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2013 Debt is $900 billion… 

• That’s down from $1.3 trillion or so a few 
years back; 

• So, is the deficit “basically solved” as Paul 
Krugman says or even “falling too fast” as 
Rep. Jerrold Nadler has said? 

• Not by a long-shot. The reduced size of the 
annual deficit is only temporary. Budget 
deficits are set to skyrocket due to entitlement 
spending.   



Deficit v. Debt 

• Deficits are accrued on an annual basis; they 
are the difference between revenues and 
spending; 

• Debts are the accumulation of annual deficits 
(and surpluses); 

• The federal debt continues to rise at a rapid 
pace (and shows no signs of reversing) 



 



• Research by economists Kenneth Rogoff and 
Carmen Reinhart economic growth tends to 
fall as debt rises above about 90 percent of 
GDP; 



 





 



 



 



 



We have been “stimulating” the 
economy since at least 2001 

• Bill Clinton leaves office in January 2000, 
unemployment rate is 4.2% and the federal 
government spends 1.8 trillion or 18.2% of GDP; 

• Obama’s 2013 budget is $3.8 trillion, unemployment 
rate hovers near 8.0% and the federal government 
spends more than 24% of GDP; 

• Where’s the multiplier? 
• Government multiplier above 1.0 is exceedingly rare. 



 



 
 
 
 
 
 

Obama 2013: we don’t have a spending problem 
(we have a health care problem) 



 



 



 



 



Social Security 

 



SSDI Increases Dependency/Reduces 
Work Force 



• In a 2006 analysis by economists David 
Autor and Mark Duggan for the National 
Bureau of Economic Research, the authors 
state that “the most significant factor in the 
growth of SSDI usage had been the loosening 
of the SSDI screening process.”  

http://en.wikipedia.org/w/index.php?title=David_Autor&action=edit&redlink=1
http://en.wikipedia.org/w/index.php?title=David_Autor&action=edit&redlink=1
http://en.wikipedia.org/w/index.php?title=Mark_Duggan_(economist)&action=edit&redlink=1
http://en.wikipedia.org/wiki/National_Bureau_of_Economic_Research
http://en.wikipedia.org/wiki/National_Bureau_of_Economic_Research


 If you invested $100 in 1965 at Social 
Security’s rate of return, today you would have 
$254.91. But if you invested that $100 in the 
market, today, even with the current down 
market, you would have $4,135.92. 
 



Military Spending 





 



Entitlements must be reformed 



How to Balance Budget and Stimulate 
Economy 

Annual Deficit = $1 trillion; 
Department of Education -$94 billion; 
Agriculture Subsidies -$30 billion; 
Housing Urban Dev. -$53 billion; 
War on Drugs -$47 billion; 
Return DoD to 2001 levels -$350 billion for total 

savings of $574 billion; 
Reform Medicare, Medicaid, & Social Security to fill in 

the gap (plenty of other cost reductions); 





Even CBO Agrees… 
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