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a. Percent change, year over year. 
b. Percentage of GDP. 
NOTE: All projections assume no change in policy. 
SOURCE: Congressional Budget Office. 

Comparison of CBO and Administration 
Economic Projections 

1998 2000 2002 

Real GDP growtha 
CBO 2.1 2.2 2.1 
Administration 2.0 2.3 2.3 

CPI inflationa 
CBO 2.9 3.0 3.0 
Administration 2.7 2.7 2.7 

Wage and salary shareb 
CBO 47.7 47.4 47.3 
Administration 47.9 47.8 47.7 

Corporate profit shareb 
CBO 8.1 7.8 7.8 
Administration 8.6 8.7 8.4 

If economic models :ire economists' 
stocli-in-tracle, then the assumptions 
usecl to construct them are their crit- 
ical 1 - a ~ ~  materials. These assump- 
tions 1i:lve long provoliecl pointed 
barl~s at rhe expense of the profes- 
sion :me1 its conclusions. hut in the 
real \i~orlcl of policy, assumptions 
are no jolie. 

As t l ~ e  lecleral government's t>~id- 
get prowss 11egins in earnest. recon- 
ciling the iinclerlyi~lg ass~imptio~ls of 
competing proposals becomes a11 
important conelition for reaching an 

:~greement. 111 practical terms, this 
means reconciling the assilmptions 
of the Clinton administration ancl the 
Congressional Uuclget Office (C130). 

In Felbrc~ary. the CBO began ana- 
lyzing the administration's prelimi- 
nary b~tclget pro~>osals. The first step, 
of  coLlrse. is to cletet-mine the starting 
point of tlle deliberations: Without 
any change in policy, what \\rill be 
the path of the fecleral deficit? The 
answer tlepends critically on the as- 
sumed paths of eco~lolllic gro~vth,  
inflation. ;tncl income distribution. 

i \ l tho~~gh they may appear slight, 
clil'ferenccs Ixt\\-een the assump- 
tions of the CBO ~111cl the aclministnt- 
tion have a significmt impact o n  the 
projecteci path o f  outlays, revenues, 
:tnd the cleficit. Given its economic 
:tssumptions. the administntion has 
projectetl that s t : ~ t ~ ~ s  cluo policy 
\voulcl lcacl to a S597 billion curnula- 
tivc shortfall in revenues over the 
1998-2002 periocl. U~lcler the C13O's 
:dtern:tti\-e assumptions, the corse- 
s~x)~ ld ing  psojection is a cleficit o f  
ahout S787 hillion. 
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