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Independent Ideas For Our Next President

Budget

America’s Economy: Headed for Crisis
Realistic Approaches Are Essential

Background

The next President will inherit a fiscally lethal combination of changing demographics,
rising heath care costs, and falling national savings. Over the next 25 years, the
number of Americans age 65 and over is expected to grow from 12 to 20 percent of
the population. Health care spending is growing faster than the economy. And net
national saving, public and private combined, has plummeted from 8.5 percent of GNP
25 years ago to less than two percent today.

Against that backdrop, the country faces not just a short-term budget crunch, but
rather the long-term budgetary impact of an unprecedented demographic shift to an
older society — and the resulting pressure on the economy from Social Security,
Medicare and Medicaid.

Recommendations

Comprehensive solutions may take considerable time to develop, and once
implemented, should be subject to periodic review. However, as a framework for action
the next President should:

* commit to a balanced budget

= take every reasonable step to constrain the rising cost of heath care and
retirement programs—Social Security and, most especially, Medicare

= make clear to Americans that taxes cannot be cut over the long-term unless
programs are cut commensurately, and

= prevent total spending, taxes, or debt from reaching levels that could reduce
economic growth and future standards of living

Key Facts

» Social Security, Medicare and Medicaid already constitute 40 percent of the
federal budget—before the baby boomers have begun to retire in any
numbers

= over the next 25 years, the number of Americans ages 65 and older is
expected to grow from 12 to 20 percent of the population
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= for the past 40 years, health care spending has consistently grown faster
than the economy and if the same growth rate continues over the next 40
years, Medicare and Medicaid alone will absorb as much of our nation’s
economy as the entire federal budget does today

A full version of this proposal, as well as supporting background material, is available
at www.opportunity08.org
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Opportunity 08 aims to help 2008 presidential candidates and the public focus on
critical issues facing the nation, presenting policy ideas on a wide array of domestic
and foreign policy questions. The project is committed to providing both independent
policy solutions and background material on issues of concern to voters.
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