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Good morning.  I want to thank Neera Tanden for her generous words.  I also want to thank 
Winnie Stachelberg for inviting me join you today.    
 
And of course, thanks to the Center for American Progress and CAP Action Fund for 
continuing to be a powerful force for progressive ideas. 
 
Two years ago this month, the Simpson Bowles deficit reduction commission released its 
recommendations.  A year ago this month, Congress’ Supercommittee on the deficit 
finished its work. 
 
Now it’s up to President Obama, with the leaders of Congress, to come up with a plan to 
lower the deficit, create jobs and strengthen America’s economic future.  I am optimistic we 
will succeed. 
 
This morning I want to talk about why I believe deficit reduction is a progressive cause.   
 
I also want to offer some principles for a fair, long-term plan to shrink America’s deficit … 
strengthen our economy … help middle class families … and protect the most vulnerable 
among us. 
 
We can and we should avoid the fiscal cliff by acting now -- before January 1st -- to extend 
middle class tax cuts for 98 percent of the American people and allow the tax cuts to expire 
for those earning over $250,000 a year. 
 
President Obama and Democratic candidates campaigned on the idea that the wealthiest 
Americans should be asked to pay a little more in taxes – and voters endorsed it.  In fact, 
even many voters who didn’t vote for President Obama believe we ought to ask the top 2 
percent to pay a little more in taxes. 
 
This would cut the deficit and provide middle class families with an average tax cut of 
$2,000 a year. 
 



 
 

It would also show the American people and global financial markets that Democrats and 
Republicans are willing to make responsible choices to keep our economy moving forward. 
 
Republicans in Congress say they want to keep the middle class tax cuts, and I believe 
them.   So here is the question:  When there’s an idea on the table that everyone supports, 
that will cut the deficit significantly, why not act?  Why wait and risk another recession? 
 
The Senate has already voted to extend the tax cuts for the 98 percent of Americans who 
make less than $250,000 a year.  The President is waiting to sign that tax cut.  The House 
should pass it and send it to him now. 
 
I hope my friends at FOX are sitting down when they hear this because it may come as a 
shock to them:  President Obama didn’t invent trillion-dollar deficits, he inherited them.   
 
The day he took office, America’s economy was in free fall and the federal budget was more 
than $1 trillion in the red with more trillion-dollar deficits forecast in the years to come. 
 
We have had to take extraordinary steps to deal with the Great Recession. Even so, the 
deficit as a share of the economy has decreased every year for the last three years -- from 
10 percent of GDP in 2009 to 7 percent of GDP today. 
 
Investor’s Business Daily – is hardly a left-wing publication.  Listen to an article it ran 
recently: 
 

 “Believe it or not, the federal deficit has fallen faster over the past three years than it 
has in any such stretch since demobilization from World War II.  In fact, outside of that 
post-WWII era, the only time the deficit has fallen faster was when the economy 
relapsed in 1937, turning the Great Depression into a decade-long affair.” 

 
The article went on to say:   

 
“If U.S. history offers any guide, we are already testing the speed limits of a fiscal 
consolidation that doesn't risk backfiring.” 

 
In other words, cutting the deficit deeper or faster than we are already cutting is likely to 
hurt our economy, not help it. 
 
That doesn’t mean we can relax.  Despite the historic deficit reduction under this 
President, the federal government still has to borrow 40 cents for every dollar it spends.  
 
Staying on this same course risks grave harm to America’s long-term economic future. 
 
The election didn’t give either political party a mandate.  What voters gave both parties is 
a work order.  They told us to work together to solve this problem fairly and wisely. 
 



 
 

I have spent hundreds of hours over the last three years in rooms with Democrats and 
Republicans, poring over budget numbers and possible debt solutions. 
 
One thing I know from those discussions is that it will be a long time before I order 
another pizza. 
 
More importantly, the Simpson Bowles Commission and the Gang of 8 talks both showed 
that if Democrats and Republicans look hard enough, we can find the common ground on 
which to base a deficit reduction agreement. 
 
Both parties want more jobs and lower deficits. 
 
Both parties want America’s economy to remain the strongest in the world. 
 
Both parties -- and Americans of no political party -- want our children and grandchildren 
to inherit a future filled with prosperity and opportunity, not deficits and debts. 
 
There are three progressive principles that I believe must be part of any deficit reduction 
agreement. 
 
The first principle is:  Everyone has to pay a fair share.  And any changes to the tax code 
must make it more progressive, not less. 
 
Income inequality in the U.S. is the worst it’s been since the 1920s. 
 
Between 1980 and 2005, more than 80 percent of the total increase in Americans’ income 
went to the wealthiest 1 percent. 
 
Since the recession ended, more than 90 percent of the income growth in America has gone 
to the top 1 percent, while the median income of the middle class has actually gone down. 
 
Now there are many reasons for America’s growing income and wealth inequities, 
including globalization and advances in technology.  But a bigger cause is tax laws that 
favor the very wealthy at the expense of everyone else. 
 
Think about this:  Hedge fund managers make as much in two minutes as Navy SEALs make 
in a year. Does that sound right to you?  It doesn’t to me. 
 
I think supporting government policies that create such extreme inequalities of income and 
wealth is wrong morally.   
 
It is socially destructive.  It tears at the social compact that binds us together as Americans 
– the notion that if we work hard and follow the rules, we will be able to support our 
families and make better life for our children. 
 



 
 

It’s also just plain bad economics.  History shows us that when income and wealth 
inequality go up, economic innovation and economic growth tend to go down. 
 

A number of Republicans in Congress, including Senators Tom Coburn … Lindsay Graham ... 
Bob Corker … Mike Crapo … Saxby Chambliss … have said that increasing tax revenue must 
be part of the solution.  I give them a lot of credit for putting their oath of office ahead of 
some pledge to Grover Norquist. 
 
The second progressive principle for debt reduction is:  Don’t cut the deficit by increasing 
poverty.  
 
We must protect critical safety net programs that help the most vulnerable among us. 
 
A while back I visited a food bank in Champaign, Illinois.  I noticed a young woman who I 
thought worked there or served on the board. 
 
It turns out she is a single mom with two kids who works at a local school as a teacher’s 
aide.  She’s happy to have her teaching job, but it doesn’t pay her enough to keep food on 
the table so she relies on the food bank and food stamps. 
 
She is not alone. Today, nearly one in six Americans – and one in five children in this nation 
– lives in poverty. 
 
Every day, 50 million Americans – including 17 million children – wake up hungry and go 
to bed hungry. 
 
The people using food banks or food stamps to get by today are people you know -- your 
neighbor and co-worker.   Three-quarters are families with children.   
 
The average food stamp benefit for an individual is $134 a month – about $1.50 per meal. 
 
Paul Ryan, chairman of the House Budget Committee, says America just can’t afford what 
he calls the “relentless and unsustainable growth” in the number of Americans on food 
stamps. 
 
The budget he crafted and the House passed would cut food benefits for millions of poor 
families and create waiting lists for hungry families. 
 
Here are the facts:  Between 2007 and 2010 – during the Great Recession – unemployment 
in America more than doubled and the number of Americans relying on food stamps 
increased by 56 percent. 
 
The solution to the increase in food stamps isn’t more hungry families, it’s more jobs – with 
decent pay and benefits, so families can afford to feed themselves. 



 
 

 
We need a deficit-reduction plan that helps these families work their way out of poverty, 
not one that pushes them deeper into poverty. 
 
In 1985, America became a debtor nation for the first time since World War I.   That year, 
Congress passed the first Gramm-Rudman-Hollings deficit-reduction act.  
 
That agreement spared from automatic spending cuts such critical safety net programs as 
the earned income tax credit … Medicaid grants for states … veterans benefits … and 
nutrition programs to feed poor mothers and hungry children. 
 
Every major deficit reduction plan since then has included similar protections for the 
poorest of the poor – even when our economy was strong and growing.  But now, with our 
economy still fragile and millions of families still struggling, House Republicans want to 
renege on the commitment they made in the Budget Control Act.   
 
In order to avoid even one dollar in cuts to defense programs, they voted before the 
election to make deep, permanent cuts in food stamps, Medicaid and other critical 
programs that low-income families need to survive. 
 
Let me be clear:  Those cuts will not happen.  Before we demand greater sacrifices of those 
who can least afford it, we need to ask the wealthiest among us to pay their fair share. 
 
Our third principle is this:  Any long-term deficit reduction plan must give priority to 
productive investments that will create jobs today and strengthen our economy for the 
long haul.  I’m talking about investments in priorities such as education … infrastructure … 
clean energy … efficient health care … and high-value research. 
 
We can’t just cut our way out of this deficit or tax our way out.  We have to think our way 
out.  We have to invest and work our way out. 
 
Every couple of years the Americans Society of Civil Engineers rates America’s 
infrastructure.  Their last report card gave America’s infrastructure an overall grade of D. 
 
Our roads and drinking water systems both received D-minuses, nearly failing. 
 
A generation ago America led the world in college graduation.  Today we’re number 16. 
 
We are also number 16 in the world in broadband coverage, speed and price. 
 
In the short-term and the long-run, the best way to reduce our deficit is to get Americans 
back to work in jobs that pay well.  The way to create those jobs is by investing in our 
people and our infrastructure so that America continues to have the strongest, most 
innovative economy in the world. 
 



 
 

One place we can look for savings: for-profit colleges. We send $32 billion to for-profit 
colleges – one-quarter of all federal student aid. That would make for-profit colleges the 9th 
largest agency in our government.  
 
Some of these schools do a good job, but much of this money is simply wasted. Students 
end up deep in debt with useless degrees or no degrees at all.  
 
Instead of billions of dollars a year to failing for-profit schools, we should instead spend 
that money on productive investments such as infrastructure, medical research and 
effective worker training. 
 
We can’t continue to just cut discretionary spending.  

 
In real terms, we are already spending less on non-security discretionary programs than 
we did in Fiscal Year 2001, when the federal government ran a $128 billion surplus. 
 
The cost of security programs is up 60 percent.   
 
Department of Defense funding is up 64 percent. 
 
The cost of mandatory programs after adjusting for population growth is up 30 percent 
while revenues are down 13%. 
 
This Congress has already passed $1.5trillion in bipartisan spending cuts, including $900 
billion in cuts from programs that middle class and poor families desperately need.  
 
Non-defense discretionary spending has already shouldered an undue share of the deficit 
reduction burden.  In fact, real domestic discretionary spending is already less than it was 
in 2001, the last time we had a balanced budget. 
 
On the other hand, one full year of sequestration would only take defense spending down 
to the level it was in when we last had a balanced budget. 
 
And even we allowed sequestration of defense spending every year for nine years, defense 
spending would still be higher than Simpson-Bowles recommends. 
 
If Republicans insist on more discretionary cuts, they should know this: to bring the ratio of 
defense and non-defense cuts in line with what the Simpson Bowles commission 
recommended, 90 percent of all additional discretionary cuts will have to come from 
defense accounts. 
 
The Pentagon cannot be a sacred cow.  There are ways we can reduce defense spending 
without jeopardizing our national security or our military readiness. 
 



 
 

I grew up in East St. Louis, Illinois.  My mom was an immigrant.  My parents worked for the 
railroads.  I paid for college with hard work and government loans. 
 
I didn’t agree with all of the recommendations of the Simpson Bowles Commission but I 
voted for them, and I spent hundreds of hours working with the Gang of Six, for one 
reason:  I wanted to make sure there was someone at the negotiating table looking out for 
middle class and poor families who need help paying for college, or food, or medical care. 
 
Paul Douglas was a brilliant economist-turned-U.S. Senator who hired me as a Senate 
intern when I was in college.  Paul Simon was my closest friend in politics. 
 
They were two progressive champions who fought for economic justice and against 
wasteful government spending their entire public careers. 
 
They used to say:  “To be a liberal doesn’t mean you’re a wastrel.”  To be really humane, we 
must be thrifty. 
 
I believe that, and that is why I feel strongly that reasonable, fair deficit reduction must be a 
progressive cause. 
 
There are changes we will not make. 
 
Won’t repeal the health care law 
 
First:  We will not repeal the Affordable Care Act. 
 
Both the Congressional Budget Office and the Congress’s Joint Tax Committee estimate that 
repealing the Affordable Care Act would add $109 billion to the deficit. 
 
It would cost middle class families nearly $2,000 a year. We simply will not let that happen. 
 
Won’t repeal critical safeguards  
 
Second:  We will not allow special interests to use deficit reduction as an excuse to gut rules 
that protect America’s workers, our economy and our environment. 
 
It wasn’t too many environmental or workplace regulations that crashed America’s 
economy, it was too little oversight of Wall Street. 
 
Won’t abandon entitlement programs in the name of reform 
 
Third:  We will not abandon entitlement programs in the name of reform. 
 
But we won’t privatize Social Security and turn it over to Wall Street to run. 
 
We won’t turn Medicare into a voucher plan for the insurance companies to run. 



 
 

 
And we won’t block grant Medicaid. 
 
We have a special obligation to the nearly 68 million Americans depend on Medicaid. They 
include the poorest of the poor and elderly people in very fragile circumstances. 
 
The Paul Ryan budget, which the House passed along party lines, would … repeal the 
Affordable Care Act … block grant Medicaid … and cut Medicaid funding by 38 percent over 
10 years. 
 
Let me tell you:  That will not happen.  
 
We are not going to deny poor children life-saving medical treatment and we are not going 
to deny nursing home care to elderly people who worked hard all their lives and have spent 
all of their savings.  America is better than that. And there are better ways to reduce 
Medicaid spending. 
 
One example: the Department of Health and Human Services just granted Cook County, 
Illinois a waiver to allow low-income people who would be eligible for Medicaid under 
Obamacare in 2014, to enroll now instead of waiting. These new beneficiaries will be 
eligible for better more coordinated care. This will save the county money by reducing the 
use of expensive emergency room visits, and keep people healthier. 
 
Real reforms to strengthen entitlement programs 
 
Progressives created Social Security and Medicare and we have fought to protect them 
because we know that they are the cornerstone of financial security for middle class 
families.   
 
But it is not protection to pretend that Social Security and Medicare can continue forever 
without any changes. 
 
The truth is Social Security and Medicare have survived this long precisely because we 
have been willing in the past to make technical adjustments without sacrificing the basic 
principles or fundamental soundness of these essential programs. 
 
Progressives should be willing to talk about ways to ensure the long-term viability of Social 
Security, Medicare and Medicaid, but those conversations should not be part of a plan to 
avert the fiscal cliff. 
 
Putting the discussions off indefinitely makes our choices harder; our success less likely; 
and negative effects on current beneficiaries a near certainty. 
Social Security 
 



 
 

In January 1983 I was a newly elected Congressman representing a Republican district.  My 
first day on the job I was told:  In six months, Social Security will be broke.  
 
Instead, four months later, Congress passed a series of modest, bipartisan changes that 
added decades of solvency to Social Security.  That was 30 years ago. 
 
Social Security doesn’t add a penny to the deficit.   Untouched, it will make every promised 
payments for the next 21 years. That’s why any conversation about Social Security should 
be had outside the confines of deficit reduction.  
 
But if we are honest, we should start making small changes today that will add years of 
solvency to both programs down the road. 
 
A new Social Security commission 
 
I believe we need a new bipartisan commission to recommend a plan to keep Social 
Security solvent for the next 75 years. 
 
The commission should have a reasonable amount of time – eight months to a year – to 
present a plan to Congress. 
 
Congress should vote on the commission’s plan and any other bipartisan plan that makes 
Social Security solvent for 75 years. Whatever plans wins the most votes – beyond the 60 
votes you need to pass anything of significance in the Senate – is the plan that ought to 
move forward. 
 
Every day, 10,000 Americans retire and become eligible for Medicare.  In 12 years, 
Medicare’s hospital insurance fund will start paying out more in benefits than it takes in.   
 
If we simply stand by and say “don’t touch Medicare in any way, for any reason, ever” we 
are inviting a crisis that opponents can exploit to eviscerate Medicare or even to end it. 
 
We must accept meaningful reforms that lead to better health care at lower costs - not just 
for our public health programs, but for our entire health care system. 
 
The Affordable Care Act moves us in the right direction; it lowers the deficit and adds 8 
years of solvency to Medicare.   
 
CAP has offered other good ideas. 
 
Some examples: We can negotiate better prices for Medicaid prescription drugs and save 
$130 billion. 
 
We can increase the use of effective generic drugs across Medicare and Medicaid to save at 
least $4 billion.  
 



 
 

We can expand competitive bidding for durable medical equipment to make the 
marketplace work to drive innovation in health care. That’s another $10 billion in savings. 
 
More can be done to make Medicare more progressive, by ensuring the wealthiest 
beneficiaries, who can pay more, do so. This will save Medicare for those who need it most 
and will save us tens of billions of dollars.   
 
And finally, expand payment reforms in Obamacare. Doctors should be paid for the quality 
of the service not the quantity of the tests they order. This will incentivize better care and 
lower costs, and we have already seen the results in pilot programs across the country.  
 
For example: by negotiating a fixed prices for certain procedures, orthopedists in one San 
Antonio hospital system have shown you can get better quality care at lower cost. 
 
Refusing to consider any changes isn’t protecting Medicare, it is putting Medicare at risk. 
 
I was a second-term Congressman when I voted for the first Gramm Rudman Hollings Act 
in 1985. 
 
I voted for that plan not because I agreed with every idea in it, but because I believed that 
the cost of inaction was too great and would fall hardest on the people who could least 
afford it. 
 
Since then, I’ve voted for more than half a dozen deficit reduction plans and thousands of 
laws. One thing I know for sure is that there has only ever been one perfect law and it was 
carried down a mountain on stone tablets by Senator Moses.  All other laws are 
compromises; the best are honest and honorable compromises. 
 
Congress has less than a month to find such a compromise so that we can avoid the looming 
fiscal cliff and keep our economy growing.  
 
I believe we can meet that deadline and we can then build on that success to reach a deficit 
reduction agreement that protects the middle class and the most vulnerable and promotes 
economic growth for everyone. 
 
That is the progressive Gospel of Saints Paul, and I’m sticking to it. 
 
Thanks again to CAP and CAP Action Fund.  Now, if you have any questions, I will be happy 
to try to answer them. 
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