April 2, 2008

HERITAGE - BROOKINGS PAPER URGES:

TAKE ENTITLEMENTS OFF AUTOPILOT

Dear Colleague:

Yesterday’s CQ Today draws attention to an important new report on federal entitlement spending that was issued jointly by the Brookings Institution and the Heritage Foundation.  The report, “Taking Back our Fiscal Future,” highlights the fact that keeping Social Security, Medicare, and Medicaid on “budgetary autopilot” will lead to deficits too large to be made up through either spending reductions or tax increases.

It’s clear that Congress must act soon to ensure that these programs are available to those who need them.  That’s why I’ve introduced H.R. 4181, the Securing Medicare and Retirement for Tomorrow (SMART) Act.  The SMART Act would solve the crisis created by the unfunded entitlement liabilities of Medicare and Social Security by transitioning to a system where today’s workers are able to choose between the current system and ownership over their retirement and future health care.  

I encourage you to consider the following article, as well as the Heritage-Brookings report.  To cosponsor the SMART Act, please contact Erika Nelsen at x5-2635.

Sincerely,

JEFF FLAKE

Member of Congress
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Experts Urge Taking Entitlements Off Autopilot

By David Clarke, CQ Staff

A group of prominent budget experts on Monday proposed ending autopilot spending for large entitlement programs, such as Medicare and Social Security, in order to require Congress to deal with their growing costs.

The 16-member group, brought together by the liberal-leaning Brookings Institution and the conservative-leaning Heritage Foundation, suggested that lawmakers enact specific long-term budgets for Medicare, Medicaid and Social Security that would have to be reviewed every five years.

The group also suggested instituting a “trigger” that would force changes to the programs, such as tax increases or benefit cuts, if the costs grow beyond levels set in the long-term plans. The changes could be averted if Congress explicitly voted to prevent them or to adopt alternative changes. 

“The trigger process that forces an explicit vote when the long-run budget for any of these programs is exceeded will dramatize the importance of modernizing these entitlement programs to reflect increased longevity, higher incomes and the rising cost of medical care,” the panel members wrote in their report.

Under current law, spending on these programs is considered “mandatory,” meaning the money flows automatically unless Congress acts to change benefit levels, eligibility standards, financing mechanisms or other core elements of the programs.

This contrasts with discretionary spending, which Congress appropriates annually to fund federal agencies and most programs.

“There is no budget process for the entitlements,” said Alice M. Rivlin, a former director of the Congressional Budget Office (CBO), now with Brookings, who also was head of the White House Office of Management and Budget during the Clinton administration.

Many of the experts who developed the proposal — two years in the making — belong to Brookings, Heritage and the Urban Institute. The group included three former CBO directors: Rivlin, Rudolph Penner and Robert Reischauer.

As a result of the growing cost of health care and retirement of the baby boom generation, spending on Medicare, Medicaid and Social Security will grow in coming decades at rates that will require benefit cuts, tax increases, burgeoning deficits or some combination of the three.

Although the crunch may be years away, budget experts warn that putting off decisions will make the eventual changes more severe.

Forcing Attention

There is widespread agreement on the problem, but so far, little effort to address it.

For instance, neither of the fiscal 2009 budget resolutions approved by the House and Senate (H Con Res 312, S Con Res 70) in March proposes making major changes to Medicare, Medicaid or Social Security.

The issue also is receiving little attention from the presidential candidates.

At the center of the latest proposal is the idea that nothing will happen under the current budget process because there isn’t the political will to make difficult choices that may have long-term advantages but would require politically painful changes to benefits or increased taxes that would be implemented immediately.

Members of the group said their proposal, if implemented, would at least force greater discussion of the issue.

“What this proposal does do is encourage the Congress and the president to consider the long term in a more realistic way, make the political cost of inaction higher and provide a degree of political cover for difficult decisions,” Reischauer said.

The group’s own deliberations give a sense of how difficult it will be to change the big entitlement programs. The proposal does not contain specifics about what event or measurement should set off the trigger that forces change, because members couldn’t agree on that issue.

House and Senate members have proposed creating a task force of lawmakers and administration officials (S 2063, HR 3654) to produce proposals for dealing with long-term fiscal issues.

Both measures would require Congress to vote on the recommendations of the task force. Neither has yet received a vote. 
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