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Federal debt is on an unsustainable path
Debt Held by the Public (% of GDP)
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The growing debt is caused by a structural mismatch between

spending and revenues
Federal Spending and Revenues (% of GDP)
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Net interest costs are projected to rise sharply
Billions of $
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By 2055, interest costs will more than double the government's
historical spending on R&D, infrastructure, and education

Federal Spending (% of GDP)
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Over the past decade, the U.S. spent more on interest costs than
on other national priorities
Federal Spending From FY2015 to FY2024 (Trillions of $)
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Spending for Social Security and Medicare will continue to climb
Federal Spending (% of GDP)
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The elderly population is growing rapidly and living longer
U.S. Population Age 65+ (Millions)
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Medical spending increases rapidly with age
Healthcare Spending per Capita by Age Group ($)
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Healthcare costs in the United States have increased drastically
over the past several decades
National Health Expenditures (% of GDP)
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U.S. per capita healthcare spending is twice the average of other
wealthy countries

Healthcare Costs per Capita ($)

Source: Organisation for Economic Co-operation and Development
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The United States has worse healthcare outcomes compared to
other wealthy countries
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As the population ages, fewer workers will be paying taxes to
support each Social Security beneficiary

Workers per Beneficiary Ratio
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Social Security is facing significant cash shortfalls
Social Security Surpluses/Deficits (% of GDP)
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Low-income seniors rely on Social Security benefits for a major
share of their retirement income

Social Security Benefits (% of Total Income)
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Mandatory spending and interest cost growth is squeezing
discretionary programs

% of Federal Spending
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Defense spending accounts for nearly half of total discretionary

spending

2025 Discretionary Outlays:
$1,872 Billion

Non-Defense
52%

Source: Congressional Budget Office

Notes: Non-Defense includes Transportation, Veteran's Benefits and Services, Health, Education, International Affairs,

General Government, Administration of Justice, Natural Resources and Environment, Housing Assistance, General
Science, Space and Technology, Community and Regional Development, and Training, Employment, and Social Services
spending.
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The United States spends more on defense than the next 9
countries combined

Defense Spending (Billions of $)
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Non-defense discretionary spending funds a wide range of
programs
Nondefense Discretionary Outlays in 2024: $959 Billion
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Notes: Veterans’ benefits primarily consists of medical and hospital care. Health includes funding for agencies that
provide healthcare services or engage in health research, such as the National Institutes of Health, Centers for Disease
Control and Prevention, and Indian Health Service. Education and training includes training, employment and social

services ($28 billion). Natural Resources and Environment includes Agriculture ($13 billion) and Energy ($6 billion). ¢ PETER G.
Income Security includes Housing Assistance ($68 billion). Other includes Commerce and Housing Credit as well as the -’ PETERSON
administrative costs of Social Security and Medicare. I3 FOUNDATION
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The federal government collects revenues from a variety of
sources

2025 Revenues:
$5,235 Billion
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All income groups pay taxes, but overall the U.S. federal tax
system Is progressive
Effective Federal Tax Rate (% of Expanded Cash Income in 2022)
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Notes: Individual income tax rates for the lowest and second quintiles are negative and are netted against the payroll ,y PETER G.
tax rate. A quintile is one-fifth of the population. The breaks are (in 2022 dollars): 20% $30,000; 40% $58,500; 60% i PETERSON
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The top 1 percent of taxpayers generate 24 percent of total
federal tax revenues
Share of 2023 Federal Tax Revenues (%)
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Income growth since 1980 has been larger for high-income
earners, even when including transfers and taxes

Cumulative Growth in Average Income After Transfers and Taxes (2021 $)
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Tax expenditures cost more than any individual government
spending program
Budgetary Cost in 2024 (Billions of $)
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tax revenues includes individual and corporate. The estimates for tax expenditures do not account for any interactive ,; PETER G.
effects of combining various provisions. Medicare spending is net of premiums and payments from the states. Defense -’ PETERSO N
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The ten largest individual income tax expenditures cost
$1.5 trillion

Budgetary Cost in 2025 (Billions of $)
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The top 1 percent of taxpayers receive 19 percent of the benefit
from individual income tax expenditures

Distribution of 2019 Individual Income Tax Expenditures (%)

Top 1 Percent
19%

All Other
Taxpayers
82%

Source: Congressional Budget Office
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The growing federal debt is projected to reduce family incomes
substantially

Income Loss For a Four-Person Family, on Average (2019 $)
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Note: The income measures are based on CBQO's projections of real gross national product per person. The income loss ,y PETER G.
is the difference between the income level if debt rises as it does under current law and the income level if debt i PETERSON
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Waiting to enact fiscal reform raises the cost of stabilizing the

debt

Size of Reform Needed in First Year of Enactment (% of GDP)
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Source: Congressional Budget Office

Note: Data reflects changes needed to stabilize the debt at 80 percent of GDP by 2052.
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Solutions Initiative 2024: Projected federal debt

Debt held by the public (% of GDP)
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