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Dynamic Scoring Threatens Budget Deficits and Working
Americans

Less than three weeks ago, U.S. Treasury Secretary Steven Mnunchin claimed long-term
economic growth will pay for the cost of President Trump’s proposed tax reform plan.' This
claim relies on using so-called “dynamic scoring,” a tactic long exploited by Republicans to
justify not paying for immense tax cuts. However, dynamic scoring methodologies can lead to
wildly different estimates that often underestimate how much these tax cuts increase the budget
deficit.

Fiscal responsibility is critically important and demands delivering public goods and services to
the American people without throwing our budget completely off-balance. Changes to our tax
code should be held to this same standard. Unfortunately, over the past several years,
Republicans have demanded cuts to programs serving millions of working Americans under the
guise of fiscal discipline while simultaneously pursuing massive unpaid-for tax cuts for the
wealthiest individuals and corporations.™ Critical investments to Head Start, affordable housing,
public health, and more, have faced such staunch partisan opposition that Republicans shut down
the government and nearly defaulted on the nation’s debt." By insisting dynamic scoring be the
official measure of macroeconomic impact, the trend of balancing the budget on the backs of the
most vulnerable Americans will continue as the deficit balloons.

In 2015, the House adopted a rule requiring dynamic scoring for any tax and spending bills that
increased the deficit by at least .25 percent of Gross Domestic Product (GDP), or nearly $48
billion." In the Senate, dynamic scoring primarily serves a supplementary role to traditional
scoring methods.” However, Republican majorities in both chambers created an uneven playing
field by failing to extend the dynamic scoring requirement to discretionary spending bills
including investments in education and infrastructure that are proven to strengthen the economy
and increase revenue over the long term."" As a result, these programs will appear more costly
than tax cuts.

Static Scoring vs. Dynamic Scoring

So-called “static scoring” assumes no changes in the overall size of the economy as measured by
GDP while dynamic scoring assumes the overall size of the economy will change in response to
tax and policy changes." However, static scoring is actually far less static than some critics
admit. By assessing a variety of potential behavioral outcomes, including how individuals adapt
to new cost changes or tax rates, static scoring provides an established, transparent model from
which to measure long-term budgetary impacts.""" Conversely, dynamic scoring models attempt
to measure effects on overall economic output.™



Expert Concerns

Concern over potentially inaccurate models has been raised by several economists familiar with
dynamic scoring’s pitfalls. Former Joint Committee on Taxation (JCT) Chief of Staff John
Buckley testified before Congress that dynamic scoring often makes a series of “simplifying
assumptions that are often speculative or counterfactual in the sense that they are inconsistent
with observable facts.”™

Even more, there is no agreement on a single model for dynamic scoring—the Congressional
Budget Office (CBO) and JCT use two different models with two different sets of assumptions.
Since these different methodologies can yield a range of final scores, Buckley believes it would
be inappropriate to rely solely on dynamic scoring assumptions to measure budgetary impacts of
proposed legislation.*' Likewise, over 20 years ago former Federal Reserve Chairmen Alan
Greenspan and Paul Volcker testified before a bicameral Budget Committee hearing that
inaccurate budget scores could erode financial markets’ trust in the federal government’s scoring
process—potentially leading to higher interest rates.X Similar concern was expressed by former
President Reagan and President Bush senior advisor Bruce Bartlett, who referred to dynamic
scoring as “smoke and mirrors.”™ "

Conclusion

As Congress continues to pursue fiscally responsible policy that grows the economy and creates
jobs, evaluating the long-term macroeconomic impacts of certain legislation should be embraced.
While dynamic scoring seemingly offers that opportunity, it currently lacks the consistency and
reliability necessary to be used outside of a complementary role. Prone to abuse, policymakers
would be wise to consider all measures at their disposal and reject any effort to establish
dynamic scoring as the primary assessment of budgetary impact.
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