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SUBJECT: A Bipartisan Approach to America’s Fiscal Future

Introduction

Congratulations on your election victories. You all will shortly take an oath of office to preserve, protect, and 
defend the Constitution and this great country. The American public has high expectations that you will live 
up to that oath, but you face many difficult tasks. High among these are achieving strong economic growth 
while reducing the burden of accumulating debt to be passed on to future generations. 

America is at a turning point. We are almost ten years removed from the financial crisis, and the economy is 
slowly returning to a healthier state. Unemployment is low, some wage growth has returned, and the deficit 
is lower than it’s been since before the Great Recession. But, this year it will start rising again. The annual 
deficit will exceed $1 trillion again in less than a decade, and the nation’s public debt will exceed the size of 
the entire economy in less than two decades. The Social Security Old Age and Survivors Insurance Trust Fund 
is on track for insolvency in 2033, or around the time when a child born this year qualifies for a driver’s license.

The challenge is daunting: the baby boomers are entering retirement in large numbers and living longer in 
retirement than previous generations, and the nation has not yet determined how it will pay for these costs. 
But that is now your challenge as America’s newly elected leaders. Delay will only make the problem more 
onerous for the leaders who follow you and impose greater burdens on the American people. But, if you 
choose to accept it, this challenge is also an opportunity. An opportunity to build a more efficient, effective 
government: a tax system that eases compliance burdens and improves international competitiveness, while 
raising the revenue necessary to keep our nation’s promises to future generations; health care programs that 
spend taxpayer money more wisely and incentivize quality outcomes over volume of services delivered; and 
a sustainable, modernized Social Security system that protects older Americans and people with disabilities. 
These issues loom large, but the potential reward for tackling them is a stronger, more prosperous, and more 
just nation. 



Answering these challenges will require candor, bipartisanship, and willingness to risk the next election. The 
nation needs leaders who are upfront about the problems we face and bold and straightforward in how to 
address them. Because the trade-offs are demanding and every American will be affected by these decisions, 
a bipartisan approach is most likely to succeed. BPC suggests a balanced package of recommendations 
for your consideration. Reform of our nation’s budget and tax system should set the course for prosperity, 
opportunity, and security for our nation well into the future. If enacted, the proposals developed at the 
Bipartisan Policy Center (BPC) would stabilize our long-term debt outlook, increase investment in areas that 
will improve competitiveness and increase prosperity, provide for the nation’s defense, and ensure that our 
federal entitlement programs are protected for existing and future generations. 

Top Three Policy Recommendations

While BPC’s plan includes recommendations for nearly every major category of fiscal policy, BPC believes that 
proposals for tax reform, Medicare reform, and greater investment in discretionary spending categories are 
of the highest priority.

Tax Reform
America’s tax system is inefficient and will not raise adequate revenues to meet the nation’s needs well into 
the 21st century. While we must reduce the growth in federal spending on entitlements, we also need a tax 
code that adequately finances the inevitable expansion of spending on programs for older Americans as 
the boomers stream into retirement. BPC’s proposal envisions a radically streamlined and more equitable 
tax code for both individuals and corporations. A new code would have only two brackets for the individual 
income tax with rates of 15 and 30 percent, capital gains and dividends would be taxed at the same rates as 
earnings, and corporate income would be taxed at a flat rate of 30 percent. BPC’s plan would also eliminate 
most exemptions, deductions, and credits and replace them with a simpler and fairer set of tax credits. These 
changes would increase the progressivity of the tax system, raise revenue, and ensure that most Americans 
would no longer have to file an annual tax return.

Health Care Cost Growth
Spending on federal health care programs is estimated to increase by nearly 6.5 percent annually over the 
next decade, faster than the economy is expected to grow. While Medicare spending per capita has slowed 
over the last few years, it is unclear to what degree these savings are the result of the recession as opposed 
to a slowing in the long-term upward march of health care spending. Further, even if per capita spending 
has slowed, the population eligible for benefits will expand rapidly over the coming decades, driving 
increased federal and state spending. Therefore, we should implement reforms that help to further reduce 
health care cost growth and reorient payment systems toward quality outcomes. BPC proposes to build on 
Medicare physician-payment legislation passed during the 114th Congress to further reduce cost growth 
in the Medicare program and improve the experience of, and protections for, beneficiaries. These reforms 
would provide more choices and better incentives for Medicare providers and beneficiaries to participate 
in alternative payment models, implement competitive pricing in the Medicare Advantage program, and 
modernize the basic Medicare benefit, among other reforms. 

Investments
Discretionary spending, which is appropriated each year, funds many important investments that have the 
potential to improve American competitiveness and prosperity. For example, these funds fuel many of our 
nation’s scientific endeavors, our investments in education, health, and training, and our investments in 
transportation. Moreover, virtually all of America’s defense budget is supported by discretionary funding. 
These accounts have been squeezed since sequestration took effect as mandated by the Budget Control 



Act of 2011. They have borne the brunt of efforts to reduce the deficit, despite the fact that they are not the 
long-term drivers of the nation’s unsustainable debt trajectory. There has been some relief from these overly-
restrictive spending caps in the Murray-Ryan agreement that restored some funding for Fiscal Years 2014 and 
2015, but the sequestration of discretionary funds is still the law through 2021. BPC proposes to dedicate a 
portion of the savings from entitlement reforms and revenue from tax reform to pay for partial reversal of the 
sequester cuts to fund essential investments in America’s future.

Conclusion

This is a crucial moment for America. As the impact of the Great Recession recedes, our nation has a unique 
opportunity. Our economy has been tentatively restored and we have avoided a crisis—but that doesn’t 
mean it’s time to rest. It’s time to make decisions that can provide the largest generation of retired Americans 
to date with security and working America with prosperity.

The three proposals emphasized above would keep the promise of America for all generations: increased 
revenues, collected more efficiently, to begin paying down our debt; reforms to entitlement programs, to 
ensure sustainability while protecting those who depend upon them the most; and strategic investments 
in the nation’s future. All three elements are essential to ensure prosperity, opportunity, and fairness for 
Americans well into the 21st century.


