
 
 

 

November 11, 2013 

 

Dear Member of Congress, 

 

The recent government shutdown and near-collision with the nation’s debt limit were 

terrible things to happen to a weak, stumbling economy.  They interrupted and reduced 

economic activity, and eroded already scarce business confidence.  The impending 

potential reoccurrence of these unfortunate events early next year only extends this 

economic anxiety.  The budget negotiators in the Congress must find a better way, and 

must restore certainty and confidence for both businesses and consumers. 

 

The Committee for Economic Development (CED) has polled its membership and found 

that they predict reduced or cancelled investment projects and lower economic growth 

and job creation because of the uncertain condition of our nation’s fiscal health, the 

government shutdown, and potential U.S. government default. 

 

To provide economic certainty and increase growth, the CED urges you to resolve the 

fiscal year 2014 budget deadlock and set the federal government on a path toward long-

term fiscal responsibility and sustainability, to provide economic certainty and restore 

growth.  Toward these ends, we recommend two steps, which taken together should gain 

the support of a majority of both chambers of the Congress. 

 

First, remove the sequester of appropriations for fiscal 2014 and subsequent years, both 

defense and nondefense.  The statutory caps imposed two years ago were the Congress’s 

intended levels of spending, and achieve the full amount of discretionary spending 

restraint recommended by bipartisan expert panels.  At the same time, increase the debt 

limit to provide assurance to the credit markets. 

 

And second, begin work now to write into law dollar amounts of savings to be obtained 

starting in fiscal year 2016 in the parts of the budget other than the annual appropriations 

– what we call “Savego.”  These savings must be sufficient to turn around the projected 

public debt (relative to the gross domestic product) to an agreed-upon sustainable 

downward path.  It is essential that our nation’s businesses and consumers know that our 

long-term fiscal challenges finally are being resolutely and adequately addressed. 

 

These two simple steps (explained in detail in the attachment to this letter) would end the 

near-term economic uncertainty and would codify the fundamental long-term point on 

which all parties to this debate should agree: that whatever the chosen means to assure it, 

the public debt must be limited relative to the size of the economy and ultimately must 

grow more slowly than the collective income that is available to service it. 



 

Members of CED’s Board of Trustees would welcome the opportunity to discuss this 

approach with you at your earliest convenience. 

 

Sincerely 

 

     
Steve Odland       Joseph J. Minarik 

Chief Executive Officer    Senior Vice President and Director of Research 

Committee for Economic Development  Committee for Economic Development 

 

 

 

 

 

ENCLOSURE



Committee for Economic Development (CED) 

DEBT CONTROL FRAMEWORK 

“SAVEGO” 

 

I. Tackling Both the Debt and Economic Growth 

II. CED’s Proposed Debt Control Framework 

III. Why This Framework? 

 

I. Tackling Both the Debt and Economic Growth: 

The Nation’s Public Debt Burden Cannot Grow Without Limit 

 

The nation faces two seemingly contradictory economic and fiscal challenges.  Different 

groups spout truisms as to why policy makers should address only one or the other.  The 

unfortunate reality is that we must face both. 

 

In the near term, we have an economic growth challenge.  It follows from the lingering 

damage from the financial crisis.  It is exacerbated by cuts in federal appropriated 

spending.  It is compounded by reduced business spending because of uncertainty and a 

lack of confidence that we inflicted upon ourselves through a shutdown of the 

government and a near-collision with our statutory debt limit. 

 

But the nation also faces a long-term challenge from excessive public debt.  Left 

unchecked, the debt will sooner or later exceed our perceived ability or willingness to 

service it.  When that hour arrives, the cost for all Americans will be severe. 

 

Without economic growth, we will not have the wherewithal to solve our budget 

problem.  But so long as we ignore our budget problem, we will not have the policy 

certainty and stability needed to enable growth and reach our economy’s potential. A 

recent poll of CED Trustees shows that 84% believe business investment would increase 

(with 36% citing a significant increase) if there were clarity around long-term federal tax 

and entitlement policy. 

 

The Committee for Economic Development (CED) recommends a strategy to meet both 

challenges.  Immediately, this strategy resolves the economic and financial uncertainty 

that lingers because of the threat of repeated government shutdown and debt-limit crises.  

For the longer term, it establishes a clear path toward fiscal responsibility and sound 

national priorities. 

 

This approach is based on one fundamental premise that we believe should be self-

evident to all parties in the fiscal debate:  The nation’s public debt burden cannot grow 

without limit.  There is a maximum safe level of debt (relative to the income – that is, the 

gross domestic product, or GDP – out of which that debt must be serviced) which the 

nation must not exceed, and prudentially should not even approach.  If our elected 

policymakers in the Congress merely can reach a compromise on a limiting path of the 

size of the public debt burden, along with a framework for tackling the substance of 

budget reform in the coming months, it will provide a firm platform for economic growth. 



 

 

II. CED’s Proposed Debt Control Framework 

 

The nation needs a budget.  It needs a budget because it needs economic growth.  It needs 

economic growth because, beyond our fundamental goal of prosperity for the American 

people, we will not solve our potentially disastrous long-term public debt problem 

without growth. 

 

The federal government is the largest single economic actor in the United States.  As long 

as the basic economic policy of the federal government is unpredictable and subject to 

lurching change in frequent periodic crises, the U.S. private sector cannot plan, and 

cannot make long-term commitments to invest and hire.  The business community faces 

enough instability from the legacy damage of the financial crisis.  Our elected 

policymakers should not create further instability by creating new potential crises over 

budgetary decisions that are totally subject to their control. 

 

It is time to address the problem, but one month into the new fiscal year, we already are 

far behind the curve.  Accordingly, CED proposes a framework that is built on the 

decisions that can and must be made now, but that sets aside the challenging 

compromises that can best be made later.  Crucially, however, this framework both 

supports near-term economic growth and provides the certainty needed to support 

economic growth continuing into the coming years. 

 

The two fundamental steps that build our framework are: 

 

1. Step one:  Repeal the sequester, both defense and nondefense.  At the same 

time, increase the debt limit to provide assurance that the nation will pay its 

bills. 

 

2. Step two:  Enact long-term savings targets – what we call “Savego” – in 

dollar amounts to be obtained in the parts of the budget other than the annual 

appropriations.  These savings must be sufficient to turn around the projected 

public debt (relative to the gross domestic product) to an agreed-upon 

downward path. 

 

Step one: Repeal the sequester   
 

CED’s Trustees believe that the Congress should repeal the sequester, for fiscal 2014 and 

subsequent years. 

 

We foresee two arguments about this recommendation. 

 

First, some will argue that the sequester should be repealed, but only for defense.  Some 

will argue that the sequester should be repealed, but only for nondefense programs.  But 

many will argue that the sequester should be lifted for both. 



 

We believe that the sequester must be repealed for both parts of the budget, for very 

pragmatic reasons.  We are now already one full month into the fiscal year, less than one 

month away from the holiday season, and barely two months away from the deadline for 

the imposition of the sequester.  If the Congress at this late hour begins a full-throated 

argument over the division of spending between defense and nondefense programs, it 

most likely will not resolve that argument, and might well blunder its way back into a 

counterproductive government shutdown – and worse, another debt-ceiling crisis.  

Furthermore, the budget caps from which the sequester would cut already constitute the 

level of spending that the Congress intended as of the enactment of the Budget Control 

Act of 2011. 

 

A second argument against simply repealing the sequester would hold that any increase 

in spending should be offset by other spending cuts, or increases in taxes, or both.  Again, 

we note that the spending caps even without the sequester already were intended to be the 

reduced levels to attain deficit reduction, and so it is not clear why appropriating at those 

levels should require budgetary offsets.  The sequester was intended to be an action-

forcing event, but it forced no action.  Furthermore, one of the strongest arguments 

against the sequester is that it would reduce economic activity in the context of the 

lingering slowdown.  And finally, in our step two, we do recommend other budget 

changes to reduce the deficit and debt – but no purely symbolic cuts to claim that 

repealing the sequester is “paid for.”  Rather, we recommend a long-term framework to 

reach the true, substantive target of turning the growth of the nation’s public debt burden 

around.  Which takes us to... 

 

Step two: Enact Long-term savings targets, or “Savego.”  Even with the sequester, the 

U.S. debt is projected to grow faster than the economy. This is troubling, as debt breeds 

interest costs, which breed budget deficits, which breeds additional debt in a never-

ending vicious cycle – which will be compounded by the certain increase in interest rates 

when the economy recovers.  The annually appropriated part of the budget already has 

been cut – and in fact, the amounts of spending already are determined in law by the 

spending caps, either with or without the sequester.   

 

Virtually every Member of Congress would agree that the debt burden must be kept 

below some upper limit, even though they would not be able to agree by December 15 on 

what should be done to remain below that limit over the budget forecast horizon. 

 

CED therefore recommends that the Congress pursue a consensus on a maximum safe 

path for the debt burden over the 10-year budget window.  In the near term, because of 

the temporary improvement of the deficit, the debt-to-GDP ratio already is projected to 

decline through 2018, reaching in that year a decade minimum of 68.4 percent.  This is a 

clear improvement from the 2012 level of 70.1 percent and the projected 2014 level of 

73.6 percent.  We recommend that the Congress take advantage of that temporary decline 

and act as soon as possible to put in place non-appropriated budget savings.  The savings 

should be timed to the expected condition of the economy – given the current tepid 

outlook, beginning in  2016, reaching 65 percent (and falling) by the end of the current 



10-year budget horizon in 2023 – with a target level of the debt burden at 60 percent 

within the next decade.  By our calculation, a deficit-reduction program that began with 

slightly over $100 billion of savings in 2016 (and whose savings grew over the 

succeeding years in a pattern similar to those of past deficit-reduction laws) would 

achieve this goal. 

 

We recommend that the Congress choose a maximum acceptable debt-burden path on the 

order to that which we suggest above, and then require in law in subsequent years the 

dollar amounts of year-by-year non-appropriated budget savings that would meet those 

debt-burden goals, based on current budget projections. 

 

We recommend that the Congress write a total amount of budget savings in the law.  

However, we do not recommend that the Congress attempt at this time to divide those 

savings between entitlement spending cuts and tax revenue increases.  We do not 

recommend that the Congress require any “fail-safe” device (such as the current spending 

sequester) for the event of failure to achieve the target savings.  We do strongly 

recommend that Congress follow through with the needed reforms promptly to have the 

maximum favorable impact on confidence and growth. 

 

We call this framework “Savego” because it is modeled on the successful “Paygo” 

system that was created on a bipartisan basis by Republican President George H.W. Bush 

and the Democratic congressional leadership in 1990, and then re-enacted in 1993 and 

1997.  Under Paygo, the budget moved from the then-worst deficits in history to the 

largest budget surpluses in history, and the first budget surpluses in almost 30 years.  

Paygo required that the Congress “pay for” all budget changes in entitlement programs 

and taxes – that is, that any budget changes be a net zero.  Because the budget situation 

today is far worse, however, Savego must go farther.  It requires that budget changes in 

entitlement programs and taxes achieve a net savings, not just a net zero effect on the 

deficit. 

 

III. Why This Framework? 

 

Why would Congress agree to this idea?  There is no approach to the current budget 

problem that can guarantee political success.  But with no guarantee, this framework at 

least has the advantage of being built on two steps that we believe would have majority 

support: (1) repeal the sequester and (2) limit the debt burden to a maximum downward 

path.  Apart from the substantive arguments of economic growth, national security and 

investment in infrastructure, education and knowledge, the Congress has been unable to 

pass appropriations bills with the sequester.  And what Member of Congress would argue 

that the debt burden, relative to the size of the economy, should not be on a downward 

path from its current near-record levels?  And who could justify allowing the debt burden 

to explode if he or she could not have precisely his or her first choice of a deficit-

reduction program? 

 

Why not achieve deficit reduction immediately?  There is immediate deficit reduction in 

the current appropriations caps.  But beyond those savings, our goal is to give the 



economic recovery time to solidify.  The Congressional Budget Office currently projects 

that by 2016 the economy will have grown sufficiently for the Federal Reserve to begin 

to increase its policy interest rate (the Federal Funds rate).  Not only would that timing 

indicate that the recovery would be stronger by 2016, it also would suggest that the Fed 

could tune the timing of its interest rate increases to allow for the restrictive fiscal-policy 

effects of our recommended deficit reduction. 

 

Then why not just wait to reduce the deficit until the economy already has improved?  

Because then the actual deficit reduction would be too late.  Once the economy has begun 

to strengthen, interest rates will begin to rise, perhaps quickly.  If the Congress only 

begins to act at that point, it will most likely be behind the curve. 

 

Why not trigger deficit reduction based on some index of actual economic indicators?  

Because the world always is more complicated than a single economic indicator, or even 

a combination of indicators.  For example, most economists agree today that the 

unemployment rate is misleading because the weak labor market has discouraged job 

seekers to the point where they stop looking for work, and therefore are not counted as 

unemployed.  In this extraordinary economy, there is no substitute for real-time judgment. 

 

But what if the economy does not improve on your schedule?  Then the Congress will 

have to act accordingly, and alter policy.  There always are some surprises in the 

economy.  Failing to act will not lead to predictability.  In fact, given the wide agreement 

that the federal budget is not sustainable, acting to put it back on track would be an 

important source of stability for the economy. 

 

Why do you recommend the precise goals that you chose?  We present an example of 

budget savings goals and a debt path that we believe would be prudent, but we by no 

means insist that ours is the only choice.  It is more important that the Congress act than 

that it choose any particular goal 

 

Why do you recommend that the budget savings targets be set in dollar terms?  What if 

the economy does not match your forecast, and so the dollar targets prove wrong?  

Experience has shown that the Congress needs a clear and known target (such as the 

fixed targets in the 1990 “pay-as-you-go” rules, which yielded the balanced budgets at 

the end of that decade).  Moving targets can lead to frustration or complacency.  For 

example, the Congress lost interest in complying when the Gramm-Rudman goalposts in 

the 1980s kept moving further away.  The Congress needs to know the savings that it will 

be required to achieve with certainty, and then to set about that goal. 

 

What if the Congress falls short of its target savings?  We propose multi-year targets.  If 

the Congress fails to achieve all of the later-year target savings in its first year, it will be 

able to come back and finish the job in subsequent years.  It is perfectly satisfactory to 

achieve the savings over several years and several pieces of legislation, rather than all at 

once and up front. 

 



Won’t the budget savings actually turn out to be all tax increases  or all entitlement 

spending cuts?  The budget savings will be what the Congress can enact.  Right now, we 

have a divided Congress.  A law that passes will be acceptable to both sides, and 

therefore, it will be a compromise, and both sides will get something they want, as well 

as giving something up.  The alternative is to fail to act, and to allow the debt burden to 

continue to grow.  Each party could wait in the hope that it will take over all branches of 

government, but that might never happen; alternatively, the other party might take total 

control.  It makes sense to try to solve the problem sooner rather than later, and on a 

bipartisan basis. 

 

Why do you propose no failsafe device to reduce the deficit if the Congress does not?  

Some people might think that they can guarantee hitting a deficit target with a failsafe 

device, like the sequester.  The reality is that there can be no guarantee.  If the Congress 

were to insist on a failsafe, then we would recommend one with no exclusions whatever.  

We would include across-the-board cuts of Social Security benefits, Medicare 

reimbursements, unemployment compensation benefits, and an equal percentage across-

the-board increase in all taxes, excluding only those few items (like existing contractual 

commitments) that absolutely could not be cut.  However, based on the difficulties of the 

sequester and the already unacceptable level of the public debt burden, we believe that 

the Congress and the President should commit to budget savings targets written into law 

that achieve a maximum path for the debt burden. 


