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slow economy, it generally runs a deficit for a few years (as it 
does any time it spends more than it brings in). As the short-
falls accumulate, the government amasses the national debt 
(see right side, Figure 18.2), which is the total of the nation’s 
unpaid deficits, or simply the sum total of what the national 
government owes. The national debt grew during the New 
Deal period as the federal government attempted to use fiscal 
policy, especially massive spending on domestic programs 
such as the Works Progress Administration and the Civilian 
Conservation Corps, to stimulate the economy out of the 
Great Depression. It continued to rise as the government 
borrowed heavily to finance our participation in World War 
II. But by the time the war was over, the economy was moving 
again and the growing economy generated additional reve-
nues, permitting the government to pay down a portion of the 
national debt. Deficits started rising again in the 1980s, and 
by 2013 the national debt had climbed to over $16 trillion, or 
about the same amount as the GDP. Just like citizens who 
carry a credit card balance or borrow money to buy a car, the 
government pays interest on the national debt. In 2013 more 
than 6 percent of our taxes went simply to pay interest on the 
national debt.16 However, because interest rates are likely to 
rise from their historic lows, it is expected that the percentage 
of taxes paid on this interest will rise again.

The 1980s and 1990s became known as the era of 
deficit politics.17 All federal program decisions were made in 
the light of their impact on the deficit. This changed the 
character of the politics involved and helped to increase 
the power of the leadership, particularly in the House of 
Representatives; dealing with the deficit called for more 
coordination and discipline. Congress then developed 
a dizzying array of informal mechanisms in an effort to 
streamline the budgetary process.18 After all the tinkering, 
however, Congress still has been unable to balance the 
demands of lawmaking and representation, nor is it likely 
to reconcile the strong and ideologically divergent goals 
that exist among the main actors in the national budget 
process. As a consequence, the budget is not very effective 
as a tool of fiscal policy.

It has become even more difficult to use the budget as 
a tool of fiscal policy in the current climate of heightened 
partisanship that we discussed earlier (see Chapter 7). All 
too often in recent years, questions of whether to raise or 
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Figure 18.2  U.S. Federal Budget Deficit/Surplus and Debt

The annual budget deficit (left) is the amount by which government spending exceeds tax revenues. If tax revenue is greater 
than the government spending, a budget surplus results. In the 1970s and 1980s the United States ran larger budget deficits (in 
the billions), but the trend was reversed briefly in the 1990s. What stands out, however, is the result of the government’s efforts 
to stimulate the economy to fight the 2008 Great Recession with recent very large deficits. The federal debt (right) represents the 
total amount of outstanding loans owed by the U.S. government, here presented as a percentage of our GDP. The current debt is 
approaching 100 percent of the GDP, which has not occurred since the massive national spending that financed our participation in 
World War II.

Source: Office of Management and Budget, Historical Tables, “Table 1.1: Summary of Receipts, Outlays, and Surpluses or Deficits” and “Table 7.1: 
Federal Debt at the End of Year: 1940–2015,” www.whitehouse.gov/omb/budget/Historicals/.

national debt the total of the nation’s unpaid 
deficits, or simply the sum total of what the national 
government owes


