
BOWLES & SIMPSON: 
“A BIPARTISAN PATH FORWARD TO SECURING OUR NATION’S FUTURE” 
 
 
The “Moment of Truth” project, which is the successor to the Erskine Bowles- and Alan 
Simpson-chaired National Commission on Fiscal Responsibility and Reform, has 
released a revised version of its budget plan.  The new plan has received a predictably 
wide range of reviews, extending from praise to yawns to criticism.  Because of CED’s 
interest in these issues, it is worth a look. 
 
To provide some background:  In Washington, there is “turf,” and there is “grass:” turf, 
as in “That’s my turf;” and grass, as in “Don’t you tell me to cut my grass.”  Usually, the 
Congress sees the budget as its turf, and is highly possessive of it.  However, for some, 
the budget grass has been looking very tall, and awfully difficult to cut. 
 
The original conception of the Bowles-Simpson commission was that the Congress 
would give up its hard-to-mow grass.  The notion was to create a commission by law, 
with members appointed on a bipartisan basis.  If the commission could achieve 
supermajority approval by a margin so great that it necessarily required significant 
bipartisan agreement, the law would require the Congress to draft the agreement in 
statutory language and bring it to a vote in both chambers.  However, after President 
Obama embraced the concept, the legislation to create the commission was voted down in 
the Senate – effectively by “no” votes from some of its original co-sponsors. 
 
Therefore, the commission had to be created by executive order.  For the many who have 
not been around this tree before, the fundamental difference between a congressional 
commission and a presidential commission is that the Congress writes the laws and 
controls the purse strings.  Thus, whereas the originally conceived statutory commission 
would have been backed up by a legal requirement that any agreement it reached would 
be brought to a vote, the ultimate presidential commission had only a “gentlemen’s 
agreement” (including then-House Speaker Nancy Pelosi) to that effect.  Similarly, a 
president cannot appropriate funds, but merely scrounge for them among his various 
departments and agencies (which are unlikely to admit to having money to spare).  With 
virtually no budget, the presidential commission could not hire a full professional staff, 
but rather had to rely on volunteered labor. 
 
The Bowles-Simpson commission began its work in April of 2010.  Before the November 
2010 election, with 12 of its 18 members serving in the Congress and most up for re-
election, the commission made no decisions and engaged in only the most cautious 
conversation.  Many of the Members of Congress were afraid to venture any opinion, lest 
it harm their own or their colleagues’ election campaigns.  The Members of Congress’s 
own staffs who joined in the commission’s work were even more frightened; saying 
something that would harm your boss’s reelection campaign ranks right up there with 
contraction of a dread disease among things that Hill staff would prefer not even to 
contemplate. 
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Then, immediately after the November 2010 election, Bowles and Simpson decided that 
it was time to move.  They put forward their own proposal – a kind of chairmen’s mark, 
with no input from the commission membership.  Several of the members then went to 
Bowles and Simpson with specific requests for alterations; Bowles and Simpson obliged 
them, and the result was the original Bowles-Simpson plan. 
 
Those close to the process say that the original Bowles-Simpson plan never went to a 
formal vote.  Because all of the commission members let their preferences be known, it 
was clear that the plan would not receive the required 14 affirmative votes out of 18 
members to trigger the “gentlemen’s agreement” for a floor vote in the Congress.  It did, 
however, garner approval by 11 of the 18 members, which symbolically exceed the 60 
percent that is needed to break a filibuster in the Senate.  Ironically, the “no” “votes” 
included two of the congressional players now pushing hardest for at least some budget 
or tax action:  Senate Finance Committee Chair Max Baucus (D-MT), and House Budget 
Committee Chair and former vice-presidential candidate Paul Ryan (R-WI). 
 
Because the commission recommendations did not reach the required supermajority 
approval, they did not need to be drafted into full legislative language.  As a result, they 
remained less than fully articulated to the normal statutory standards.  There were stories 
of an attempt to draft legislative language for the recommendations last year, by some 
who thought or hoped that the Congress would attempt to act in some instant of 
opportunity either before or after the 2012 elections – perhaps in response to the threat of 
the “fiscal cliff” – and would be predisposed toward policies for which legislation 
language existed.  But that hope proved to be a mirage, and beyond that, those with 
experience know well that legislative drafting is not a skill that can be acquired with a 
CliffsNotes scale of training.  It either is done for real by the pros in the House or Senate 
Legislative Counsel, or it should not be attempted at all.  So the calls of some that the 
Congress should “just enact Bowles-Simpson” are a little like someone handing an 
impressionistic watercolor of a house to a builder and telling him or her to just build it.  It 
skips a few important steps.  And finally, no Member of Congress will vote for a policy 
that he or she does not like merely because it has been drafted in legislative language. 
 
If you ask the old hands in Washington, they will tell you that the major expected payoff 
of the Bowles-Simpson report – and of the Domenici-Rivlin Bipartisan Policy Center 
Debt Reduction Task Force report, and of the “Choosing the Nation’s Fiscal Future” 
report of the National Research Council and the National Academy of Public 
Administration, and all of the other past efforts – was merely to demonstrate that a paper 
solution could be found.  Such reports give some idea of the level of pain that is involved, 
and hopefully brace the wills of Washington’s elected policymakers to take their own 
decisions.  It is a proof of a possibility theorem.  If such a report could go one or two 
steps further, and perhaps come up with a really creative policy idea or somehow provide 
some inspiration, that would be gravy – but unexpected gravy, to be sure. 
 
By that standard, the original Bowles-Simpson report held its serve.  It showed the order 
of magnitude of the steps that would be needed, and so dispelled the misconceptions of 
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any who previously thought that solving our nation’s debt problem was going to be easy.  
And Bowles and Simpson themselves became a kind of collective cultural icon. 
 
But the Bowles-Simpson report did not change the game.  (Of course, neither did the 
other two roughly contemporaneous reports, or any of their predecessors.)  For all of its 
bipartisan labeling, partisans on both sides remained opposed to the Bowles-Simpson 
proposal in particular and to compromise in general.  (The opposition of Chairmen 
Baucus and Ryan, self-described supporters of fiscal responsibility and tax reform, is 
perhaps most telling on this point.) 
 
What Bowles and Simpson did in their initial report was essentially to produce a 
cookbook.  They took the periodic Congressional Budget Office volume, Reducing the 
Deficit: Spending and Revenue Options – which is itself like a supermarket’s inventory 
listing – and chose from among the available items to build a recipe.  (To be sure, Bowles 
and Simpson have gone to additional sources of ideas as well.)  This is not intended to be 
a put-down.  At some level, one could describe all of the similar reports in the same 
terms.  But I will point out a few ways in which the Domenici-Rivlin Debt Reduction 
Task Force report of the Bipartisan Policy Center provided either more-creative policy 
recommendations or deeper background analysis. 
 
Since the initial Bowles-Simpson release, of course, some things have changed.  The 
upper-income portion of the 2001 and 2003 tax cuts has expired.  Discretionary spending 
(the annual agency appropriations) has been capped, and the automatic spending 
sequester has cut discretionary spending still further. 
 
In light of these policy actions, the new Bowles-Simpson report is like a recipe that is 
revised because the supermarket’s offerings have been changed.  The recipe remains 
essentially the same.  Its first version contained what arguably was a healthy balance 
among the four food groups: budget savings in domestic appropriations; defense 
appropriations; entitlement spending; and revenues (although some disagreed, and 
wanted more from one group and less from another).  Among the biggest changes, per the 
developments subsequent to their initial version, was the transfer of some of the 
ingredients of the main course to the first course (which as of now already has been 
served). 
 
The changes made in the new version will not change anyone’s opinion of Bowles-
Simpson.  If you liked the old one, you will like the new one.  If you had reservations 
before, you will not be reassured. 
 
As you know, CED is a partner of the Fix the Debt coalition.  We support the Bowles-
Simpson proposal, and if we could have the details filled in and see it enacted into law, 
we would do so in a heartbeat.  However, our own policy recommendations are 
somewhat different; and if we could write our own law, it would differ from Bowles-
Simpson in several non-trivial ways. 
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The major deficit-reduction actions taken since the creation of the Bowles-Simpson 
commission – that is, from 2010 through the present – have been substantial reductions in 
domestic and defense discretionary spending that have essentially achieved (or over-
achieved, if you include the “sequester”) the original Bowles-Simpson (and Domenici-
Rivlin) target savings.  I have explained to you before why I believe that it would be a 
mistake to assume still more discretionary spending savings in future years.  To 
summarize, the statutory caps – even without the sequester – already take discretionary 
spending far below its minimum historical values relative to the GDP or the size of the 
population.  It is far from clear that the Congress will be able to comply with the existing 
caps.  Assuming that the Congress can achieve still further cuts may prove merely to 
understate the savings and additional revenues needed elsewhere in the budget.  Although 
Bowles and Simpson would remove the $1.2 trillion spending sequester, they assume 
$385 billion in further discretionary savings on top of the already rigorous spending caps 
– which, taking account of the entitlement and debt-service savings in the sequester, is 
about half of the discretionary sequester itself. 
 
CED has not issued its own numerical recommendations for discretionary spending; 
however, we participated in the deliberations of the Domenici-Rivlin Debt Reduction 
Task Force, and endorsed its recommendations in principle.  The latest version of 
Domenici-Rivlin assumes no further discretionary cuts. 
 
Bowles and Simpson’s additional proposed discretionary spending reductions would 
include further cuts in defense spending.  This is one of the areas where the “cookbook” 
approach of the Bowles-Simpson report is most evident.  As Brookings defense analyst 
Michael O’Hanlon put it in a recent column in the Washington Post, “But continued 
sequestration or reductions of comparable magnitude such as those resulting from the 
Simpson-Bowles proposals go too far. Such plans tend to make sweeping claims that, 
because defense spending remains reasonably high by historic and international 
standards, it can be cut much further. This reasoning is too vague for a world in which 
crises continue throughout the broader Middle East, U.S. forces remain engaged in 
Afghanistan, North Korea continues to nuclearize, and China continues its rise... [B]udget 
dealmakers need to stop treating defense funds like chips in a deficit-reduction poker 
game.” 
 
The Domenici-Rivlin report, in contrast to Bowles-Simpson, presented a systematic and 
comprehensive analysis of the correspondence between missions and its proposed 
spending levels.  Not every defense analyst would agree with where Domenici and Rivlin 
came down – indeed, hawkish observers say that Domenici-Rivlin cuts too far – but at 
least such analysis makes it possible for policymakers to consider in a thoughtful way 
what the tradeoffs between mission capabilities and spending reductions really are. 
 
On discretionary spending, Bowles and Simpson are quite possibly reacting to the 
awkward political reality.  As noted above, the Congress may already have squeezed the 
discretionary spending turnip bone dry (or beyond).  However, there will be pressure to 
produce further cuts in spending, even though the job in the discretionary budget already 
is done (whereas, of course, it has not even been begun with respect to entitlements).  The 



 5 

notion that there might be a limit has not yet sunk in.  So Bowles and Simpson may be 
doing what they think they must do to be credible with a significant segment of the 
political spectrum.  This may be so.  But instead, they might be counting phantom 
discretionary savings, with the counterproductive result that they underestimate the need 
for savings from health care and revenues. 
 
The third major (food group or) category of savings is entitlements – most importantly 
health care, as CED Trustees are well aware.  If we cannot achieve truly transformative 
change, the growth of costs compounded by the burgeoning numbers of elderly will send 
the debt well beyond any manageable bounds. 
 
Here, most CED Trustees will be at least a little disappointed by Bowles-Simpson.  Back 
in 2007, CED recommended a fundamental transformation of the healthcare system, 
including Medicare, based on consumer choice among competing health-insurance plans.  
The Bipartisan Policy Center Domenici-Rivlin Task Force adapted that approach to the 
post-ACA world using a phaseout of the tax preference for employer-provided health 
insurance to move working-age households into the exchange system, and again creating 
a similar system for Medicare.  In contrast, Bowles and Simpson follow the cookbook 
approach and offer more than a dozen of what we might consider regulatory, micro-
management directions for the current Medicare program. 
 
The Bowles-Simpson Medicare recipe includes all of the finest ingredients they can find 
on the shelves.  However, it falls short of the simplicity and effectiveness of a system 
driven by cost-conscious consumer choice.  In CED’s model, care providers – driven by 
consumers’ cost-conscious choices – use every conceivable tool to its utmost to achieve 
the best care at prices that beneficiaries will be willing to pay (with the low-cost plan 
available at zero out-of-pocket cost).  In contrast, the Bowles-Simpson approach provides 
carrot or stick incentives for providers to achieve a long list of government-determined 
standards (which list may or may not be exhaustive, or even correct) by just the degree 
needed to pocket the carrot or dodge the stick (but without necessarily “bending the cost 
curve”).  As an example, Bowles and Simpson feature an initiative to penalize hospitals 
for readmissions of patients.  There already have been news articles about hospitals 
finding ways to game similar incentives in current law (including by simply keeping the 
patient in the hospital longer in the first place).  Thus, hospitals have every incentive to 
avoid the penalty without really improving their performance.  Bowles and Simpson 
might respond that such problems can be avoided by modifying the standards and 
penalties.  But that merely reinforces the main point:  This regulatory approach leads to 
an endless back-and-forth over form, whereas a market-driven system focuses on the 
substance – which is true bottom-line performance. 
 
Bowles and Simpson might also respond that the CED market-driven approach has 
limited political prospects.  But the outlook for a detailed regulatory approach is not 
necessarily much better.  At some point, it might be imperative to try to push policy 
toward the right outcome, rather than settling for the quarter-loaf that will not suffice. 
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On topic B in the entitlement debate, Social Security, Bowles and Simpson recommend a 
potentially positive idea of Senator Dick Durbin (D-IL).  Senator Durbin would convene 
a commission along the lines of the successful 1982 “Greenspan Commission” (or 
perhaps the Bowles-Simpson commission itself, whose endgame was not quite as happy).  
As individual policy ideas in an “illustrative plan,” Bowles and Simpson pull out the 
usual suspects – Social Security reform has been analyzed up, down and sideways for 
years – but still I would quibble a bit. 
 
Ostensibly, the Fix the Debt coalition does not make specific policy recommendations.  
In practice, they have become closely identified with the “chained CPI” proposal.  The 
chained CPI increases more slowly than the index now used to keep Social Security 
benefits in step with inflation, and so would slowly reduce benefits over long periods of 
time.  (The chained CPI increases more slowly because it takes account of the ability of 
consumers to shift their purchases away from the goods or services that increase most 
rapidly in price.)  There has been an intense popular reaction against the chained CPI 
proposal, mostly on the left (because of its effect on benefits) but even to some extent on 
the right (because it would be used for indexing tax-rate brackets and exemptions as 
well).  This has made life more difficult for those who want to take on the budget 
problem.  There is no easy way to avoid this controversy; the Domenici-Rivlin plan 
includes the same proposal.  But the recent singular focus on this idea has not been 
helpful. 
 
A second issue is the “retirement age.”  Social Security actually has two retirement ages: 
the “earliest eligibility age” (EEA) of 62, at which people first can begin to collect 
benefits at a reduced level; and the “normal retirement age” (NRA), which is the usual 
benchmark, and used to be 65, now is 66, and will increase gradually to 67 years under 
current law.  Bowles and Simpson in their illustrative plan (though they would appoint 
their commission to make the choices) would further increase the normal retirement age, 
and even would increase the earliest eligibility age, both by one month every two years.  
They would go still farther and increase the eligibility age for Medicare. 
 
So much has been made of the demographic push on Social Security that some have 
come to believe that one would not have addressed the problem at all without increasing 
the retirement age.  It has become a cliché to say that people are living longer, and so 
they must be able to work longer.  In fact, however, increasing even the NRA, and 
especially the EEA, is quite controversial.  Many people who do physical work rely on 
the option of early retirement, and their benefits are reduced in an actuarially neutral way 
if they do.  In economic downturns, of which we just experienced a doozy, older people 
who lose their jobs and cannot find work in part because of their ages can need to turn to 
early retirement as their only viable option. 
 
In the Domenici-Rivlin Task Force, we found that there are steps other than increasing 
the EEA and NRA that respond directly to the aging of the population and that can make 
Social Security equally actuarially sound.  We also found that using other policy steps 
made those with concerns about organized labor much easier to deal with (which is not to 
say that solving the Social Security problem is easy by any stretch).  From our 
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perspective, increasing the retirement ages – and especially the EEA – is unnecessarily 
picking a fight.  The problem can be solved in different ways, with more light and less 
heat.  In CED’s own proposal, released in 1997, we increased the NRA, but not the EEA 
– for these same reasons. 
 
Bowles and Simpson would respond that they advocate a “hardship exemption” for their 
proposed increase in the retirement ages.  In the Domenici-Rivlin Task Force 
deliberations, we asked the Social Security Chief Actuary if any administrable hardship 
exemption could be created.  He said no.  He may be wrong, but I would not bet against 
him. 
 
A straightforward increase in the retirement ages would have the disadvantage of 
encouraging older people who lose the Social Security retirement option instead to apply 
for Social Security Disability Insurance.  Bowles and Simpson say that they recommend a 
“fundamental overhaul” of SSDI.  The Domenici-Rivlin Task Force asked the Social 
Security Chief Actuary if there could be an SSDI fix to prevent this problem.  He again 
said no.  SSDI overhaul sounds attractive at the 35,000 foot level, but the underlying 
problem is that disability is a subjective concept, and review is time-consuming and 
arguable no matter what administrative mechanisms you put into place.  All measure of 
reform should be pursued, but it would not be wise to bet billions of dollars that any such 
reform could solve this fundamental problem. 
 
The remaining major element of the Bowles-Simpson proposal is taxes.  Bowles and 
Simpson recommend a fairly straightforward income tax reform, checking off a list of 
individual policy changes.  The Domenici-Rivlin Task Force proposed a transformative 
plan that would allow about half of the population to pay their income taxes precisely 
through their wage and salary withholding, and therefore not to need to file an income tax 
return.  It also replaced the current exemptions and deductions with tax credits, including 
a work-incentive credit that does not phase out and therefore does not increase marginal 
income tax rates over the lower-middle-income range.  It therefore is an enormous 
improvement over the current law, and an enormous advantage over the Bowles-Simpson 
proposal, which lacks these innovations.  I wish that Bowles and Simpson had given the 
Domenici-Rivlin proposal a closer look.  (As an aside, the original Domenici-Rivlin 
proposal, like the 2005 CED policy statement on tax reform, also included a value-added 
tax (which Domenici-Rivlin called a “debt-reduction sales tax”).  The revised Domenici-
Rivlin, because of political resistance to the VAT, has removed it from the plan.) 
 
So in brief review, all of the plans – Bowles-Simpson, Domenici-Rivlin, and CED, in the 
few areas where we have differed from Domenici-Rivlin – follow the same basic outline.  
All would be more than acceptable, and far preferable to the dangerous game that the 
current law is playing. 
 
Looking at the four major budget categories: 
 
On both domestic and defense appropriations, Bowles-Simpson would cut below the 
current spending caps, in effect retaining about half of the sequester.  Domenici-Rivlin 
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would not cut beyond the current spending caps.  CED has not taken an official position, 
but personally I would concur with Domenici-Rivlin. 
 
On the healthcare entitlements, Bowles-Simpson is heavily regulatory, whereas 
Domenici-Rivlin and CED follow a truly transformative, market-driven approach. 
 
On Social Security, the major difference between Bowles-Simpson and Domenici-Rivlin 
is that the latter would avoid picking a fight over the retirement ages themselves – which 
I personally would see as a substantive advantage as well, especially with respect to those 
workers who would be forced to retire early by health or economic circumstance. 
 
And on taxation, Domenici-Rivlin again offers a truly transformative approach, whereas 
Bowles-Simpson’s reform hews more to a shopping list of micro-level changes in policy. 
 
In sum, the new Bowles-Simpson proposal checks all of the boxes, and would turn the 
rising debt-burden curve around.  The terms of the debate do not appear to be moving, 
however.  Of course, nobody’s idea has moved the debate yet.  The moment may come 
when Washington’s elected policymakers decide that they must reach quickly for the 
ideas already on the shelf – although I shudder to think what economic or financial 
development would make them move so urgently.  In the best case, some new idea will 
change Washington’s minds.  In the worst case, some crisis will change the whole world 
instead. 


