Newsweek: “An Empire At Risk”
“This is how empires decline. It begins with
a debt explosion. It ends with an inexorable
reduction in the resources available for the
Army, Navy, and Air Force.... If the United
States doesn
doesn’tt come up soon with a credible
plan to restore the federal budget to balance
over the next five to 10 years, the danger is
very real that a debt crisis could lead to a
major weakening of American power.”
– Newsweek cover story
By Niall Ferguson
November 28, 2009

Gross Debt Approaches
WWII Levels
(Percent of GDP)

WWII high was 121.7%
120%

114.4%
in 2019

100%

80%
57 4%
57.4%
in 2001

60%

Gross Federal Debt
40%
2001

2005

2013

2019
2019

Sources: OMB, SBC, CBO
Note: Gross debt calculations by SBC staff using CBO’s “The Budget and Economic
Outlook: An Update,” adjusted for alternative policies: extension of 2001 and 2003 tax
cuts, traditional tax extenders, AMT reform, and ongoing overseas military operations.

Federal Debt Soars Under CBO
Long-Term Budget Scenario
(Debt held by the public as a percent of GDP)
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National Journal: “The Debt Problem
Is Worse Than You Think”
“Simply put, even alarmists may be
underestimating the size of the (debt)
problem,, how quickly
p
q
y it will become
unbearable, and how poorly prepared
our political system is to deal with it.”
– National Journal cover story
By John Maggs
November 7, 2009

Former Fed Chairman Greenspan On Need
to Address Long-Term Fiscal Imbalance

“The challenge to contain this threat
is more urgent than at any time in our
history.... [O]ur nation has never
before had to confront so formidable
a fiscal crisis as is now visible just
over the horizon.”
Former Federal
Federal Reserve
Reserve Chairman
Chairman Alan
Alan Greenspan
Greenspan
–– Former
Testimony before
before Homeland
Homeland Security
Security and
and
Testimony
Governmental Affairs
Affairs Committee
Committee
Governmental
December 17,
17, 2009
2009
December

Bipartisan Fiscal Task Force Accountability
● All Task Force members directly
accountable to American people
● 18 members – 10 Democrats (2 from
Administration) and 8 Republicans
● Currently-serving members of
Congress selected by Democratic
and Republican leaders
● Treasury Secretary and one other
administration official

Bipartisan Fiscal Task Force Broad Coverage
● Everything on the table
● Spending and revenues

Bipartisan Fiscal Task Force Expedited Process
● Recommendations to be submitted
after 2010 election
● Fast
Fast-track
track consideration in Senate
and House
● No amendments
● Final vote before 111th Congress
adjourns

Bipartisan Fiscal Task Force Bipartisan Outcome
● 14 of 18 Task Force members must
agree to recommendations
● Final
Fi l passage requires
i
supermajorities (3/5 vote) in both
Senate and House
● President must still sign – retains
veto power

Talking Points Memo

“Commission” is WashingtonSpeak for
Cutting Social Security and Medicare
By Dean Baker - December 1, 2009, 12:27PM
The "experts" who could not see the $8 trillion housing bubble that wrecked the economy are now telling us that we
have to create a special commission so that they can cut Social Security and Medicare. With much of Washington's
punditry behind this effort, they could succeed.
The basic story is straightforward. There is a determined clique, led by Wall Street investment banker Peter Peterson,
that has been trying to cut Social Security and Medicare benefits for at least the last two decades. Peterson, a cabinet
member in the Nixon administration, is especially important in this story because he has personally bankrolled much
of it.
Peterson started the Concord Coalition for this purpose back in the early 90s. He has written numerous books calling
for cuts in these programs. He uses his vast Wall Street fortune to publicize these books, thereby ensuring that they
are reviewed in major media outlets and reach a wide audience. More recently, he has pledged a billion dollars to
support a foundation that is devoting considerable resources to bring about cuts in Social Security and Medicare.
Peterson and his crew have been peddling a story of fiscal calamity to advance their agenda. They try to scare young
people with tales of enormous deficits driven by Social Security and Medicare.
The grain of truth in the Peterson story is that Medicare is projected to pose an enormous burden on the country in
future decades. However, this is due to the fact that costs in the U.S. healthcare system are projected to continue to
spiral out of control. The Medicare horror stories assume that per capita health care costs in the United States increase
from twice the levels in other wealthy countries to four or five times the levels in other wealthy countries.
If health care costs spiral out of control as these projections assume, then the economy will be devastated regardless of
what we do with Medicare. There will be many more General Motors and Chryslers as companies that pay for their
workers' health care insurance will find themselves unable to compete. Tens of millions of workers will find
themselves uncovered and unable to afford health care themselves.
In this context, serious people would focus on fixing the country's health care system, but the Peterson crew focuses
on cutting Medicare. One obvious way to both cut Medicare costs and start to get U.S. health care costs under control
would be to allow beneficiaries to buy into more efficient foreign health care systems, but the Peterson crew doesn't
seem interested in proposals that don't cut benefits for working people.
It is especially outrageous that the Peterson crew would be leading this crusade to cut Social Security and Medicare.
In part, because they were running around yelling about deficits projected for 2050, those of us who were trying to
warn about the $8 trillion housing bubble could not get attention. The Peterson's crew imaginary horror story helped
to conceal the real disaster that was about to blow up the economy. Now this gang has the nerve to use the deficits
created in part by their own incompetence as a reason to push their agenda for cutting Social Security and Medicare.
Peterson's efforts in this area are especially offensive because he personally has profited enormously from the "fund
managers' tax break," a loophole in the tax code that allowed Peterson to be taxed at a lower rate than most school
teachers and firefighters. Peterson not only personally profited from this tax break, he has lobbied Congress to ensure
that it remains in the code for future Wall Street tycoons. No doubt much of the money he is using to cut retirees'
Social Security and Medicare are attributable to this loophole.
So now we face the prospect of Congress creating a commission to cut Social Security at the behest of a person who
has personally profited to the tune of tens of millions of dollars from a special tax loophole that his friends in
Congress slipped into the tax code. This is corruption at its worst. The Wall Street crew simply will not rest until they
have sucked the last dollar away from everyone else; and Congress appears ready to help.

Current Status of Social Security
and Medicare Trust Funds
Social Security
● Permanently cash negative in 2016
● Insolvent in 2037 – 4 years earlier

than forecast in 2008

Medicare (HI trust fund)
● Went cash negative in 2008
● Insolvent in 2017 – 2 years earlier

than forecast in 2008
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The Need for Tax Reform
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Economic and Budget Experts Agree
That Special Process is Needed
Greenspan
“The recommendation of Senators Conrad and Gregg for a bipartisan fiscal task
force is an excellent idea.... I hope that you succeed.”
Former Federal
Federal Reserve
Reserve Chairman
Chairman Alan
Alan Greenspan
Greenspan
–– Former
Testimony before
before Senate
Senate Homeland
Homeland Security
Security and
and Governmental
Governmental Affairs
Affairs Committee
Committee
Testimony
December 17,
17, 2009
2009
December

Holtz-Eakin
“I am a reluctant convert. I have always felt that this is Congress’ job, and, quite
frankly, it ought to just do it. And that attitude has earned me no friends and has
gotten us no action. So I’ve come around to the point where I’m in favor of
something that is a special legislative procedure to get this legislation in front of
Congress and passed.”
Former Congressional
Congressional Budget
Budget Office
Office Director
Director Douglas
Douglas Holtz-Eakin
Holtz-Eakin
–– Former
Testimony before
before Senate
Senate Budget
Budget Committee
Committee
Testimony
November 10,
10, 2009
2009
November

Geithner
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–– Treasury
Treasury Secretary
Secretary Timothy
Timothy Geithner
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Walker
“I think the regular order is dysfunctional as it relates to these types of issues. And
it’s, quite frankly, understandable, because you’re talking about putting together a
package that crosses many different jurisdictions.... And the idea that that would
end up emerging from the regular order I think is just totally unrealistic.”
Then-Government Accountability
Accountability Office
Office Comptroller
Comptroller General
General David
David Walker
Walker
–– Then-Government
Testimony before
before Senate
Senate Budget
Budget Committee
Committee
Testimony
October 31,
31, 2007
2007
October

Panetta
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their own jurisdictions, that will never happen.”
– Former OMB Director and House Budget Committee Chairman Leon Panetta
Testimony before Senate Budget Committee
October 31, 2007

