










FIG 1. PUBLIC DEBT PROJECTIONS (PERCENT OF GDP)
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FIG 2. Four Steps to Defi cit Reduction (2014-2023)



Steps 1, 2, and 3 Enacted Savings 
(CRs, BCA, ATRA) “Step 3”

Health Care $615 billion $30 billion $585 billion
Other Mandatory $255 billion -$10 billion $265 billion
Discretionary ~$1.94 trillion ~$1.55 trillion $385 billion
New Primary Spending $2.81 trillion ~$1.57 trillion $1.24 trillion

Upfront Revenue $690 billion $690 billion $0 billion
Tax Reform/Other Revenue $585 billion N/A $585 billion
Revenue Subtotal $1.28 trillion $690 billion $585 billion

Chained CPI $280 billion $0 billion $280 billion
Program Integrity $50 billion $0 billion $50 billion
General Government Sub-
total $330 billion $0 billion $330 billion

Interest Savings $780 billion $430 billion $350 billion

Total Savings $5.19 trillion $2.69 trillion $2.50 trillion
Debt (% GDP in 2023) 69% 79% N/A

Memo:
Total Spending Savings $3.76 trillion $2.00 trillion $1.76 trillion
Total Revenue Savings $1.43 trillion $690 billion $740 billion

FIG 3. SUMMARY TABLE OF SAVINGS (2014-2023)





2014-2023
Savings

Discretionary Caps $385 billion
Reduce defense levels $220 billion
Reduce non-defense levels $165 billion

Health Care $585 billion
Enact delivery system and payment reforms $60 billion
Reform Medicare cost-sharing rules $90 billion
Enact medical malpractice reform $20 billion
Increase income-related premiums $65 billion
Increase the Medicare age with an income-related Medicare buy-in $35 billion
Reduce and reform post-acute care payments $70 billion
Reduce various payments to hospitals $65 billion
Reduce the cost of prescription drugs in Medicare $90 billion
Reduce Medicare fraud and excessive payments $25 billion
Reform Medicaid fi nancing by reducing over-payments to states $65 billion

Other Mandatory $265 billion
Reduce and reform agriculture spending $40 billion
Reform civilian and military health and retirement programs $100 billion
Reform higher education programs $35 billion
Increase or impose user fees $50 billion
Enact additional savings $40 billion

Revenues $585 billion
Enact tax reform in 2014  enforced by failsafe trigger $585 billion

General Government $330 billion
Adopt Chained CPI w/ benefi t enhancements for vulnerable populations $280 billion
Fund program integrity measures $50 billion

Net Interest $350 billion

Total Savings $2.50 trillion

Potential Additional Savings from “Step 4”* ~$350 billion
Total Savings Including “Step 4” ~$2.85 trillion

FIG 4. SUMMARY TABLE OF “STEP THREE”





2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Outlays
“Step 3” 22.3% 22.1% 21.6% 21.3% 21.1% 21.3% 21.4% 21.5% 21.6% 21.6% 21.6%

Baseline 22.4% 22.2% 22.0% 21.7% 21.7% 22.0% 22.2% 22.4% 22.6% 22.9% 23.0%

Revenues
“Step 3” 16.9% 18.1% 19.3% 19.3% 19.1% 19.1% 19.0% 19.1% 19.3% 19.5% 19.7%

Baseline 16.9% 18.0% 19.1% 19.1% 18.9% 18.8% 18.7% 18.7% 18.8% 19.0% 19.1%

Defi cits
“Step 3” -5.4% -4.0% -2.4% -1.9% -2.0% -2.2% -2.3% -2.4% -2.3% -2.1% -1.9%

Baseline -5.5% -4.2% -2.8% -2.6% -2.9% -3.2% -3.5% -3.7% -3.8% -3.8% -3.9%

Debt
“Step 3” 76.4% 78.1% 76.7% 74.3% 72.4% 71.5% 71.1% 70.8% 70.4% 69.9% 69.3%

Baseline 76.5% 78.5% 77.5% 75.8% 74.6% 74.7% 75.2% 76.1% 77.0% 78.0% 79.0%

FIG 5. BASELINE AND RESULTING BUDGET PROJECTIONS UNDER THE BIPARTISAN PATH FOR-
WARD (PERCENT OF GDP)

FIG 6. PUBLIC DEBT PATHS UNDER THE PROPOSED PLAN (PERCENT OF GDP)
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FIG 7. TEN-YEAR SAVINGS IN THE BIPARTISAN PATH FORWARD (BILLIONS)
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Area Simpson-Bowles Illustrative Plan Domenici-Rivlin 2.0

Individual Tax Rates 12% | 22% | 28% 15% | 28%
Corporate Tax Rate 28% (fl at rate) 28% (fl at rate)
Standard Deduction Increased 10%

Replaced with work and family 
creditsPersonal Exemptions Retained

Child Tax Credit & EITC Retained
AMT Repealed Repealed

Mortgage Interest Deduction
Converted to 12% credit; 

capped at $500K mortgage
(no 2nd homes or equity)

Converted to 15% credit; 
limited to $25K of interest

(no 2nd homes)

Charitable Deduction Converted to 12% credit; 2% of 
AGI fl oor Converted to 15% credit

Employer Health Exclusion Capped, phased out by 2038 Capped, phased out by 2025
State & Local Tax Deduction Eliminated Eliminated
Misc. Itemized Deductions Eliminated Floor increased to 5% of AGI
Muni Bond Exclusion Phased out for new bonds Private Activity bonds repealed

Retirement Savings Consolidated and capped at 
$20K or 20% of AGI

Consolidated and capped at 
$20K or 20% of AGI

Capital Gains and Dividends Taxed as ordinary income
(top rate 28%)

Taxed as ordinary income w/ 
$1000 exclusion (top rate 28%)

Step-up Basis for Cap Gains Eliminated Eliminated

Accelerated Depreciation Replaced w/ economic
depreciation Retained

International Tax Reform Territorial System Current System

Other Tax Expenditures Most other individual and
corporate TEs eliminated

Most other individual and
corporate TEs eliminated.

FIG 8. TAX REFORM UNDER VARIOUS PLANS















FIG 9. FISCAL COMMISSSION SOCIAL SECURITY PLAN
75-Year 75th Year

Gradually phase in progressive changes to benefi t formula, modify-
ing PIA factors to 90%|30%|10%|5% by 2050 

45% 51%

Offer minimum benefi t of 125% of poverty for an individual with 25 
years of work; index minimum benefi t level to wage growth 

-5% -6%

Index normal retirement age (NRA) and earliest eligibility age to 
longevity so that they grow about 1 month every two years; include 
a “hardship exemption”

18% 30%

Provide benefi t enhancement of 5% of the average benefi t (spread 
out over 5 years) for individuals who have been eligible for benefi ts 
for 20 years 

-8% -6%

Gradually increase taxable maximum to cover 90% of earnings by 
2050 

35% 22%

Apply refi ned cost of living measure (chained-CPI) to COLA 26% 17%
Cover newly hired state and local workers after 2020 8% 0%
Share of Existing Shortfall Closed (OLD PROJECTIONS) 112% 102%







FIG 10. BRIDGE FROM CBO CURRENT DEFICITS TO CRFB REALISITC BASELINE DEFICITS (BILLIONS)

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Nominal Dollars(Billions)
Spending $3,595 $3,703 $3,873 $4,086 $4,337 $4,606 $4,858 $5,124 $5394 $5,681 $5,968

Revenues $2,708 $3,003 $3,373 $3,591 $3,765 $3,934 $4,092 $4,270 $4,486 $4,724 $4,951

Defi cits -$887 -$701 -$500 -$495 -$572 -$671 -$766 -$854 -$908 -$957 -$1,016

Debt $12,271 $13,064 $13,660 $14,241 $14,895 $15,635 $16,468 $17,388 $18,362 $19,388 $20,468

Percent of GDP

Spending 22.4% 22.2% 22.0% 21.7% 21.7% 22.0% 22.2% 22.4% 22.6% 22.9% 23.0%

Revenues 16.9% 18.0% 19.1% 19.1% 18.9% 18.8% 18.7% 18.7% 18.8% 19.0% 19.1%

Defi cits -5.5% -4.2% -2.8% -2.6% -2.9% -3.2% -3.5% -3.7% -3.8% -3.8% -3.9%

Debt 76.5% 78.5% 77.5% 75.8% 74.6% 74.7% 75.2% 76.1% 77.0% 78.0% 79.0%

FIG 11. CRFB REALISTIC BASELINE BUDGET PROJECTIONS

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2014-
2023

Current Law
Defi cits (CBO) -$845 -$616 -$430 -$476 -$535 -$605 -$710 -$798 -$854 -$957 -$978 $6,958

Repeal Sequester -$42 -$89 -$99 -$103 -$104 -$104 -$104 -$104 -$104 -$94 -$89 -$995

Extend Refund-
able Credits $0 $0 $0 $0 $0 -$3 -$31 -$32 -$32 -$33 -$33 -$164

Extend Doc Fix $0 -$14 -$16 -$13 -$12 -$12 -$13 -$14 -$14 -$15 -$16 -$138

Reduce Troops in 
Afghanistan $0 $16 $37 $51 $60 $64 $67 $69 $71 $73 $74 $582

Do Not Continue 
Emergency Sandy 
Past 2013

$0 $2 $9 $18 $26 $33 $38 $41 $43 $45 $47 $302

Adjust for Timing 
Shifts $0 $0 $0 $32 $1 -$33 $0 $0 $0 $45 $2 $47 

Net Interest $0 -$1 -$1 -$4 -$7 -$10 -$13 -$16 -$19 -$21 -$24 -$108

CRFB Realistic 
Defi cit -$887 -$701 -$500 -$495 -$572 -$671 -$766 -$854 -$908 -$957 -$1,016 -$7,441



FIG 12. SAVINGS COMPARED TO CRFB REALISTIC BASELINE AND CBO CURRENT LAW BASELINE 

 CRFB Realistic Baseline Current Law
War and Sandy Drawdowns $0 billion $885 billion
Sequester $0 billion -$995 billion
Health Care $585 billion $445 billion
Other Mandatory $265 billion $265 billion
Discretionary $385 billion $385 billion
New Primary Spending $1.24 trillion $985 billion

Tax Reform/Other Revenue $585 billion $420 billion
Revenue Subtotal $585 billion $420 billion

Chained CPI $280 billion $280 billion
Program Integrity $50 billion $50 billion
General Government Subtotal $330 billion $330 billion

Interest Savings $350 billion $235 billion

Total New Savings $2.50 trillion $1.97 trillion

Memo:
Total Spending Provisions $1.76 trillion $1.40 trillion
Total Revenue Provisions $740 billion $575 billion



FIG 13. DEBT PROJECTIONS UNDER VARIOUS SCENARIOS (PERCENT OF GDP)





FIG 14. DEBT PROJECTIONS (PERCENT OF GDP)
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FIG 15. DEBT PROJECTIONS UNDER SEVERAL PESSIMISTIC ASSUMPTIONS (PERCENT OF GDP)
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FIG 16.  LONG-TERM PROJECTIONS FOR “STEP 3”(PERCENT OF GDP)
 Outlays Revenues Defi cits Debt

2013 “Step 3” Scenarios 1 & 2 22.3% 16.9% -5.4% 76%
     

2023 “Step 3” Scenarios 1 & 2 21.6% 19.7% -1.9% 69%
     

2030
“Step 3” Scenario 1 22.6% 20.5% -2.1% 64%

“Step 3” Scenario 2 22.0% 20.5% -1.5% 63%
     

2035
“Step 3” Scenario 1 22.8% 21.0% -1.8% 61%
“Step 3” Scenario 2 21.6% 21.0% -0.6% 55%

     

2040
“Step 3” Scenario 1 23.0% 21.0% -2.0% 58%
“Step 3”  Scenario 2 21.0% 21.0% 0% 46%



 Outlays Revenues Defi cits Debt
2013 “Step 3 & 4” Scenarios 1 & 2 22.3% 16.9% -5.4% 76%

2023 “Step 3 & 4” Scenarios 1 & 2 21.4% 19.8% -1.7% 68%
     

2030 “Step 3 & 4” Scenario 1 22.2% 20.7% -1.5% 61%
“Step 3 & 4” Scenario 2 21.6% 20.7% -0.9% 59%

     
2035 “Step 3 & 4” Scenario 1 22.2% 21.0% -1.2% 55%

“Step 3 & 4” Scenario 2 21.0% 21.0% 0.0% 49%
     

2040 “Step 3 & 4” Scenario 1 22.1% 21.0% -1.1% 50%
“Step 3 & 4” Scenario 2 20.2% 21.0% 0.8% 38%

FIG 17. LONG-TERM PROJECTIONS FOR “STEP 3” AND “STEP 4” (PERCENT OF GDP)



FIGURE 18. BRIDGE FROM CURRENT LAW TO CRFB REALISTIC BASELINE PROJECTIONS (BILLIONS)



FIG 19. BASELINE AND BIPARTISAN PATH FORWARD PROJECTIONS (BILLIONS AND PERCENT OF GDP)



FIG 20. EFFECTS OF “STEP 3” ON REALISTIC BASELINE DEFICITS (BILLIONS AND PERCENT OF GDP)



FIG 21. DETAILED EFFECTS OF “STEP 3” ON DEFICITS (BILLIONS)



FIG 22. DISCRETIONARY CAPS UNDER SEVERAL SCENARIOS (BUDGET AUTHORITY, BILLIONS)



FIG 23. EFFECTS OF “STEP 3” ON CURRENT LAW DEFICITS (BILLIONS AND PERCENT OF GDP)



FIG 24. BASELINE AND BIPARTISAN PATH FORWARD PROJECTIONS BASED ON OMB ASSUMPTIONS 
(BILLIONS AND PERCENT OF GDP) 






