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Ballooning national debt stirs little action

Translate

A national debt ticker at a bus stop in Washington on May 22, 2023. The relative indifference to the news that the U.S.
government now owes $40 trillion — a national debt amount topped on Aug. 19 — demonstrates how drastically the politics of
deficit spending has changed. KENNY HOLSTON — NEW YORK TIMES FILE

By Peter Baker
The New York Times

It used to be that a new report of budgetary red ink would touch off a political crisis in
Washington. There would be speeches and news conferences and blue-ribbon commissions and
legislation and brinkmanship over how to get the nation’s fiscal house in order.
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But when the national debt topped $40 trillion this month, the collective body politic all but
shrugged. Never mind that the U.S. government now owes twice as much money as a share of the
economy than two decades ago. Republicans and Democrats issued perfunctory, my-we’re-
concerned statements and promptly moved on.

The bond markets were not so sanguine, as a sell-off indicated, but the relative indifference in the
nation’s capital demonstrated how drastically the politics of deficit spending has changed in
recent years. For generations, the nation’s fiscal imbalance was a constant preoccupation of
presidents and members of Congress, a defining issue that shaped the rest of their agendas.

Now it seems to be barely an afterthought as Washington borrows heavily to finance tax cuts and
spending programs.

Both parties are engaged in a kind of conspiracy of silence about the eye-watering numbers,
preferring to concentrate on other issues, whether it be the Iran war or the cost of living. President
Donald Trump is busy trying to restrict mail-in voting in the midterm elections and build his
ballroom. Democrats are busy tying Republican opponents to an unpopular president in hopes of
taking back one or both houses of Congress.

It has been 15 years since the last time Washington engaged in a serious bipartisan effort to curb
the deficit, and both political polarization and government indebtedness have grown
exponentially since then. Few think that today’s leaders would or could come together anytime
soon to make the hard choices, compromises and sacrifices that analysts say are necessary.

“The fiscal situation has never been worse, and yet the political situation has never been worse.
And so we are absolutely unable to meet the moment,” said Maya MacGuineas, the president of the
bipartisan Committee for a Responsible Federal Budget, one of the few institutions in Washington
that still consistently focuses attention on deficit spending.

“The political norm was as soon as you passed some line where things started to feel worrisome,
everyone would put on their grown-up pants and do some of the hard work of being political
leaders,” she said. “And that’s just not the case anymore.”

Erskine B. Bowles, who led a bipartisan commission to tame deficit spending in 2010, said leaders
in both parties these days are applying “the ostrich theory” to the issue, putting their heads in the
sand. “They get the arithmetic,” he said. “They understand that we have a dysfunctional
government, that we’re addicted to debt, that we have these $2 trillion deficits as far as the eye can
see. And we don’t have a plan to deal with it.”

The only real reaction from Trump’s administration came from Treasury Secretary Scott Bessent,
who tried to settle the bond markets with a debt buyback plan that failed to reassure investors and /S)
was derided even by his mentor, hedge fund billionaire Stanley F. Druckenmiller. In the long run, N
Bessent’s stated prescription for the sky-high deficits was to say that “we’re going to have to grof
our way out of this.” That is a hope, not a plan, and one that would require the kind of sustained
economic growth not seen in decades.

The government is set to spend $1.9 trillion more than it takes in this fiscal year, or 5.8% of the
entire economy, according to the Congressional Budget Office. That gap is projected to grow to $3.1
trillion, or 6.7%, by 2036. Debt held by the public already equals 101% of the American economy
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and at this rate will grow to 120% in 2036, surpassing the record of 106% just after World War IL
The government now spends more on interest payments than on the Pentagon budget.

Both parties have contributed to the gap over the years through tax cuts and spending programs
that appealed to voters. President Joe Biden pushed through an expansive economic stimulus
package after the COVID-19 pandemic as well as legislation to finance roads, bridges and other
infrastructure and to invest in semiconductors and other priorities. Trump has enacted large tax
reductions while pushing for a vast increase in military spending.

Although the conservative House Freedom Caucus noisily has tried to use government shutdowns
or debt ceiling fights to force major spending cuts, neither Biden nor Trump devoted much energy
to finding a way to bring the books closer to balance. Nor did they pay a political price, reflecting a
new reality when it comes to deficits. During Trump’s first term, Mick Mulvaney, while his acting
chief of staff, reportedly told supporters of the president that “nobody cares” about the deficit

anymore.
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That may not be exactly true but it is not quite as high on the voters’ priority list. FifB)/percent of
Americans said they cared about the deficit “a great deal” in March, down from 64%’in 2011,
according to Gallup surveys. Only 2% of voters think the deficit or debt is the most important
problem facing the country today, according to Gallup.
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On the other hand, the Pew Research Center found that those who consider the deficit a
problem for the country today” has swelled from 55% in 2018 to 64% this year. Taken togethet, the
surveys seem to suggest that voters believe it is an issue but do not care as much as they once did.

Stephanie Kelton, a former chief economist for Democrats on the Senate Budget Committee, said
Americans had grown inured to doomsday predictions that did not materialize. “It’s justa
running, century-long commentary where there’s always an iceberg or a giant dinosaur or a
cancer eating you, gobbling you, terrifying you,” she said. “But nothing bad has happened. You
would think if it was going to happen, it would have happened by now.”

Trump, who was such a prolific borrower as a private businessman that he termed himself “the
king of debt,” has never seemed to care much about deficit spending. During his 2016 campaign,
he almost offhandedly boasted that he could eliminate not just the deficit but the entire
cumulative national debt in eight years as president. Instead, the debt has doubled since then A\
under him and Biden.

Trump never mentioned the deficit as a priority in any of his State of the Union addresses in his
first term, unlike every president since Harry Truman, according to a database search. In his
second term, he talked about stopping wasteful spending and empowered Elon Musk to find it.
Musk, who initially promised to cut $2 trillion in spending for Trump, managed $200 billion in
savings, then gave up. \Ag@

Deficit hawks argue that soaring government debt results in higher interest rates, which ffake it
harder to take out a car loan or a home mortgage.
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“We’re spending a trillion dollars a year on interest” former Sen. Rob Portman, R-Ohigr-who
served as the younger Bush’s budget director, said in an interview, “It’s crazy. Almo @)o
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every dollar you send to Uncle Sam is interest now. It’s gotten to the point that it’s crowding out
other priorities of the American people. We haven’t done a good job explaining that.”




