The FRA limits deficit spending and cuts spending by 1.5 trillion.
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On June 3, 2023, President Biden signed into law the Fiscal Responsibility Act of 2023, an agreement to suspend the debt ceiling through January 1, 2025. The law imposes limits on discretionary spending for defense and non-defense programs in exchange for lifting the debt ceiling before the government ran out of funding to pay federal obligations. The act is estimated to reduce projected deficit levels by approximately $1.5 trillion over the 10-year FY 2024–FY 2033 period, according to analysis by the Congressional Budget Office (CBO). Below are four critical questions about the agreement and its implications for national defense.
Q1: What does the deal mean for defense spending?
A1: The debt ceiling agreement imposes spending limits on both defense and non-defense programs for the next two fiscal years. While it mandates reductions in funding for non-defense, the deal caps spending for national defense, including the Department of Defense (DoD), atomic energy programs, and other defense-related programs, at $886 billion, approximately equal to the level requested by the Biden administration for FY 2024. When adjusted for inflation using the administration’s estimated GDP Chained Price Index, that represents a real increase of just about 1 percent above the base level of national defense spending for FY 2023.
The spending caps for FY 2025 for both defense and non-defense programs are one percent higher than the FY 2024 topline limits in nominal terms. However, adjusted for inflation, defense funding would fall by 1 percent from FY 2024 to FY 2025 with funding capped at approximately $895 billion. The Biden administration had originally projected that defense spending would remain flat with inflation from FY 2024 to FY 2025.
CBO’s analysis that the Fiscal Responsibility Act would reduce projected deficits by about $1.5 trillion over 10 years assumes that discretionary funding for both defense and non-defense programs would only grow with inflation between FY 2026 and FY 2033. However, if discretionary spending for defense and non-defense increases above inflation after FY 2025, the estimated savings will likely decrease.
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