
GOVERNMENT SPENDING 

Chapter 10 



SECTION I 

THE ECONOMICS OF GOVERNMENT 

SPENDING 

Total Government Spending in 2011 was 

   $ 3,700,000,000,000  

For every man, woman, and child (per capita) 

  $ 11,878  

 

   Spending in the public sector made up of 

federal, state and local government began to 

rise significantly in the 1940s (FDR) 

 



GOVERNMENT SPENDING 

 

 

 

Spending has increased by 67% since 1947  



TYPES OF SPENDING  

ò Goods & Services 
é Tanks, Planes, & Ships 

é Office Buildings, Schools, & 
Parks 

é People (civilian & military) 
 

 

 

 

Discretionary 

   1/3 or 33%  
 

ò Transfer Payments 
é Social Security 

é Welfare 

é Unemployment compensation 

é Disability 

é Grants-in-aid (Govt. to Govt.) 
 

Nondiscretionary 

    2/3 or 67% 

 











THE IMPACT OF GOVERNMENT SPENDING 

òResource Allocation 

éPlanes vs. Schools ÷ Roads vs. Healthcare 

òRedistribution of Income 

éRich to Poor ÷ Industry to Industry 

òCompeting with the Private Sector 

éHospitals  ÷  Electricity ÷ Package Delivery 

 The Dilemma ð Most people  would  like their taxes to 
be reduced.  However, they donõt want to give up the 
programs or benefits they receive from government.  
Thus the government keeps on borrowing.  



SECTION II 

FEDERAL GOVERNMENT EXPENDITURES 

ESTABLISHING THE FEDERAL BUDGET 

ò Governmental Fiscal Year 10/01 to 9/30 

ò Starts with a request from the President 

ò Appropriations (spending) is drawn up by the 

House & approved by the Senate 

ò Final Approval by the President 
 



BALANCING THE FEDERAL BUDGET  

ò When spending exceeds tax revenue a budget deficit 

occurs.  To balance the budget the government must 

borrow to make up the difference.  Currently the 

government is spending approximately 40% more 

than it takes in. 

ò If tax revenues exceeds spending, then a budget 

surplus occurs. 



The chart indicates how large the deficit or surplus was as compared to 

the size of the economy. After World War II ended, the significant deficits 

in relation to the size of the economy were during the 1980s and at 

present. 
 

                                                                                                                                                              

                                                                             



1998 - 2001 

1969 

The United States has had a budget surplus only 12 times in the last 72 years.  



MANDATORY  SPENDING DISCRETIONARY SPENDING 

ò Spending authorized by law 

that continues without the 

need for annual approval of 

Congress 

é Entitlements ð or spending on 

programs such as as Social 

Security, Medicare, welfare, 

food stamps and other 

programs which entitle the 

recipient to the benefit if they 

qualify for it. 

ò Spending that must be 

approved by Congress on an 

annual basis. 

é Includes the Defense 

Department, welfare (threshold 

qualifications), transportation, 

education, etc. 



FEDERAL GOVERNMENT EXPENDITURES 

ò National defense is the largest expenditure by the Federal 

government.  However, Social Security is set to pass defense 

next year. 

ò Income security consists of a wide range of programs that 

include retirement for federal employees (non military), 

subsidized housing, food stamps, and other welfare programs. 

ò Health expenditures include Medicaid, AIDS and cancer 

research and mental health services. 

ò Interest on the debt will eventually                                               

become a major expense as interest                                         

rates recover from historic lows. 

 



FEDERAL GOVERNMENT 

EXPENDITURES - 2010 

ò Social Security 20% 

ò Income Security 16% 

ò Medicare          13% 

ò Health  11% 

ò Interest   4% 

ò Other   3% 

  Total  67% 

 

Nondiscretionary 

ò National Defense     20% 

ò Education      4% 

ò Justice      3%  

ò Transportation     3% 

ò Other      3% 

   Total   33%  

 

   

Discretionary 



U.S. NATIONAL  DEBT  CLOCK   

The Outstanding Public Debt as of 01 June 2012 at 10:00:52 AM  

 

ü  The estimated population of the United States is 
311,171,107   Each citizen's share of this debt is 
$50,435.11 .  
ü  The National Debt has continued to increase an 
average of  3.78 billion per day  since  January 1, 
2010!  During this class period the debt has 
increased by --  $1,575,666.00  

 

 $ 15,720,602,388,987.40  



PART II CONTINUED 

STATE GOVERNMENT EXPENDITURES 

òUnlike the federal government, most states 

must balance their budget every year.  States 

canõt barrow or print money so they must live 

within their means. 

 


