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Good morning, Chairman Whitehouse, Ranking Member Grassley, and Members of the Committee. 
Thank you for inviting me to participate in today’s hearing in a committee where I have many fond 
memories of staffing so many hearings back when I was the chief economist to Senator Rob Portman. 
 
Today, I will make three main points.  
First, that the current debt path is unsustainable and requires immediate attention.  
Second, that there is a long, bipartisan history of attaching deficit reforms to debt limit bills.  
Third, that ultimately the debt limit must be raised on time, no matter what. 
 
On the first point, the federal debt is totally unsustainable. The deficit will likely settle in around $1.5 
trillion this year and approach $3 trillion within a decade even assuming peace, prosperity, and low 
interest rates. That comes to $20 trillion in new borrowing over the decade, even if the 2017 tax cuts 
expire.  
 
The long-term projections are worse. CBO forecasts a staggering $114 trillion in baseline deficits over 
the next 30 years – pushing the debt to nearly 200 percent of GDP. Virtually the entire projected 
shortfall is from Social Security and Medicare systems that CBO forecasts will run $116 trillion in 
shortfalls. These two programs – by themselves – will run a 13 percent of GDP deficit by 2052.1 
 
Even under those baseline assumptions of low interest rates, interest costs will set a record share of 
GDP within a decade, and consume half of all tax revenues in 30 years. If interest rates rise – as we are 
seeing – each percentage point will cost $3 trillion over the decade and $30 trillion in added interest 
costs over 30 years. By that point, interest costs could easily consume 70 or even 100 percent of tax 
revenues.2 With respect to interest rates and soaring debt, we are sitting on a ticking time bomb. 
 
Congress should be working diligently to avert an otherwise-inevitable debt crisis. And raising the debt 
limit has historically been one opportunity to address the underlying debt problem.  
 
For decades, the debt limit served as a legitimate tool for both Republicans and Democrats to address 
budget deficits. Debt-limit “showdowns” were relatively rare because both sides recognized the need 
to include fiscal reforms. Indeed, of the eight largest deficit-reduction laws since 1985, all eight were 
attached to debt-limit bills. 
 
This includes both Gramm-Rudman laws in the 1980s, the 1990 Bush tax hikes, the 1993 Clinton tax 
hikes, the 1997 Balanced Budget Act, the 1996 Line-item-veto law, the 2010 PAYGO law, and the 
2011 Budget Control Act. Every one of these deficit reforms was married to a debt limit hike.3 



 
Most of these laws occurred in the 1980s and 1990s – when a 6 percent of GDP deficit was eliminated 
and turned into a budget surplus. Clearly, both parties have gotten away from using the debt limit to 
address red ink – just as both parties bear responsibility for the past decade’s deficits. But the 
unsustainable debt means that all legislative avenues should again be open. 
 
This is perhaps why a new survey shows that 74 percent of voters – including 58 percent of Democrats 
– agree with the statement that “President Biden should agree to negotiations and try to find common 
ground around the debt ceiling, including some reductions in government spending.” Just 26 percent 
believe the president should resist negotiating and demand a clean debt ceiling hike.4 
 
All that said, I agree that the debt limit must be raised on time, no matter what. Hitting the debt limit 
would force an immediate 20 percent cut in federal spending, and possibly default on the national debt. 
The effect on families, businesses, financial markets, and the broader economy would be devastating. 
That is not a solution to soaring debt. The debt limit must be raised. 
 
In fact, replacing the debt limit should be an option, but only if Congress can come up with an 
alternative process that would allow members to vote on the entire budget with the true ability to trade-
off between competing tax-and-spending priorities. Right now, the debt limit – as flawed as it is – is 
the only lawmaker vote available that truly covers the whole federal budget. If we don’t want 
lawmakers to use a risky process to address soaring deficits, then we need to find a better tool to have 
these debates and votes. 
 
Thank you.  



Potential Subtopics for Discussion: 
Brian Riedl’s Most Relevant Recent Publications on Fiscal Policy 

 
 
2022 Chart Book Examines Spending, Taxes, and Deficits (November 2022) 
Latest annual book of 128 charts on federal deficits, taxes, and spending that defy conventional 
wisdom. My most popular annual publication. 
https://manhattan.institute/article/2022-chart-book-examines-spending-taxes-and-deficits  
 
Getting To Yes: A History of Why Budget Negotiations Succeed, and Why They Fail (June 2019)  
An exhaustive history and analysis of the 14 leading deficit-reduction negotiations since 1983 – 6 of 
which succeeded in producing a deal, and 8 of which failed. Report identifies the 3 variables that 
almost always determine whether deficit reductions will result in enacted legislation. 
https://manhattan.institute/article/getting-to-yes-a-history-of-why-budget-negotiations-succeed-and-
why-they-fail  
 
A Comprehensive Federal Budget Plan to Avert a Debt Crisis (October 2018) 
A specific, fully-scored 30-year blueprint to stabilize the debt at 95% of GDP. 
https://manhattan.institute/article/a-comprehensive-federal-budget-plan-to-avert-a-debt-crisis  
 
How Higher Interest Rates Could Push Washington Toward a Federal Debt Crisis (Dec. 2021) 
Report showing why interest rates may rise over the long-term and the stunning cost they could impose 
on government interest payments and budget deficits over the long-term. 
https://manhattan.institute/article/how-higher-interest-rates-could-push-washington-toward-a-federal-
debt-crisis  
 
Cut Spending for the Rich Before Raising their Taxes (May 2021) 
How to save $1 trillion over the decade by cutting spending for wealthy individuals and businesses. 
https://manhattan.institute/article/cut-spending-for-the-rich-before-raising-their-taxes  
 
Biden’s Promises on Social Security and Medicare Have No Basis in Reality (February 2023) 
New York Times op-ed showing that promising to oppose both middle class tax hikes and Social 
Security & Medicare reform leaves no other sufficient savings options and therefore all-but guarantees 
an eventual debt crisis. 
https://www.nytimes.com/2023/02/21/opinion/biden-social-security-medicare.html  
 
America Is Ignoring Its Bulging Budget (March 2023) 
Feature article examining the latest CBO budget baseline. 
https://www.nationalreview.com/2023/03/america-is-ignoring-its-bulging-budget/  
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1 Congressional Budget Office, “The 2022 Long-Term Budget Outlook,” July 27, 2022, at 
https://www.cbo.gov/publication/57971. 
2 See Brian Riedl, "How Higher Interest Rates Could Push Washington Toward a Federal Debt Crisis," 
Manhattan Institute, December 22, 2021, at https://manhattan.institute/article/how-higher-interest-
rates-could-push-washington-toward-a-federal-debt-crisis.  
3 For more details, see Committee for a Responsible Federal Budget, “Q&A: Everything You Should 
Know About the Debt Ceiling,” January 18, 2023, at https://www.crfb.org/papers/qa-everything-you-
should-know-about-debt-ceiling. 
4 Echelon Insights survey of 1,012 likely voters, April 25-27, 2023, at 
https://twitter.com/EchelonInsights/status/1653151579304783872.  
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