or EPOP), we assume that 65 percent of the 1.8 million
jobs created will go to this group, commensurate with their share of the total labor force.
The resulting 115 million boost to employment for this group would push the prime-age
EPOP by just under one full percentage point, restoring it to roughly the 80.1 percent that it
averaged in the labor market peak of 2007.

Endnotes

1. Where policies in The People’s Budget have been carried over from previous CPC budgets, this
paper draws accordingly from EPIPC’s analyses of CPC’s fiscal 2012, 2013, 2014, 2015, 2016, 2017,
and 2018 budget alternatives: The People’s Budget: A Technical Analysis (Fieldhouse 2011); The
Budget for All: A Technical Report on the Congressional Progressive Caucus Budget for Fiscal
Year 2013 (Fieldhouse and Thiess 2012); The Back to Work Budget: Analysis of the Congressional
Progressive Caucus Budget for Fiscal Year 2014 (Fieldhouse and Thiess 2013); The ‘Better Off
Budget’: Analysis of the Congressional Progressive Caucus Budget for Fiscal Year 2015 (Smith
2014a); The ‘People’s Budget’: Analysis of the Congressional Progressive Caucus Budget for
Fiscal Year 2016 (Hungerford 2015); ‘The People’s Budget’: Analysis of the Congressional
Progressive Caucus Budget for Fiscal Year 2017 (Blair 2016); ‘The People’s Budget’: Analysis of
the Congressional Progressive Caucus Budget for Fiscal Year 2018 (Blair 2017).

2. In previous budget analyses, we targeted an unemployment rate of 4 percent as indicating full
employment. But unemployment has dipped below 4 percent without any upward momentum in
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wage or price inflation. In this analysis we instead target a return to previous peaks in the
employment-to-population ratio of prime-age (25- to 54-year-old) workers.

3. These estimates are measured relative to CBO’s current law baseline. In our estimates the
macroeconomic effect occurs at the end of 2018. Given that two quarters of 2018 have already
gone by and given various lags in enacting policy, as well as lags in policy affecting the economy,
it's likely that this level of effectiveness could be reached in early 2019 instead. Regardless, if the
job-creation measures in The People’s Budget were passed in coming months, there would be
substantial near-term improvement in economic activity and jobs.

4. These estimates are measured relative to CBO’s current law baseline. This includes job-creation
measures, public investments, nondefense discretionary spending increases, and repeal of
Budget Control Act discretionary spending caps (see Table 2).

5. The People’s Budget apportions increases to the nondefense discretionary budget functions as
follows: 15 percent for International Affairs (Function 150); 5 percent for General Science, Space,
and Technology (F250); 5 percent for Energy (F270); 5 percent for Natural Resources and
Environment (F300); 5 percent for Commerce and Housing Credit (F370); 5 percent for Community
and Regional Development (F450); 15 percent for Education, Training, Employment, and Social
Services (F500); 10 percent for Health (F550); 20 percent for Income Security (F600); 10 percent
for Veterans Benefits and Services (F700); and 5 percent for Administration of Justice (F750).

6. The characterization of current fiscal policy as “austere” is eminently justifiable when comparing
spending growth over the current recovery with spending growth in all other post—World War Il
recoveries—particularly when the size of the output gap at the trough of the Great Recession is
taken into account.

7. This includes undoing nondefense discretionary spending cuts included in the Budget Control Act.

8. The proposed Emergency Jobs to Restore the American Dream Act of 2011 was included in the
Budget for All, the Congressional Progressive Caucus’s FY2013 budget alternative. The jobs-
creation package invests $113.5 billion in each of two years and was estimated by Rep.
Schakowsky’s staff to support the creation of two million jobs (Fieldhouse and Thiess 2012).

9. The $881 billion is the additional NDD outlays that result from repealing both the BCA NDD caps
and the BCA NDD sequester over FY2019-2028.

10. This value differs from the subtotal of additional NDD increases in Table 2 because of decreases
in NDD spending under The People’s Budget resulting from ending supplemental spending for
war, disaster, and emergencies. The value differences are particularly salient this year as NDD
emergency budget authority totaled $102 billion for FY2018 since the most recent federal budget
deal included a one-time disaster relief package. However, CBO’s budget baseline is required to
grow the most recent discretionary appropriation at the rate of inflation, even when that
appropriation is one-time emergency spending. We think it is safe to assume that emergency
funding will not be historically large for the next 10 years, meaning this reduction in emergency
spending in the CPC budget will not constitute a reduction in actual spending. For context, CBO
scored a policy alternative for providing emergency nondefense funding at the average historical
amount over the budget window, which decreases the deficit by $577 billion over FY2019-2028
(CBO 2018b). In the CPC budget, NDD budget authority is increased gradually in order to reach
historical levels of NDD budget authority by 2023 and is then sustained at historical levels for the
rest of the budget window. The associated budgetary outlays can be seen in Table 2.

11. This includes undoing both phases of NDD cuts in the BCA.
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12. These calendar-year increases are based on additional outlays of $112 billion in FY2018, $388
billion in FY2019, and $438 billion in FY2020, relative to CBO’s current law baseline (see Table 2).

13. These calendar year increases are based on net increases in revenue of $699 billion in FY2019
and $971 billion in FY2020 relative to CBO’s current law baseline (see Summary Table 3).

14. Debt service is calculated by CBO’s debt service matrix for the April 2018 baseline.
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Table 1 Policy modifications for CPC FY2019 budget alternative (billions of dollars)

Total
2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2019-2023 2019-2028 2018-2028
Total deficit under CBO Adjusted April ~ -793 -973 -1,003 -1118 -1275 -1,273 -1245 -1352 -1,321 -1,314 -1,527  -5642 -12,401 -13,193
2018 current law baseline
Additional revenue policy adjustments (impact on primary budget deficit, billions of dollars)
Revenue target (individual income 260 361 375 389 404 420 436 453 470 489 1,789 4,057 4,057
taxes)
Revenue target (social insurance 31 43 44 46 48 50 52 54 56 58 212 480 480
taxes)
Revenue target (corporate income 143 199 207 215 223 232 241 250 260 270 987 2,239 2,239
taxes)
Revenue target (excise and other 264 367 381 395 410 427 443 460 478 497 1,819 4,124 4124
taxes)
Additional spending policy adjustments (impact on primary budget deficit, billions of dollars)
Repeal Budget Control Act (BCA) -9 12 -165 -189 -203 -215 -222 -229 -245 -224 -678 -1,812 -1,812
mandatory and discretionary cuts
(both phases)
Infrastructure investments -254 -254 -254 -193 -193 -166 -166 -166 -166 -166 -1147 -1,975 -1,975
Additional public investment and job -86  -92 -74 90 -107 -123 -140 157 -172 -189 -205 -486 -1,350 -1,436
creation provisions
Investments (nondefense 25  -33 -58 -87 19 152 175 194 211 -229 -248 -449 -1,506 -1,632
discretionary increases over removing
BCA)
Preschool for all -2 -6 -7 -9 -10 -1 -10 -9 -9 -9 -34 -82 -82
Affordable college and refinancing 102 32 -36 -37 -38 -39 40 -41 -42  -43 -246 -449 -449
student loans
Restore Supplemental Nutrition -5 -6 -7 -7 7 7 7 -7 -7 -7 31 -65 -65
Assistance Program (SNAP) benefit
levels and child nutrition
End Overseas Contingency 4 63 74 80 84 87 89 91 93 95 342 798 798
Operations (OCO) after FY18 (both
050 and 150)
End supplemental spending* after 18 38 51 63 74 83 91 99 107 13 243 736 736
FY18
Base Department of Defense (DOD) 43 62 7 77 83 85 89 95 103 12 336 821 821
adjustments
Negotiate Rx payments for Medicare 25 37 40 44 47 51 55 58 63 68 194 489 489
Establish Paid Leave Partnership 0 -1 -1 -1 0 0 0 0 -2 -2 -2
Public option (expenditures only) -3 6 6 7 8 9 10 1 12 14 23 78 78
Reform rules for Rx development/ 1 2 2 3 3 3 4 10 25 25
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Table 1 (cont.) Total
2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2019-2023 2019-2028 2018-2028

Reduce fraud, waste, and abuse in 0 0 0 0 0 0 0 0 0 0 1 2 2

Medicaid

Bundle Medicare’s payments to 4 8 9 10 10 " 12 12 13 14 40 102 102

health care providers

Replace growth rate of civilian and 0 2 -4 -6 -9 -13 -16 -19 -24 =217, 21 -120 -120

veteran retirement programs with

CPI-E

End Family Homelessness Initiative 0 -1 -1 -1 -1 -2 -2 -2 -2 -3 -5 -15 -15

State single-payer start-up fund -2 -2 -2 -1 -1 -1 -1 -1 -1 -1 -8 -12 -12

Comprehensive immigration reform -23 -35 -39 -45 -52 -61 -70 -82 95  -110 -194 -612 -612

(expenditures only)

Reduce agriculture subsidies 1 2 2 2 2 2 2 2 2 2 9 19 19

CREATES Act 0 0 0 0 0 0 0 0 0 0 2 4 4

Public financing of campaigns -1 -1 -1 -1 -1 -1 -1 -1 -1 -1 -5 -12 -12
Net policy adjustments (primary) -112 305 605 569 614 607 629 637 649 653 691 2,700 5,960 5,849

Debt service impact of policy S 1 18 42 66 88 107 127 150 175 202 215 975 974

adjustments

Net impact of policy adjustments 13 306 624 611 680 695 736 764 799 827 893 2,915 6,935 6,822

CPC FY19 deficit -906 -667 -380 -507 -595 -578 -509 -588 -522 -487 -634 -2,727 -5,466 -6,372
Memorandum

CPC defense discretionary outlays 72 9 10 9 8 1 9 2 -4 N 36 30 -30

relative to current law defense
discretionary outlays (excluding OCO)

CPC defense discretionary budget -74 -75 -77  -80 -84 -81 -82 -88 94  -100 -390 -834 -834
authority relative to President’s FY19

budget’s proposed discretionary

budget authority (excluding OCO)

* Supplemental spending includes disaster, emergency, and 21st Century Cures Act
Note: Figures are for fiscal years. Numbers may not add due to rounding.
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Table 2 Spending on public investments and job-creation measures in CPC FY2019 budget
alternative, relative to CBO current law baseline (billions of dollars)

Total
2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2019-2023 2019-2028 2018-2028

Mandatory measures

Sustained infrastructure program 0 254 254 254 193 193 166 166 166 166 166 1147 1,975 1,975
Public works jobs program and aid to 76 38 0 0 0 0 0 0 0 0 0 38 38 14
distressed communities

Invest in teachers and K-12 schools 0 24 24 24 24 24 24 24 24 24 24 122 244 244
Block grants to states (first responders, 1 5 0 0 0 0 0 0 0 0 0 5 5 16
Medicaid, safety net etc)

Affordable Child Care for All subsidy 0 22 47 63 79 94 110 126 142 158 174 304 1,016 1,016
program

Improve Unemployment Insurance 0 2 3 4 4 4 5 6 6 6 7 17 46 46
(UIl) extended benefits

Subtotal, mandatory measures 86 346 328 344 300 316 306 322 338 355 37 1,634 3,325 3,41

Additional non-defense discretionary (NDD) public investments

Repeal BCA NDD cuts, both phases 0 9 52 79 92 98 103 107 10 M4 116 330 881 881
Investments (NDD increases over 25 33 58 87 M9 152 175 194 211 229 248 449 1,506 1,532
removing BCA)

Subtotal, additional NDD increases 25 42 110 166 211 249 279 301 322 342 364 779 2,387 2,412

relative to current law

Total, job creation measures and public 12 388 438 511 511 565 584 623 659 697 735 2,413 5,712 5,824
investments

Note: Figures are for fiscal years. Numbers may not add due to rounding.
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Summary Table
1

CPC FY2019 budget totals (billions of dollars)

Total
Actual, 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2019-2023 2019-2028

Revenues

Individual income taxes 1,587 1,640 2,005 2,195 2,275 2,381 2,499 2,622 2,755 3,028 3,275 3,414 1,355 26,449

Payroll taxes 1162 1178 1,262 1,327 1,381 1,441 1,504 1,569 1,635 1,700 1,768 1,838 6,915 15,423

Corporate income taxes 297 243 419 506 534 568 611 653 688 699 691 718 2,638 6,086

Other 270 279 502 621 646 671 703 734 762 793 830 864 3,145 7128
Total 3,316 3,339 4189 4,650 4,837 5,061 5,317 5,575 5,839 6,219 6,565 6,833 24,054 55,086

On-budget 2,466 2,479 3,259 3,667 3,81 3,993 4,206 4,420 4,637 4,972 5,268 5,486 18,936 43,719

Off-budget?® 851 860 930 984 1,025 1,068 1M 1156 1,202 1,248 1,297 1,348 518 11,367
Outlays

Mandatory 2,519 2,629 3,221 3,280 3,483 3,681 3,832 SI958 4,226 4,473 4,715 5,055 17,497 39,919

Discretionary 1,200 1,299 1,247 1,284 1,334 1,399 1,450 1,499 1,556 1,602 1,648 1,700 6,714 14,719

Net interest 263 317 388 466 527 576 613 631 646 667 688 712 2,570 5,914
Total 3,982 4,244 4,856 5,030 5,344 5,656 5,895 6,084 6,427 6,742 7,052 7467 26,780 60,552

On-budget 3180 3,391 3,941 4,050 4296 4535 4697 4,809 5,068 5,300 5,518 5,832 21,518 48,044

Off-budget?® 801 853 915 980 1,049 1121 1,198 1,275 1,359 1,442 1,534 1,635 5,262 12,507
Deficit (-) or surplus -665 -906 -666 -380 -507 -595 -578 -509 -588 -522 -487 -634 -2,727 -5,466

On-budget -715 -912 -682 -384 -484 -542 -491 -389 -430 -328 -249 -346 -2,582 -4,326

Off-budget?® 49 7 15 4 -23 -53 -87 -120 -158 -194 -238 -287 -144 -1140
Debt held by the public 14,665 15,789 16,550 16,987 17,543 18,183 18,807 19,365 20,007 20,585 21129 21,820 n.a. n.a.
Memorandum

Gross domestic product 19178 20,103 21136 22,034 22,872 23716 24621 25583 26,595 27608 28,677 29,803 14,379 252,646

a. The revenues and outlays of the Social Security trust funds and the net cash flow of the Postal Service are classified as off-budget.

Note: Figures are for fiscal years.
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summary Table  CPC FY2019 budget totals (percentage of GDP)

2
Total
Actual, 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2019-2023 2019-2028
Revenues
Individual income taxes 8.28% 8.16% 9.49% 9.96% 9.95% 10.04% 1015%  10.25% 10.36%  10.97% 1.42% 1.45% 9.93% 10.47%
Payroll taxes 6.06% 5.86% 5.97% 6.02% 6.04% 6.08% 6.11% 6.13% 6.15% 6.16% 6.16% 6.17% 6.05% 6.10%
Corporate income taxes 1.55% 1.21% 1.98% 2.30% 2.33% 2.39% 2.48% 2.55% 2.59% 2.53% 2.4% 2.4% 2.31% 2.41%
Other 1.41% 1.39% 2.38% 2.82% 2.83% 2.83% 2.86% 2.87% 2.87% 2.87% 2.89% 2.90% 275% 2.82%
Total 17.29% 16.61%  19.82% 211% 2115% 2134%  2159%  2179%  2196% 22.53% 22.89% 22.93% 21.03% 21.80%
On-budget 12.86% 12.33% 15.42% 16.64% 16.66% 16.84% 17.08% 17.28% 1744% 18.01% 1837%  18.41% 16.56% 17.30%
Off-budget?® 4.44% 4.28% 4.40% 4.46% 4.48% 4.50% 4.51% 4.52% 4.52% 4.52% 4.52% 4.52% 4.47% 4.50%
Outlays
Mandatory 1313% 13.08% 15.24% 14.89% 15.23% 15.52% 15.56% 15.45% 15.89% 16.20% 16.44% 16.96% 15.30% 15.80%
Discretionary 6.26% 6.46% 5.90% 5.83% 5.83% 5.90% 5.89% 5.86% 5.85% 5.80% 5.75% 5.70% 5.87% 5.83%
Net interest 1.37% 1.58% 1.84% 21% 2.31% 2.43% 2.49% 2.47% 2.43% 2.41% 2.40% 2.39% 2.25% 2.34%
Total 20.76% 211% 22.97% 22.83% 2337% 23.85% 23.94% 2378% 2417% 24.42% 2459% 25.05% 23.41% 23.97%
On-budget 16.58% 16.87% 18.65% 18.38% 1878%  1912%  19.08% 18.80% 19.06% 19.20% 19.24% 19.57% 18.81% 19.02%
Off-budget?® 418% 4.25% 4.33% 4.45% 4.58% 473% 4.86% 4.99% 51% 5.22% 5.35% 5.49% 4.60% 4.95%
Deficit (-) or surplus -3.47% -4.51% -316% -172% -2.22%  -2.51% -2.35%  -1.99% -2.21% -1.89% -170% -213% -2.38% -2.16%
On-budget -373% -4.54%  -3.23% -1.74% -212% -2.29% -1.99% -1.52% -1.62% -119% -0.87% -116% -2.26% -1.71%
Off-budget?® 0.26% 0.03% 0.07% 0.02% -0.10% -0.22%  -0.35% -0.47% -0.59% -0.70% -0.83%  -0.96% -013% -0.45%
Debt held by the public 76.47% 78.54% 7830%  7710%  7670% 76.67% 76.38% 7570% 75.23% 7456% 73.68% 73.22% n.a. n.a.

a. The revenues and outlays of the Social Security trust funds and the net cash flow of the Postal Service are classified as off-budget.

Note: Figures are for fiscal years.
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summary Table  CPC FY2019 budget vs. current law (billions of dollars)
3

Total
Actual, 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2019-2023 2019-2028

Revenues
Individual income taxes 0 0 261 362 375 389 404 420 436 453 470 489 1,791 4,059
Payroll taxes 0 0] 31 42 44 46 47 50 52 53 56 57 21 479
Corporate income taxes 0 0] 143 199 207 215 223 232 241 250 259 270 987 2,239
Other 0 (0] 264 367 381 395 an 427 443 460 478 497 1,818 4123
Total 0 0 699 o7 1,008 1,045 1,085 1127 1172 1,217 1,264 1,313 4,807 10,900
On-budget 0 0 668 928 964 999 1,038 1,078 1120 1163 1,208 1,256 4,597 10,421
Off-budget?® 0 0 31 42 44 46 47 50 52 53 55 57 21n 479
Outlays
Mandatory 0 86 505 420 451 414 437 438 465 492 530 536 2,226 4,687
Discretionary 0 25 -m -54 -12 17 4 60 70 75 81 86 -9 253
Net interest 0 1 -1 -18 -42 -66 -88 -107 -127 -150 -175 -202 -215 -975
Total o 13 393 347 397 365 390 391 408 418 436 420 1,892 3,965
On-budget (0] 13 392 347 396 365 389 390 406 415 433 416 1,890 3,950
Off-budget?® o 0 0 o 0 1 1 1 2 2 3 4 2 15
Deficit (-) or surplus 0 -13 306 624 en 680 695 736 764 799 827 893 2,915 6,935
On-budget 0 13 275 581 567 634 648 688 714 748 775 840 2,707 6,471
Off-budget® 0 0] 30 42 44 45 47 48 50 51 52 53 209 464
Debt held by the public 0 13 -193 -816 -1,427  -2)07 -2,802 -3538 -4303 -5101 -5929 -6,822 n.a. n.a.

a. The revenues and outlays of the Social Security trust funds and the net cash flow of the Postal Service are classified as off-budget.

Note: Figures are for fiscal years.
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Summary Table  CPC FY2019 budget vs. current law (percentage of GDP)
4

Actual,
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2019-2023 2019-2028

Revenues
Individual income taxes 0 0.00% 123% 164% 164% 164% 164% 164% 164% 164% 164% 1.64% 1.57% 1.61%
Payroll taxes 0 0.00% 014% 019% 019% 019% 019% 0.20% 0.20% 019%  019% 0.19% 0.18% 0.19%
Corporate income taxes 0 0.00% 068% 090% 091% 091% 090% 091% 091% 0.90% 0.90% 0.91% 0.86% 0.89%
Other 0 0.00% 125% 167% 167% 167% 167% 167% 167% 167% 1.67% 1.67% 1.59% 1.63%
Total 0 0.00% 330% 4.41% 441% 44% 44% 44% A4%  A44%  A44% 4.41% 4.20% 4.31%
On-budget 0 0.00% 316% 421% 4.21% 421% 421% 421% 421% 4.21% 421% 4.21% 4.02% 412%
Off-budget® 0 0.00% 014%  019%  019%  019% 019% 019% 0.20% 019%  019% 0.19% 0.18% 019%
Outlays
Mandatory 0 0.43% 239% 190% 197% 175% 178% 171% 175%  178%  1.85% 1.80% 1.95% 1.86%
Discretionary 0 013% -0.52% -0.25% -0.05% 0.07% 017% 0.23% 0.26% 0.27% 0.28% 0.29% -0.10% 0.10%
Net interest 0 0.01% 0.00% -0.08% -018% -0.28% -0.36% -0.42% -0.48% -0.54% -061% -0.68% -0.19% -0.39%
Total 0 0.56% 186% 158% 173% 154% 158% 153% 153% 151% 1.52% 1.41% 1.65% 1.57%
On-budget 0 0.56% 186% 158% 173% 154% 158% 152% 153% 1.50% 1.51% 1.40% 1.65% 1.56%
Off-budget® 0 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.01% 0.01% 0.01% 0.01% 0.00% 0.01%
Deficit (-) or surplus 0 -0.56% 1.45% 2.83% 267% 287% 2.82% 2.88% 287% 289% 2.89% 3.00% 2.55% 2.74%
On-budget 0 -0.56% 130% 264% 248% 267% 263% 269% 268% 271% 270% 2.82% 2.37% 2.56%
Off-budget?® 0 0.00% 014%  019%  019%  019% 019%  019%  019%  018% 0.18% 0.18% 0.18% 0.18%
Debt held by the public o] 0.56% -0.91% -371% -6.24% -8.89% -11.38% -13.83% -16.18% -18.48% -20.67% -22.89% n.a. n.a.
Memorandum (debt held by the public as a share
of GDP)
CPC 76.47%  78.54% 78.30% 77.09% 76.69% 76.66% 76.38% 75.69% 75.22% 74.56% 73.68% 73.21% n.a. n.a.
Current law 76.47%  7798% 79.21% 80.80% 82.94% 85.55% 8776% 89.53% 91.41% 93.04% 94.35% 9611% n.a. n.a.

a. The revenues and outlays of the Social Security trust funds and the net cash flow of the Postal Service are classified as off-budget.

Note: Figures are for fiscal years.
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