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Introduction

Representative Kevin Brady
It’s a great time to find a job in America and that’s not by
accident. Thanks to recently implemented pro-growth
policies like tax reform and balanced regulation, America
has transformed from a country that asks, “where are the
jobs?” to one that now asks “where are the workers?”
We’re witnessing one of the best job markets in history.
New hiring has hit a 18-year high and many who have been
without work since the Great Recession are jumping back
into the labor pool. In only one month over the summer
more than 600,000 Americans decided to start looking
for work again – which is as if everyone in a city the size
of Milwaukee realized there are finally good jobs to be
found again in America and emerged from their homes,
apartments, and parent’s basements to apply.
While this economic turnaround has come as a shock to
many on the Left, it’s no surprise to millions of working
families across America who have been overtaxed by
Washington. The pro-growth policies put into action under
President Trump have not only given much-needed tax relief
to families, but have also catapulted America’s economy
back into the lead among our foreign competitors, making
us the most competitive economy in the world again for the
first time since 2008.
But there’s a problem — albeit one that is good news for
most workers. There are 7.1 million job openings in America,
but only 6 million people currently searching for work.
This “jobs gap” is impacting local businesses of all types
and sizes across America. There are good-paying jobs in
construction, manufacturing, utilities, and technology that
don’t require a college degree, and yet are going unfilled. We
can – and must – fix that.

America’s workforce is becoming the top economic
issue in a newly revitalized American economy. A
solution is crucial if we are committed to maximizing
America’s economic potential. This means implementing
conservative policy to reform key welfare systems in
America that have failed to help America’s poorest find
and keep a job. We need everyone who can work to work
so there needs to be a consistent expectation, across
programs, for work or work preparation in exchange for
benefits.
Moving forward there should be no more “lost causes”
or families that are deemed “too difficult” to engage –
which is how the government currently treats many welfare
recipients. Instead, there should be a plan for each family to
move adults into work, by expecting work or preparation for
work in exchange for benefits.
While the Left continues to push for repealing last year’s
middle-class tax cuts and raising taxes on hard-working
American families, conservatives are fighting for pathways
from poverty to prosperity. With more workers, we can
continue to fuel the economic boom so all Americans can
be better off.
This is America, everyone deserves the opportunity to
accomplish their hopes and dreams, grow their careers,
and support their families. The American Dream starts
with a job.
Rep. Kevin Brady is a Republican from Texas’s 8th
Congressional District. He served as the chairman of the
House Committee on Ways and Means from November
2015 to January 2019. He is currently the ranking member
of the Committee on Ways and Means.
FreedomWorks Foundation
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Welfare Reform Worked
Let’s Stop Undermining It

Senator Mike Lee

Welfare reform in the 1990s was an example of
successful, bipartisan public policy reform and
should be built off of today.

•

By expanding non-cash welfare programs like Medicaid
and SNAP far beyond their original intended scope, we’ve
ignored the lessons that led to the ground breaking
successful work requirement reforms of the 1990s welfare
reform.

•

We need to reverse the recent trend in falling labor
force participation by applying the same work
requirements that worked for cash-welfare programs
to non-cash welfare programs.

•

The Welfare Reform and Upward Mobility Act would be
a strong first start to this, restoring the link between
work and government assistance by creating a
100-hour-per-month work requirement for all adults,
except the disabled and single parents with a child
younger than six.

True bipartisan public policy reform is rare these days.
Successful public policy reform is even rarer. But that is
exactly what happened in 1996 when a Republican House,
a Republican Senate, and a Democratic President fought
through a toxic partisan political environment to pass a
historic realignment of the American welfare state.
At the time, President Clinton called the Personal
Responsibility and Work Opportunity Reconciliation
Act of 1996, “the end of welfare as we know it.” And
the legislation was a sea change in American welfare

At the time, many on the left predicted these new work
requirements would be Armageddon for struggling families.
Sen. Patrick Moynihan (R-NY) predicted we would “find
children sleeping on grates, picked up in the morning frozen.”
Sen. Frank Lautenberg (D-NJ) said we would see “children
begging for money, children begging for food, eight- and
nine-year old prostitutes.” And Sen. Ted Kennedy (D-MA)
called the bill “legislative child abuse.”
But guess what? The left was wrong.
Between 1996 and 2000 single-mother welfare caseloads
fell by 53 percent, their employment rate increased by 10
percentage points, and their poverty rate fell by 10 percent.
And the consumption-based poverty rate among single
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policy. No longer would families be guaranteed a check
each month from the federal government with no strings
attached. Instead, most welfare recipients would be
expected to work, or participate in job training programs,
after two years of receiving benefits.
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parent families has continued to fall since then: from 23
percent in 1995, to 15 percent in 2000, to 9 percent in 2010.
Unfortunately, some on the left have never accepted the
reality of welfare reform. To this day they continue to deny
the ability of work requirements to move struggling families
out of dependence and into the workforce. Fortunately these
activists have failed to undo the changes made to federal
cash-assistance programs made in 1996
But they have managed to undermine the success of
welfare reform in other ways.
Medicaid used to be a narrowly targeted program designed
to provide health care for only our most vulnerable
populations including individuals with disabilities, lowincome children, pregnant women, and seniors. But
thanks to a number of expansions, Obamacare’s Medicaid
expansion being by far the biggest, Medicaid is now a
broad-based welfare program. In 1969 just 6 percent
of Americans were on Medicaid. Today, 22 percent of
Americans use the program.
Food stamps have also seen a similar transformation from
a cyclical program providing temporary relief during rough
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By expanding non-cash welfare programs like Medicaid
and SNAP far beyond their original intended scope, we’ve
ignored the lessons that led to the ground breaking
successful work requirement reforms made to cash welfare
programs in 1996. Work requirements – particularly ones
that direct state resources to connect welfare recipients to
the workplace – help people move out of poverty and into
self sufficiency.
It is not surprising that this increase in non-cash
welfare dependence coincided with a drop in labor force
participation among working-age adults. Between 2000
and 2017 the overall labor force participation rate among
working age adults fell from 84 percent to 81.7 percent.
America works better when Americans are working. We need
to reverse the recent trend in falling labor force participation
by applying the same work requirements that worked for
cash-welfare programs to non-cash welfare programs.
Families do better when they move from dependence to
self-sufficiency. And we as law makers should do everything
we can to make sure our safety net programs are designed
to make that happen.
That is why I introduced the Welfare Reform and Upward
Mobility Act of 2017, a bill that become a model for reform
of SNAP in the 2018 farm bill. The Welfare Reform and
Upward Mobility Act would restore the link between work
and government assistance by creating a 100-hour-permonth work requirement for all adults, except the disabled
and single parents with a child younger than six.
Married parents with children would also be allowed to split
the work requirement between them and states are given
resources to develop vocational programs needed to help
those who have trouble finding work. Nine federal housing
assistance programs would also be consolidated and block
granted to states.

85%

Date

economic times, to a way of life for far too many Americans.
Technically referred to as the Supplemental Nutrition
Assistance Program, SNAP’s participation rate used to rise
during recessions and then quickly fall after. But thanks
to expanded eligibility loopholes created during the Great
Recession, that didn’t happen this time. A full nine years
after the recession ended in 2009, the proportion of the U.S.
population receiving SNAP is 48 percent higher than when
the recession began in 2007.

These are admittedly measured first-steps which leave
Medicaid’s ever expanding recipients unreformed, but it is a
strong first start, one we must begin if we have any hope of
reforming our larger entitlement programs.
Sen. Mike Lee is a Republican who has served the state of Utah
in the Senate since 2011. He is currently the senior senator from
his state and is the Chairman of the Joint Economic Committee.

Ways to
Reform Entitlements

Chris Jacobs
Highlights:
•

Several initial steps could start the ball rolling on
entitlement reform

•

Allowing seniors to opt-out of receiving their Medicare
benefits would save taxpayers money and allow seniors
to keep the HSA coverage they have, and like.

•

Banning new provider taxes in the Medicaid program
would force states to use their own funds—as opposed
to budget gimmicks—to fund Medicaid expansion,
which might force states to think twice before
expanding.

•

Statistics showing insolvency of Social Security and
Medicare demonstrate the imperative for major reform.

The so-called “popular” regulations around pre-existing
conditions in ObamaCare have in reality raised premium
costs for millions—and for the federal government—
meaning they cry out for repeal and reform. As the Chinese
proverb notes, the journey of a thousand miles begins with
a single step—and several initial steps could start the ball
rolling on entitlement reform. For instance, Congress could
take the simple step to allow seniors to opt-out of receiving
their Medicare benefits. A bureaucratic decision made by
the Clinton Administration in 1993 prevents any senior who
enrolls in Social Security from opting out of Medicare—
prohibiting them from making any additional contributions
to their Health Savings Accounts (HSAs).
Congress, or for that matter, the Trump Administration on
its own, could undo this ruling, permitting seniors to opt out
of Medicare if they wish to do so. This move would save
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taxpayers money—because why should Congress force
people like Bill Gates to enroll in Medicare?—and allow
seniors to keep the HSA coverage they have, and like.
Congress could also put a moratorium on new provider
taxes in the Medicaid program. States enact these taxes
on hospitals and other medical providers primarily to draw
down more federal matching dollars from Washington.
Provider taxes might be the only form of taxes that those
paying the tax actually like, because all the funds they pay
in these “taxes”—and then some—come right back to the
providers who financed them.
Even Joe Biden called Medicaid provider taxes a “scam”
demonstrating the bipartisan opposition to this fiscal
gimmick. But in recent years, nine states that have
expanded Medicaid to the able-bodied under Obamacare—
including Virginia, the most recent—have funded their share
of the expansion through this accounting scheme. Putting a
moratorium on new provider tax scams would save citizens’
hard-earned dollars. Moreover, because banning new
provider taxes would force states to use their own funds—as
opposed to budget gimmicks—to fund Medicaid expansion,
it might force states to think twice before embracing new
coverage to the able-bodied.
In the longer term, entitlement reform involves
acknowledging some inconvenient truths. First, the Medicare
program is already functionally insolvent. In 2009—the last
year before Obamacare’s passage—the program’s trustees
concluded that the Part A (Hospital Insurance) Trust Fund
would reach insolvency in 2017. Obamacare “improved”
Medicare’s solvency—but only on paper, through a series of
misleading accounting transactions.

Average Monthly Premiums in the
Individual Market on Healthcare.gov

Average Monthly Premiums (in dollars)

Second, most seniors have not “earned” all their Social
Security and Medicare benefits. One study by the Urban
Institute found that the average couple who retired in 2015
would receive just over $1 million in Social Security and
Medicare benefits in retirement, after having paid in only
$683,000 in Social Security and Medicare taxes. That gap
continues to grow, such that a couple aged 30 in 2015
would receive nearly two times more in benefits than they
paid in taxes. These statistics—published by a liberal
think-tank, no less—demonstrate the imperative for Social
Security and Medicare reform.
Finally, however popular Obamacare’s pre-existing
condition provisions might seem, they raise premiums
substantially—and support for them drops once Americans
know that fact. A Heritage Foundation study released in
March concluded that the pre-existing condition provisions
served as the prime driver in the more than doubling of
individual insurance premiums from 2013 through 2017.
And a Cato Institute poll conducted last year shows that,
when asked about pre-existing condition provisions “if it
caused the cost of your health insurance to go up,” support
for the provisions plummeted by 42 percentage points, and
opposition rose by 40 points. These so-called “popular”
regulations have in reality raised premium costs for
millions—and for the federal government—meaning they cry
out for repeal and reform.
For many politicians, entitlement reform proves an
unpopular subject. Lawmakers who crave public approval
often do not like reducing benefits and subjecting
themselves to political attacks in the process. But the
benefits promised in past years have become inherently
unsustainable and will bury future generations in mountains
of debt if they continue. Congress should begin this journey
of a thousand miles—and sooner rather than later—to save
the next generation from fiscal ruin.
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Will America
Avoid Fiscal Collapse?

Romina Boccia
Highlights:
•

America’s deep federal debt poses a threat to the
American economy and the prosperity of America’s
people.

•

Public debt levels that approach the size of a nation’s
economy and that are on an upward trajectory affect
economic growth significantly and negatively. High and
rising debt drags down growth.

•

What makes the U.S. different from Greece and
Argentina in this respect is the U.S.’s ability to issue
debt in its own currency. But inflation is still default by
other, less direct means because it destroys the savings
of the American people, taxing them by reducing the
value of every dollar in their savings account.

According to economic and fiscal projections by the
nonpartisan U.S. Congressional Budget Office, U.S. public
debt is projected to approach 100 percent of GDP in the next
ten years and continue growing on a rapid upward trajectory
from there.
Public debt refers to credit the U.S. government has borrowed
from financial markets and excludes intragovernmental debt,
such as trust fund debt owed to Social Security, for example.
The gross national debt, which includes U.S. trust funds,
already exceeds the size of the entire U.S. economy at a

More than two-thirds of federal spending grows on
autopilot based on laws that exempt these programs
from the annual federal budget process. It’s a lack of
will rather than a lack of ability that keeps autopilot
spending growing unchecked.

As the U.S. fiscal situation becomes further unsustainable,
change is inevitable. Lawmakers should approach these
changes with deliberation and reform current policies
gradually to enable the American people to adjust to them
without doing unnecessary harm. America is on a fiscal
collision course. Decades of unfunded entitlement promises,
demographic changes, and a dysfunctional political process
combine to drive America’s federal budget deep into debt.
This poses a threat to the American economy and the
prosperity of America’s people.

Federal Debt Held by the Public
Actual to 2018 and Projected to 2048
200
Percentage of Gross Domestic
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Change is inevitable. The question is whether lawmakers
and constituents will pursue necessary changes in a
deliberate and gradual manner on their own terms, or
whether they will wait for change to come abruptly and
suddenly as austerity measures become unavoidable.

150
100
50
0
2000

2010

2020

2030

2040

Year

FreedomWorks Foundation

9

Federal Outlays by Major Category
1968

1987

Interest
6.2%

Interest
13.8%

Mandatory

Discretionary
44.2%

27.6%
Discretionary
27.6%

Mandatory
42.0%

2007

2017

Interest

Interest

8.7%

6.6%
Discretionary

30.1%

38.2%

Mandatory
53.1%

Discretionary

Mandatory
63.3%

staggering level of more than $21 trillion.

printing presses on overtime, in other words.

Economists across a wide ideological spectrum and from
diverse institutions, including the International Monetary
Fund, have identified that public debt levels that approach
the size of a nation’s economy and that are on an upward
trajectory affect economic growth significantly and
negatively. High and rising debt drags down growth.

Inflation is default by other, less direct means, however.
Instead of defaulting on its debt by failure to pay its
creditors sufficient currency, default by inflation occurs by
devaluing the currency, thus returning less value to creditors
than they initially handed over when lending money to the
government.

The implications are far-reaching and include lower wages
for workers, higher interest costs for the government and
the private sector, less private investment in the productive
sectors of the economy, and much greater risk exposure in
the event of a national security or economic crisis.

Inflation of the money supply for debt service can lead to
inflation of the costs of goods and services in the broader
economy. As more dollars chase the same number of
available goods and services, their costs will rise. Such
inflation, especially when it appears suddenly and with
significant magnitude, disrupts economic activities and can
cause recession with grave consequences for American
businesses and workers.

Running up excessive government debt reduces opportunity
and prosperity for the American people and puts their wellbeing and safety at great risk.
Other countries that engaged in unsustainable spending and
borrowing like Argentina, and Greece, have defaulted on their
debt – more than once. While the United States is unlikely to
default on its debt by becoming unable to pay its creditors, it
can default on the value of its debt in other ways.
What makes the U.S. different from Greece and Argentina
in this respect is the U.S.’s ability to issue debt in its own
currency. This means that rather than run out of money
to pay its creditors, the U.S. can issue enough currency to
pay all of its debts if it so chooses. America could run its

Moreover, inflation destroys the savings of the American
people, taxing them by reducing the value of every dollar in
their savings account. Historically, governments all over the
world have found it politically easier to tax their populations
indirectly via inflation, rather than change the laws with
which they collect revenues.
America can avoid fiscal collapse by adjusting the policies
that are driving the country deeper into debt. The primary
culprits are social and economic programs that have grown
out-of-control for decades.
Approximately two-thirds of federal spending grows on
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autopilot based on laws that exempt these programs
from the annual federal budget process. Referred to by
Washington insiders as “mandatory or entitlement spending,”
the list of programs that fall in this category include
Medicare, Medicaid, Obamacare, Social Security, welfare and
other income security programs like food stamps and federal
housing assistance, as well as student loan programs, and
the refundable portion of the child tax credit.
As these mandatory programs continue to grow, the portion
of the federal budget that Congress appropriates every year,
“discretionary spending,” becomes less and less significant
in the larger picture of how to constrain federal spending
and the growing national debt.
Congress has the power to change these programs. The
congressional budget resolution includes a powerful
mechanism – reconciliation – specifically for the purpose
of adjusting mandatory spending programs and revenue
provisions to align federal spending and taxes with the
goals Congress sets out in its budget. It’s a lack of will
rather than a lack of ability that keeps autopilot spending
growing unchecked.
Many Americans support welfare reform to ask those who
receive assistance to engage in work or prepare for work
to attain self-sufficiency. Fewer understand the need to
adjust benefits like Medicare and Social Security which
required individuals to pay specific taxes during their
working years to qualify for benefits in their old age or when
they experienced a disability that prevented them from
supporting themselves.

trust funds are unlike trust funds in the private sector. They
contain no real assets but are accounting mechanisms
that rely on IOUs that must be converted to dollars by other
taxation or borrowing. All the money dedicated to these
programs’ trust funds was spent in years past.
As the U.S. fiscal situation becomes further unsustainable,
change is inevitable. Lawmakers should approach these
changes with deliberation and reform current policies
gradually to enable the American people to adjust to them
without doing unnecessary harm. Not reforming current
spending programs is not an option.
In the absence of reforming health care programs and
Social Security to reflect longer life expectancies with
higher eligibility ages, lower birth rates by reducing the
cost of benefits for younger generations, and higher health
care costs by introducing more choice, transparency, and
market forces in the health care sector, the American people
will still pay the costs of the fiscal collapse – be it through
higher taxes, greater inflation, and a smaller economy that
may put the American Dream out of reach for the next
generation.
We can not escape from fiscal reality. But we can face it
with dignity and conviction.
Romina Boccia is the Director of the Grover M. Hermann
Center for the Federal Budget at the Heritage Foundation.

Despite the different nature of the programs, Social Security
and Medicare are by far the most significant drivers of the
impending fiscal collapse. What many people do not know
is that Congress has promised far more in benefits than it
ever made provision for the American people to pay.
Medicare’s trust fund pays only a small portion of
Medicare’s total costs, the remainder coming from general
revenue taxation and borrowing. Even so, the Medicare
trust fund is projected to become depleted in 2026.
Social Security’s depletion date is not far behind. Without
unexpected economic fluctuations it is expected in 2034.
Demographic changes driven by the aging of the American
population and the decline in U.S. birth rates have shrunk
the ratio of working Americans paying payroll taxes to fund
current Medicare hospital insurance and Social Security
benefits. Fewer than three workers have to cover the cost of
every one beneficiary and the ratio is declining further.
Already, benefits in excess of what Treasury is collecting
in payroll taxes are adding to the national debt as federal
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A Better Budget
Requires Better Leaders

Jim DeMint
Highlights:
•

Except maybe for the Balanced Budget Amendment,
none of the ideas to reform Congress’ broken budget
process truly addresses the problem behind our $21
trillion national debt and $800 billion annual deficits.

•

The reason Congress’s budget process is broken is
that today neither party wants to budget. They just
want to spend, and take credit for good news, and duck
responsibility for bad news, because that’s the easiest
way to get re-elected every other November.

•

When Congress lubricated its budget-busting by
bribing members with earmarks, leaders could pass
almost anything, even if people hated the underlying
legislation. Many in the House and Senate felt they had
no choice.

•

•

Now, without earmarks, leaders hold votes on mustpass bills at the last possible minute, usually late at
night, right before some supposed catastrophe would
befall the country, to coerce members into voting for
bad legislation.
Over time, a transparent budget would become a
more sustainable, and more serious, one. Politicians
can never force each other to do the right thing. Until
citizens insist on a return to constitutional legislating
and budgeting, we’ll keep getting the federal budget the
politicians think we deserve.

There are many good ideas out there to reform Congress’s
broken budget process.
12 Entitlement Reform: A Growing National Emergency

Some would tweak House and Senate rules – like reforming,
or even eliminating, the Budget and Appropriations
Committees, which have fallen down on their jobs for
decades. Others would reform the Congressional Budget
Office to make it more responsive or transparent. There are
also ideas to modernize the 1974 Budget Act itself – by
more closely aligning the work of authorizing federal policy
and spending federal dollars. There are proposals out there
to reform the federal debt limit or to automatically reduce
spending according to this or that formula. And there are, of
course, some very good ideas to amend the Constitution to
require Congress to balance the budget every year. And if I
were back in the House or Senate I might vote for them.
But the fact is, except maybe for the Balanced Budget
Amendment – which would have no chance of passage in
either house of Congress – none of these ideas would do
much good. None of these ideas addresses the real problem
behind our $21 trillion national debt and multi-hundred
billion dollar annual deficits, especially as we are on track to
return to trillion dollar annual deficits like those seen in the
Obama years.
The problem with the federal budget isn’t the policy or the
process – it’s the politicians. Members of Congress in both
parties don’t really want to rein in spending. For all their
talk about “getting our fiscal house in order” and those
mathematically undeniable warnings about the coming debt
crisis, Republicans and Democrats in The Swamp just don’t
care enough.
Activists, scholars, and elected officials have worked in
good faith for years to think up ways around this fact.
They have tried to design guardrails and action-forcing
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mechanisms to make Congress do its job: commissions,
super-committees, budget caps, sequestration, and on and
on. But nothing comes of them.
At the end of the day, no Congress can bind a future
Congress. Under our system, you can’t write laws that
future lawmakers can’t repeal, waive, or ignore. The reason
Congress’s budget process is broken is that today neither
party wants to budget. They just want to spend, take credit
for good news, and duck responsibility for bad news,
because that’s the easiest way to get re-elected every other
November. They don’t want to be legislators – they want to
be pundits.
To govern is to choose, as John Kennedy said. And today,
Republican and Democrat leaders in Congress don’t want to
choose. They want to spend trillions of dollars on programs
they know don’t work, that are filled with waste, fraud, and
abuse, and which are projected to bankrupt the country.
Facing the resulting budget shortfalls, they would rather
print and borrow money to cover up their recklessness
than even talk about reforming federal programs or cutting
federal spending.
It’s an addiction.
And like any addict, Congress has developed sophisticated
tactics to hide their behavior from scrutiny and
accountability.
Time was, Congress lubricated its budget-busting with
earmarks – localized spending provisions designed to bribe
members into voting for debts and deficits they otherwise
couldn’t. Earmarks enabled Representatives and Senators to

tell their constituents, “Yeah, this will add another hundred
billion to the deficit, but there was this construction project
in our state that I had to vote for.” Multiply that excuse by
218 in the House and 60 in the Senate, and leaders could
pass almost anything, even if people hated the underlying
legislation. They felt they had no choice.
Sen. Tom Coburn used to call earmarks “the gateway drug”
to big government. Conservatives spent years fighting them,
until finally Congress banned them after the 2010 election.
But the victory was short-lived.
Once party leaders lost their carrots, they turned to their
sticks. Without earmarks to cajole members into voting
for irresponsible spending bills, they started deliberately
scheduling votes on those bills at the 11th hour, up against
manufactured “crisis” deadlines. Remember the government
shutdown? Those times we almost went over the debt limit?
The so-called “fiscal cliff” in 2012?
Those were each a result of congressional leaders –
Republicans and Democrats – holding votes on mustpass bills at the last possible minute, usually late at night,
right before some supposed catastrophe would befall the
country.
Under this last-minute process, congressmen and Senators
don’t even have a chance to read the bills before they vote
on them, let alone debate or amend them. A thousand pages
long? A trillion dollars spent? Sight unseen? That was the
point. If members didn’t vote yes, the troops won’t be paid,
the weather service and national parks will be shut down, or
we’d default on the national debt.
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That’s how The Swamp convinces otherwise sane, rational,
decent men and women to run the federal government like a
shady roadside carnival.
Immediately after these corrupt deals are put to bed, leaders
in both parties – and pundits in the media – say we can’t let
this happen again. What we need, they say, is some process
by which members in both parties can get together in one
room and work out their differences. And they’re right!
The Founders already knew that. They created such a
room; rather, two of them: the House and Senate chambers.
That’s the room where members from across the country
and across party lines are supposed to come together and
hammer out compromises. The catch is – they’re supposed
to do it in the light of day, with public votes, and C-Span
cameras watching the whole thing.
And that is precisely why congressional Republicans and
Democrats refuse to do it. It’s not because they can’t work
out their differences – it’s that they are afraid of voters
seeing how they do it.
But that is the only budget reform that could really work.
Citizens and elected officials – especially conservative
Republicans and progressive Democrats, who are driven by
principle and don’t fear transparency – must demand their
party leaders open up the process for all to participate and
all to see. All members should be free to offer amendments
and let their colleagues vote them up or down on the merits.
There is no earthly reason why a republic of 300 million
people should have its budget written in secret by a small
handful of 75-year old men. We elect congressmen and
Senators to vote – so make them vote.
14 Entitlement Reform: A Growing National Emergency

Be warned: conservatives may not love the bills that this
process produces – at least not right away. But we don’t
love the bills written behind closed doors either! No matter
which party controls Congress, remember: conservatives
are always in the minority. At least in an open, transparent
process, we will be able to reward and punish members
according to how they vote on the hundreds of amendments
a $4 trillion budget process should involve.
Over time, a transparent budget would become a more
sustainable, and more serious, one. Politicians can never
force each other to do the right thing; we have to force them
ourselves. Only the Constitution can truly drain the swamp.
Until citizens insist on a return to constitutional legislating
and budgeting, we’ll keep getting the federal budget the
politicians think we deserve.
Jim DeMint is a former U.S. senator representing
South Carolina and the chairman of the Conservative
Partnership Institute.

Cutting Discretionary
Spending Isn’t Enough

Jason Pye

•

Discretionary spending will represent only 30.7 percent
of all federal spending in FY 2019

•

Mandatory spending, including entitlement programs
like Medicare and Social Security, and interest on
publicly-held debt will represent nearly 70 percent of
federal spending in FY 2019

•

Congress could eliminate all nondefense discretionary
spending in FY 2019 and still run a budget deficit of
more than $300 billion

•

By FY 2028, discretionary spending will represent
22.8 percent of all federal spending while mandatory
spending and interest will rise to 77.2 percent

•

The share of the debt held by the public is projected to
increase from 79 percent of gross domestic product in
FY 2019 to 152 percent in 2048

Nondefense discretionary spending is projected to represent
roughly 15 percent of federal spending in fiscal year (FY)
2019, or about $669 billion out of the expected $4.471
trillion budget, according to the Congressional Budget
Office (CBO). Congress could eliminate all nondefense
discretionary spending and still run a budget deficit of more
than $300 billion.
Some members of Congress focus on reducing nondefense
discretionary spending, suggesting that the programs
classified as such are the source of budget deficits. Of
course, nondefense spending relative to gross domestic

product (GDP) has gradually declined since 1980 when it
peaked at 5.1 percent of the economy. The 2009 economic
stimulus bill American Recovery and Reinvestment Act, lead
to a brief increase in nondefense discretionary spending,
but that has since declined and is expected to continue on a
slow downward trajectory.
Defense discretionary spending, too, has gradually declined
as a percentage of GDP. In FY 2019, Congress is projected
to spend $693 billion on defense, or about 3.2 percent of
GDP. By 2028, under current law, defense and nondefense
discretionary spending together will represent 5.8 percent
of the economy. Yet, federal spending will continue to
rise, consuming more of the economy. This is because
mandatory spending, including entitlement programs like
Medicare and Social Security, and interest on publicly-held
debt will rise above historical averages.
Actual and Projected Federal Spending
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Projected Federal Spending in 2019
as a Percentage of All Federal Outlays

Projected Federal Spending in 2028
as a Percentage of All Federal Outlays
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In 2019, defense and nondefense discretionary spending is
projected to represent 30.7 percent of federal spending. This
is the spending that Congress appropriates on an annual
basis for the government to spend. Mandatory spending,
on the other hand, as well as interest on the national debt
run on autopilot, without debate in Congress. Mandatory
spending and interest on the debt collectively represent
nearly 70 percent of annual federal outlays. In 2028,
mandatory spending and interest on the debt is projected
to represent 77.2 percent of outlays, while discretionary
spending declines to 22.8 percent.
Between 1980 and 2017, federal spending averaged 20.6
percent of the economy. There were four consecutive years
of note, 2009 through 2012, during which federal spending
exceeded 22 percent of GDP, reaching as high as 24.4
percent in 2009. This was during the Obama administration
and was the effect of increased stimulus spending as
well as growth in spending on health care as a result of
ObamaCare. Congress is expected to spend 21.2 percent
of the economy in 2019, and the share of the national debt
held by the public is expected to be 79.3 percent. By 2028,
federal spending is projected to reach 23.7 percent, and
publicly-held debt will reach 96.2 percent.

Now, the projections that the CBO provided are subject to
change, and the assumption is that if these projections
do change, it will be for the worse. The budget deal that
was passed by Congress in February 2018 and signed by
President Donald Trump busted the previously established
spending caps by $296 billion over two fiscal years, 2018
and 2019. It is possible, if not likely, that the new spending
caps will serve as the new baseline for federal spending,
meaning that discretionary spending may grow above
currently projected rates.
The level of debt that the United States may see absent
congressional action is concerning. Estimates vary, but
economists agree that high levels of debt create what is
called a “debt drag,” which slows economic growth. An
August 2010 working paper published by the World Bank
made the case that the tipping point threshold for debtto-GDP is 77 percent. “If debt is above this threshold,” the
authors explained, “each additional percentage point of debt
costs 0.017 percentage points of annual real growth.”
If this is the standard, the United States has already
passed it. Of course, others believe that the tipping point

Projected Federal Spending as a Percent of Gross Domestic Product
Year
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6.4%
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2019

5.4%
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2028

6.5%
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2038
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118%

2048

7.6%
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Publicly Held Debt as a Percentage of GDP, 1790-2048

Publicly Held Debt as a Percentage of GDP

160%

Publicly Held Debt

140%
120%
100%
80%
60%
40%
20%

2048

2020

1992

1965

1937

1909

1881

1854

1826

1798

0%

Year

may be higher. Romina Boccia of the Heritage Foundation
explained, “Academic research by a number of economists
finds that countries with high debt levels experience lower
economic growth. Carmen M. Reinhart, Vincent R. Reinhart,
and Kenneth S. Rogoff found that debt levels between
90 percent and 120 percent of GDP correlate with slower
growth of 1.2 percentage points.”
The long-term budget picture is ominous because
continued inaction by Congress will lead to even higher
spending relative to the economy and even higher levels of
debt. The CBO projects that by 2018, discretionary spending
relative to the economy will dip to 7.6 percent, while interest
on publicly-held debt will rise to 6.3 percent. Mandatory
spending will rise to roughly 15.5 percent. Total spending
as a percent of GDP is projected to reach 29.3 percent. The
public’s share of the national debt is projected to rise to 152
percent of GDP.
Indeed, the warning lights are flashing red. The fiscal future
of the United States, at the moment, appears perilous, and
future opportunities and prosperity for the next generation
are at risk. Some may scoff at the notion that a sovereign
debt crisis could happen to the strongest nation in the
world, but it can, and most likely will unless Congress rises
to the challenge to address entitlement programs like Social
Security and Medicare.
The question is not whether a sovereign debt crisis will
happen here. More appropriately, the question is, when will a
sovereign debt crisis happen and how painful will it be?
Jason Pye is the vice president of legislative affairs for
FreedomWorks.
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Fixing Social Security:
Can the Insolvency Be Avoided?

Jonathan Bydlak
Highlights:
•

It’s no secret that Social Security is in deep trouble.
Fixing Social Security is relatively simple because it
comes down to two fundamental options: Raise taxes,
or adjust benefits.

•

An increase in the payroll tax could fill the current
funding gap, but payroll taxes would have to rise by 23
percent over what workers currently pay, and such a tax
hike would disproportionately impact small business
owners and other generators of economic growth.

•

Lawmakers must rethink the old model and find ways
to decrease the amount of money that is going out and
over time make fewer Americans dependent on the
government for their savings.

•

Options to fundamentally reform Social Security include
changing who qualifies for benefits, adjusting how
benefits get paid out, or allowing people to opt out of
the program entirely.

•

If lawmakers do not reform the program of their own
will, continuing with the status quo is not sustainable
and will force reform or risk sharp benefit cuts against
recipients’ wills in the near future.

The Problem
It’s no secret that Social Security, established in 1935
as part of FDR’s New Deal, is in deep trouble. When the
program was created, many more people were working
and paying into the system than were retired and drawing
benefits. This balance changed in the decades since, as
18 Entitlement Reform: A Growing National Emergency

lifespans increased and birth rates declined. Now, the
program that millions of Americans depend upon for their
retirement is running out of money – because not enough
people are paying into the system to keep up with those
who are drawing benefits.
However, unlike the serious challenges that come with
trying to fix other entitlement programs like Medicare, Social
Security does not depend upon rising healthcare costs or
other factors beyond policymakers’ control. In fact, fixing
Social Security is relatively simple because it comes down
to two fundamental options: Raise taxes, or adjust benefits.
Why not just raise taxes?
Some argue that raising payroll taxes would be an easy fix,
but the reality is trickier than it seems. As the American
Association of Retired Persons points out, raising payroll
taxes would reduce “the amount that Americans have to
spend on their own and their family’s food, housing, clothes,
education, and so on.” Sure, an increase in the payroll tax
could fill the current funding gap, but the most recent Social
Security trustee report estimates that payroll taxes would
have to rise by 23 percent over what workers currently pay!
What’s more, payroll tax increases would disproportionately
impact small business owners and other generators of
economic growth. Self-employed workers, those least likely
to be able to shoulder new tax burdens, would see their
Social Security payroll taxes skyrocket from 12.4 percent of
income to almost 18 percent.
Ultimately, raising taxes would be, at best, a temporary fix
that does not address the root of the problem. More people
depend upon the program that those who pay into it, and

the population will continue to age and make the problem
worse. Tax hikes alone cannot solve a broken model.
Adjusting Benefits
The other option, of course, is to rethink the old model and
find ways to decrease the amount of money that is going
out and over time make fewer Americans dependent on the
government for their savings.
The options for doing this are as numerous as they are
politically difficult. The idea that retired Americans ought
to see their promised benefits reduced after paying payroll
taxes over their lifetime is a hard case for politicians to
make. What gets less attention, though, is the fact that
everyone’s benefits will soon be cut without significant
changes to the basic structure of the program. Finding
reasonable ways to adjust outlays now is critical.
Broadly speaking, these solutions fall into two separate
categories:
1. Changing Who Qualifies for Benefits
Much has changed since Social Security was created,
and there is a slate of options for updating the program to
match those realities. For instance…
Raising the Retirement Age
When Social Security was created, average life expectancy
was 61 years old; now, it is nearly 80, while more people
stay in the workforce later in life. Raising the age at which
workers are allowed to collect Social Security would take
significant pressure off a program that has outlived its
original model – and save billions of taxpayer dollars.

Means Testing
The vast majority of Social Security benefits are paid to
people who have a retirement income of less than $20,000
– meaning that any means testing will have a very limited
impact on most beneficiaries. But stipulating smaller
payouts to those making over $50,000 or over $100,000
annually, for instance, could save taxpayers billions and
avoid putting pressure on those Americans who truly
depend upon the program.
2. Adjusting How Benefits Get Paid Out
Changing the Benefit Formula
For those who actually receive benefits, a complicated
mathematical formula determines just what and how much.
Small adjustments to this formula, such as switching from
wage indexing to price indexing, or adjusting the formula for
cost-of-living increases, could result in small changes for
individual beneficiaries but massive savings overall.
Fixing Social Security Disability Insurance
The disability portion of Social Security is historically one of
the most troubled and in need of reform. Various steps could
be taken to reduce fraud and “double-dipping,” as well as
creating a more reasonable time frame for putting people back
to work as opposed to remaining indefinitely on the program.
Other Ideas: Allowing Young People to Opt Out
There are of course other, more creative ideas for reforming
social security that fiscal conservatives could get on board
with. Chief among those is letting those who are just
starting their careers opt out of the program entirely.
Polls show that the vast majority of young Americans do not
believe they will ever see retirement benefits close to what
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they paid in to the program – if they see anything at all.
Allowing workers to opt out of the program now could help
reduce payments that must be paid out down the line.
Of course, doing so would also reduce the amount of
funding coming into the program in the immediate term, but
one idea that could help alleviate this concern is allowing
young people to opt out while still having to pay a lower
payroll tax. While workers currently pay 6.25% and their
employers an equal rate, it would be theoretically possible
for young workers to opt out in return for only paying,
say, tax of 2 or 3 percent. While even this level would be
somewhat unfair, since workers would not receive any
benefits from the program, young people who have little
hope of one day receiving Social Security would have extra
money to save and invest as they see fit.
Conclusion
There is no shortage of ideas for how to “fix” Social Security,
but which one or combination voters see as the best
will largely depend on who they believe should bear the
increased costs or reduced benefits. One thing is for certain:
Continuing with the status quo is not sustainable and will
force reform or risk sharp benefit cuts against recipients’
wills in the near future. And waiting even longer to address
the problem will only make that pain greater. Milton
Friedman famously said that “nothing is so permanent as a
temporary government program,” and while Social Security,
along with the bevy of “temporary” New Deal Programs
might be as permanent as any, there are still ways to ensure
taxpayers and retirees are not left in the cold.
Jonathan Bydlak is the founder and president of the
Institute for Spending Reform, and the creator of
SpendingTracker.org. Learn more about these and other
issues at SpendingReform.org.
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Reforming Medicare:
Better Care and a Better Future

Drew White
Highlights:
•

The total cost of Medicare now, according to the
Centers for Medicare & Medicaid Services (CMS) is
$708 billion and expected to double to roughly $1.4
trillion by 2027.

•

Unsurprisingly, a recent report by the Medicare Trustees
shows that Medicare Part A (hospital insurance) will be
bankrupt by 2026. Congressional lawmakers have little
choice but to reform the program—especially with our
national debt approaching $22 trillion.

•

Congress should look at several policy options for
Medicare reform with two key goals in mind: delivering
better care and lowering costs to avert a debt crisis.

•

One of the most cited reform proposals is premium
support. Another worthwhile reform is repealing old
policy statements enacted by the Social Security
Administration that prevent wealthier seniors from
opting out of Medicare Part A without losing their
Social Security retirement benefits.

•

Ultimately, the solution to providing high-quality care
at affordable costs for all Americans is embracing
healthcare freedom and getting government out of the
business altogether.

Since its inception in 1965, Medicare has undergone many
changes. The program was created as part of Lyndon
Johnson’s “Great Society” and originally designed to serve
as a federal taxpayer-funded backstop for the medical costs

of Social Security beneficiaries. In Medicare’s first full year,
the total annual cost to taxpayers was $1.8 billion. Its total
cost now, according to the Centers for Medicare & Medicaid
Services (CMS) is $708 billion and expected to double to
roughly $1.4 trillion by 2027.
This is in large part due to continual expansions of the
program which include expanding eligibility for those
with disabilities and end-stage renal disease, payments
to health maintenance organizations (HMOs) under
Medicare Part C formalized in 1997, and coverage of selfadministered prescription drugs under Medicare Part D
passed into law in 2003.
Unsurprisingly, a recent report by the Medicare Trustees
shows that Medicare Part A (hospital insurance) will
be bankrupt by 2026. That’s only eight years from now
and sooner than previously estimated. And if not for the
accounting gimmicks created by Obamacare, in which
Medicare savings are essentially double-counted to both
keep Medicare funded and prop up Obamacare, the program
would already be insolvent.
Congressional lawmakers have little choice but to reform
the program—especially with our national debt approaching
$22 trillion. Past efforts have unfortunately, but predictably,
been met with immediate demonization. This was most
infamously encapsulated in a campaign ad showing Paul
Ryan wheeling a grandmother off a cliff.
The real cliff, however, is the looming debt crisis that—if not
averted—is guaranteed to inflict vast amounts of pain on
millions of Americans, resulting in deep and immediate cuts
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to Medicare and other taxpayer-funded welfare programs
along with severe setbacks to the quality of life that
Americans have enjoyed for decades.

reconfiguring Medicare along these lines, are implemented
(preferably on a bipartisan basis), the program is going to
go bankrupt and drag the economy down with it.

And “Medicare for All” proposals by far-left progressives
would only exacerbate our debt crisis and the problems
already facing Medicare. Indeed, such a proposal would
cost at a minimum $32.6 trillion over the next decade. This
comes out to $3.26 trillion in new spending every year,
which is roughly 97 percent of the $3.3 trillion in current
total projected federal revenue for 2018.

Another worthwhile reform is repealing old policy
statements enacted by the Social Security Administration
that prevent wealthier seniors from opting out of
Medicare Part A without losing their Social Security
retirement benefits.

Indeed, “Medicare for All” is effectively Medicare for None as
it would bankrupt the government, result in the adoption of
the lowest common denominator for care, force doctors to
do more work for less pay, and accelerate hospital closures.
Instead, Congress should look at several policy options
for Medicare reform with two key goals in mind: delivering
better care and lowering costs to avert a debt crisis.
Policy Options
One of the most cited reform proposals is premium support.
Essentially, premium support would introduce competitive
bidding that would allow insurers to offer plans with
traditional Medicare services predicated on a benchmark.
Seniors would then have the option to select plans above or
below the benchmark. If they chose the former, they would
pay the difference in premiums. If they chose the latter, they
would receive the difference in savings.

The White House should revisit this policy, which failed to
go through the normal administrative rulemaking process
and does not have the force of law behind it, and Congress
should make it explicit in statute that seniors who want to
opt out of Medicare can do so without losing their Social
Security benefits.
Such a change would reinstitute an opt-out element into
the debate over so-called entitlement spending and provide
a necessary foundation for reforming other mandatory
spending programs, while also empowering seniors to have
more control over their money and care.

The Congressional Budget Office has estimated that such
a change would save anywhere from $20 to $42 billion
per year.

Lastly, Congress should move to revisit—and repeal—
the Medicare Access and CHIP Reauthorization Act of
2015, commonly known as MACRA. This law attempted
to permanently deal with the “doc fix” by repealing the
automatic Medicare physician fee cuts in the sustainable
growth rate (SGR). In reality, the bill increased the deficit
by $100 billion and, as many physicians have pointed
out, essentially replaced “fee for service” models with a
merit-based incentive payment models (MIPS) that grades
physicians with a composite score determined by metrics
set by federal bureaucrats.

Members must begin speaking to the reality that Medicare
is on the brink. And unless structural reforms, such as

And the rule set forth by the Obama administration to
determine physicians’ reimbursements under these metrics
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was a stunning 2,398 pages. This has buried doctors in
paperwork and diminished their ability to provide care.

Drew White is a former domestic policy advisor to Senator
Ted Cruz and former legislative strategist at Heritage Action
for America.

The end result is as expected. Fewer physicians
participating in Medicare and more opting out. This has left
older patients with fewer provider options. And it has only
increased the strain on an already over-strained system.
Conclusion
Ultimately, the solution to providing high-quality care at
affordable costs for all Americans is embracing healthcare
freedom and getting government out of the business
altogether. This means moving to a patient-centered system
with direct primary care so that patients directly negotiate
rates with their doctors without third party interference from
federal bureaucrats and insurance cronies that distort and
increase costs and diminish provider options.
This means expanding and empowering community-based
solutions such as health sharing associations that would
allow families, neighbors, congregations, and other likeminded entities within civil society to operate risk pools to
share and offset costs for potential health issues.
And it means reembracing the old idea of families, churches,
and communities strengthening our civil society by actively
preparing to help take care of those in need.
In other words, it means fundamentally rethinking how we
are doing things.
In a nation that has revolutionized the role of government
in people’s lives through limited government and developed
countless life-improving inventions through the miracles of
the free market, we can do better.
And for the sake of our grandparents and our grandchildren,
we must.
FreedomWorks Foundation
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Medicare for All
is Bad for All

Daniel Savickas
Highlights:
•

Savings touted by Medicare for All activists do not take
into account federal expenditures, which would rise by
$32.6 trillion.

•

Funding Medicare for All would require one of the biggest
tax hikes in American history. Corporate and individual
rates would have to more than double to cover the
funding gap, or payroll rates would have to be tripled.

•

Medicare is approaching insolvency as it is now. Optimistic
estimates show funds running dry as soon as 2026.

•

Implementation of Medicare for All would lead to a
shortage of doctors and healthcare facilities, and create
longer wait times for patients.

Sen. Bernie Sanders (I-Vt.) has championed a healthcare
proposal dubbed, “Medicare for All.” The proposal would
essentially eliminate private insurance in the United States
and usher in a system where all costs are borne by the
federal government. It is single-payer healthcare. Despite
how unrealistic and expensive that seems, Sanders claims
it would actually save trillions of dollars in the long-run.
Though based in some fact, this claim is not entirely truthful
and ignores the poor quality of care that is offered by
government-run health insurance.
Charles Blahous, a senior research strategist at the Mercatus
Center at George Mason University, issued a study on what
Medicare for All would likely cost. Blahous determined that if
it was implemented as Sanders wished, projected American
healthcare costs would fall by roughly two trillion dollars from
2022 to 2031. Left-wing activists also champion that the
program would supposedly begin saving money immediately.

24 Entitlement Reform: A Growing National Emergency

However, this does not tell the entire story. While overall
healthcare costs would decrease, federal expenditures
would have to rise by roughly $32.6 trillion in that same time
period to accomplish that. This would lead astronomical,
economically disastrous tax hikes for American taxpayers
and even then the full cost couldn’t be covered. These
findings are similar to those obtained by left-wing groups,
like the Urban Institute as well.
To get the full picture, let’s break it down. The Center for
Medicare and Medicaid Services (CMS) estimates that
national healthcare expenditures in 2022, the hypothetical
first year of Sanders’ proposal, will be just over $4.5 trillion.
In that first year, the savings would total only $100 billion.So,
the new cost would be just over $4.4 trillion. However, in this
scenario, private insurers and out-of-pocket expenses have
been all but eliminated. That means that $4.4 trillion will be
borne almost solely by the federal government and, therefore,
the taxpayers.
However, the government will be saving an extra $1.8 trillion
on Medicare and Medicaid expenses they will no longer incur
as people are transitioned under the new plan. So, the yearly
increase in federal expenditures is about $2.6 trillion dollars.
Using that same math for the ten-year period, the $32.6
trillion figure holds up.
In order to fill a $2.6 trillion funding gap in a single year,
Mercatus estimates that the federal government would
have to more than double corporate and individual tax
rates. It’s either that or effectively tripling payroll taxes in
the entire country. This is based on revenue estimates from
the Congressional Budget Office. Even in the most generous
estimates of Medicare for All’s saving levels show $10 trillion
in savings over ten years. This is backed up by very little
evidence, but for the sake of argument, even if it is accurate, it
would still require one of the biggest tax hikes in history.

Projected Federal Spending as a Percent of Gross Domestic Product
Line #

Cost

Program

1

$4.562 trillion

Estimated National Health Expenditures (NHE) in the year 2022

2

$0.1 trillion

One-year savings on NHE if Sen. Sanders’ Medicare for All (M4A) proposal becomes law

3

$4.462 trillion

Line 1 - Line 2 = The total NHE in 2022 with M4A

4

$0.828 trillion

Estimated 2022 Medicare expenditures

5

$0.465 trillion

Federal portion of estimated 2022 Medicaid expenditures

6

$0.412 trillion

Expected federal portion of “other” healthcare expenditures (Veterans Administration, etc.)

7

$2.753 trillion

Line 3 - Line 4 - Line 5 - Line 6 = Expected increase in federal expenditures on
healthcare in 2022 if M4A became law.

8

$1.99 trillion

Estimated federal income tax receipts in 2022

9

$0.353 trillion

Estimated federal corporate income tax receipts in 2022.

10

$2.343 trillion

Line 8 + Line 9 = Estimated total federal income tax receipts for 2022.

11

117 percent

Line 7 / Line 10 = Increase in income taxes required to fill M4A funding gap.

12

$1.395 trillion

Expected federal payroll tax receipts in 2022

13

197 percent

Line 7 / Line 12 = Increase in payroll taxes required to fill M4A funding gap.

Source: National Health Expenditure Data, CMS.gov | Source: Congressional Budget Office, The Budget and Economic Outlook: 2018 to 2028
Source: Graboyes, Robert, “Medicare for All: Explaining the Math,” Mercatus Center

Medicare is in trouble as it is, and pie-in-the-sky proposals
that are not grounded in reality nor proper economics do
not help matters. Unfortunately, the prospect of one of the
greatest tax increases in our nation’s history is not even the
most disturbing part of the discussion surrounding Medicare
right now. It is the fact that Medicare is quickly approaching
insolvency, and very few leaders in Washington want to
address it.
The Medicare hospital insurance trust fund is expected to run
out of reserves in 2026. This current projection might even
be optimistic, as the trustees projected it to run dry in 2029
last year. The program currently has trillions in unfunded
liabilities, with estimates of $37 trillion over 75 years. This
number may be low, however.
That projection assumes significant cuts to physician
payment rates that are almost certainly not feasible. If
payment rates to physicians and hospitals drop significantly,
it will endanger the ability of the program to provide care for
the elderly, and would more than likely result in the closures
of facilities across the nation. Patients would be covered, but
there would be very few services available to them. Medicare
for All does not change this reality and, in fact, might
accelerate it.
The pay cuts to doctors would more than likely cause
a shortage of them across the country, especially if the
aforementioned facility closures come to fruition. This would
mean catastrophic wait times, an end to drug innovation, and
a national healthcare crisis. Patients might be paying less
under Sanders’ plan, but that is because they will be receiving
far less in terms of quality of care.

This is what is taking place in the nations that Sanders cites
as his model for perfect single-payer healthcare. The average
wait time for a hip replacement in Canada is two years. In the
UK, there are fewer doctors than in any industrialized nation
on earth. This is not Cuba or Venezuela we are talking about.
These are developed nations with functioning democracies
who have implemented these systems and greatly stunted
care as a result. Many die waiting for care in these countries,
and there is no reason to assume that the same will not
happen here should single-payer be adopted.
We need not look beyond our own borders to see the effects
of socialized medicine, however. Left-wing activists had long
touted the Veterans Health Administration (VA) as a model
for care. The wait times and massive corruption recently
became exposed in the system, and tragic stories about
the deaths of many veterans in long lines came to light.
The suboptimal results in Canada, the UK, and in the VA are
not a coincidence. They are inevitable components of any
government-run healthcare scheme.
The problem is not too little government intervention, but
too much. The United States has never once experienced
the benefits of all our modern medicine with a deregulated
framework where the private sector can work to provide the
best, innovative solutions for patients. Our government began
heavily regulating the healthcare space in the New Deal
era and never gave the free market a chance to work in the
modern era. Even entertaining Sen. Sanders’ Medicare for All
plan as a serious proposal would be another mistaken step,
taking our country further away from free market health care
and further away from ensuring quality care for all.
Daniel Savickas is a federal affairs manager for
FreedomWorks.
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Replace Obamacare
with a Free-Market Plan

Senator Rand Paul

•

Many individuals who gained coverage through
Obamacare are still, for all practical purposes, without
insurance because the deductibles are beyond the
reach of lower-income workers.

•

Because Obamacare put so many requirements on
insurance products and the markets in which they are
sold, affordability decreased, while deductibles and outof-pocket costs for many Americans increased.

•

Instead of locking Americans into a single source of
insurance, as Obamacare tries to do, what we should
really be doing is giving people as many options for where,
how, and what type of coverage to purchase as possible.

•

Despite the failures of Congress to repeal Obamacare,
even with a Republican majority, it is important for
conservatives to continue to pursue that goal.

Thanks to Obamacare, the intrusion of the federal
government into the healthcare system has greatly
expanded. Americans have seen their premiums skyrocket,
coverage they liked terminated, and dwindling choices of innetwork healthcare providers. Many individuals who gained
coverage through Obamacare are still, for all practical
purposes, without insurance because the deductibles are
beyond the reach of lower-income workers.
Obamacare not only told Americans that they must
purchase insurance, but it also defined specifically what
that insurance must be. Through its 10 required essential
health benefits, Obamacare took over this authority from
26 Entitlement Reform: A Growing National Emergency

the states. Prior to Obamacare, states determined what
benefits insurance plans sold in their borders must cover.
Not only did the change lead to a one-size-fits all version
of the insurance market, but it has also led to an increase in
premiums. Effectively, these mandates have made buying
low-cost insurance plans illegal. Democrats refer to any
effort to make the health insurance market more flexible
and freer as a market for “junk plans.” Nothing could be
further from the truth.
In fact, because Obamacare put so many requirements
on insurance products and the markets in which they are
sold, affordability decreased, while deductibles and out-ofpocket costs for many Americans increased. For instance,
as deductibles on Obamacare plans have increased, and
benefit structures have changed, Americans have been
faced with paying the full, often unaffordable, price of
prescription drugs.
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Furthermore, the ACA is based entirely on being able to
lock Americans into a single source of insurance. What we
should really be doing is giving people as many options
for where, how, and what type of coverage to purchase as
possible - in particular, allowing all Americans access to
the group health insurance market through membership
in associations like chambers of commerce. Association
Health Plans (AHPs) allow small businesses and individuals
to have access to lower-cost insurance that can operate
across state lines. The group or employer insurance market
is largely free of the issues with Obamacare. Participants
in the group market are happy with their coverage, and preexisting conditions are more easily covered in a group where
risk can be pooled. Thanks to a reform I worked directly
with President Trump and the administration to enact, more
Americans will be able to choose this alternative.
In addition to being unaffordable for consumers, Obamacare
is also unaffordable for the taxpayer. As the American
Legislative Exchange Council has pointed out, while the
federal government had been reimbursing states at 100%
of the cost of Medicaid expansion, that percentage is
slowly decreasing, and the bill for states is coming due,
with spending on Medicaid growing “nearly twice as fast” in
states that expanded Medicaid under Obamacare compared
with non-expansion states through 2016.1 In my home state
of Kentucky, Medicaid expansion increased spending in the
program by more than 65%.2 In addition, there are serious
questions about the role that Medicaid expansion plays
in the opioid epidemic.3 National Review has covered how
studies have revealed that Medicaid enrollees have been
prescribed opioids at a rate double that of those with private
insurance in the past, and it also notes that “15 million ablebodied adults were added to Medicaid through Obamacare”
- granting access to addictive opioids that comes at littleto-no-cost for those individuals.4 5 6
As the predicted failures of Obamacare have played out,
many on both sides of the aisle have offered a variety of

solutions. Some in Congress have called for insurance
company bailouts, while insurance companies continue to
report billion-dollar profits.7 One way companies have done
this is to increase premiums – in 2017, the average cost
of Obamacare individual market plans increased by “about
22%,” according to Bloomberg.8 An October 2018 piece in
USA Today stated that although the national average for
2019 premiums is expected to be slightly lower, “typical”
plans on the exchange “will still likely cost more than twice
as much as the average individual market plan in 2013.” 9
Despite the failures of Congress to repeal Obamacare, even
with a Republican majority, it is important for conservatives
to continue to pursue that goal. That’s why I introduced
a complete proposal to replace Obamacare with a freemarket plan that covers the most people at the lowest
possible cost. My Obamacare Replacement Act legalizes the
purchase of inexpensive insurance plans, helps people save
to buy health insurance by fully expanding Health Savings
Accounts (HSAs), equalizes the tax treatment of health
insurance for individuals and employers, and legalizes AHPs
and purchase of insurance across state lines.
The work to ensure Americans can more easily obtain
quality, affordable coverage continues, and I plan to keep
leading the charge.
Sen. Rand Paul is a Republican who has served the Commonwealth
of Kentucky in the Senate since 2011. He is currently the junior
senator from his state and is the Chairman of the Federal Spending
Oversight and Emergency Management Subcommittee for the
Homeland Security and Governmental Affairs Committee.

1.
2.
3.
4.
5.
6.
7.
8.
9.

https://www.alec.org/article/taxpayers-in-every-state-bearing-costs-of-medicaid-expansion/
https://www.alec.org/app/uploads/2017/12/medicaid-2.jpg
https://www.alec.org/article/taxpayers-in-every-state-bearing-costs-of-medicaid-expansion/
https://www.nationalreview.com/2017/07/medicaid-opioid-problem-has-it-made-epidemic-worse/
https://www.cdc.gov/mmwr/preview/mmwrhtml/mm5842a1.htm
https://www.hsgac.senate.gov/imo/media/doc/2018-01-17%20Drugs%20for%20Dollars%20How%20Medicaid%20Helps%20
Fuel%20the%20Opioid%20Epidemic.pdf
https://www.axios.com/profits-are-booming-at-health-insurance-companies-1513302495-18f3710a-c0b4-4ce3-8b7f894a755e6679.html
https://www.bloomberg.com/news/articles/2018-05-17/insurers-figured-out-how-to-make-a-profit-in-obamacare-lastyear
https://www.usatoday.com/story/opinion/2018/10/08/obamacare-premiums-democrats-donald-trump-insurance-aca-coverage-mandate-column/1444804002/
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ObamaCare
Has A Medicaid Problem Too

Sarah Anderson
Highlights:
•

The Affordable Care Act, or ObamaCare, included
provisions for a vast expansion of Medicaid eligibility
that has most dramatically affected entitlement
spending.

•

It offered a 100 percent match rate from the federal
government for any state for the expansion population
from 2014 to 2016, set to decrease only to 90 percent
thereafter into perpetuity.

•

Governors and state legislatures make the choice of
whether to open up Medicaid rolls to the expansion
population. To date, 33 states and Washington D.C.
have chosen to do so.

•

ObamaCare’s Medicaid expansion provisions have
accelerated federal spending on Medicaid and put
taxpayers on the hook for it because in reality, the pot
that all of this spending comes from -- state or federal
-- on Medicaid is the taxpayers.

•

Republicans have run campaigns for the past four
election cycles on promise after promise to repeal
ObamaCare and cut federal spending, and addressing
the broken Medicaid system is an essential piece of
keeping those promises.

Most of the chatter from conservatives on the ills of the
Affordable Care Act (ACA), or ObamaCare, centers around
the increasing price of insurance and health care due to the
law’s stringent, one-size-fits-all federal regulations in Title
I of exactly what and who insurers must cover. To be sure,
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these regulations are the beating heart of ObamaCare that
make it so detrimental to expanding health care choice in
America. Also included in the ACA, however, in Title II, are
provisions for a vast expansion of Medicaid eligibility that
has most dramatically affected entitlement spending.
Intended to serve as a safety net for those unable to
pay for healthcare themselves, Medicaid has grown
disproportionately to populations outside of this safety
net. This process was boosted by ObamaCare’s provisions
to open up the Medicaid rolls to previously ineligible
populations, almost entirely on the federal government’s
dime. Most notably, the ACA expanded eligibility to people
with annual incomes below 138 percent of the federal poverty
level (FPL) and incentivized states to take up this expansion.
Originally, the expansion of Medicaid was originally all but
mandated by the ACA, as the law threatened to take away all
Medicaid funding for states that failed to expand Medicaid.
In 2012, however, the Supreme Court ruled that the decision
must be left up to the individual states. Now, governors and
state legislatures make the choice of whether to open up
Medicaid rolls to the expansion population. Unfortunately,
many states have seen this as a good path to take.
The program is already jointly funded by the state and
federal government, according to rate calculations known
as federal medical assistance percentages (FMAP), which
determines the federal match rate to a state for every dollar
that state spends on Medicaid. Those states with lower
average per capita incomes receive a higher FMAP than do
those with higher average per capita incomes.
However, ObamaCare’s Medicaid expansion incentivized

Status of Expansion

States
Alaska, Arizona, Arkansas, California, Colorado, Connecticut, Delaware, Hawaii,
Illinois, Indiana, Iowa, Kentucky, Louisiana, Maine, Maryland, Massachusetts,

Adopted

Michigan, Minnesota, Montana, Nevada, New Hampshire, New Jersey, Mew
Mexico, New York, North Dakota, Ohio, Oregon, Pennsylvania, Rhode Island,
Vermont, Virginia, Washington, West Virginia

Alabama, Florida, Georgia, *Idaho, Kansas, Mississippi, Missouri, *Nebraska,
Not Adopted

North Carolina, Oklahoma, South Carolina, South Dakota, Tennessee, Texas,
*Utah, Wisconsin, Wyoming

*Denotes states that are currently considering expansion

-- or bribed -- states into expanding Medicaid by offering
a 100 percent FMAP for any state for the expansion
population from 2014 to 2016, regardless of average per
capita income. Practically speaking, this means that the
federal government would fund 100 percent of the state’s
spending to cover this population.
Even after 2016, states would experience a phased down
FMAP only until 2020, at which point the FMAP for the
expansion population would remain at 90 percent into
perpetuity. For perspective, the state with the highest
FMAP for its original Medicaid population is Mississippi,
at 76.39 percent. By law, a state’s FMAP cannot be below
50 percent, regardless of how wealthy it is. A total of
14 states have the lowest FMAP. Under ObamaCare’s
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Medicaid expansion, even these wealthy states would
receive the enhanced FMAP rate.
As of September 2018, 33 states and Washington, D.C.
have expanded Medicaid under ObamaCare’s provisions.
Of course, this list includes traditionally liberal states
such as California, Oregon, New York, and Massachusetts,
but also includes swing or typically conservative states
such as Louisiana, West Virginia, Ohio, and Pennsylvania.
Additionally, even traditionally conservative strongholds
Utah, Idaho, and Nebraska have measures on their ballots
for November 2018 elections to fully expand Medicare to
138 percent of FPL population.
What this means for entitlement spending should be
obvious. The federal government, in offering to pay for
nearly every penny of a state’s Medicaid expansion, created
an almost irresistible offer for state elected officials -insuring, albeit with low quality of care, more of their own
state’s citizens using none of their own state’s dollars.
However, “free” things are never free, and it is those same
citizens who are on the hook to pay for these expansions
through the federal government.
In fiscal year (FY) 2012, the first year that states began
announcing their intentions to expand Medicaid under
ObamaCare, the federal government spent $250.5 billion on
Medicaid. In the five years between FY 2012 and FY 2017
during which Medicaid expansion under ObamaCare has
taken effect across in states across the country, federal
spending on Medicaid had increased by 49.5 percent to
$374.7 billion.
This is an increase in the percentage of the annual federal
FreedomWorks Foundation
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budget that Medicaid spending consumes of 2.33 percent,
from 7.08 percent to 9.41 percent. For contrast, in the ten
years leading up to FY 2012, spending on Medicaid as a
percentage of the annual federal budget remained relatively
stagnant, actually seeing a net decrease from 7.34 percent
to 7.08 percent of the federal budget.
This type of rapid spending growth, especially relative to
the federal budget as a whole, is a dangerous sign for the
fiscal future of our country. As entitlement programs such
as Medicaid consume an increasing portion of the budget,
funding for everything else gets crowded out.
Additionally, as the federal government continues to run
budget deficits each year due to programs like Medicaid,
meaning that the total federal debt continues to grow, the
percentage of the budget spent paying interest on the
national debt increases as well, further crowding out the
budget. Practically speaking, this means that the annual
appropriations process for discretionary spending that
Congress goes through each year means less and less.
Especially with its open-ended funding structure, Medicaid
expansion states and non-expansion states alike are
incentivized to spend more on Medicaid to get more out of
the federal government’s pot. This contributes significantly
to the growth in the national debt and to crowding out the
budget by programs funded through mandatory spending
that continue to spend increasingly more at an increasingly
rapid pace, absent any checks from Congress.
As members of Congress stare down a $21.5 trillion
national debt, they must not forget who bears the weight
of that number. In reality, the pot that all of this spending
comes from -- state or federal -- on Medicaid is the
taxpayers. Those who elect members of Congress pay
for the spending growth in taxes, in dampened economic
growth, in the lives of their children and grandchildren.
ObamaCare has many flaws. Vastly expanding an alreadybroken entitlement program is one of them.
Republicans have run campaigns for the past four election
cycles on promise after promise to repeal ObamaCare and
cut federal spending. Addressing the broken Medicaid
system that this law put on a fast track to reckless
profligacy and actually returning the program to a true
safety net -- for those most in need and not for greedy state
governments -- is a crucial part of keeping those promises.
Sarah Anderson is a federal affairs manager for FreedomWorks.
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A Case for
Medicaid Reform

Senator Pat Toomey
Medicaid made up 1.4 percent of federal spending.
By 2017, urged on in recent years by increases in
enrollment eligibility, that number has ballooned to
nearly ten percent.

Highlights:

•

Without diminishing the level or quality of care, reforms
could reduce the growth of Medicaid spending to
a sustainable rate, refocus resources on the most
needed, and preserve it for future generations.

•

The most straightforward and transformative approach
would be to give states their current funding, but do so
in the form of a block grant. A less dramatic departure
from current practice would be to limit growth of federal
per beneficiary spending - a “per capita cap.”

In 1970, five years after it was signed into law,
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•

The program is an open-ended entitlement with costs
split between federal and state governments. The
design of this partnership between states and the
federal government leaves little incentive for states to
implement program integrity measures.

1970

•

Medicaid is the only major entitlement program without
a dedicated revenue stream such as a payroll tax.
Because of this, Medicaid actually has the largest
net impact on the deficit when compared with Social
Security and Medicare.
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•

Without reforms to our major entitlement programs,
our country continues to run headfirst into an entirely
predictable, and avoidable crisis.

government leaves little incentive for states to implement
program integrity measures. For every dollar states spend
on traditional Medicaid beneficiaries (the aged, disabled,
children, and families), the federal government provides
a match of $1.33, on average. For the 12 million working
age, able-bodied, childless adults enrolled by Obamacare,
this mismatch is supercharged: for every dollar spent by
the state, the federal government matches it with nine!
The incentives work in reverse for program integrity. For
every dollar of reduced spending by states on traditional
beneficiaries, the states only get to keep 43 cents. For
savings reducing one dollar of waste, fraud, or inefficiency in
the expansion population, the states save only 10 cents.

No matter how high the tax burden, no government program
can grow faster than our economy in perpetuity. First, it is
mathematically impossible; at some point the program would
cost 100 percent of GDP. Second, and well before that,
financing its growth would become economically impossible.
Third, it is politically impossible because the program would
crowd out spending on infrastructure, national security,
education, and any other priority.
As currently structured, our entitlement programs appear
destined to test these truths.

The results have been predictable.

Medicaid is the only major entitlement program without a
dedicated revenue stream such as a payroll tax. Because
of this, and despite being the smallest of the “Big Three”
(Social Security, Medicare, and Medicaid) in terms of
gross federal outlays, Medicaid actually has the largest
net impact on the deficit. And with no trust fund crises to
periodically pressure Congress towards reform (as with
Social Security and Medicare), Medicaid spending growth
has continued almost unabated.

In 1970, five years after it was signed into law, Medicaid
made up 1.4 percent of federal spending. By 2017, urged
on in recent years by increases in enrollment eligibility, that
number has ballooned to nearly ten percent.
In addition to growing federal outlays, Medicaid spending
is now consuming an ever-greater share of state budgets,
rising from 12.5 percent in 1990 to 28.7 percent today.1
Government actuaries predict that, over the next ten years,
Medicaid will grow at over six percent annually.2 In order
to maintain this pace, the federal government would have
to spend around $5 trillion, with states having to dedicate
another $3 trillion.3

Another design flaw contributes to Medicaid’s unsustainable
spending trajectory. The program is an open-ended
entitlement with costs split between federal and state
governments. Whatever covered medical or long-term
care expenses are incurred, the government meets them.
No family, business, or government can simply declare
that it will spend whatever it costs on anything. The
design of this partnership between states and the federal

The good news is that while the situation grows more dire
by the day, it is not too late to make Medicaid financially
sustainable. Without diminishing the level or quality of care,
reforms could reduce the growth of Medicaid spending to a
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sustainable rate, refocus resources on the most needed, and
preserve it for future generations.
The most straightforward and transformative approach
would be to give states their current funding, but do so in
the form of a block grant. Over time, the rate of growth of
the block grant would be gradually lowered to approximately
the rate of growth of our economy – giving states time to
adapt and adopt reforms to enhance efficiencies. A block
grant is not a radical approach. It would mirror Canada’s
health care financing system.4
A less dramatic departure from current practice would be
to limit growth of federal per beneficiary spending - a “per
capita cap.” These caps too would be allowed to grow at
a sustainable rate, and this method would accommodate
states in cases of economically or demographically
driven changes in enrollment. This type of reform was
most recently proposed by Republicans during the health
care reform debate in 2017, but it was also embraced by
President Clinton5 and endorsed by every single Democratic
member of the Senate in 1995.6

Services through the current waiver process.
Without reforms to our major entitlement programs,
our country continues to run headfirst into an entirely
predictable, and avoidable crisis. By acting now, we can
have gradual, incremental, and thoughtful reforms that allow
states to plan appropriately for the transition. If instead we
follow the current path for too long, the fiscal crisis that is
certain to hit us will force sudden and draconian changes to
a program relied on by the most vulnerable of Americans.
Sen. Pat Toomey is a Republican who has served the
Commonwealth of Pennsylvania in the Senate since 2011.
He is currently the junior senator from his state and is
the Chairman of the Subcommittee on Health Care for the
Finance Committee.
1.
2.

3.
4.
5.
6.

Any reform to the financing structure of the Medicaid
program must be coupled with significant additional
flexibility so states can tailor their programs to meet the
diverse needs of their respective populations. States should
be able to pursue innovation in areas like value-based
purchasing, home and community based services, and
treatment for addiction without being forced first to beg
for permission from the Department of Health and Human

“Medicaid’s share of state budgets,” Medicaid and CHIP Payment and Access Commission, Accessed October 3, 2018.
https://www.macpac.gov/subtopic/medicaids-share-of-state-budgets/
Table 3: National Health Expenditures; Aggregate and per Capita Amounts, Percent Distribution and Annual Percent Change
by Source of Funds: Calendar Years 2010-2026, Centers for Medicare & Medicaid Services National health Expenditure Data,
August 1, 2018. https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/NationalHealthExpendData/NationalHealthAccountsProjected.html
Paul Spitalnic, “Estimated Financial Effect of the ‘American Health Care Act of 2017,’” Centers for Medicare & Medicaid
Services Office of the Actuary, June 13, 2017. https://www.cms.gov/Research-Statistics-Data-and-Systems/Research/
ActuarialStudies/Downloads/AHCA20170613.pdf
Chris Pope, “Are the GOP’s Proposed Medicaid Reforms Mean?” National Review, June 27, 2017. https://www.nationalreview.
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In Closing

Adam Brandon
It is apparent that entitlement programs must be reformed,
lest America face a fiscal collision second to no other in our
world’s history. Fortunately, there are a plethora of ideas on
the table that would make this necessary step a reality.

signs of slowing down. It drags down our economy and
dampens the positive effects of recent tax reform and
deregulation. It is the single greatest national security threat
our country and our military faces today.

From simply decoupling Social Security from Medicare Part
A benefits for retirees or implementing a per-capita cap
on Medicaid spending to a full Swiss-style debt break or a
balanced budget amendment to our Constitution, the scope
of possible reforms is broad.

Whether the solution is seeking reforms to Social Security,
Medicaid, Medicare, ObamaCare, welfare, or any number of
other drivers of our debt, inaction is not an option. There
is no excuse for continued inaction by Congress, and
especially by Republicans, on reforming entitlements and
getting mandatory spending on a sustainable path.

All that is left is for our elected officials to put their political
calculations aside and do what is best and what is required
to uphold and defend the Constitution of the United States
against all enemies, foreign and domestic. Each member
swore to do when he or she entered our nation’s legislative
body, and many have taken this oath multiple times.
Notably, Republicans run election after election on fiscal
responsibility, but there is nothing fiscally responsible
about running away from the problem. But, supporting a
show vote every once in a blue moon on a weak balanced
budget amendment that everybody knows is doomed to fail
or making the occasional floor speech about our broken
budgeting process is not enough.
These members know that real action is what matters, but
they don’t want to deal with the hardship that fighting for
something they may believe in requires. No matter what
they do, though, the facts of the case are apparent and the
situation is only going to get worse.
Our $22 trillion debt is entirely unsustainable. It has more
than tripled in the past decade and a half alone, with no
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Fiscal responsibility means prioritizing the wellbeing of
our country’s finances -- and its citizens -- over the selfish
motives of public officials. For Congress, this may seem a
tall order, but it must be done, and members should look to
champions of entitlement reform ideas for guidance to see
it through.
Adam Brandon is the president of FreedomWorks.
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