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Jobs Deficit
Millions of families across America face economic hardships.  The unemployment rate remains too high, job growth remains too low, and the prospects for sustained economic growth are disappointing.  
 
Budget Deficit
Washington’s policies have turned what was a fiscal challenge into a fiscal crisis.  Government spending has sky-rocketed.   The federal budget deficit has exceeded one trillion dollars for three straight years.  Government’s total debt recently eclipsed $14 trillion. 
 
Leadership Deficit
Facing our generation’s greatest challenge, the President and his party’s leadership have neglected their responsibility to lead.  Last year, Congressional Democrats didn’t even offer a budget – an unprecedented failure, and the reason why Congress is working right now to avoid a government shutdown.
 
For next fiscal year, the President recently unveiled a budget that has been universally criticized for its utter lack of seriousness.  The President’s budget doubles-down on a failed agenda of more government spending, massive tax hikes, and an unconscionable debt.  It commits our nation to a path to decline and a diminished future. 



REVENUE PROBLEM OR

SPENDING PROBLEM?




RECKLESS SPENDING SPREE

GOVERNMENT SPENDING IN BILLIONS OF DOLLARS, UNDER OBAMA BUDGET
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Convinced that more government spending, borrowing and taxing is the path to prosperity, Washington engaged in a reckless spending spree over the past few years.  Spending on domestic government agencies increased by 24% in the past two years – nearly 85% when you add the stimulus on top.  
 
The President’s budget calls for more of the same.  While he’d like to take credit for a spending freeze, spending would continue to increase every single year.  Despite imposing $1.6 trillion in new taxes, the President’s budget would add $13 trillion to the debt – the result of an explosive growth in government spending.
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EXPLOSIVE GROWTH OF SPENDING DRIVES FISCAL IMBALANCE

FEDERAL TAXES AND SPENDING AS A PERCENT OF GDP
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Washington has a spending problem, not a revenue problem. Obama’s budget puts federal spending and federal revenue at historically high percentages of our economy – permanently increasing government’s share of the American economy. 



TOTAL SPENDING IN FY 2010 = $3.5 TRILLION

(OUTLAYS IN BILLIONS OF DOLLARS)
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When we approach the issue of cutting spending, it is important to realize exactly how much the government spends, and what it spends it on. Last year, the federal government spent $3.5 trillion dollars. 
 
Non-defense discretionary spending – the category that covers most domestic federal agencies – took up roughly 20 percent of the federal budget. And Defense spending took up another 20 percent. 
 
The majority of government spending goes toward entitlement programs such as Social Security, Medicare, and Medicaid.  “Mandatory” is a budget term – meaning that the annual appropriations process doesn’t have discretion over the levels of spending.  If you qualify for a benefit under these programs, the government is legally required to spend the money.  Clearly, we need to address this growing size of the pie. 


Where Will the FY2011 Federal Dollar Come From?
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42 cents of every dollar


TIDAL WAVE OF DEBT

(DEBT HELD BY PUBLIC AS SHARE OF ECONOMY)
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Let’s look at the consequences of years of unsustainable spending increases, and years of ignoring the drivers of our debt.
 
We’ve had high levels of debt before – mostly due to increases in the size of government to address moments of crisis.  For example, to fight World War II, our debt reached 100% of our economy, but we were able to borrow such a large amount – mostly from our own citizens I might add – because it was clear that the spending was temporary, and indeed spending came down, the economy grew and our debt returned to sustainable levels. 
 
Today, we face a structural problem.  In three decades – our debt will grow to more than three times the size of our entire economy.   This trajectory is catastrophic.  There is no way our economy can sustain this explosive growth of government. 



WHAT DRIVES OUR DEBT?

(GOVERNMENT SPENDING AS SHARE OF ECONOMY)
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WHAT DRIVES OUR DEBT?

(GOVERNMENT SPENDING AS SHARE OF ECONOMY)
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So what is driving this debt crisis?  
 
Right now, the government spends over a trillion dollars more than it takes in.  60% of this spending is autopilot spending on what are known as ‘entitlement programs.’
 
The explosive growth of spending in the years ahead is the result of these entitlement programs, along with the spiraling interest on the national debt.  
 
By the time today’s children are raising their own families, literally every single dollar we raise in revenue will go to pay for Social Security and government health care programs.  This doesn’t include spending on the new health care law.  
 
It is basic math – we cannot solve our budget challenges unless we address the growth of our entitlement programs, specifically government spending on health care. 
 
Going forward, as the debt and the interest on the debt spiral out of control, government spending will nearly overwhelm our entire economy.


WHO OWNS OUR DEBT ?
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Another challenge – one that goes beyond mathematics – is a question of sovereignty and America’s standing in the world.
 
Over the years, we have become increasingly dependent on foreign lenders to finance our growing debt, with China as our largest creditor. 
 
In the past, we’ve primarily borrowed from our own citizens.  In 1970, foreigners held 5% of our debt – today, that number is closer to 50%.

Being so indebted to countries like China present clear dangers – consequences that go beyond economics.




FOREIGN OWNERS OF OUR DEBT
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China owns 29.2% of our public debt, almost twice as much more than any other single nation. 

Chart Background: Chart based on U.S. Department of Treasury foreign debtors hold data as of December 2010.  For the purposes of this chart, Mainland China and Hong Kong are consolidated.
 
Source:  
 
U.S. Department of Treasury, Major Foreign Holders of Treasury Securities, January, 2011.  [Accessed on March 16, 2011]http://www.treasury.gov/resource-center/data-chart-center/tic/Documents/mfh.txt



PUTTING IT IN PERSPECTIVE

OUR DEBT TO CHINA IN Focus

*China Holds a 9.4% share of U.S. Public Debt
*The United States makes DAILY INTEREST payments of $119.7 million to China.

*What does $119.7 million a day to China really mean?
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Let’s talk about China’s debt to the U.S. for a second. Because I believe that our debt is not just a fiscal issue but a national security issue. China holds almost 10% of all U.S. public debt. 

The interest alone on our debt to China totals $119.7 million PER DAY.

To put that in perspective, with just one day’s interest payment of $119 million the Chinese could pay the yearly salaries of the entire Green Bay Packers organization and still have enough money to buy each of them a Lexus.

Or they could buy a Joint Strike Fighter (worth approx. $100 million) every day and still have cash left over.
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THE CoST OF WAITING — THE FiscAL GAP

UNFUNDED PROMISES IN TRILLIONS OF DOLLARS
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There is an alarming cost to kicking the can down the road on these problems.  Each year we wait, the problems grow larger, and the available solutions more difficult.
 
The government’s unfunded liabilities – which just means the promises we are making to current workers about the retirement benefits they will receive, but which we have no way to pay for – are projected to grow by trillions of dollars in every year that we fail to act.   
 
Right now, government programs – with their unsustainable structure – too often represent empty promises to our citizens. Social Security’s annual cash deficits are now permanent. Medicare’s unpaid promises are in the tens of trillions of dollars. Unless we modernize the structure of our health and retirement benefit programs for the 21st century, the bankruptcy of these programs will break promises to current seniors and deprive younger workers of the security they’re counting on and the future they deserve.  
 
By putting in place gradual, modest reforms, we can ensure that those in and near retirement are safe from any disruptions, while future generations have a safety net with real security they can continue to count on.
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REAL SECURITY & REAL REFORM

THE HOUSE REPUBLICAN FY2012 BUDGET

Guiding Principles
—No changes to those in or near retirement

—Fulfill the mission of health and retirement
security

—Lift the crushing burden of debt

—Spur economic growth and path to
prosperity
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Where the President and his party’s leadership have failed, House Republicans are committed to lead.  
 
Where the President has put forward a budget full of empty promises from a broke government, we will offer a budget that offers real security with real reforms.
 
As we work on our spring budget, we will be guided by four core principles:
 
1. No Changes for Those 55 and Older
a.	To tackle these challenges, government needs to reorient its policies, without requiring   	citizens to reorganize their lives.
b.	Reforms must be gradual, preventing disruptions to those in or near retirement.
c.	The President and his Party violate this principle.  His health care law cut Medicare for 	current seniors by over half-a-trillion dollars to fund his new entitlement.  His refusal to 	take action on serious entitlement reform will force painful cuts for current beneficiaries 	under current law.
2. Fulfill the Mission of Health and Retirement Security for All Americans

a. 	We must not only make our health and retirement security programs sustainable, but also 	ensure they deliver better results: better access to quality, affordable care; more control; 	real security.

b.	We must target government support to those with the greatest needs.

c.	The President and his party’s leadership violate this principle.  Social Security cannot 	meet its promises – it is running permanent cash deficits and the trust fund is headed for 	bankruptcy.  Their approach on health care will result in inferior quality, exploding costs, 	and restricted access. Cost containment in a government-controlled system can only 	come from bureaucratic rationing.

3. Lift the Crushing Burden of Debt

a.	We must address the drivers of the debt.  We must set forth a sustainable trajectory, 	removing the shackles of debt from our economy today and our children tomorrow.
b.	The President and his party’s leadership violate this principle.  The President’s budget 	doubles the debt in a decade, and does nothing to prevent the debt from spiraling out of 	control.

4. Spur Economic Growth and Prosperity

a.	We must couple these repairs to our safety net with an agenda that restores the 	foundations for economic growth: a low, competitive tax code… sound money… 	transparent, reasonable regulations… and spending restraints and reforms.

b.	The President and his party’s leadership violate this principle.  Their budget commits us to 	stagnant growth and managed decline. 
 


A CHOICE OF TWO FUTURES

(DEBT AS A SHARE OF THE ECONOMY)
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GOVERNMENT SPENDING

(As PERCENTAGE OF GDP)

;

R

C 38

E

N

T

A

G 25

E

0

] 13

G PATH TO

D P

" ROSPERITY
0

1968 1978 1988 1998 2008 2018 2028 2038 2048

Source: CBO



QUESTIONS? COMMENTS?

Contact Rep. Reid Ribble
www.ribble.house.gov

Washington, DC
202-225-5665

Appleton, WI
920-380-0061

Email Ideas to:
RibbleDebtldeas@mail.house.gov



ADDITIONAL SLIDES



A CHOICE OF TWO FUTURES

CURBING SPENDING GETTING DEBT UNDER CONTROL

(GOVERNMENT SPENDING AS PERCENTAGE OF GDP) (DEBT HELD BY PUBLIC AS PERCENTAGE OF GDP)
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e 2009 House GOP Budget Alternative

— Cut $4.8 trillion in spending from Democrats’ budget;
Put budget on path to balance

— Keep taxes low; spur job creation and growth
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We face a choice of two futures in this country.  We can choose the path outlined by the President in his budget: an explosion of debt and a diminished future.  A century where America loses it exceptional promise, as our generation gives the next generation an inferior future.
 
Or we can rise to meet this challenge.  Leaders treat citizens as adults, not children, and offer them an honest debate and real solutions.  We can choose to address the drivers of our debt, and strengthen our critical health and retirement security programs – giving real security to today’s seniors and to future generations.  We can, and we must, choose a path to prosperity.
 
We can restore America’s greatness, or we can go the way of fallen empires. It’s ours to choose. These are not easy times, but America is an exceptional nation.
 
In all the chapters of human history, there has never been anything quite like America. The American story has been cherished, advanced, and defended over the centuries. When times were hard, Americans have risen to the challenge, and this generation must do the same. We must pass on to our children a stronger, more vibrant, more decent nation that was better than the one we inherited.



TAX REVENUES DO NOT CORRELATE WELL WITH TAX RATES

Top Income Tax Bracket
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TAX REVENUES ARE HIGHLY CORRELATED WITH GDP

Rea 2006 GDP ($Billions)
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Spending in Billions
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