[image: image1.png]



The Effects of President Bush’s Fiscal Policies
The economic policies of the Bush administration and Republican congressional leadership are giving us the worst of all worlds.  They are driving up near-term deficits in ways that are not effective in promoting economic growth, and they are significantly adding to the long-term structural deficit.
The President has projected a record budget deficit of $423 billion for fiscal year (FY) 2006 alone, establishing the past four years as the four highest deficits in our history.  Interest on the cumulative national debt has become the fastest-growing category of government spending, consuming $189 billion in the last fiscal year that could have been better used toward important national investments or targeted tax relief.

In addition to near-term deficits, the President’s policies have created a dangerous situation of long-term structural deficits, which are intrinsically bad for the economy as well as for federal programs.  Aside from skyrockting interest payments on the national debt, the federal government will use up an increasing share of available investment capital, putting upward pressure on interest rates. This serves to slow economic growth and to increase interest rates on car loans, mortgages, and other consumer credit.  Foreign capital can potentially place commensurate downward pressure on interest rates, but the result would be that more of the returns on investments in the United States would accrue to the foreign sources of capital.

The experience of the 1990s shows that we can address this challenge if we begin now to budget responsibly. Deficit reduction legislation in 1990 and 1993, along with the strong economic growth it helped produce, led to increasingly smaller annual budget deficits between 1993 and 1997. Between 1998 and 2001, they led to annual surpluses that allowed us to retire more than $450 billion in federal debt, progress that has been reversed by the fiscal mismanagement of the last four years. The 1990 and 1993 budget agreements came at some political cost to those who supported them, but the budgetary gains resulting from them were a key to the period of prosperity that followed. We can successfully restore federal fiscal discipline, but only if we are prepared to make tough and responsible choices about our nation’s priorities. I can assure you that I will be working in support of policies that will get the budget out of deficit and promote sustainable economic growth.
U.S. Representative David Price
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