Deficits don't matter in Donald Trump's budget
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President's proposal would add $4.8 trillion in debt over next five years, as Republicans and Democrats race to not make America great again: Our view

Amid all of the outrages of the Trump administration and Congress, the fact that the federal budget deficit has surged by 77 percent above the same period last year somehow got lost.

Issues that don't involve paying off porn stars, debasing law enforcement, conspiring with Russia, white nationalism, internet memes, border walls or Israel are apparently unable to sustain our attention.

Which is another way of saying our goose is cooked. The growing red ink in the federal government can, and will, erode the economic advantages the United States has from its entrepreneurial culture and rule of law.

Last week, the Treasury Department reported that the government borrowed $310.3 billion from Oct. 1 to Feb. 28, up from $175.7 billion in the same period a year earlier. The accumulated national debt, including the liabilities of Social Security, is now $22 trillion. That is $67,000 for every man, woman and child in this country.

On Monday, the Trump administration proposed a budget that would pile on an additional $4.8 trillion in debt over the next five years. And even these projections are based on continued robust growth. A recession, or even growth rates less than anticipated, would send the deficits higher, sooner.

The major causes are the same that responsible people have talked about for decades: unbudgeted, unappropriated and largely out of control spending on benefit programs, primarily heath care, coupled with relatively low rates of taxation. Put simply, voters want more from government than they are willing to pay for, and politicians are giving voters what they want.

Now there is a new twist. Faced with the retirement of the baby boom generation, the Trump administration and Republicans in Congress responded last year with an irresponsible plan to cut taxes by $1.5 trillion over 10 years. Largely as a result, the deficit is expected to jump to $1.1 trillion this year from $779 billion in 2018, despite a healthy economy.

The tax cuts not only made matters worse, they also have triggered a kind of arms race in irresponsibility.

For the past 30 years Democrats have been more responsible — or perhaps less irresponsible — than Republicans on budgetary matters. The last time the budget was balanced was during the administration of President Bill Clinton.

Now some Democrats have given up on trying to fight fire with water and have turned to fighting it with gasoline. In so doing they have internalized the words of former Vice President Dick Cheney, who famously said, “Deficits don’t matter.”

To justify their calls for major increases in health care, education and environmental spending, some progressives are pushing a cockamamie notion called "modern monetary theory," which holds that deficits don’t matter so long as the government is borrowing in its own currency. Call it the Democratic counterpart to the cockamamie conservative belief in "supply side economics," the notion that tax cuts will magically pay for themselves.

Many Democrats are pushing have-your-cake-and-eat-it-too spending plans that almost perfectly mirror Republicans' have-your-cake-and-eat-it-too tax cuts. It has apparently become a race for who can show the most bad faith and callous disregard for America's future economic well-being. This race will not end well.
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Tax cut law helps future generations

Ed Conard, Opinion contributor Published 8:00 p.m. ET March 11, 2019
A one-time increase in gross domestic product that generations can enjoy for years to come is not a 'sugar high': Opposing view

Borrowing to buy an asset that produces more income than the interest expense makes your children richer. The debt doesn’t make them poorer. Without this basic understanding of finance, deficit hawks can’t distinguish deficit-financed consumption from borrowing that increases the economy’s capacity to pay the interest on the borrowed money, including any resulting increase in the interest rate.

The latter makes future generations richer, as the Republican tax cut law does. The cut also  spreads these gains across all income levels. A one-time increase in gross domestic product that generations can enjoy for years to come is not a “sugar high.”

In April, the  Congressional Budget Office predicted that the tax cut law, which includes the partial expiration of the middle-class tax cuts and repeal of the health care mandate, would eventually increase real GDP and tax revenue beyond CBO’s pre-tax cut estimates.

After raising its growth forecasts, CBO now expects nominal GDP will be nearly $750 billion higher annually — three times higher than its expected impact from the cut — and publicly held federal debt as a percent of GDP will be lower at the end of its 10-year forecast period than before the cut.

Arguably, Republican-controlled government — including its tax cut legislation, business-friendly regulations and conservative judges — made future generations more prosperous than CBO’s original estimate admits. While business tax cuts alone may have grown GDP without significant deficits, it’s unlikely they would have passed without the middle-class cuts. And it’s unlikely growth would have been unleashed if Congress had failed to pass the legislation.

Deficit-financed consumption has left America with worrisomely large deficits that grow larger as baby boomers retire. The tax cut legislation increases America’s ability to pay for these expenses.
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