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Today, the Congressional Budget Office (CBO) released its analysis of the President’ s Budget for FY 2015. This
isan annual ritual whereby the CBO holds up the president’ s policy proposals against the same yardstick that it
measures legidation and other proposals that work their way through Congress. Critical differencestypically
emerge, and this year is no different.

Figure 1. Debt
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The most striking contrast between the administration’s Office of Management and Budget’s (OMB) own
estimate and that of the CBO is where the two estimates end up in terms of the debt by the end of the 10 year
budget window: about 5 percentage points of GDP apart. Thisis revealing because alot underpins that
calculation: the overall economy, taxes, spending, and deficits. The OMB essentially gets to pick its own
economic assumptions and layer on top its own starting point in terms of taxes, spending, and projected deficits,
which it callsits “adjusted baseline.” The CBO also constructs its own baseline, which it uses to measure the
budgetary effects of proposals in Congress and the President’ s Budget. A quick comparison of the two

baseline' s show the “ starting points’ for the CBO and OMB were a bit different.

Figure 2: Baseline Comparison
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The differences between the two starting points are not vast, but not insignificant either. The cumulative
difference is about $521 billion over 2015-2024. In short, OMB starts out about half atrillion dollars ahead of
CBO.

Figure 3: Sources of Differences between OMB and CBO Estimates
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The other key differences ultimately lie in technical and economic assumptions, which amount to a combined
difference of $1.639 trillion. The single largest difference liesin the economic assumptions. OMB essentially
getsto pick its own economic assumptions, which as noted before, were more optimistic than CBO’s. The
result: about $1.3 trillion in combined higher tax revenue and lower spending.
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