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Chapter 1 – The Addiction Nobody Wants to Admit

[image: ]


Deficit spending is no longer an emergency response. It is the operating system.

For most of modern American history, federal deficits were treated as temporary deviations – tools to be used sparingly during wars, recessions, or extraordinary national emergencies. Outside of those periods, there was at least a rhetorical commitment to balance, restraint, or eventual normalization. That distinction has largely collapsed. Deficit spending has become the baseline assumption, embedded into every budget, every policy debate, and every economic forecast. The “exception” has become the rule – and the rule has become culturally invisible.

In the seven years prior to the pandemic, federal deficits averaged approximately $660 billion per year. That number was already too large to be dismissed as normal maintenance. It was large enough to signal that the government could not fund its routine operations through routine revenue even during a generally healthy economy. Yet the public adjusted. Markets adjusted. Politicians adjusted. The idea that the nation could run a deficit approaching three-quarters of a trillion dollars a year without consequence became psychologically comfortable.

Then came 2020. In a single year, federal spending surged by roughly $2.1 trillion, jumping from about $4.4 trillion to $6.5 trillion, and the annual deficit exceeded $3.1 trillion. That scale was framed as a one-time emergency. The public was told this was extraordinary, temporary, and unavoidable.

What followed should have been retrenchment. It was not.

As unemployment fell back toward historically low levels and economic activity rebounded, spending did not normalize. Instead, deficits averaged roughly $1.9 trillion per year over the next four fiscal years. That means the nation moved from “hundreds of billions” in typical deficits to “nearly two trillion” as a routine condition. Emergency spending became permanent fixtures. Temporary expansions became structural commitments. The baseline permanently shifted upward.

That pattern is not merely policy drift. It matches the logic of addiction: escalation without acknowledgement, followed by rationalization.

Addiction always begins with a story. The story is that the next dose is justified. The story is that the problem is manageable. The story is that the future can absorb it. The story is that someone else will pay.

A household version makes the dynamic obvious. Imagine a family with after-tax income of $8,000 per month that spends $8,600. The deficit is $600 monthly – $7,200 per year. Suppose a crisis hits and the family runs a deficit of $3,000 per month for a year. If the crisis ends but the spending pattern stays elevated – say a continuing deficit of $1,500 per month – the family is not “recovering.” It is changing its identity from a household that occasionally borrows to a household that lives on borrowing. No bank on earth would treat that as a sustainable plan. Yet the nation now asks global lenders to do exactly that at a scale measured in trillions.

The most dangerous feature of deficit spending is not its size, but its invisibility. Most citizens do not feel it directly. Taxes are withheld automatically. Treasury auctions occur quietly. Debt accumulates without a bill arriving in the mail. There is no household statement that says: “Here is your portion of the new borrowing this year.” But the obligation is real, enforceable, and compounding.

Every dollar borrowed today is a claim on future income. Every trillion added narrows future policy choices. When deficits become routine, the future is consumed quietly, year by year, without genuine consent and without meaningful debate about tradeoffs. The nation spends now and bills later. It is politically convenient precisely because the cost is deferred.

The addiction persists because stopping feels impossible. Cutting spending risks recession. Raising taxes risks backlash. Borrowing feels painless – until confidence shifts.

And confidence can shift faster than the public imagines. It does not require a dramatic event. It can begin with subtle changes: weaker demand at auctions, higher yields required to clear markets, shorter maturities preferred by buyers, reduced participation by foreign holders, or higher inflation expectations embedded in prices. The cost increases first. The panic comes later.

Deficit spending is addictive because it produces immediate gratification with delayed pain. It sustains programs, stabilizes markets, and keeps the lights on – while silently consuming resilience.

Addictions always feel manageable – right up to the moment they are not.
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Chapter 2 – Trillion-Dollar Deficits: From Emergency to Baseline
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The transformation of trillion-dollar deficits from anomaly to norm marks a decisive break in fiscal discipline. It is one thing to run a trillion-dollar deficit during a once-in-a-century shock. It is another to treat trillion-dollar deficits as ordinary governance – especially during years when the economy is not in free fall.

According to the Congressional Budget Office’s January 2025 baseline, the United States is projected to run $21.1 trillion in cumulative deficits over the next decade – an average of $2.1 trillion per year. Alternative legislative scores push that number closer to $24.1 trillion, or $2.4 trillion per year. Even the most optimistic official scenarios still assume nearly $1.9 trillion per year in deficits, often relying on aggressive assumptions about new revenues and discretionary cuts that have little historical precedent at the required scale.

This is not a forecast of emergency spending. It is a forecast of ordinary governance.

A decade of deficits totaling $21–$24 trillion is not a budgeting problem. It is a structural insolvency signal. If a household planned a ten-year “budget” that required borrowing 20–25% of its living expenses every year, no reasonable person would call that a plan. They would call it a slow-motion bankruptcy.

To put scale into daily terms: $2.1 trillion per year is about $175 billion per month. That is roughly $5.8 billion per day, every day, for ten years – before accounting for interest rate shocks, recessions, wars, disasters, or political expansions. If a single policy adjustment claims to “reduce deficits,” the key question is: reduce them from what? From $2.4 trillion to $2.1 trillion is not reform. It is a slightly slower rate of deterioration.

From 2020 through 2031, annual trillion-dollar-plus deficits are projected to add roughly $24 trillion in new debt in just 11 years. And this figure still understates the true stress, because it excludes the trillions required simply to refinance existing debt as Treasury securities mature. Borrowing is not replacing old debt. It is stacking on top of it.

Households recognize this behavior instantly. Spending more than income year after year is not “investment.” It is borrowing. Borrowing can be useful when it funds productive capacity. Borrowing becomes lethal when it funds routine consumption.

In the federal context, deficit spending often funds a mix: entitlements, defense, interest, transfers, and politically popular programs. Some of it may be necessary. The danger is not the existence of legitimate spending. The danger is the absence of a ceiling – an absence proven by the fact that deficits stay extreme even after a crisis passes.

The federal government has avoided lender scrutiny because US Treasury securities have long been treated as risk-free. But “risk-free” is not the same as “cost-free.” As debt levels rise, interest costs rise mechanically. As confidence erodes, interest rates rise further. As interest rates rise, the debt becomes harder to service, which then worsens deficits, requiring still more borrowing.

Interest expense is the quiet accelerant. When interest rates hovered near zero, deficits felt manageable. At higher rates, they become self-reinforcing. New debt is issued not merely to fund programs, but to pay interest on prior borrowing. That means a rising share of borrowing purchases nothing new; it simply prevents default.

This is how debt spirals begin – not with spending alone, but with compounding obligations that consume future budgets before policy choices are even debated. Eventually, the government becomes a household paying one credit card with another, hoping the minimum payment buys time.

Once interest expense becomes a primary driver of borrowing, fiscal control is effectively lost. At that point, even if political leaders “want” discipline, the mathematics becomes the dominant force.

A nation can run deficits for a long time. It cannot run them forever – especially at trillion-dollar scale. The only question is when the lenders begin to demand compensation for the obvious risk.
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Chapter 3 – A Debt-Fueled Economy That Cannot Function Without Borrowing
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The most uncomfortable truth is this: the modern US economy cannot currently function without deficit spending.

Remove federal deficits abruptly, and economic activity contracts sharply. Asset prices reprice. Credit tightens. Employment falls. Tax revenues decline. This dependency is not accidental – it is the cumulative result of decades of policy decisions that substituted borrowing for restraint and leverage for savings.

Deficit spending props up demand, supports asset prices, and stabilizes income flows. It allows households to spend, businesses to expand, and governments to promise benefits without fully funding them. In the short term, it smooths cycles. In the long term, it builds fragility into every layer of the system.

Consider how federal deficits flow into everyday life. Federal transfers support consumption. Federal payrolls and contracts support local employment. Federal guarantees and programs shape housing and credit conditions. Federal backstops influence market risk appetite. The system has been conditioned to expect that when strain appears, new borrowing will appear with it.

That conditioning changes behavior. Businesses expand with the assumption that demand will be supported. Investors price assets with the assumption that downturns will be cushioned. Households take on higher obligations with the assumption that wages and employment will remain stable. Governments at all levels behave similarly.

This creates a dangerous “all-or-nothing” dependency. If deficit spending slows meaningfully, a large portion of economic activity slows with it. If it stops abruptly, the effects are not mild. They cascade.

A leveraged system is not one that contains debt. It is one that requires
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