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$4 Trillion or Bust – Even if it Takes Us Two Tries 
July 25, 2011 

 

With the August 2nd deadline to increase the debt limit fast approaching, 

leaders in Congress are struggling to craft proposals that could pass both 

chambers of Congress. The Committee for a Responsible Federal Budget 

continues to support a comprehensive package of at least $4 trillion in 

deficit reduction over the decade to put the debt on a sustainable path and 

is disappointed that Congress and the President couldn't agree to a 

comprehensive package to include with the debt ceiling increase. But, in 

light of the current time constraints and the need to raise the debt ceiling as 

soon as possible, would support achieving this goal through a two-step 

approach: combine a large down payment with a credible process to achieve 

the rest of the savings before the next election. Both the proposal put 

forward by House Speaker Boehner and the proposal put forward by Senate 

Majority Leader Reid would follow this two step approach.    

   

"We're down to the wire, so it is reasonable for lawmakers to focus on a 

two-part approach which raises the debt ceiling and enacts a down payment 

on deficit reduction, while putting in place a credible process to achieve 

additional savings," said Maya MacGuineas, President of the Committee for 

a Responsible Federal Budget. "We obviously have to avoid default, but any 

deal must also reassure markets that policymakers are serious about dealing 

with our national debt. 

  

Although there are differences between those two proposals and neither 

plan is perfect, those plans plus elements of the plan put forward by the 

Gang of Six could provide a framework for a responsible path forward. 

While there are several ways to achieve this goal, what is important is that 

Congress and the President agree on a credible approach to achieve some 

savings now while continuing to work toward a comprehensive plan to 

control the debt. Promises of future savings are only as good as the 

intentions behind them, but if policymakers are serious in their 

understanding of the need to tackle entitlement reform and tax reform, 

these frameworks could do the trick." 

   

As policymakers continue to negotiate proposals, the following should be 

kept in mind as the building blocks for a credible deal: 
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Enact a strong down payment. While agreement on the larger reforms necessary to 

achieve significant savings may not be possible in the time available to reach an 

agreement, lawmakers should include as much in savings as possible in the down 

payment.     

   

Focus on debt to avoid gimmicks. The ultimate goal of a fiscal plan must be to 

stabilize and reduce our debt as a percentage of the economy. Baseline gimmicks 

can artificially inflate savings, so policymakers should set explicit debt targets to 

ensure any deal is achieving its mission. Any plan that falls short of stabilizing the 

debt as a percentage of GDP -- no matter how big it is described in terms of savings 

-- would not be enough to get the job done. The Peterson-Pew Commission on 

Budget Reform has recommended a debt of 60 percent of GDP level by the end of 

the decade. 

   

Keep everything on the table. In order to be credible a process to achieve further 

savings, it must be accompanied by an explicit commitment by both parties to keep 

all options on the table for potential savings. The work of the Gang of Six, the 

Bowles-Simpson Fiscal Commission, and other bipartisan efforts to reduce the 

deficit have demonstrated that reaching agreement on a serious long-term fiscal 

plan will require tackling tough choices in all parts of the budget, including health 

care, Social Security, and revenues. If any areas of the budget are placed off limits 

for further savings, the process will justifiably be viewed as a recipe for gridlock 

and inaction. 
 

Enforcement, Enforcement, Enforcement. Any deal will require a mechanism to 

ensure future savings targets are achieved, and any two-part deal will require a 

way to ensure the second part is actually enacted. An enforcement mechanism must 

require both parties to "have skin in the game" to provide an incentive for 

negotiators to reach an agreement on a plan. CRFB has advocated across-the-board 

spending and tax expenditures cuts (or a tax surcharge) to be automatically 

triggered if debt stabilization goals are not projected to be met. We also support a 

short-term increase in the debt ceiling to ensure promised savings are realized. 

  

"We really, really, really wanted to see the 'big deal,'" said MacGuineas. "Fixing this 

budget situation is not easy and we appreciate the efforts to come to acceptable 

compromises and hope that we are on the right track. But let's not fool ourselves; if we 

go with the two step process the hard work is still to come." 

  


