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Are the Prospects for 
Deficit Reduction 
Improving?

The Clinton administration has proposed a plan to 
cut about $500 billion from the cumulative sum of 
federal budget deficits over the five fiscal years 1994 
to 1998. This plan, with modifications, is moving 
through the legislative process with a final vote likely 
to occur in August. Forecasts on which both estimat
ed future deficits and the $500 billion target for deficit 
reduction are based, however, are subject to relatively 
large errors. Indeed, current indications are that the 
budget deficit for fiscal 1993—the year ending 
September 30—will be below previous administration 
estimates and slightly lower than its actual 1992 level.

According to a recent administration announce
ment, the 1993 deficit will be $37 billion lower than 
the $322 billion estimated in April 1993. Such a 
deficit would be smaller than the actual 1992 deficit, 
which was $290.1 billion. Similarly, the Bush admin
istration’s estimate of the 1992 fiscal year deficit, 
published in February 1992 (after four months of 
the year had elapsed), was $399 billion; this was re
duced to $333.5 billion in July 1992. Thus the actual 
1992 deficit of $290.1 billion was $43.4 billion less 
than the estimate that was made when more than 
three-fourths of the fiscal year data were already 
known. In this context, the Clinton administration’s 
forecast errors are typical of such projections.

Forecast errors for budget deficits arise for a 
variety of reasons including errors in forecasts of 
economic conditions and unanticipated changes in 
legislation. Most of the latest deficit revision is the

result of slower spending growth than expected in 
April. In particular, during the first nine months of 
this fiscal year, federal receipts rose 5.4 percent from 
the same period last year, not much different from the 
5.1 percent rise anticipated last April for fiscal 1993. 
Over the same periods, federal outlays rose 1.6 per
cent, well below the 6.3 percent rate expected earlier 
for the whole year. As a result, the deficit totaled 
$200.6 billion after nine months, well below the 
$227.8 billion registered in the same period last year.

Although the latest forecast revisions have reduced 
expected future deficits, this does not weaken the case 
for legislative efforts to cut the budget deficit. After 
all, even with the deficit reduction program proposed 
by the administration, the annual deficit would remain 
near $200 billion in 1998, well above its most recent 
low of $152.5 billion achieved in fiscal 1989. More
over, the 1992-93 experience should not be interpreted 
to imply that estimated budget deficits are always too 
high. Current projections of future deficits could as 
readily be too low, so future deficits could be higher 
than this year’s, despite legislated deficit reduction.

— John A. Tatom
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