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Mismatch Between Revenues and Program Mismatch Between Revenues and Program 
Costs Leads to Rising Interest CostsCosts Leads to Rising Interest Costs
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Quantifying the Fiscal ProblemQuantifying the Fiscal Problem

Traditional Measures

Deficits per GDP in 2050 19.8%

Increase in Primary Deficit by 2050, % of GDP
Medicare and Medicaid                                       +11.2%
Social Security                                             +  2.3%            
Other programs and revenues                                 - 4.8%

As share of projected GDP 3.2%

As share of projected expenditures 15.2%

Debt per GDP in 2050 231%

Fiscal Gap Concept

As share of projected revenues 17.6%



Solving the LongSolving the Long--Term Problem Through Term Problem Through 
Program Cuts Would Be Program Cuts Would Be VeryVery RegressiveRegressive
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Studies Find Recent Tax Cuts, If Not Offset,Studies Find Recent Tax Cuts, If Not Offset,
Are at Least as Likely to Reduce LongAre at Least as Likely to Reduce Long--TermTerm

Economic Growth as to Increase ItEconomic Growth as to Increase It
"Nearly all of the simulations [done  of the tax cuts' effects on the 
economy] showed that the tax cuts would have positive effects in the short 
run and negative effects in the long run.”

-- Congressional Research Service

“making the 2001 and 2003 tax cuts permanent would raise the cost of 
capital for new investments, reduce long-term investment, and reduce 
economic growth.”

-- William Gale, Brookings Institution; and
Peter Orszag (formerly of the Brookings Institution, 

now director of Cong. Budget Office)

Studies by Federal Reserve economists, the Congressional Budget 
Office, the Joint Committee on Taxation, and other noted experts have 
produced similar findings regarding the effects of unpaid for tax cuts.



Treasury Department: LongTreasury Department: Long--Run Effects of Tax Run Effects of Tax 
Cuts on Economy Small, Possibly NegativeCuts on Economy Small, Possibly Negative
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No Clear Relationship Between Tax Rates No Clear Relationship Between Tax Rates 
and Output Levelsand Output Levels

Source: OECD
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No Clear Relationship Between Tax Rates No Clear Relationship Between Tax Rates 
and Economic Growthand Economic Growth

Source: OECD

USA UK

SUI

SWE

ESP POR

NOR

NZL

NED

LUX

KOR

JPN

ITA

IRL

ISLGRE

GER

FRA FIN

DEN
CAN BEL

AUT
AUS

-1%

0%

1%

2%

3%

4%

5%

6%

7%

20% 25% 30% 35% 40% 45% 50% 55%
Average Revenues/GDP, 1990-2000

A
ve

ra
ge

 A
nn

ua
l G

ro
w

th
 in

 G
D

P
Pe

r P
er

so
n,

 1
99

0-
20

00



Public and Private Health Spending Have Public and Private Health Spending Have 
Seen Similar GrowthSeen Similar Growth

Growth in Per-Beneficiary 
Health Costs Compared to 
Growth in Per-Person GDP

Entire economy + 2.4

Medicare + 2.8

Medicaid + 2.4

Health Cost Growth in Public Programs and the 
Entire Economy, 1975-2004

Source: Medicaid data from CBO. Medicare and entire economy from CBPP calculations based on 
Center for Medicare and Medicaid Services and Medicare Trustees data.



Health Spending versus Life Expectancy at Health Spending versus Life Expectancy at 
Birth in Developed Countries, 2003Birth in Developed Countries, 2003

Source: OECD Health Data 2006.
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Debt if Health Costs Gradually Debt if Health Costs Gradually 
Fall to Swiss LevelsFall to Swiss Levels
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