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If there is to be a major �scal deal in the lame duck, it is

inevitable that at least one of the principal safety net

programs, Medicare, will face some spending reductions. In

addition, the next few years will likely see broader changes to

other safety net programs. Yet, despite this certainty, many

congressional Democrats are framing cuts as being forced

upon them by Republicans as part of a deal, and many

progressive organizations have decreed that such �xes would

constitute a betrayal. But this thinking has it backwards.

Rather than treat cuts to safety net programs as a grudging

concession to the GOP, Democrats should support the right

�xes as part of a deal. By doing so, Democrats can make the

case that they are preserving the safety net for future

generations by enacting responsible �xes and protecting

crucial investments—while beating back conservative ideas

that seek to fundamentally restructure these programs.

Fix Them With Today’s Leaders… Or
Risk Them With Tomorrow’s?
Voters are clearly hesitant about spending cuts to Social

Security and Medicare, but they don’t have their heads in the

sand either. They know these programs are in trouble and

that they must be �xed, with some sacri�ce involved.

Together with Peter Brodnitz of Benenson Strategy Group,

Third Way conducted a post-election poll of 800 Obama

voters, and the message was clear: Social Security and

Medicare are in �nancial trouble and should be �xed. An

overwhelming 89% of Obama voters believe Social Security

and Medicare are in trouble—with 53% saying the programs

have major problems, 36% identifying minor problems, and

only 6% saying they have no problems. 1
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In this poll (as well as our 2012 focus groups with Democrats

and Independents), participants were more fearful that

Congress would take no action to �x Social Security and

Medicare than Congress would take some kind of action that

would a�ect the programs negatively or be viewed as too

extreme.

Respondents said that these programs will run out of money

and checks will actually start bouncing in the near future,

with one partici pant plainly stating “the consequence of

inaction is bankruptcy.” Another agreed, noting, “We do

need something to get done because it can’t go on the way it

is.” 2  There wasn’t a single person in our four sets of focus

groups who thought Social Security and Medicare would

survive on their respective paths. And of course, they are

right.

The problems facing Social Security and Medicare are not so

large as to require an overhaul involving privatization,

vouchers, or draconian bene�ts cuts. Instead, modest course

corrections taken now can preserve these programs for future

generations. The critical question facing Democrats is: do you

want changes made under a Democratic president and

Democratic-led Senate who care deeply about these

programs? Or would you prefer this be done under a

president-to-be-named later and future congressional

leaders who may have completely di�erent visions for the

safety net?

We know from history that safety net �xes only occur under

divided government, because no one wants to carry the load

alone. Will there ever be a better roster to negotiate these

�xes than President Obama and today’s Democratic leaders

in Congress?

Make Modest Spending Cuts Today…
Or Raise Middle Class Taxes Later?
Increasing tax rates on the wealthy can—and should—make

up an important portion of a �scal deal. But raising taxes on



the wealthy alone cannot deliver the revenue needed to save

these programs on their current trajectory.

In 2008, Medicare began to spend more than it takes in.

Social Security will do the same in 2015, and the picture gets

worse in the next two decades. Retiring Boomers will

bankrupt Medicare in 2024 and Social Security nine years

later. 3

Even if we tax the wealthy at levels being sought by the

majority of Democrats, we would fall way short. So the burden

would eventually fall on the middle class. Indeed, the

additional tax hikes needed to cover these programs as

Boomers retire would come to cost the typical middle class

family $6,200 (in today’s dollars). 4

There are numerous other ways to reach the target through

taxes. However, it’s hard to keep the middle class from harm.

For example, acclaimed liberal economist Simon Johnson

advocates only minor trims to entitlement programs but calls

for numerous tax increases, many of which fall directly on the

middle class. In the latest issue of Democracy: A Journal of

Ideas, Brookings Institution scholar Henry Aaron (a respected

voice on safety net programs) calls for an across-the-board

0.8% increase in the payroll tax, along with other revenue

measures to extend Social Security’s solvency. Perhaps some

payroll tax increase will be needed, but understand the Aaron

proposal is a $400 a year tax increase on every working

person making $50,000, as well as a similar tax on the

employer. Jared Bernstein, an esteemed progressive

economist who was formerly with the Obama Administration

and is now a senior fellow at the Center for Budget and Policy

Priorities, said that “ultimately we can’t raise the revenue we

need only on the top 2 percent.” 5

Regardless of the approach, one thing is certain: making

these programs solvent without cutting some spending

would require major tax increases on the middle class.

Do Right By Younger Voters…Or
Betray Them with Insolvency?



If young adults are among the heart of the new Democratic

majority, why are they being ignored in the safety net

debate?

President Obama won 18 to 29 year olds by 34 points in

2008 and by 23 points in 2012. He won voters in their 30s

by 10 points in 2008 and 13 points in 2012.

In Congressional races, Democrats won 18 to 29 year olds

by 29 points in 2008 and by 22 points in 2012. They won

voters in their 30s by 9 points in 2008 and 11 points in

2012.

So what do these under-40 voters think of the safety net?

According to the Pew Research Center, there is broad

agreement that Medicare and Social Security are not on

sound �nancial footing. Seventy-two percent of voters under

30 years old do not expect Social Security to be their main

source of retirement income, and 42% of this group expects

that they will get no retirement income from Social Security

at all. 6

And while young Democratic voters are more and more

concerned about their retirement security, seniors are leaving

the Democratic coalition.

Despite his plan to privatize Social Security, seniors picked

President Bush by 5 points in 2004.

Governor Romney won seniors by 12 points while wearing

Rep. Ryan’s premium support Medicare plan around his

neck; Obama’s share of seniors actually went down from

2008.

Likewise, congressional Democrats have fared worse

among seniors (+1 in 2008 and -11 in 2012) than any other

age demographic.

The political strategy of pledging to stop any changes in

Social Security and Medicare is not winning senior voters.

Also, it guarantees that those under 40—the future base of



the Party—pay either signi�cantly more in taxes or face a less

secure retirement.

Make Small Safety Net Fixes…Or Gut
the Investment Agenda?
The modern Democratic economic legacy has two great

components: the Great Society safety net programs and the

New Frontier investment programs. While one is fat and

happy, the other is starving.

Safety net costs are consuming an ever-increasing portion of

our federal dollars, and an aging population will push Social

Security and Medicare spending to even greater heights. The

result of this dramatic expansion? These social programs are

squeezing out critical public investments.

In the mid-1960’s, spending on investments was three times

that of entitlements. But today, entitlement spending is

three times that of investments. By 2022, that ratio will be

six-to-one. 7  And this trend will only accelerate as the

Boomers retire, forcing us to spend less and less to educate

kids, build roads, and cure disease. This �scal path translates

to a less-skilled workforce, lower rates of job creation, and an

infrastructure un�t for a 21st-Century economy.

Great Society safety net programs and New Frontier

investment programs are each central to a successful

Democratic legacy. But in a time of economic sluggishness

and high de�cits, we simply cannot pretend that when one

gets more, the other doesn’t su�er.

Conclusion
Our hope is for a bipartisan deal that sets the nation on a

�scal course conducive to faster economic growth and greater

economic opportunity. Without a deal, we cannot achieve

these goals, because revenue is too low and our spending

trajectory is too high. The fact that our major safety net

pillars are heading for insolvency means that the creators and

protectors of those programs must act, and they must act

now. Democrats rightfully take pride in these extraordinarily



successful and important programs, and Democrats should be

the ones to take the lead in �xing them the right way.

BUD GET RET IREMENT

T O PICS

89 47

END NOTES

Michelle Diggles and Lanae Erickson Hatalsky, “Post-

Election Poll: Obama Voters say ‘Let’s Make a Deal’,”

Memo, Third Way, November 2012. Accessed December

11, 2012. Available at:

http://www.thirdway.org/publications/617.

1.

Michelle Diggles and Lanae Erickson Hatalsky,

“Reframing the Case for Fixing Social Security and

Medicare,” Report, Third Way, October 2012. Accessed

December 11, 2012. Available at:

http://www.thirdway.org/publications/618.

2.

United States, Centers for Medicare & Medicaid Services,

“2012 Annual Report of The Boards of Trustees of the

Federal Hospital Insurance and Federal Supplementary

Medical Insurance Trust Funds,” Report, April 23, 2012.

Accessed November 7, 2012. Available at:

http://www.cms.gov/Research-Statistics-Data-and-

Systems/Statistics-Trends-and-

Reports/ReportsTrustFunds/Downloads/TR2012.pdf. See

also United States, Social Security Administration, "The

2012 Annual Report of the Board of Trustees of the

Federal Old-Age and Survivors Insurance and Federal

Disability Insurance Trust Funds," Report, April 25, 2012.

Accessed November 7, 2012. Available at:

http://www.ssa.gov/oact/tr/2012/index.html.

3.

http://www.thirdway.org/publications/617
http://www.thirdway.org/publications/618
http://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/ReportsTrustFunds/Downloads/TR2012.pdf
http://www.ssa.gov/oact/tr/2012/index.html


David Brown, Gabe Horwitz, and David Kendall,

“Necessary but Not Su�cient: Why Taxing the Wealthy

Can’t Fix the De�cit,” Report, Third Way, September

2012. Accessed December 11, 2012. Available at:

http://www.thirdway.org/publications/585. Based on our

calculations, revenue in 2040 must reach 27% of GDP

(well above the World War II record of 21%) for taxes

alone to keep de�cits sustainable and leave entitlement

spending untouched. So even if we increase taxes on the

wealthy, the median-income family could see $2,473 in

higher income tax rates, $383 in higher payroll tax rates,

and $3,341 through a national value-added tax, all in

2012 dollars.

4.

Annie Lowrey, “Income Malaise of Middle Class

Complicates Democrats’ Stance in Talks,” The New York

Times, December 12, 2012. Available at:

http://www.nytimes.com/2012/12/13/us/politics/middle-

class-malaise-complicates-democrats-�scal-

stance.html.

5.

“The Generation Gap and the 2012 Election,” Report, Pew

Research Center, November 2011. Accessed December 11,

2012. Available at: http://www.people-

press.org/�les/legacy-pdf/11-3-

11%20Generations%20Release.pdf.

6.

http://www.thirdway.org/publications/585
http://www.nytimes.com/2012/12/13/us/politics/middle-class-malaise-complicates-democrats-fiscal-stance.html
http://www.people-press.org/files/legacy-pdf/11-3-11%20Generations%20Release.pdf


Author’s calculations based on: United States, White

House, O�ce of Management and Budget, “Total

Investment Outlays for Major Public Physical Capital,

Research and Development, and Education and Training:

1962–2013,” Accessed June 29, 2012. Available at:

http://www.whitehouse.gov/omb/budget/Historicals;

See also United States, White House, O�ce of

Management and Budget, “Outlays for Mandatory and

Related Programs: 1962–2013,” Accessed June 29, 2012.

Available at:

http://www.whitehouse.gov/omb/budget/Historicals;

See also United States, Congress, Congressional Budget

O�ce, “Supplemental Data,” The Budget and Economic

Outlook: Fiscal Years 2012 to 2022, January 31, 2012.

Accessed June 29, 2012, Available at:

http://www.cbo.gov/publication/42905; See also United

States, Congress, Congressional Budget O�ce,

“Supplemental Data—Figure 30.2,” The 2012 Long Term

Budget Outlook, June 2012. Accessed June 29, 2012.

Available at: http://cbo.gov/publication/43288.

7.

http://www.whitehouse.gov/omb/budget/Historicals
http://www.whitehouse.gov/omb/budget/Historicals
http://www.cbo.gov/publication/42905
http://cbo.gov/publication/43288

