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Interesting Chart On U.S. Government Spending

By Jacob Wolinsky on March 24, 2010 | More Posts By Jacob Wolinsky | Author's Website
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| decided to write a short post on an interesting chart | just found.

Federal Spending as a Share of Gross Domestic Product
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I was actually surprised by this chart since defense spending has ballooned since 9/11. The wars in Afghanistan
and Iraq have been very costly. President Obama has proposed a $708 billion defense budget for fiscal year
2011. I suspect the reason non-defense spending has gone up in relation to defense spending is because the
Government is spending so much money on TARP, stimulus bill etc. that it dwarfs the increase in defense
spending.

Regardless, the defense budget is far too high at its current levels. Hopefully, as the wars in Iraq and Afghanistan
wind down these numbers will drop dramatically. | also hope that a lot of pork in the defense budget is cut
although pork seems to be the favorite item nowadays in Washington.

Non-defense spending will also have to decrease. Three of the largest areas the Government spends money on
are Medicaid, Medicare and Social Security. The later two are expected to balloon in the coming years. This is
the area where the Government really needs to be doing some cost savings. My biggest disappointment with the
current health care bill is how little it cuts from the Federal Deficit. Reforming healthcare was the biggest
opportunity to trim or even balance the Federal deficit.

The CBO estimates the bill will cut $1.2 trillion from the deficit over the next twenty years. It is impossible to
predict numbers that far into the future as history as shown. So | am highly skeptical of this estimate. Even if the
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CBO is right this is a drop in the bucket considering the deficit is supposed to increase 10 trillion over the next
ten years. In addition assuming average inflation of 3% per year over the next 20 years the $1.2 trillion is really
much less than meets the eye.
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