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CBO SHOWS RYAN BUDGET WOULD SET NATION ON PATH TO END
MOST OF GOVERNMENT OTHER THAN SOCIAL SECURITY, HEALTH
CARE, AND DEFENSE BY 2050

by Robert Greenstein

House Budget Committee Chairman Paul Ryan’s new budget plan specifies a long-term spending
path under which, by 2050, most of the federal government aside from Social Security, health care,
and defense would cease to exist, according to figures in a Congressional Budget Office analysis
released today. '

The CBO report, prepared at Chairman Ryan’s request, shows that Ryan’s budget path would
shrink federal expenditures for everything other than Social Security, Medicare, Medicaid, the
Children’s Health Insurance Program (CHIP), and interest payments to just 3% percent of the gross
domestic product (GDP) by 2050. Since, as CBO notes, “spending for defense alone has not been
lower than 3 percent of GDP in any year [since World War II]” and Ryan seeks a high level of
defense spending — he zncreases detfense funding by $228 billion over the next ten years above the
pre-sequestration baseline — the rest of government would largely have to disappear. That includes
everything from veterans’ programs to medical and scientific research, highways, education, nearly
all programs for low-income families and individuals other than Medicaid, national parks, border
patrols, protection of food safety and the water supply, law enforcement, and the like. (In the same
vein, CBO also notes that spending for everything other than Social Security, Medicare, Medicaid,
and interest “has exceeded 8 percent of GDP in every year since World War I1.7%)

In addition, CBO shows that #7a/ federal spending — including Social Security, interest, and
health care — would fall to 16 percent of GDP by 2050 under Ryan’s budget path, a target
specifically included in the Ryan budget resolution. This would be the lowest level since 1950, when
Medicare, Medicaid, most federal funding for education, highways, and environmental protection,
and various other significant federal activities did not exist.

The Ryan budget would start down this path immediately, with severe cuts in non-defense
discretionary programs over the next ten years. It would cut funding for these programs by nearly
$1.2 trillion below the austere funding caps that Congress enacted last August (by 2021, funding would be

I Congtressional Budget Office, “The Long-Term Budgetary Impact of Paths for Federal Revenues and Spending
Specified by Chairman Ryan,” March 2012.

2 Both quotations in this paragraph are on page 10 of the CBO report.



The Ryan Plan and Grover Norquist’s Vision

Grover Norquist, president of Americans for Tax Reform and one of Washington’s most
influential anti-tax conservatives, told National Public Radio in 2001, “I don’t want to abolish
government. I simply want to reduce it to the size where I can drag it into the bathroom and
drown it in the bathtub.” The CBO report suggests that other than for Social Security, defense,
and health, Chairman Ryan has a similar vision.

more than 22 percent below what it would be under the cap) — and by §800 billion below the level to
which non-defense discretionary funding wonld be shrunk if sequestration were allowed to tafke effect.

Equally stunning are CBO’s findings about the impacts of the Ryan plan on programs to enable
Americans to secure health-care coverage. CBO finds that the Ryan plan would cut programs to
help low- and middle-income people afford health insurance — Medicaid, CHIP, and the
Affordable Care Act’s subsidies to help near-poor and moderate-income families afford insurance
— by more than 75 percent by 2050, with the bulk of the cuts coming from Medicaid. Spending on
these programs would be slashed from between 44 and 42 percent of GDP in 2050 under current
policies to just 1 percent of GDP.

As CBO explains, the magnitude of the cut in Medicaid and CHIP “means that states would need
to increase their spending on these programs, make considerable cutbacks in them, or both.
Cutbacks might involve reduced eligibility for Medicaid and CHIP, coverage of fewer services, lower
payments to providers, or increased cost-sharing by beneficiaries — all of which would reduce
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access to care.”

CBO also observes that the Ryan plan’s elimination of subsidies to help people with modest
incomes purchase health coverage (as part of the plan’s repeal of all coverage expansions under the
health reform law) means that “the number of people without health insurance would be much
higher” than under current law.*

Leaving 65- and 66-Year-Olds Without Health Coverage

The CBO analysis states that the Ryan plan would raise the age at which people become eligible
for Medicare from 65 to 67, even as it repeals the health reform law’s coverage provisions. This
means 65- and 66-year-olds would have #either Medicare nor access to health insurance exchanges in
which they could buy coverage at an affordable price and receive subsidies to help them secure
coverage if their incomes are low. This change would put many more 65- and 66-year-olds who
don’t have employer coverage into the individual insurance market, where the premiums charged to
people in this age group tend to be extremely high — thereby leaving many of them uninsured.
People of limited means would be affected most harshly because they would not be able to afford
private coverage. In addition, many 65- and 66-year-olds with a pre-existing medical condition
would not be able to purchase coverage at any price.

3CBO, p. 11.
+CBO, p. 11.



The Ryan plan would also replace Medicare’s guarantee of health coverage with premium-support
payments to seniors (starting with new beneficiaries in 2023) that they would use to buy coverage
from private insurance companies or traditional Medicare. The growth in these payments each year
would be limited to the percentage increase in per capita GDP plus one-half percentage point. For
more than 30 years, however, health care costs per beneficiary in the United States have risen an
average of about two percentage points per year faster than GDP per capita. CBO thus projects
that under the Ryan budget, federal Medicare expenditures on behalf of an average 67-year-old
beneficiary would, by 2050, be 35 percent to 42 percent lower than under current law.

Under the Ryan budget, moreover, Medicare would no longer make payments to health care
providers such as doctors and hospitals; it would instead provide premium-support vouchers to
beneficiaries that they’d use to help buy coverage from private insurance companies or traditional
Medicare. Therefore, the only way to keep Medicare cost growth within the GDP +0.5 percentage-
point target would be to limit the annual increase in the government’s premium-support vouchers.
That would very likely cause the vouchers to grow more slowly than health care costs — and hence
purchase less coverage with each passing year. Over time, more costs would likely be pushed on to
beneficiaries.

Medicaid
The Ryan plan would replace Medicaid with Figure 1
a block grant that would grow each year with Public Insurance Costs 27% Less for
inflation and U.S. population growth, or more Children, 20% Less for Adults Than
than 3.5 percentage points less than current Private Insurance
projected annual growth in Medicaid (which is
influenced by the growing number of elderly Estimated 2005
beneficiaries as the population ages) and per-capita costs of $7,126
significantly below the cost growth that the " Medicaid vs. private _
Ryan budget would allow in Medicare. | insurance, after
Chairman Ryan today defended the plan’s adjusting for enrollees’
severe Medicaid cuts by claiming that “the health differences
program’s current financing structure has M Medicaid
created rapidly rising costs that are nearly | Private insurance
impossible to check.” The claim that
Medicaid’s financing structure is driving the §1.247
rising costs is, however, false. Research shows $909 **
that Medicaid costs substantially /ess per J
beneficiary than private insurance does _
(because Medicaid pays providers significantly Children L
less and has lower administrative costs) and Source: CBPP analysis.

that per-beneficiary costs have been rising
more slowly in Medicaid than in the private sector for a number of years.’ (See Figures 1 and 2.)

5 Ryan is cited in Matt DoBias, “Ryan budget includes Wyden-Ryan Medicare blueprint,” Po/itico, March 20, 2012.

¢ Leighton Ku and Matthew Broaddus, “Public and Private Insurance: Stacking Up the Costs,” Health Affairs (web
exclusive), June 24, 2008 and John Holahan ¢z a/, “Medicaid Spending Growth Over the Last Decade and the Great
Recession, 2000-2009,” Kaiser Commission on Medicaid and the Uninsured, February 2011.



As CBO’s analysis notes, unless states
increased their Medicaid funding massively to
make up for the Ryan plan’s very deep funding
cuts, they would have to take such steps as
cutting eligibility (leading to more uninsured
low-income people), cutting covered services
(leading to more underinsured low-income
people), and/or cutting already-low payment
rates to health care providers (likely inducing
doctors, hospitals, and nursing homes to
withdraw from Medicaid and thereby reducing
beneficiaries’ access to care).

For example, the Urban Institute estimated
that a similar Medicaid block grant proposal
that Chairman Ryan included in his budget last
year would lead states to drop between 14
million and 27 million people from Medicaid
by 2021 (on top of the coverage losses
resulting from repealing the health reform
law’s Medicaid expansion).’

Figure 2

Medicaid Per-Beneficiary Spending Grew

More Slowly Than Employer Coverage
(2000-2009)

1.7%

4.6%

Total Medicaid
Per Beneficiary

Premiums for
Employer Coverage

Source: John Holahan, et al., Medicaid Spending Over the
Last Decade and the Great Recession, 2000-2009, Kaiser
Family Foundation, February 2011.

7 John Holahan, ez af, “House Republican Budget Plan: State-by-State Impact of Changes in Medicaid Financing,” Kaiser

Commission on Medicaid and the Uninsured, May 2011.




