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WHY CONGRESS NEEDS TO ABOLISH THE 
DEBT LIMIT 

WEDNESDAY, FEBRUARY 16, 2022 

HOUSE OF REPRESENTATIVES 
COMMITTEE ON THE BUDGET 

Washington, DC. 
The Committee met, pursuant to notice, at 11 a.m., via Zoom, 

Hon. John A. Yarmuth [Chairman of the Committee] presiding. 
Present: Representatives Yarmuth, Jeffries, Boyle, Price, Scha-

kowsky, Morelle, Chu, Plaskett, Wexton, Scott, Jackson Lee, 
Peters, Jayapal; Smith, McClintock, Grothman, Smucker, Carter, 
Cline, Boebert, Donalds, Feenstra, Hinson, Obernolte, and Carey. 

Also present: Representative Hoyer. 
Chairman YARMUTH. This hearing will come to order. 
Good morning and welcome to the Budget Committee’s hearing 

on ‘‘Why Congress Needs to Abolish the Debt Limit’’. 
Without objection, the Chair is authorized to declare recesses of 

the Committee at any time. 
Before I begin, I want to welcome the newest Member of the 

Budget Committee, representing Ohio’s 15th District, Mike Carey. 
Mike served in the Army National Guard and the energy industry 
before coming to Congress. Welcome, Mike Carey, to the Com-
mittee. We are happy to have you here. 

In addition, we are honored to have Majority Leader Steny Hoyer 
here with us this morning. 

Without objection, the gentleman from Maryland, the distin-
guished Majority Leader, is permitted to join the Committee for the 
purposes of participating in this hearing. 

Without objection, so ordered. 
Now, before I welcome our witnesses, I will go over few house-

keeping matters. Today the Committee is meeting virtually. Before 
we begin, I would like to remind Members participating in this pro-
ceeding to keep your camera on at all times, even if you are not 
under recognition by the Chair. Members may not participate in 
more than one committee proceeding simultaneously. If you choose 
to participate in a different proceeding, please turn your camera 
off. 

Members are responsible for their own microphones. Please mute 
your microphones when you are not speaking. This will help pre-
vent feedback and other technical issues. Please remember to 
unmute yourself when you seek recognition. Note that the Chair or 
staff designated by the Chair may mute participants’ microphones 
when they are not under recognition for the purposes of elimi-
nating inadvertent background noise. We are not permitted to 
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unmute Members unless they specifically request assistance. If I 
notice that you have not unmuted yourself I will ask if you would 
like staff to unmute you. If you indicate approval by nodding, staff 
will unmute your microphone. They will unmute your microphone 
under any other conditions. 

I would like to remind Members that we have established an 
email inbox for submitting documents before and during committee 
proceedings. We have distributed that email addressed to your 
staff. 

Now, I will introduce our witnesses. 
This morning we will be hearing from Dr. Laura Blessing, Senior 

Fellow at the Government Affairs Institute at Georgetown Univer-
sity, Dr. Louise Sheiner, the Robert S. Kerry Senior Fellow in Eco-
nomic Studies and Policy Director for the Hutchins Center on Fis-
cal and Monetary Policy at the Brookings Institution, Ms. 
LaJuanna Russell, Founder and President of Business Manage-
ment Associates, Inc. and Chair of the Small Business Majority, 
and one of our former colleagues and a friend, the Honorable Mick 
Mulvaney, former Director of the Office of Management of Budget, 
Chief of Staff to the President of the United States, and also former 
representative from the state of South Carolina. 

We welcome all of our witnesses. 
I will now yield myself five minutes for an opening statement. 
We have made remarkable strides to heal our economy in 2021, 

with the fastest GDP growth in nearly four decades, the most jobs 
created a single year ever, and unemployment down to 4 percent, 
more than three years ahead of projections. And we recently re-
ceived a CBO report that showed record wage growth and in-
creased consumer purchasing power. I would like to thank Ranking 
Member Smith for requesting this enlightening report, which also 
found that wage growth is in fact outpacing inflation, and I would 
like to submit it into the record at this point. 

Without objection, so ordered. 
[Report submitted for the record follows:] 
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Make no mistake, these gains were not inevitable. Thanks to the 
American Rescue Plan and President Biden’s and congressional 
Democrats’ economic agenda, our recovery is beating projections 
and setting records. We have made tremendous progress in a short 
period of time, but there is still more work to be done. Elevated 
prices, which we believe are mostly temporary, are a serious issue. 
That is why we have passed legislation to fix supply chain bottle-
necks, lower costs for families, revitalize American innovation and 
manufacturing, and create good-paying jobs here in America. The 
investments in the Bipartisan Infrastructure Bill are quickly being 
rolled out to every state across the country, and soon we will enact 
the America COMPETES Act to get our economy fully firing on all 
cylinders. 

However, there is a problem. The debt ceiling now plays an out-
sized role in our politics and congressional deliberations—some-
thing that was never intended. This century-old law was created to 
make borrowing easier, not harder. Its misuse has already jeopard-
ized our ongoing recovery once, and now threatens the future of our 
economy and the American people. We will get into the details of 
why we think it needs to be abolished during this hearing, but be-
cause I cannot think of another provision of budget law that has 
been as misused, misunderstood, and misrepresented as much as 
the debt limit, I want to lay down the facts right away. 

The debt ceiling is not the amount we can spend. It is not like 
the limit on credit card, an analogy we hear a lot. The debt limit 
is the amount we already owe. It is the bill for previous spending 
and tax decisions made by Congress. You cannot reduce the na-
tional debt by failing to raise the debt ceiling, and we have 100 
years of evidence of that. 

Now, you will default on the full faith and credit of the United 
States by failing to raise the debt ceiling, and that would be cata-
clysmic for our economy and American households. 

The debt ceiling has been raised to pay for the actions of both 
Democratic and Republican Congresses. Here is an example: Re-
publicans enacted massive tax cuts for big corporations and the 
rich in 2017. Congress has needed to raise the debt limit every year 
since and will need to for several more years just to cover the grow-
ing debt from this tax giveaway. 

So even if Congress did not spend a single additional dime after 
President Biden was elected, no COVID aid, no infrastructure bill, 
nothing, we would still need to raise the debt ceiling to cover Re-
publicans’ deficit ballooning and regressive tax policy. 

Clearly, the only real role the debt ceiling now plays is a chip to 
be exploited for political gain. But there is a real human cost to 
this political gamesmanship. Every threat of default comes with 
the risk of actually defaulting. And in a closely divided Congress, 
with Members who have openly called for destroying the full faith 
and credit of the United States, that is a risk we can no longer af-
ford. 

As I said before, a full breach of the debt limit would be cata-
strophic. The immediate fallout would have severe, widespread, 
and painful consequences for the American people and our eco-
nomic and national security. Treasury would be unable to fund So-
cial Security, Medicaid, nutrition benefits, military salaries, law en-
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forcement, unemployment insurance, and more. Americans would 
be forced to go without these vital supports until Congress man-
aged to lift this imaginary ceiling. 

A breach would also cause immediate financial market chaos, 
which would likely spread around the world. This would lead to 
higher interest rates and make consumer products, like car loans 
and mortgages, more expensive, hurting American families. 

It would also likely threaten our status as the global reserve cur-
rency and create an opening for a global competitor, like China, to 
step in and take our place at the top of the global economy. Again, 
Americans would be forced to pay the price of Congress failure with 
a weakened U.S. Dollar and higher costs. 

In Congress, in this environment, and as long as the debt limit 
remains in place, there is a direct threat to our entire economy, 
and Congress is becoming less and less capable of defusing it. 

It is time to abolish the debt ceiling. 
I look forward to hearing from our panel of witnesses who will 

share their expert analysis and first-hand experience with the costs 
and risks of this outdated law. 

With that, I would like to yield to the Ranking Member, Mr. 
Smith. Unmute your microphone please and you have five minutes 
for your opening statement. 

[The prepared statement of Chairman Yarmuth follows:] 
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Mr. SMITH. Thank you, Mr. Chairman. 
I would like to welcome our newest Member of the Committee as 

well, Mr. Carey from Ohio. It is great that our Committee is at full 
representation. Hopefully, the Democrat Party will not remove any 
more from our Committee and we get to keep this same member-
ship moving forward. 

But I would also like to welcome our witnesses today, which in-
cludes one of our former colleagues and former Member of this 
Committee, Director Mulvaney, who coincidentally was sworn in as 
head of the White House Office of Management and Budget almost 
exactly five years ago today. At the time, that was the latest ever 
that an OMB Director assumed the job in a new administration, a 
little less than one month after a new president was sworn in. But 
under the Biden Administration, we are now a year longer than 
that without an OMB Director. 

There is a lot to unpack today, but before I start I have to ad-
dress the CBO score, the CBO letter that you submitted into the 
record. I am glad that you did because in fact that record shows 
and proves, according to the Congressional Budget Office, that in-
flation is outpacing wage growth. And when you talk to any Amer-
ican—any American—they won’t buy what you are selling. They 
know that they can’t purchase as many goods today as what they 
could a year ago and it is because of inflation. And whenever you 
try to say that increases in prices are only temporary, they are not 
buying it either. And you know what, the economists aren’t ei-
ther—7 1/2 percent, year-to-year, the highest inflation in 40 
years—give me a break. But I am glad you put that in the record 
because in fact that CBO score showed that inflation in rural areas 
is 130 percent more than in urban areas. So thanks for putting 
that into the record, Mr. Chairman. 

There is a lot to unpack today, but I will start by saying that it 
seems Budget Democrats are working at cross-purposes. Last year 
we had a hearing about Congress’ power of the purse and how to 
reassert our constitutional role in budgeting and spending so that 
it wasn’t being unserved by executive branch decisionmaking. What 
we learned was that if Congress did its job, budgeting, appro-
priating, and authorizing programs on a timely basis, it would go 
a long way to removing the ability of unelected bureaucrats to 
make decisions about government spending while also restoring 
some fiscal sanity to Washington. And yet today we are talking 
about passing off Congress’ responsibility for the debt to unelected 
career government employees. This would severely undermine, if 
not destroy, the power of the purse my colleagues claimed they be-
lieved in less than a year ago. It would allow Congress to take 
credit for spending without being accountable for the debt it cre-
ates. 

Which brings us back to today’s hearing. The real reason we are 
here is because Democrats want to get rid of any obstacles stand-
ing in the way of their radical agenda, an agenda that has un-
leashed a multitude of crises, the highest spike in prices in 40 
years, and national debt above $30 trillion—and that is with a ‘‘t’’- 
businesses facing chronic worker shortages, and a supply chain cri-
sis. 
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For the last 12 months, Mr. Chairman, Democrats have been fo-
cused on their partisan agenda while the check engine of the Biden 
economy has been on and flashing bright. Inflation rose faster in 
Joe Biden’s first year in office than President Trump’s entire first 
term. Democrats first denied inflation existed. You denied today 
and said that it is only temporary in some cases and then dis-
missed it as transitory. Even Members of this Committee, like you, 
Mr. Chairman, said panicking over inflation was uninformed and 
misguided. Economists warned for months of the impact that reck-
less government spending would have on inflation. What did Demo-
crats do? They spent $2 trillion in the President’s bailout bill, a bill 
they claim was meant for COVID, but less than 9 percent went to 
combatting the virus. 

The crisis has been especially painful for Americans living in 
rural communities. Recently, the CBO found inflation—what you 
just submitted to the record—in rural areas was 130 percent that 
of urban areas and they experience 25 percent slower real wage 
growth than urban areas. 

Now Democrats are claiming a $5 trillion spending bill will fix 
inflation, even though it was written while Democrats were either 
denying inflation or calling it transitory. And even though the CBO 
has confirmed it would add $3 trillion to the debt, if we combined 
the $68 trillion in spending Democrats called for in their Fiscal 
Year 1922 budget, with what they have passed since Nancy Pelosi 
became Speaker in 2019, it would be more than all taxes paid by 
every American in U.S. history. For the last 40 years the debt limit 
has typically been one of the only times that Congress has had a 
serious conversation about the national debt. Debt limit negotia-
tions has given us real checks on government spending, including 
statutory limits on discretionary spending like those in the Budget 
Control Act of 2011. 

If the debt limit didn’t exist or was raised to a gazillion dollars, 
as the Chairman has suggested in the past, Washington Democrats 
would spend without end. Democrats claim the government can 
print as much money as it wants to spend—— 

Chairman YARMUTH. If the gentlemen—if the gentleman 
could—— 

Mr. SMITH [continuing]. and budget—— 
Chairman YARMUTH. If you could wrap up please. Your time has 

expired. I have given you much more time, but if you can wrap up 
please. 

Mr. SMITH. All right. 
Well, Mr. Chairman, we have seen what happens when Congress 

tries to exempt itself from the basic laws of economics. We should 
not allow Congress to exempt itself from our budget laws and hand 
over more responsibility to unelected bureaucrats. 

I yield back. 
[The prepared statement of Jason Smith follows:] 
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Chairman YARMUTH. I thank the Ranking Member for his open-
ing remarks. 

I would now like to welcome the Majority Leader of the House 
of Representatives, Steny Hoyer, to our hearing today. And he is 
recognized for his opening remarks. 

Majority Leader Hoyer, welcome to the Committee. 
Mr. HOYER. Mr. Chairman and Mr. Smith, thank you very much 

for this opportunity to testify on this very important issue. 
Frankly, I won’t take the time to rebut Mr. Smith’s remarks, but 

I will do so in the future. But there are not relevant. Either when 
Republicans were in charge and had the presidency, the Senate 
and the House, nor are they relevant today. As a matter of fact, 
America is one of the few countries in the world that has a debt 
limit and none of them go through the crises that we do. There are 
three others at least in the industrialized world, go through the gy-
rations that we go through when we meet the debt limit in posi-
tion, which would shut down the government and destroy the eco-
nomic system in the world if we breached that debt. 

I appreciate the opportunity to speak today to the need to abolish 
the debt limit as it exists today. The United States is one of only 
two major industrialized nations to have an arbitrary limit on the 
amount of debt its government can issue. But we are the only one 
for which the limit is even remotely within reach. 

Denmark had the good sense to set theirs so high as to be effec-
tively repealed. I will expect we will hear from our panelists today 
about the many ways that hitting the debt limit and allowing for 
default on our nation’s obligations would cripple our economy and 
likely the global financial system, which is why every major Repub-
lican leader and president and every Democratic leader has said 
the debt limit has to be raised any time we need to raise it. Those 
consequences are what makes the debt limit so dangerous and such 
a tempting hostage, such a tempting hostage. 

The weaponization of the debt limit puts our country at risk. The 
serious threat of potential default in 2011 caused Standard & 
Poor’s to downgrade America’s credit rating for the first time based 
on its assessment that our political dysfunction could inadvertently 
trigger a financial catastrophe, rather than our economic or fiscal 
health. Sadly, Mr. Chairman, I share that assessment. I take some 
comfort though in knowing that I am not alone in believing that 
we must act aggressively to protect the full faith and credit of the 
United States. 

Last September Doug McMillon, Walmart’s CEO and Chair of 
the Business Roundtable, wrote a letter with then BRT president 
Josh Bolten to Congress. It said, and I quote, ‘‘Congress has the au-
thority to lift the debt ceiling to safeguard the full faith and credit 
of the United States and the responsibility to do so.’’ They were 
right, of course. 

Safeguarding the full faith and credit of the United States is our 
responsibility. And to the extent that we are not meeting our re-
sponsibility, fine on us, whether we are Republicans or Democrats. 

We now are operating on a CR. That is a failure of us doing our 
job on time. Very frankly, in this instance, it is because the Senate 
has not passed a single appropriation bill. Why? Because the Sen-
ate Republicans would not cooperate. 
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Given recent history, it is clear to me that the best way to do so 
is to eliminate the debt limit entirely, not eliminate the concern 
about the debt, not eliminate fiscal responsibility, but eliminate the 
arbitrary and capricious debt limit which is demagogued repeatedly 
every time we address it. 

Short of that, significantly deweaponize the near constant threat 
of default posed by the debt limit in its current form, which is what 
Senator McConnell has proposed. Chairman Yarmuth and Rep-
resentative Brendan Boyle just yesterday introduced a proposal to 
that end. Building off a process, as I said, first proposed by Senate 
Minority Leader McConnell back in 2011. They are not the only 
ones with a proposal. Representative Bill Foster has a bill of his 
own to repeal the debt limit, the Bipartisan Policy Center has 
worked with members like Representative Scott Peters and Jodey 
Arrington on a more complex option to replace it. 

Over the years, Democrats, Republicans, labor unions, business 
leaders, and economists have endorsed the notion that at the end 
of the day default should not be an option. That is why this hear-
ing is so important and why I am joining you today to make clear 
that eliminating the threat of default would be an act of fiscal re-
sponsibility. It would not eliminate our responsibility and nor 
would it eliminate our concern about a debt that is large and grow-
ing larger. 

I thank the Committee for holding a hearing on this issue and 
I look forward, Mr. Chairman and Mr. Smith, to continuing to work 
with all of you—with all of you—to ensure the United States al-
ways pays its bills on time. The option is not available to us nor 
should it be. 

Thank you very much. 
[The prepared statement of Majority Leader Hoyer follows:] 
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Chairman YARMUTH. Thank you, Majority Leader Hoyer, for your 
remarks. 

In the interest of time I ask that any other Members who wish 
to make a statement submit their written statements for the record 
to the email in box established for receiving documents before and 
during committee proceedings. We have distributed that email ad-
dress to your staffs and you have that available to you. 

Once again, I want to thank our witnesses for being here this 
morning. The Committee has received your written statements and 
they will be made part of the formal hearing record. You each will 
have five minutes to give your oral remarks. 

Dr. Blessing, you are up first. You may unmute your microphone 
and begin when you are ready. 

STATEMENT OF DR. LAURA BLESSING, SENIOR FELLOW, THE 
GOVERNMENT AFFAIRS INSTITUTE AT GEORGETOWN UNI-
VERSITY 

Dr. BLESSING. Chair Yarmuth, Ranking Member Smith, Mem-
bers of the Committee, my name is Laura Blessing and I am a Sen-
ior Fellow at the Government Affairs Institute at Georgetown Uni-
versity. 

Thank you for inviting me to testify on the topic of why Congress 
needs to abolish the debt ceiling. My goal is to provide additional 
context for how the debt ceiling has functioned over time and con-
gressional negotiations and its consequences. 

I would like to make three main points today. 
One, Congress had evolved regarding the debt ceiling with a 

trend toward greater brinkmanship. Two, the current situation is 
particularly worrisome, prompting legislative brinkmanship. and 
risking the catastrophe of default. 

One, the evolution of the debt ceiling. The debt ceiling was cre-
ated in 1917 and further modified in 1939. Notably raising the debt 
limit does not incur additional spending. Rather, it allows the 
Treasury to borrow money to cover spending Congress has already 
voted for. Congress has lifted the debt ceiling over 100 times under 
administrations and congresses of both parties. Both parties have 
politicized it, in rhetoric, by having the majority of their caucus or 
conference vote in opposition, by the refusal to bring up a vote, and 
more since 1953. 

From these early years, substantial by not symmetrical partisan 
voting patterns are present that worsened over time. There have 
also been different reforms with lessons for today. The 1970’s 
brought two relevant major reforms. The first is the 1974 Budget 
Act, which reformed a more ad hoc appropriations process, pro-
viding regular oversight in a comprehensive consideration of total 
spending and created a new expert body, the CBO. 

Previously, the debt ceiling, while still problematic, had func-
tioned as a regular vehicle for such consideration in a process that 
otherwise largely lacked this. Fiscal stewardship is an important 
congressional responsibility. The debt ceiling is ill suited for this 
function, but the larger goal is important. 
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The second major reform was the creation of the Gephardt Rule 
in 1979, whose procedural reform reduced but need not eliminate 
the number of House votes on the debt ceiling. And it was helpful, 
but vulnerable to reversal. Speaker Gingrich suspended it in 1995 
and it was more definitely repealed in 2011 only to be brought back 
and modified in less effective form in 2019. 

These reforms show us that fiscal oversight can happen without 
the debt ceiling, as well as the benefits and limitations of proce-
dural reform. The 1980’s through 2010 brought greater deficits, 
greater partisanship, and more contentious episodes of debt ceiling 
showdowns. 

In this increasingly partisan but not perilous years, a pattern be-
came clear, those in power tended to vote to raise the limit. 

Point two, the current era. We are now in an error where Con-
gress has risked default. In 2011 the debt ceiling started to have 
teeth. President Obama and Speaker Boehner seriously attempted 
a grand bargain, only to be stymied by failures of communications 
and fundamentally a GOP position to not raise taxes in any bar-
gain. Negotiations came down to the wire. Finally, Vice President 
Biden and Senate Minority Leader McConnell forced a deal at the 
last minute. 

Our credit was still downgraded from its perfect AAA rating for 
the first time in history. The agreement called for a super com-
mittee to find $1.2 trillion in cuts over a decade. Its failure led the 
Budget Control Act of 2011 to create a decade of sequestration, 
with those caps raised roughly every two years by Congress. 

Treasury now regularly relies on extraordinary measures to 
avoid default. 2013 featured another high stakes debt ceiling show-
down, also affecting markets. This past December a debt ceiling in-
crease barely passed the Senate on a party line vote right before 
Treasury’s deadline for default. 

Point three, the debt ceiling’s effects. The debt ceiling causes 
brinkmanship, but there is little evidence that the debt ceiling pro-
vides fiscal restraint. The debt keeps increasing and the debt ceil-
ing has virtually never been lowered. Consider where it is in the 
process. Voting separately to service debt that has already been in-
curred by earlier voting decisions is a reactionary exercise. 

Some claim that the debt ceiling has prompted negotiations that 
have resulted in fiscal restraint. The counter factual that even 
though the ceiling keeps rising, that it could have risen faster. 

A fuller reading of congressional history would note that amend-
ing debt ceiling votes or otherwise using the debt ceiling to nego-
tiate reforms have had truly minor effects, but also that such poli-
cies have both saved and cost money. In the early 1970’s debt ceil-
ing votes attracted additional Social Security benefits, in the 1980’s 
non germane amendments included both raising and cutting taxes, 
increasing the federal gas tax, repealing the windfall profits tax, 
increasing the tariff on imported oil and more. Current discourse 
centers around the 2011 Budget Control Act sequestration regime 
put into place after the 2011 scare. But that has provided little in 
fiscal restraint as top line spending caps were regularly raised. 

Of course, there have been other costs to the Treasury connected 
to the lack of timeliness of debt ceiling increases. The debt ceiling 
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invites catastrophic risk, aggravates legislating, and does not de-
liver on fiscal restraint. 

Thank you again for the opportunity to testify and I look forward 
to your questions. 

[The prepared statement of Laura Blessing follows:] 
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Chairman YARMUTH. I am sorry. I wasn’t unmuted. 
I now recognize Dr. Sheiner for five minutes. Please unmute your 

microphone and begin when you are ready. 

STATEMENT OF DR. LOUISE SHEINER, ROBERT S. KERR SEN-
IOR FELLOW IN ECONOMIC STUDIES, AND POLICY DIREC-
TOR FOR THE HUTCHINS CENTER ON FISCAL AND MONE-
TARY POLICY, THE BROOKINGS INSTITUTION 

Dr. SHEINER. Sorry. I had little technical problems. 
Chairman Yarmuth, Ranking Member Smith, and Committee 

Members, thank you so much for inviting me to talk about the need 
to abolish the U.S. debt ceiling. 

I just want to make three points today. 
First, the debt ceiling does not serve any useful purpose. It has 

not imposed any significant fiscal discipline on Congress. 
Second, we don’t know exactly what would happen to interest 

rates and the standing of the United States if Congress someday 
failed to raise the debt ceiling. But we do know the effects would 
be negative and possibly calamitous. This is not a risk we should 
take. 

Third, our country really does face a lot of long-term economic 
challenges. We have high levels of inequality and limited economic 
mobility, we have slow productivity growth, we face the perils of 
climate change, high healthcare cost, and an unsustainable trajec-
tory for the federal debt. We should address these, but we should 
address these directly. Bickering over the debt ceiling is a waste 
of time and energy. It creates unnecessary uncertainty, it threatens 
the benefits that we enjoy of issuing the world’s safest asset, and 
it undermines public confidence in our public institutions. 

It is important to recognize that the debt limit does not govern 
the revenues and spending obligations of the federal government. 
Those are governed by legislation enacted by current and previous 
congresses. Instead the debt limit is a political roadblock that when 
reached prevents the federal government from fulfilling its already 
incurred obligations. It is like spending money and then refusing 
to pay the credit card bill. 

The debt ceiling would only be a nuisance if Congress left it as 
a matter of course whenever the need arose. However, that has not 
been the history in recent years. Instead, the debt ceiling has be-
come a political weapon used to try to extract concessions, or more 
recently, simply score political points. Using the debt ceiling as a 
political weapon or as a way to try to impose fiscal discipline is not 
a wise choice. At a minimum, the mere possibility that the federal 
government will not honor its debt obligations undermines con-
fidence in the U.S. economy and in our political institution. 

It also creates completely unnecessary economic stress for people, 
as federal employees, contractors, Social Security beneficiaries, the 
military, and the like have to worry about whether or not the U.S. 
federal government will pay them what they are owned in a timely 
manner. It also really distracts policymakers from the serious work 
of addressing our nation’s problems. 

And using the debt ceiling in this way is also a very risky game. 
Last fall we were perhaps just weeks away from having the debt 
ceiling actually bind, meaning that Treasury would soon have to 
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start delaying payments to people to whom it owned money. While 
that situation was resolved in time, we may not be so fortunate the 
next time. 

As I describe in my written testimony, the economic costs of a 
protracted debt ceiling impasse would most likely be substantial. 
The sharp cut on federal spending that would be required under a 
binding debt limit would likely lead to a recession. While Treasury 
would likely choose to prioritize making interest and principal pay-
ments on its securities, it is unclear how long that policy could last, 
both legally and politically. 

So concerns about actual debt default on debt would likely mount 
over time, leading to higher interest rates and possibly a failed 
Treasury auction. In a worst case scenario, Treasury would actu-
ally miss a payment on one of its securities. 

Any of those outcomes would undermine the reputation of the 
Treasury market as the safest and most liquid in the world. This 
would not only increase interest rates in the short-term, but pos-
sibly in the long-term as well because confidence once lost may not 
be quickly regained. 

Now, some might argue that the debt ceiling is a necessary evil 
because it provides a measure of fiscal discipline to the budget 
process. I think that view is misguided. 

First, there is little evidence that debt ceiling impasses have led 
to any long-term fiscal restraint. Indeed, the debt rose from 70 per-
cent of GDP in fiscal 2011, the year the Budget Control Act was 
passed as part of the resolution of the 2011 debt ceiling crisis, to 
79 percent of GDP in 2019, the year before COVID. And this in-
crease in borrowing reflects, at least in part, the tax cuts enacted 
in 2017. 

Second, I think much more importantly, the questions of how to 
address our long-term fiscal sustainability problem. We need to de-
cide when changes should be made, what is the mix of spending 
and tax increases we need, and which specific policies are best. 
These are complicated questions and they require careful delibera-
tion. 

These types of fundamental policy decisions shouldn’t be made in 
a hurry because the economy is being held hostage. Instead, Con-
gress should confront tax and spending issues directly, not as a by-
product to lifting the debt ceiling. 

In sum, the debt ceiling should be abolished. 
Thank you. I look forward to your questions. 
[The prepared statement of Louise Sheiner follows:] 
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Chairman YARMUTH. Thank you, Dr. Sheiner. 
I now recognize Ms. Russell for five minutes. Please unmute your 

microphone and begin when you are ready. 

STATEMENT OF LAJUANNA RUSSELL, FOUNDER AND PRESI-
DENT OF BUSINESS MANAGEMENT ASSOCIATES, INC; AND 
CHAIR OF THE SMALL BUSINESS MAJORITY 

Ms. RUSSELL. Thank you, Chairman Yarmuth, Ranking Member 
Smith, and other Members of the Committee. 

My name is LaJuanna Russell. I am the Founder and President 
of Business Management Associates, a human capital firm with ap-
proximately 60 employees. I am also the Chair of the board of the 
Small Business Majority, a national small business organization 
that empowers America’s entrepreneurs. 

I am pleased to provide insights today as to why Congress should 
eliminate the U.S. debt ceiling to mitigate financial risk and uncer-
tainty for the small business community. This is an important pro-
posal that will better serve American entrepreneurs like me who 
are still trying to recover from the damaging effects of the COVID– 
19 pandemic. 

The United States is home to 32.5 million small businesses that 
employ 61.2 million people—32.5 million businesses, 61.2 million 
Americans. This makes up about half of all American employees. 
Needless to say, our impact on the economy is critical to the suc-
cess of this country. And as you can imagine, uncertainty and risk 
are not welcome, especially those that could be more easily miti-
gated or managed, like the debt ceiling. 

As a small business owner with more than 20 years of experi-
ence, I understand firsthand the importance of reliability and hav-
ing support of government agencies in times of crisis. For example, 
during the 2019 government shutdown, the longest government 
shutdown in American history, my business lost thousands of dol-
lars over the course of 35 days. My employees had questions. Will 
their jobs still be there, will they still have the same level of bene-
fits, will their pay decrease to cover the loss. Similarly, I had ques-
tions. How are we going to recoup, will these employees find other 
positions or will they stay with our company. In this case the risk 
was a little more definitive. We anticipated the shutdown and could 
somewhat mitigate internally before it happened, but the impacts 
were still there. 

But what would happen if our government were to default on its 
debt? This is a risk that small businesses simply cannot afford. As 
you well know, it has been a difficult journey over the last two 
years. Uncertainty has taken on a whole new meaning and unfor-
tunately small businesses have taken the brunt of this new defini-
tion. At first, thankfully, BMA didn’t feel the significant impact, 
but as days turned into weeks and weeks into months, we slowly 
realized that COVID–19 wasn’t just a temporary crisis. BMA, like 
so many other small businesses, began to experience accounting 
and processing delays, which meant that we either weren’t going 
to get paid or our contracts were going to be put on hold indefi-
nitely. 

Obviously my story is one example. But let us get down to some 
additional facts. A recent Small Business Majority survey found 
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that small businesses are still facing challenges in maintaining 
their operations since the onset of COVID. More than one in four 
of those surveyed say that they may not survive the next six 
months without additional funding or market changes. 37 percent 
said their business is on the decline compared to the previous 
month. 37 percent equates to real jobs for real people with real 
families. 

I believe that we elect officials to manage resources and mini-
mize uncertainty for small businesses and all Americans alike. 
Over the years, lawmakers from both sides of the aisle have used 
the argument of raising the debt ceiling to justify political in fight-
ing. But what is really good for the people? Every time our govern-
ment gets closer to defaulting on our debt uncertainty ensues and 
our very livelihoods are threatened. Small and large businesses 
alike are affected. 

We consider ourselves the global force, yet we allow this ongoing 
dilemma to undermine our stance in the global markets. Imagine 
if the United States, a global leader, were unable to pay its own 
debt and make right on fiscal promises. 

Let us not forget the ongoing discussion and challenge for small 
businesses on access to capital. Defaulting on the debt limit will 
have severe consequences for us, higher interest rates for small 
business loans, even those from the Small Business Administra-
tion, personal and small business credit cards would carry higher 
interest rates, harder for us to pay our debts, stock market would 
be in jeopardy, large businesses, everyone across the overall econ-
omy. Payments to contractors like me would be even more delayed, 
which undermines our ability to pay our employees and our ven-
dors promptly. It could even create a precedent where banks deny 
us lines of credit due to the risk level. 

I am 100 percent not saying that we cannot or should not be fis-
cally responsible. I see it as Congress’ job to teach us all the impor-
tance of doing so by setting a great example. Think about the fiscal 
responsibility that we teach our children. Congressional leaders 
must take a closer look at our budget, analyze how we are 
prioritizing certain expenditures, and how we can get back to sup-
porting small business. 

We have an opportunity here. Let us work together to stabilize 
the economy. A bill to eliminate the debt limit is one that can 
largely address and reduce financial uncertainty for businesses of 
all sizes. I urge you to refrain from using the debt limit as a polit-
ical tactic to undermine each other’s political priorities. We deserve 
more from you than that. Small businesses have been pushed to 
their breaking point in the past two years. We can no longer bear 
the financial uncertainty of constant debt limit negotiations. 

Thank you. 
[The prepared statement of LaJuanna Russell follows:] 



35 



36 



37 

Chairman YARMUTH. Thank you, Ms. Russell. 
I now yield five minutes to our former colleague and former di-

rector of the Office of Management and Budget, Mr. Mulvaney. You 
have five minutes. 

STATEMENT OF THE HON. MICK MULVANEY, FORMER 
DIRECTOR OFFICE OF MANAGEMENT AND BUDGET 

Mr. MULVANEY. Thank you, Mr. Chairman. Thank you for having 
me. Thank you to Ranking Member Smith for the invite. It is good 
to see everybody. It is good to see the Majority Leader—I haven’t 
seen him in a while—as well as a lot of the old colleagues. It is 
hard to imagine that I think five years ago today I was still one 
of your colleagues. I didn’t realize it was the anniversary. 

Listen, I am not going to read my opening statement. I am going 
to say just a couple of things and we can start the hearing. I was 
talking yesterday with Jeb Hensarling, who all of you know—or 
most of you know. Wrote a great op-ed in the Wall Street Journal 
back in September on this very topic. And he and I were trying to 
figure out the right analogy. You know, was the debt ceiling—was 
it a smoke alarm in your house, was it the check engine light in 
your car. Something that reminds you from time to time to go look 
at something. And then Dr. Sheiner said something that I actually 
agree with, which is that wouldn’t it be great if we could actually, 
you know, deal with our debt and our deficit situation directly. Yes, 
it would be. And that is what made me think of a different analogy, 
which is the debt ceiling is really that buzzer that goes off when 
your battery is busted in your smoke alarm. It always goes off at 
an inconvenient time, it is always a pain to change it, but you al-
ways do it. It is not easy, you have got to get on a ladder at two 
o’clock in the morning, but you do it because you know it is the 
right thing to do and you do it so that you know that six months 
later, god forbid, you have a fire in your house, you know that the 
tool works. 

That is what the debt ceiling is. I sit and I was listening to folks, 
I read all the materials from the other witnesses. Very, very smart 
people, some really good points made. I hope we get a chance to 
talk about a lot of them. But it seems like one of the overriding 
themes here is that you want to get rid of it because it is hard, it 
is messy, it is a distraction. OK, yes, it probably is. So is passing 
a budget. That is not easy. By the way, I have been involved with 
several budgets. I was involved—heavily involved in the 2017 debt 
ceiling increase for—President Trump. You all know I know how 
hard they are and how messy they are and how partisan they are. 
Budgets are the same way, approps are the same way. Congress 
hasn’t passed all 12 appropriations bills since 1996. Just because 
it is hard, does that mean we want stop doing it? 

I think no one ran on a campaign slogan that said send me to 
Washington so I don’t have to do anything hard, so I don’t have to 
take any messy votes, so that I don’t actually have to make any 
hard decisions. Ask yourself this, how often would you as Members 
of Congress be talking about the debt and the deficit if not for the 
debt ceiling? I can’t remember ever coming up on the floor of the 
House when we were there outside of that—yes, we talked about 
it during some of the appropriations mark ups and so forth, but 
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generally speaking it never came to the forefront. That is what this 
debt ceiling does and I happen to think it does it well. 

Ask yourself this question, would Congress be more or less likely 
to be prudent about how they manage their taxpayer dollars with 
or without the rule? Ask yourself this, would our debt situation be 
better or worse if we didn’t have the bill? Yes, we have not fixed 
it and yes the long-term trends are very bad, but would it be better 
or worse if we had not had the debt ceiling rules available to us? 

The bottom line I think is this, the rule is not broken, the rule 
is not broken. The rule does exactly what it is supposed to do. It 
forces us to have a discussion that we otherwise would not have 
and from time to time allows us to pass legislation that we other-
wise would not pass. The debt ceiling gave us Gram-Rudman-Hol-
lings, the debt ceiling gave us the Omnibus Act of 1991, which led 
to a balanced budget by the end of that decade, the debt ceiling 
gave us the Budget Control Act of 2011. Were these fixes perma-
nent fixes to our deficits and our debts? No, they absolutely 
weren’t. In fact we voted as a body to undo a lot of those things 
as we moved forward. But we never would have had those without 
the debt ceiling. 

The rules are not broken, Congress is broken. And the reason it 
is so hard to do this, it doesn’t have to be hyperbolic. There is noth-
ing in the rule that says this has to be divisive and hyperbolic and 
brinkmanship. That is not in the rule. That is how you as—that 
is how we addressed that as a body when I was there. The rule is 
not broken, Congress is not broke—excuse me, Congress is what is 
broken. And I think what we should be spending our time on is fix-
ing that. I think if you fix that, you get a chance to fix the debt 
ceiling, you get a chance to fix the appropriations process, you get 
a chance to fix the budget process. And by doing that, you get bet-
ter fiscal outcomes. 

So I hope we get a chance to talk all about that again today and 
I really appreciate the chance to be here. It is great to see so many 
friends and colleagues. 

And thank you for your time. 
[The prepared statement of Mick Mulvaney follows:] 
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Chairman YARMUTH. I thank the gentleman for his remarks. 
We will now begin the question and answer portion of the hear-

ing. 
I defer my questioning until the end, so I now recognize the gen-

tleman from New York, Mr. Jeffries, for five minutes. 
Mr. JEFFRIES. Thank you, Mr. Chairman, for convening this very 

important hearing. I thank all the witnesses. And, Mr. Mulvaney, 
it is good to see you. Welcome back to the people’s house, even if 
it is virtual. 

Mr. Mulvaney, you ran the Office of Management and Budget for 
President Trump before becoming his chief of staff, is that right? 

Mr. MULVANEY. That is correct. I think I ran OMB for two years. 
I ran it from February 17 through about December 18. 

Mr. JEFFRIES. Is it fair to say that many Republicans only care 
about the debt and deficits when there is a Democrat in the White 
House? 

Mr. MULVANEY. I think it is fair to say that not as many Repub-
licans care about the debt and deficit as I want them to. I will 
never forget, I was walking down the hallway early in my days in 
Congress, what we all referred to as the ‘‘ old bulls’’ . I honestly 
can’t remember his name, so I am not shielding him, and I just got 
there in the Tea Party wave and he looked at me and he says, oh, 
you are Mulvaney, you are one of those fiscal hawks. And I said 
yes and he laughed. He said yes, you know, you all came around 
a little bit with Newt and then you left and I was here. You were 
around a little bit with Reagan, you left and I was here. And now 
you are here and I am here, you are going to leave and I am still 
going to be here. There are Republicans who love spending money 
just as much as Democrats do. 

Mr. JEFFRIES. Well, thank you, Mr. Mulvaney. 
And I think this is consistent with what you once said, which is 

my party is very interested in deficits when there is a Democrat 
in the White House. The worst thing in the whole world is deficits 
when Barack Obama was the president. Then Donald Trump be-
came president and we are a lot less interested as a party. You 
said that on February 19, 2020. 

Now, in 2017 Republicans passed the ‘‘GOP tax scam’’ where 83 
percent of the benefits went to the wealthiest 1 percent, is that cor-
rect? 

Mr. MULVANEY. Was that the official name of the bill? I don’t re-
member that. 

Mr. JEFFRIES. That is the informal name. 
Mr. MULVANEY. OK. 
Mr. JEFFRIES. It is the affectionate name for a very interesting 

piece of legislation to subsidize the lifestyles of the rich and shame-
less. 

But in terms of that particular bill, it is estimated that it in-
creased deficits by $1.9 trillion over a 10 or 11 year period of time. 
Is that correct? 

Mr. MULVANEY. I have not seen that estimate. What are you 
looking at, Hakeem? 

Mr. JEFFRIES. It actually came from the Congressional Budget 
Office. 
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Now, during President Trump’s time in office the national debt 
rose by approximately $7.8 trillion. Is that correct? 

Mr. MULVANEY. Again, I don’t have the numbers in front of me, 
but it sounds about—we increased the deficit considerably during 
the Trump Administration, yes. 

Mr. JEFFRIES. All right. $7.8 trillion, that is a record amount 
over a 4-year period of time. Yet, despite opposing the ‘‘GOP tax 
scam’’ and all the other reckless spending that is country was 
forced to absorb, Democrats in Congress voted to increase the debt 
ceiling three times because that is the responsible thing to do as 
Leader Steny Hoyer indicated. 

But it also has become a political weapon often used with great 
hypocrisy, as you yourself eloquently articulated in England sev-
eral years ago. And that is why I believe the responsible thing to 
do is to move beyond it. 

Let me ask Dr. Sheiner, am I correct that the United States is 
the only major, high-income, industrialized nation to have a debt 
limit? 

Dr. SHEINER. I actually don’t know the history of the debt limit 
across countries. I think, as Representative Hoyer said, that Den-
mark has one, but that it is not binding. But it is very unusual 
across countries to have this kind of weird rule that says you pass 
money and then you have some other law that—inconsistent with 
what—the other law that you have passed. 

Mr. JEFFRIES. And what was its intention when it was created? 
Dr. SHEINER. So, again, not aneconomic historian, but from what 

I understand it was, again as Representative Hoyer said, to allow 
Treasury more flexibility than they had in order to borrow money 
to keep the country rolling, so. 

Mr. JEFFRIES. And am I correct that debt limit is simply de-
signed to allow the Department of Treasury basically to pay the 
bills that Congress has already acquired? Like if you were not to 
do that you would be blocking a checking account from paying off 
a credit card bill that you have already accumulated? True? 

Dr. SHEINER. Exactly. Congress passes something that says 
Treasury pay this person $100 and then the debt limit says but you 
can’t. 

Mr. JEFFRIES. Is there any evidence to suggest that the debt 
limit has ever incentivized a Democratic or a Republican controlled 
Congress to reduce spending? This is particularly apropos given 
what we saw explode during the Trump years, particularly in 2017 
and 2018. 

Dr. SHEINER. I think if you look at the history of the debt ceiling 
you will find that it has not had any material effect on deficits. 

Mr. JEFFRIES. Thank you very much. 
I yield back the balance of my time. 
Chairman YARMUTH. The gentleman’s time has expired. 
I now recognize the Ranking Member, Mr. Smith, for 10 minutes. 
Mr. SMITH. Thank you, Mr. Chairman. 
Before proceeding further, my fellow Republicans on this Com-

mittee and I, we sent you a letter over two months ago calling for 
an oversight hearing on the $2 trillion of so called COVID–19 re-
lief, the legislation that was signed into law in March 2021. In our 
letter, Mr. Chairman, we highlighted numerous examples of waste 
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and mismanagement of that funding, including millions of dollars 
spent to build parking lots in South Carolina, millions to plant 
trees in New York, build golf courses in Florida, and it even sent 
Japanese citizens living in Japan and convicted prisoners $1,400 
stimulus checks, not to mention the billions diverted from the 
COVID–19 purposes, like testing supplies and the strategic na-
tional stockpile to house illegal immigrants at the Southern Border. 

All of it, frankly, Mr. Chairman, cries out for more oversight by 
this Committee on the Administration’s COVID spending. Given 
that the White House is reportedly now asking for more funding 
to supposedly combat COVID–19, now more than ever we ought to 
be holding a hearing on how the Administration has spent or how 
they have misspent the trillions already handed to it. Particularly, 
Mr. Chairman, if we are going to take the time today to talk about 
how to loosen congressional oversight over spending, I would like 
to ask unanimous consent to include this letter we sent to you in 
the record for today’s hearing, Mr. Chairman. 

Chairman YARMUTH. Without objection. 
Mr. SMITH. Thank you, Mr. Chairman. 
[Letter submitted for the record follows:] 
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Mr. Mulvaney, great to have you. As I am sure you heard during 
your time as a Member of Congress, whenever there is a discussion 
around raising the debt limit, our Democrat colleagues predict 
there will be catastrophic impacts accompanying a U.S. credit 
downgrade that they say will occur if the limit is not raised quickly 
and without debate. They are eager to cite the S&P downgrade of 
U.S. credit that occurred at the time of the 2011 debt limit debate, 
claiming that downgrade was a consequence of the debate and dis-
cussions that occurred, the premise being that negotiating about 
how to handle America’s debt crisis, rather than just thoughtlessly 
lifting the debt limit. 

Is it itself a threat to our credit rating? 
Mr. Mulvaney, can you speak to the circumstances surrounding 

that decision by S&P at that time and what they said some of the 
reasoning was behind that decision? 

Mr. MULVANEY. Sure, Jason, because I was there in 1911 during 
the showdown over the debt ceiling. I remember the S&P crisis, the 
S&P downgrade. I don’t know how many Members of this Com-
mittee were here at that time. 

But, yes, it has always surprised me how that history has been 
revised, the history has been portrayed that it was because of the 
fight, because of the debt ceiling fight that we got the downgrade. 
That is actually not true. If you go and look at the S&P report, 
which I have got in front of me—you know, I will read sections to 
you. It says we lowered our long-term rating on the U.S. because 
we believe that prolonged controversy over raising statutory debt 
ceiling and the related fiscal policy debate indicate that further 
near-term progress containing the growth and public spending 

[inaudible] or in reaching an agreement on raising revenues is 
less likely than we previously assumed. We also believe that the 
fiscal consolidation plan that Congress and the Administration 

[inaudible]. So they downgraded us after the deal. 
The one they agreed to this week falls short of the amount we 

believe is necessary to stabilize the government debt burden by the 
middle of the decade. And they go on to say that our opinion is that 
elected officials remain wary of tackling the structural issues that 
effectively address the rising U.S. public debt burden in a manner 
consistent with a AAA 

[inaudible]. Republicans and Democrats have only been able to 
agree to relatively modest savings on discretionary spending while 
delegating the Select Committee decisions on more comprehensive 
measures. 

It had nothing to do with the fight and everything to do with the 
compromise that came out—we got downgraded. The S&P knew 
that we didn’t solve our problem. Did we kick the can down the 
road? Yes. And they were finally holding us to account over it. 

So I know that that is not the history that gets told to the press. 
I know it is not the history that gets told in politics. That the rea-
son we got downgraded and could get downgraded again is not be-
cause we bicker over the debt ceiling. We always raise the debt 
ceiling. Everybody knows we are going to raise the debt ceiling. It 
is what we do. The question becomes, what do we do as part of 
raising the debt ceiling? Do we spend less or do we spend more? 
Keep in mind, and Mr. Hoyer will remember this, the Democrats 
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only agreed to help us raise the debt ceiling in the Trump Adminis-
tration if we spent more money. So the leverage works both ways, 
depending upon who is in charge. 

So the debt ceiling, again, not the problem. Congress is the prob-
lem and changing the debt ceiling isn’t going to make a difference. 
It probably will just make it worse. 

Mr. SMITH. You know, Mr. Mulvaney, Congress is now facing an-
other debt limit discussion within the next year or so. And perhaps 
sooner if more of the $7.5 trillion in new spending House Demo-
crats have passed becomes law. 

As you know, the debt limit has often been paired with spending 
restraints or other long-term policy to reign in deficit spending, like 
you pointed out. But given that the 2011 S&P downgrade was a re-
sult of the markets having no confidence that Washington would 
curb its appetite to spend, and since we are facing a new debt limit 
crisis end of this year, when that next conversation over the debt 
limit occurs, what specific reforms do you think, Mick, that Con-
gress should consider as part of any potential debt limit increase 
apart from just abolishing the debt limit, like Democrats are pro-
posing? Should Congress consider bringing back caps on annual 
spending or other such policies that—put into law real spending re-
straints? 

Mr. MULVANEY. Jason—excuse me, Mr. Chairman, you know, my 
gut tells me caps would be great. But keep in mind we did that in 
2011 and then all Congress did every two years was raise the caps 
again. So even when we took those hard decisions in 2011 to do the 
Budget Control Act, we let ourselves out of that every two years 
as we went forward. And as a result—again, I think it was Dr. 
Sheiner who mentioned that, you know, the Budget Control Act 
didn’t really have that much impact on long-term debt and she is 
right. But it really wasn’t the fault of the Budget Control Act as 
much as it was of Congress relieving itself of those burdens. 

Look, we can go through a budget if you want to. I can’t do it 
in three minutes, but if you want to start with places that I actu-
ally think there is a basis for compromise, was that we had really 
good discussions when I was in Congress about fixing some of the 
entitlements. Put Medicare aside for a second, it is really, really 
hard to do because it is a defined contribution, undefined benefit 
program. But Social Security is the type of thing that needs to be 
fixed and can be fixed. And it might not be politically easy, but it 
is mathematically easy. All of those programs are moving toward 
insolvency by the time that 

[inaudible] needs to retire, so it probably doesn’t affect him, but 
when you and I retire, Jason, I think we are looking at automatic 
across the board 20 or 25 percent Social Security payments unless 
Congress does something now. 

So, yes, is there stuff that we could do to get our fiscal house in 
order? Yes. But generally speaking, what you have to do is just— 
going to spend money more wisely, you are going to spend less 
money when you can. And take fiscal matters seriously. The debt 
ceiling gives you an excuse to be rid of it. I am not sure when you 
are ever going to discuss deficits and debts anymore. 

Mr. SMITH. You know, Mick, you have put together budgets, both 
as a House Member and at OMB, and the gentleman from New 
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York who spoke right before me, tried to criticize the Tax Cut & 
Jobs Act. And whenever you are looking at budgets, you have to 
pay attention to the revenues coming into the country. And I would 
like to point out for the record that the tax revenues that came in 
last year was at 18 percent. That is the highest in 52 years. That 
follows President Trump’s Tax Cut & Jobs Act. This year alone we 
are right at 28 percent for this year. And that is under the Tax Cut 
& Jobs Act that was passed under this Administration. So these 
higher revenues is how you put together a budget. 

But also something you do when putting together a budget is you 
calculate inflation. Given, Mick, that the inflation has proven not 
to be transitory, regardless of what Chairman Yarmuth says and 
what the Biden Administration says, if you were at the OMB today 
what sort of inflationary projection might you apply when drafting 
the President’s Fiscal Year 1923 budget? 

Mr. MULVANEY. Yes, when he mentions that inflation is transi-
tory, I keep asking what thar means, because last time I checked 
life is transitory, so it could be around forever for my lifetime and 
it would still technically be transitory. Everything is transitory. 

[inaudible] 
You know, the inflation numbers are tough. I haven’t gone back 

to look at the Administration’s picture yet as to what their projec-
tions were for this year. For those of you who aren’t familiar with 
this process, when you write a—well, of course you are—— 

Mr. SMITH. They projected 2.1 percent for this year. That is what 
the Administration projected. 

Mr. MULVANEY. You have to project out for 10 years what you 
think the inflation numbers are going to do. And what they really 
need to do is—I would be curious to see. They always—this week? 
Is the budget due out from the Administration this week? 

Mr. SMITH. No, it was due last week. They are late again. But 
last year, of course, was the latest budget in the history of America 
for any president. 

Mr. MULVANEY. Yes. And I would be curious to see what their 
inflation projections are. Will it be 7 percent this year and then 6 
and then 5, or will it go back to 2.1? Because, you know, inflation 
at a real level of 5 or 6 percent, it drives deficits in a huge manner. 

Mr. Jeffries I think was correct. I think that Donald Trump did 
set a record for the amount of deficit in any four year term by any 
president, but my—I would be willing to bet anybody in this Com-
mittee that that number is going to be blown away from the 4- 
years of the Biden Administration. 

Mr. SMITH. I will just say, Mick, with the budget that was pro-
posed last year of $68 trillion and all of the spending that Nancy 
Pelosi has done as Speaker of the House in the last three years, 
if you used all the taxes that have been collected since our country 
was founded, you couldn’t even pay for all that spending. That is 
how unconscionable this spending is right now. 

Thank you, Mick, for being before our Committee. 
Chairman YARMUTH. The gentleman’s time has expired. 
I now recognize the gentleman from Pennsylvania, Mr. Boyle, for 

five minutes. 
Mr. BOYLE. Well, thank you, Mr. Chairman, for holding this 

hearing. And I want to thank the Committee as well. 
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As you know, my enthusiasm for this issue, I have worked on it 
for the last seven years now. So I appreciate you and the Com-
mittee holding this hearing. 

And as Steny Hoyer, Leader Hoyer, already previewed, I thank 
you, as well as Senate Majority Whip Durbin, for joining me to co- 
author and introduce the Debt Ceiling Reform Act, which we intro-
duced yesterday. 

And let me talk about that a little bit, because something—and 
it is great to see my good friend Mick back with us. I was always 
sad when he got demoted to the executive branch. So it is great to 
see Mick back homewith the first article of the Constitution: Con-
gress. Mick expressed a real confidence or a certitude. I think he 
said something to the effect of well, we know we are going to raise 
the debt ceiling, we always raise the debt ceiling. I wish I shared 
that 100 percent certainty. One of the reasons why I started work-
ing on this seven years ago was because of my increasing fear that 
god forbid because of our increasing political dysfunction, at one 
point in the future we will fail either by intention or more likely 
by accident not to raise the debt ceiling. That would be calamitous. 
And, no, Ranking Member Smith, it is not just Democrats who will 
point out it is calamitous, it is economists across the ideological 
spectrum. In fact, one thing that has always stuck with me is I re-
call—this would have been about three, four years ago now, on the 
Ways and Means Committee, when I asked then Secretary 
Mnuchin—I asked him, because I supported his push to raise the 
debt ceiling at that point, and I said could you describe for us what 
would be the consequences if Congress failed to raise the debt ceil-
ing. And he replied, Congressman—he stuttered a little, but he 
said, Congressman, the consequences would be so catastrophic I 
can’t even begin to describe them. That was Donald Trump’s sec-
retary of the Treasury and, indeed, every treasury secretary of my 
lifetime of both parties has pushed for raising the debt ceiling. 

So, Dr. Sheiner, I will ask you—and just let me—actually, before 
I turn to Dr. Sheiner, let me explain real quick about my legisla-
tion, the Debt Ceiling Reform Act. It actually would not eliminate 
the debt ceiling, but it would take it away from this increasing po-
litical dysfunction that we see in Congress. It would vest in the 
Treasury secretary the authority to raise the debt ceiling while still 
reserving to Congress the authority to overrule that decision if 
Congress ever wanted to exercise that authority. It would improve 
the mechanism and take away that catastrophic possibility of one 
day failing to raise the debt ceiling and plummeting us into a 
worldwide depression. 

So, with that, let me invite in Dr. Sheiner. If you wanted to per-
haps describe some of the consequences that Secretary Mnuchin 
couldn’t even imagine if we were one day to fail to raise the debt 
ceiling. 

Dr. SHEINER. So back in last fall I totally agree with you, I was 
not 100 percent sure that we weren’t going—that we were going to 
raise the debt ceiling in time. It seemed like possible that actually 
we would step into the breach. And we though quite carefully—I 
wrote something with my colleague, Wendy Edelberg, about what 
would happen if that occurred. And there was a lot of uncertainty 
because we thought—I mean, clearly, if we have an impasse that 
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lasts for any material amount of time, that is quite devastating to 
the economy. If it turns out that, you know, the federal government 
has to keep delaying payments, then that means the federal gov-
ernment is spending much less than what it was before and peo-
ple’s incomes are down. And that in itself has been projected to 
cause a recession. So the Federal Reserve has done projections. 
They did projections in 2011. They though a month impasse would 
cause a short recession. 

What we really don’t know is what the whole—what it would 
look like because Treasury had a plan in 2011 that if people 
thought they would follow again, which is that they would still pay 
principle and interest, but they would just delay payments to ev-
erybody else. They would just like wait until they had enough cash. 

Mr. BOYLE. Yes. And let me—— 
Dr. SHEINER. Yes. 
Mr. BOYLE. And, Dr. Sheiner—just because I only have nine sec-

onds left. 
Dr. SHEINER. Yes. 
Mr. BOYLE. Perhaps you will get a chance to expand upon that 

with someone else. 
So let me just conclude with this. And I say sincerely to my Re-

publican colleagues on this committee, I think the idea that I have 
come up with, it is not inherently liberal or conservative or Demo-
cratic or Republican, it would give Treasury secretaries of both par-
ties this authority. And I think it is a responsible mechanism far 
better than the one we have. 

So I would encourage my Republican colleagues to take a look at 
it, to contact me if they would like to be supportive, if they would 
like to offer suggestions. I do think this is something that we need 
to fix before it is too late. 

Thank you, Mr. Chairman. 
Chairman YARMUTH. Thank you. The gentleman’s time has ex-

pired. 
I now recognize the gentleman from California, Mr. McClintock, 

for five minutes. 
Mr. MCCLINTOCK. Thank you, Mr. Chairman. 
It is interesting, the Democrats began this session with the budg-

et hearing on restoring Congress’ power of the purse. Now we are 
hearing how Democrats want to relinquish Congress’ constitutional 
power of the purse to the executive branch to establish debt levels. 
This is the topsy turvy we have come to expect from the majority. 

The debt limit is a speed bump. It is designed to prompt the Con-
gress to ask what it is doing wrong when we find ourselves spend-
ing more than we are taking in in revenue. And it has worked re-
peatedly over the years. The Democrat witnesses who say it has 
had no effect on budget reforms is simply wrong. The Balanced 
Budget Emergency Deficit Control Act of 1985 and its extension 
and the PAYGO provisions of 1997 and the Pay As You Go Act in 
2010 and the Budget Control Act of 2011, they were all enacted as 
part of the debt ceiling negotiations. 

Now, it is true the debt limit is not a panacea, but it is a useful 
tool. 

And the crux of the problem is that in the last 10 years while 
inflation and population have grown a combined 27 percent, rev-
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enue has grown 58 percent. That is with the Republican tax cuts. 
Revenues have grown twice as fast as inflation and population 
combined. The problem is the spending in the same period has 
grown 89 percent. And that spending would be even higher, and 
with it our debt, if it wasn’t for the reforms over the years that 
were enacted because of the debt ceiling discussions. 

But the Democrats don’t even want to have those discussions 
anymore. They are proceeding on the assumption the federal gov-
ernment can spend unlimited amounts of money with no con-
sequences. And the problem with that is there are consequences. It 
turns out all of that free money is very expensive. The fact is, gov-
ernment can’t put a dollar into the economy that it first hasn’t 
taken out of the same economy. And there are only three ways to 
do that. Either current taxes, which rob you of your current pur-
chasing power, borrowing, which robs you of your future pur-
chasing power, or printing money, which robs of every time you go 
shopping by reducing the value of your earnings while it silently 
hollows out your savings and retirement funds. That is the 7 1/2 
percent inflation rate that is being caused by these trillions of dol-
lars of free government money. What that means is, if you earn 
$50,000 a year, inflation just took $3,750 from your annual pur-
chasing power. If you have managed to put aside $100,000 for re-
tirement, the December inflation rate just took $7,500 of that. That 
is the consequence of excessive debt financed by monetary policy. 

And the crux of the Democrats’ argument appears to be that an 
impasse on the debt limit risks a catastrophic default on our debt 
payments. You may remember that during the Obama Administra-
tion they argued the same thing. I introduced the Full Faith and 
Credit Act and then the Default Protection Act to make it crystal 
clear the Administration did have the full authority to prioritize 
payments to protect the nation’s credit. They both passed the 
House without a single Democrat supporting them. Democrats in 
the Senate refused to take them up. But, frankly, these measures 
were superfluous. The organic law that established the Treasury 
Department in 1789 specifically gives the Treasury secretary the 
authority and responsibility to ‘‘manage the revenue and support 
the public credit’’. And the GAO clearly spelled out what that 
means to the Senate Finance Committee way back in 1985. They 
said Treasury is free to liquidate obligations in any order it finds 
will best serve the interest of the United States. Meanwhile, the 
Constitution commands that the public debt is not to be ques-
tioned. Prioritization is the practical mechanism for doing that. 
Most state constitutions provide first call on any revenues is to 
maintain and protect their sovereign credit. 

This is simply a canard. We discovered that even while the 
Obama Treasury Department was denying that they had the abil-
ity to prioritize to protect debt payments, they were actually mak-
ing preparations to do so. And we also discovered documents re-
vealed the Federal Reserve officers were appalled when they Ad-
ministration denied their intention to give priority to debt pay-
ments because such statements they said contribute in panicking 
credit markets. That is exactly what we are hearing from the 
Democrats and their witnesses on this committee and from this Ad-
ministration. 
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And, with that, Mick, do you have anything to add? 
Mr. MULVANEY. You know, I was going to say that, Tom, you are 

absolutely right. If the concern here is that we will miss it by acci-
dent, then clarify prioritization. The Obama Administration 
thought we could do it, I thought we could do it when I ran OMB, 
but some folks say that we can’t. So let us clarify it. Say, OK, so 
the sovereign debt gets paid first, you know, as Hensley pointed 
out in his 

[inaudible] just except sovereign debt from the debt ceiling so you 
focus on discretionary and mandatory spending. 

There are all sorts of ways to address these issues without get-
ting rid of the debt ceiling. 

Now, one of the best four minute summaries I think I have heard 
on this topic on a long time. I do miss being there. 

Mr. MCCLINTOCK. I yield back. 
Chairman YARMUTH. Thanks. The gentleman’s time has expired. 
I now recognize the gentleman from North Carolina, Mr. Price, 

for five minutes. 
Mr. PRICE. Thank you, Mr. Chairman. And thanks to all of our 

witnesses. Particularly happy to welcome back our former col-
league, Mr. Mulvaney, who for years shared the representation 
with me in our delegation of the Carolinas. 

Mr. Mulvaney has offered a kind of a revisionist history here this 
morning. And I want to maybe set up a chance for our other panel-
ists, perhaps starting with Dr. Blessing, our economic historian, 
but others are welcome to chime in. I want to set up a dialog re-
garding some of issues directly relevant I think to assessing how 
the debt limit works in practice. 

The Budget Control Act of 2011 was the direct result of the debt 
ceiling debate of that year. I would agree, it was a gift that kept 
on giving. I don’t share the positive assessment of the way it 
worked in practice. 

But, first of all, Dr. Blessing, this notion that the S&P down-
grade that came after that projected debate, that it really had very 
little to do with the debt ceiling, that the S&P downgrade was 
about—I guess Mr. Mulvaney is saying it probably would have 
been imposed even without the debt ceiling debate because it really 
had to do with our levels of indebtedness. Would that be your un-
derstanding of that downgrade and what precipitated it? 

Dr. BLESSING. Sure. The credit agencies were threatening down-
grade from earlier in the year. They had also threatened down-
grade in previous episodes of debt ceiling brinkmanship., including 
1995 to 1996. So this is something that they have threatened in 
connection specifically with debt ceiling problems in the past. 

Mr. PRICE. It was directly linked to the debt ceiling prospect, 
that—the prospect that was posed of default? 

Dr. BLESSING. Yes. 
Mr. PRICE. Alright. Now, the give that kept on giving, the Budget 

Control Act. The Budget Control Act was a symbolic gesture. It put 
forth for 10 years budget ceilings that were kind of talking points. 
They were totally unrelated to budget reality, appropriations re-
ality, but they did have an effect. They did have an effect because 
for 10 long years we had drama every other year. We required four 
two year budget agreements, but it didn’t come easily. It came at 
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the end of the budget cycle. A lot of drama, a lot of threatened 
shutdowns, and then finally an adjustment to more realistic budget 
numbers. 

Would you regard that as a positive history? I mean there is a 
case to be made of course for budget parameters that last for two 
years, maybe even five years. But do you require a budget ceiling 
showdown to get that result or to adopt those kinds of parameters? 

Dr. BLESSING. The general understanding of sequestration is that 
it is really troubled in an already troubles appropriations process, 
particularly over the past decade. It has also been difficult for the 
exact same reasons as the first time we tried. It is both difficult 
for appropriators as well as it doesn’t substantially lend itself to, 
you know, controlling the debt. 

Mr. PRICE. Right. So the Budget Control Act in a sense disrupted 
that process rather than facilitated a kind of orderly budget proc-
ess. 

Well, then let us think about the Trump tax cuts, the kind of ad-
justments that were required in the debt ceiling in the last decade. 
Is it true that the Trump tax cuts required major adjustments in 
the debt ceiling? And is it not true that—going back here to what 
Mr. Hoyer said—is it not true that the Democrats tried to break 
the fever on this? Tried to say we shouldn’t be making this kind 
of a showdown, purely political showdown, every time we need to 
raise the debt ceiling. Raised in fact three times, cooperated in 
that. And so it was an unpleasant surprise in the current Adminis-
tration when Republicans reverted to that kind of adamant refusal. 

What would you say about that? 
Dr. BLESSING. Vis a vis your first question, when Congress voted 

on the Tax Cuts & Jobs Act in 2017 the estimated cost was $1.5 
trillion over 10 years. It is re-scored to be more than that. I believe 
CBO re-scored it to be about $2 trillion over 10. So that, in addition 
to all other spending, both tax expenditures as well as appropria-
tions, is going to add to the debt ceiling. 

Vis a vis partisanship and difficulty raising the debt ceiling, both 
parties over a very large historical span of time have both played 
political hardball with it. We are in the most dangerous period 
right now, from 2011 to the present time, which has been particu-
larly exaggerated because default is actually at risk. And I think 
we have all seen what happened this past December with that. 

Mr. PRICE. Well, just to revisit my question, did Democrats co-
operate in raising the debt ceiling three times over the past dec-
ade? 

Dr. BLESSING. Yes. 
Chairman YARMUTH. OK. 
Mr. PRICE. Thank you, Mr. Chairman. 
Chairman YARMUTH. The gentleman’s time has expired. 
I now recognize the gentleman from Pennsylvania, Mr. Smucker, 

for five minutes. 
Mr. SMUCKER. Thank you, Mr. Chairman. Thanks for holding 

this hearing. I would like to thank the Ranking Member as well. 
I had just a few points I would like to make. The first in re-

sponse to the charges that the TCJA contributed to the deficit. 
Now, I completely agree that during the Trump Administration 
that the debt increased significantly, more than I would certainly 
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have liked to have seen. But it wasn’t the TCJA, because if you are 
arguing that that contributed you essentially would be saying that 
the tax cuts that came as a part of that resulted in less revenue, 
which was absolutely not the case. In fact revenues were higher 
every single year after 2017. And in 2021 they are 22 percent high-
er than in 2017. So it wasn’t as a result of the TCJA, which, by 
the way, worked very, very well in bringing lots of jobs, lifting peo-
ple out of poverty, and so on, but did not contribute to less revenue. 

What contributed to the debt increase was more spending. And 
based on the record of the Biden Administration in its first year, 
we are going to see far higher debt increases during his adminis-
tration if we continue on this same track. 

Now, on whether we should have a debt limit, I think it is a good 
discussion and I think we are having a good discussion here today, 
but in some ways it feels sort of tone deaf to me. Americans are 
experiencing the highest inflation in 40 years. It is affecting their 
pocketbooks. I hear it throughout my district everywhere I go, and 
I am sure you all do as well. And Americans are going to see this 
hearing as the Democrats essentially asking for a blank check, to 
spend even more and contribute more to these inflationary policies. 

So it is sort of tone deaf. 
What we really should be talking about is the real problem that 

we have—$30 trillion in debt. It is unfathomable and in fact if you 
do a quick calculation, I think the debt went up just during the 
time of this hearing by another $120 million. Think about that. We 
know how it ends when countries overspend, over promise, and 
spend money we don’t have. And we are starting to see the effects 
of that. 

So back to the discussion on the debt limit, I get the concerns 
with it, but when else will we talk about? In fact the entire time 
we have been here in Congress I don’t remember much discussion 
about the problem with the debt. I don’t remember much discussion 
about spending much more money than we have. The debt limit at 
least forces to talk about it. And I would like to ask other members 
here. I would like to as the Democrat leadership, when will be the 
right time to talk about this excessive spending? When will be the 
right time to talk about the impact that the debt is going to have 
on future generations and on our economy in America? When will 
it be? At least when we are talking about the debt increase, it is 
one time, the only time, frankly, since I have been here, when we 
have at least some semblance of these discussions. 

And so, you know, my fellow representative, Representative 
Boyle, from Pennsylvania, you know, love to work with him to find 
solutions to ensure we put our country on a different track. But it 
feels like talking about the debt limit is sidestepping the major 
issue that we—— 

Mr. BOYLE. Would my fellow—— 
Mr. SMUCKER. I am sorry? 
Mr. BOYLE. So you invoked me, will my fellow Pennsylvanian 

yield just for a second? Because I will—— 
Mr. SMUCKER. I don’t want to give up my five minutes, but it is 

up to the chairman. 
Chairman YARMUTH. You can yield your time. 
Mr. BOYLE. Yes, I will just say—— 
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Mr. SMUCKER. Well—go ahead. 
Mr. BOYLE. I will just say briefly, I am happy to work with you 

or anyone else on this issue in good faith. I will point out the argu-
ment though that the debt ceiling is somehow—the drama around 
the debt ceiling and the dysfunction—— 

Mr. SMUCKER. All right. Now, I am going to need to retake my 
time, because I didn’t hear the chairman he would give me an—— 

Chairman YARMUTH. I will give you—— 
Mr. SMUCKER. OK. All right. Fine. Thank you. 
Mr. BOYLE. Thank you. We have a deal, see? 
I will say this, the idea that it is only the debt ceiling drama that 

is needed for us to talk about deficit and debt is not accurate. I 
would point out in 1992 Ross Perot built an entire independent 
Presidential campaign, the most successful since Teddy Roosevelt, 
got 19 percent. Literally his entire campaign was about deficit and 
debts and him hosing infomercials showing charts. And that wasn’t 
at all brought about by the debt ceiling issue. 

So, with that, I will yield back. 
Mr. SMUCKER. Yes, and I would like to thank you for that com-

ment because I think a real discussion around our debt and the fu-
ture of our financial responsibility in America is what is needed. 
So I would love to have that substantive discussion. 

But until we have other mechanisms that provide accountability, 
I have concerns about removing the debt limit. 

So, you know, we should be talking about a balanced budget, how 
can we get to a balance budget in 10, 20 years from now. These 
are the kind of discussions that I think we should be having. And 
we should be talking about redoing the Budget Act of 1974 to in-
sert more accountability in the process here in Congress. 

So, again, love to have those conversations with you. 
I am concerned about just the interest payments. And, Director 

Mulvaney, you know, we are going to see rising interest payments. 
It is already nine percent in the budget. This is going to crowd out 
other obligations, other priorities. Do you have any concern with 
that and what do you see that trajectory being over the next 10 
years or so? 

Chairman YARMUTH. Mick can answer the—you can answer the 
question and then your time—— 

Mr. MULVANEY. I mean it—I am not very good at math, but I 
mean—if interest rates are, you know, 6 percent, you are looking 
at $1.8 trillion in interest payments. I mean that is—it is a huge 
number. You are already looking at interest payments I think that 
are bigger than every appropriations bill except defense. It is just— 
it is a huge number and it is only going to continue to get bigger. 

Mr. SMUCKER. Thank you, Mr. Chairman, for your generosity 
there. 

Chairman YARMUTH. Thanks. Absolutely. The gentleman’s time 
has expired. 

I now recognize the gentlelady from Illinois, Ms. Schakowsky, for 
five minutes. 

Ms. SCHAKOWSKY. Thank you so much, Mr. Chairman, for having 
this hearing. 

Mr. Mulvaney, you said, you know, that is what we do, we pass 
the debt ceiling, we do it every time. And so what I am hearing 
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is that this is really a message opportunity. And I see it as a very, 
very political opportunity to raise this question at a time when so 
many Americans and businesses are at risk and very nervous 
about what happens. And my understanding from—I think it was 
Dr. Blessing saying that we don’t have any real evidence that that 
particular conversation or that threat has resulted in a reducing of 
the spending of the United States. And there are many, many op-
portunities. 

We have committees that deal with this, not just the Appropria-
tions Committee, but, you know, we have lots of committees that 
can hold hearings, et cetera. And I think it is really cynical to say 
that. 

And I wanted to talk to Ms. LaJuanna Russell about small busi-
nesses. 

You know, you talked about uncertainty, but I wondered if you 
could go into more detail about what that means. For example, let 
me say, if you are planning to expand or buy, you know, another 
outlet or raise the wages of your workers, or get access to capital, 
are these things affected when the question of the debt ceiling is 
looming? 

Ms. RUSSELL. Yes, yes. Thank you so much for the question. 
They are because people tend to stop. So if you are working with 

a bank and you are working with a financer, especially when you 
are looking at access to capital, which already for small businesses 
is a very difficult process, then organizations just stop because they 
have fear, they don’t know, they have uncertainty, small businesses 
may seem more of a risk. So while you are in a process to expand 
your business, to create tools that help your customers move for-
ward, you will end up with a stop. And then your business suffers 
because you cannot move forward. You have to kind of stay where 
you are and your growth is hindered. 

Ms. SCHAKOWSKY. Thank you. 
You know, I say it is cynical because, you know, I was on the 

Simpson-Bowles Commission. It was a commission over a decade 
ago talking about how we should deal with issues of debt. One of 
the major suggestions—fortunately it didn’t pass—was to cut Social 
Security. Entitlements were on the table. And so when you talk 
about the—you know, the debt ceiling, that is a reasonable con-
versation. But when you say that the consequence could be by not 
raising it Social Security actually being cut, Medicare, Medicaid 
being cut, don’t make any mistakes, people get nervous about that 
and they should. And that anxiety—even though you say, oh, well, 
that is what we do, we always pass it—is a real problem. Let us 
find other venues. 

I am just wondering, if I could ask Dr. Sheiner to talk about real 
life consequences to businesses, et cetera and investors from the 
debt ceiling. 

Oh, did I just run out of time? No, I have a minute. Go ahead. 
Dr. SHEINER. Yes, so I think we have seen that investors clearly 

react to the prospect of a debt ceiling. And you see rates on treas-
uries that are going mature right around the time the debt ceiling 
might bind, rising. You know, we haven’t—we have luckily so far 
not seen anything that has lasted a very long time. And so we have 
seen inklings of what would happen, but we haven’t seen, you 
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know, the—you know, the thing that we are most worried about is 
going over the cliff. 

But clearly I think you are right, that everything is going to seize 
up because it just creates a whole bunch of uncertainty for busi-
nesses, but for people too. Am I getting my Social Security check 
in time. It may be that eventually I will get it, but it might two 
weeks late, three weeks late. That is a very big cost to impose on 
people when you are going to go fix it later anyhow. 

It is just like this own goal, right. There is no reason to put the 
economy through this when we know you are going to—the only 
thing to do is going to be to raise the debt ceiling. 

Ms. SCHAKOWSKY. You know, we have shut down the government 
before for a time and we have seen all the public services stop, we 
have seen such a halting in the ability of ordinary people—ordinary 
people to get things done. 

So to have this conversation, let us find another way. This does 
not make sense and it is very hurtful. 

And I yield back. 
Chairman YARMUTH. The gentlewoman’s time has expired. 
I now recognize the gentleman from Georgia, Mr. Carter, for five 

minutes. 
Mr. CARTER. Well, thank you, Mr. Chairman, and thank all of 

the witnesses for being here. Mick, it is always good to see you, my 
friend. I am glad you are here, I am glad you are doing what you 
are doing. 

You know, the premise of this hearing is absurd. I can’t believe 
we are actually having a hearing to talk about doing away with the 
debt limit. You have got to be kidding me. I mean it is obvious the 
negative consequences of out of control spending and what they are 
having. Inflation is at a 40 year high right now. Do we realize that? 
A 40 year high. And instead of debating whether we should have 
a debt limit, we ought to be debating the real consequences that 
tax—that spending cuts should have in—on our debt ceiling. This 
is ridiculous. Our debt is not going away. 

Folks, I opened my small business on November 21, 1988. I bor-
rowed money for inventory, I borrowed money to get me started. 
I did not get a salary for two years. Nothing whatsoever. I set out 
to retire my debt and I did that. The first thing I did is I retired 
my debt, then I retired my mortgage. I haven’t owned anybody any-
thing since 1994. This is ridiculous that we have this kind of debt 
in our country. And it is not sustainable. We have seen it happen 
over history, over time, what it has done to countries. 

You know, some people talk about Japan and their enormous 
debt-to-GDP ratio. Well, folks, Japan’s GDP growth rate is abys-
mal. And similar things are happening right now in Italy. And 
some of you argue that the interest rates are lower than the 
growth rate and we can continue to roll over debt, borrowing new 
money to pay interest on old money. That is simply ridiculous. This 
is unsustainable. And who is going to be paying this? My children, 
your children, my grandchildren, your grandchildren. This is inter- 
generational theft. 

We have got to stop this. And to debate stopping one of the only 
things that makes us even think about it has been pointed out here 
by Mr. Mulvaney and by others. The only time we think about this 
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is when we come up against a deadline. And Mr. Mulvaney is right, 
that is the only time we do anything about it. And it does result 
in good fiscal policy. It does. 

Mr. Mulvaney, I want to ask you, CBO has noted that rising debt 
will result in less private investment and lower output and out-
come and a lower standard of living for Americans. In fact, their 
projections show that the long-term impact of debt rising to 200 
percent of GDP, which is where are headed with this budget, as it 
brings us to 117 percent, is a $9,000 annual income loss for Ameri-
cans. A $9,000 annual income loss. 

Mr. Mulvaney, are you concerned that the massive growth in 
debt will crowd out other spending and result in negative economic 
impacts? 

Mr. MULVANEY. Yes. And thank, Mr. Carter. Thanks. It is good 
to see you. 

I think we are all familiar with the term. Honestly I think you 
are seeing some of it now. You are already starting to see—I think 
one of the many reasons we are experiencing inflation is because 
the government has become so big. And, yes, I do worry about that 
in the near-term and in the long-term. This whole concept that, you 
know, the debt ceiling is the problem is just befuddling to me. I 
heard Dr. Sheiner mention that no good has come of it, but go 
down the list of all we have done in the past. You know, I men-
tioned Gram-Rudman, I mentioned the 1991 Act, the 2011 Act, Mr. 
McClintock did the whole list that goes back even further than 
that. Ask yourself this, what would you have done on fiscal policy 
if not for the debt ceiling? I mean show me a couple of pieces of 
legislation dealing with reducing spending and getting the fiscal 
house in order that wasn’t tied to the debt ceiling. 

And your point, Mr. Carter, is a good one and I wish my Demo-
crat friends would see it from this same perspective, which is, yes, 
it crowds out private sector spending, but it also crowds out other 
government spending. If you want money to spend on other govern-
ment programs it won’t be there because it is going to go to pay 
down the debt. 

So even if we disagree about how government should spend 
money, I wish we could agree that we would rather spend it on 
doing things than paying off debt in the past. And it worries me 
that people don’t look at that side of it. The interest payments by 
themselves are getting ready to be the largest single line item in 
our budget outside of—— 

Mr. CARTER. Absolutely. 
Mr. MULVANEY [continuing]. entitlements and that is a problem. 
Mr. CARTER. Just real quick, Mick, I want to ask you one other 

thing. If we were to reverse our fiscal trajectory and put the federal 
budget on a sustainable course, what would be some of the positive 
economic effects? 

Mr. MULVANEY. I think you would see less inflation, I think you 
would see more private investment. One of the good things that 
came from our Tax Cuts Act was we encouraged private invest-
ment, so you get growth without inflation. You got great growth 
right now, but you have got it with inflation, which is sort of run-
ning on a treadmill. 
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So there are all sorts of benefits that come from spending more 
money in the private sector and spending less in the government 
sector. 

Mr. CARTER. Great. Thank you so much. 
And I yield back. 
Chairman YARMUTH. The gentleman time has expired. 
I yield five minutes to the gentleman from New York, Mr. 

Morelle. Mr. Morelle, are you there? I don’t hear from him, so I will 
yield five minutes to the gentlewoman from California, Ms. Chu. 

Ms. CHU. Thank you, Mr. Chair. 
Ms. Russell, I wanted to expand on Congressmember Jan 

Schakowsky’s questions about small business. I am a Member of 
the House Small Business Committee, so I understand how the 
U.S. Government’s small business lending programs underpin so 
much of our economy, supporting business growth and employ-
ment. But what many of my colleagues may not realize is that the 
SBA’s loan guarantee programs frequently operate at zero subsidy. 
And that means that despite offering billions of dollars in govern-
ment backed loans to small businesses that otherwise would not se-
cure affordable financing on the private markets, these programs 
typically require no appropriations from Congress. They don’t cost 
our taxpayers anything. 

But a breach in the debt ceiling would be catastrophic for these 
programs, which do not even contribute to the federal debt. Even 
if SBA were to find a way to continue offering loans, they would 
require exorbitantly high interest rates because the government 
would have no other way to guarantee the loans. 

So could you spend some time talking about how these programs 
contribute to the small business economy and discuss the potential 
impacts to the lending environment if SBA could no longer offer 
low interest loans? 

Ms. RUSSELL. Thank you so much for that question. 
It is really, really important to understand how that little eco-

system works, right. Because SBA works with many banks across 
the country to work with small businesses. And those are banks 
that are taking on the guarantees from SBA and understanding 
how to work with small businesses specifically. And that is not nec-
essarily federal contracting small businesses, it is all small busi-
nesses across the board. 

So when you remove that, then you are talking about the mom 
and pop organizations, you are talking about small businesses that 
are in high technology, you are talking about such a huge part of 
the American economy. You know, in my comments we talked 
about 32 million small businesses. That is a huge number of Amer-
ican workers where that understanding of having some level of 
support from the Small Business Administration is critical to that 
business getting up and developed. 

Even for the gentleman speaking earlier about how he started 
his small business and now he is out of debt. Well, that is impor-
tant to understand because so many small businesses are start-
ing—I started my business without debt at all. I started my busi-
ness at my kitchen table with $500, right. And so while some have 
that opportunity, others may not have that opportunity. And so it 
is our responsibility to give them that opportunity because we 
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know and understand that small business is the undergird of this 
entire economy. SBAs and their ability to fund the small busi-
nesses, to get these ideas off the ground, it is incredibly. 

Ms. CHU. Yes. Well, thank you for that. 
Dr. Blessing, I wanted to discuss the impacts that debt ceiling 

hostage taking has had on government’s most important and basic 
functions, including the ability to collect revenue and promptly dis-
burse refunds during tax season. 

Debt ceiling standoffs, including the one perpetrated by the Re-
publicans in 2011, have not had any impact on reduced federal 
spending, but instead have allowed for Republicans to defund cru-
cial government services while spending more on their own prior-
ities, like tax cuts for the rich. Now, that is why the IRS’s oper-
ating function is 20 percent lower today, even when adjusted for in-
flation. And this is despite federal spending increasing between 
2010 and 2019. Defunding the IRS has led to a tax gap as high as 
$1 trillion annually, which means even more lost revenue to reduce 
the deficit. 

So the result is delay tax refunds, overburdened staff, and more 
difficulty getting much needed assistance during the busy crunch 
before tax day. And any similar stories can be told for similar es-
sential government functions. 

So can you talk about the impact that debt ceiling fights have 
had on essential government services like revenue collection and 
have these service cuts led to deficit reduction? 

Dr. BLESSING. You made a good point with drawing out all of 
these different elements that you put together connected to debt 
ceiling standoffs. And underfunding the IRS is an incredibly impor-
tant problem that we should definitely focus on. You know, when 
we have these different debt ceiling standoffs, when we underfund 
these different services, you know, there are real costs to the gov-
ernment and to our ability to collect what is on the books. You 
know, it is not a tax raise, it is simply, you know, collecting what 
is on the books. And the tax gap should be a really low hanging 
fruit item for reformers who are looking to kind of build a coalition 
for, you know, ways to start recouping some revenue in a serious 
way. 

Chairman YARMUTH. The gentlewoman’s time has expired. 
I now recognize the gentleman from Virginia, Mr. Cline, for five 

minutes. 
Mr. CLINE. Thank you, Mr. Chairman. 
I have been listening over the past hour and I have got to say, 

this disconnect that is going on right now is profoundly disturbing 
between one side that wants to pretend that there is nothing 
wrong, that we can continue to proceed as we have with spending, 
record spending levels, record deficits, record levels of debt, and 
that we don’t need to worry about debt limits anymore, and the 
other side which actually wants to have a frank and honest con-
versation about the looming crisis that we are facing right now. 

Director Mulvaney, thank you for being here. Do you believe we 
should be focused on stabilizing current important programs, like 
Social Security and Medicare, to make sure we can maintain them, 
or on expanding these programs and creating a bunch of new pro-
grams on top of them? 
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Mr. MULVANEY. Mr. Cline, thank you very much for the question. 
It is an easy answer. Yes, we have come to depend on Social Se-

curity and Medicare and Medicaid. Faced with that automatic—let 
us be clear—and I know you folks know this as well as anybody— 
for folks who might be watching this, those cuts are automatic. So-
cial Security, for example, is not allowed to borrow money. It can 
only operate with the funds that it has. The day that it runs out 
the money that is in the trust fund, it is going to have to unilater-
ally borrow. Last time I looked at it, which was three or four years 
ago, it was 22 percent. That—you want to talk about something 
that will be a shock to the system, would upset everything from 
small business to just social cohesion. Take Social Security and cut 
it 25 percent overnight. Those are the types of things you should 
be looking at. 

How do you shore up those programs before you look at doing 
new ones? You know, we will end up spending the money at some 
point in the future, but, you know, sooner or later people might 
stop lending you money or might not be happy with you printing 
more money. It is prudent to take care of the existing programs 
that help people before you start talking about expanding or cre-
ating new ones. 

Mr. CLINE. Right. The Social Security trustees project that the 
trust fund should become depleted in 2033. although the two funds 
are legally separate, they are often considered in combination and 
the trustees that the combined trust funds will be depleted in 2034. 
They projected last year that the combined trust funds would be-
come insolvent because incoming tax revenue would be sufficient to 
pay only about 78 percent of scheduled benefits. You have essen-
tially conflicting laws. Under the Social Security Act, beneficiaries 
would still be legally entitled to their full scheduled benefits, how-
ever the Anti Deficiency Act prohibits government spending in ex-
cess of available funds, so the Social Security Administration would 
not have legal authority to pay full Social Security benefits on 
time. 

Dr. Sheiner, you mentioned that there might potentially, if a 
debt ceiling weren’t increased, be a delay of a week or two in a 
check. Wouldn’t this be much, much worse than a delay of a week 
or two of a Social Security check? 

Dr. SHEINER. Oh, definitely, this would be much worse. But the 
debt ceiling doesn’t really have anything to do with it, right. And 
so the question is, what do we do to put Social Security on a sound-
er footing. And frankly this kind of rule that they couldn’t pay out 
money is very similar to a debt ceiling. It is like the people are en-
titled to the money, but the Treasury is not allowed to pay them, 
the Social Security Administration is not allowed to pay them. 
So—— 

Mr. CLINE. But you would agree—to reclaim my time—that if we 
can do something to set Social Security on a firmer foundation and 
a solid fiscal footing, that the need to increase the debt ceiling 
would reduce on a similar scale? 

Dr. SHEINER. It depends what we do. I mean you could imagine 
changing that rule and allowing general revenues to be used for So-
cial Security and then thinking about a more gradual deliberative 
process. 
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So it depends on what you did. 
Mr. CLINE. OK. Thank you. 
Director Mulvaney, similar question. Modern monetary theory, or 

MMT, using the word theory loosely, proponents insist that debt 
doesn’t matter because the government can never run out of 
money. We can always print more. Many of my colleagues on the 
other side are proponents of MMT and believe in increasing federal 
debt is essentially a free lunch. 

Do you believe that policies based on MMT would be harmful to 
the economy? And what would you expect that to be—the impact 
on inflation, which is already a problem? 

Mr. MULVANEY. Yes, you know, we heard the term earlier I think 
when the majority leader was talking about a de facto default. 
That, you know, when you don’t pay money you have appropriated, 
it is a de facto default. If I borrow $100 from you, right, I expect 
$100 back. But if you pay me back in money that is only work $.50, 
is that a de facto default as well? And that is what modern mone-
tary theory—so it looks that way, which is just we can print as 
much money as we possibly want. 

My problem with MMT, Mr. Cline, is that it is right until it is 
not. Certainly I am sympathetic. I mean there have been folks like 
me saying that the end would be—was nay for 30 years. In fact, 
during Reagan we were worried about the debt and deficits, right. 
And it hasn’t come up to bite us yet. I feel sometimes like I am 
a guy on the corner standing up holding the sign saying, you know, 
repent, the end is near. Sooner or later, though, I am going to be 
right. But MMT works until it doesn’t. And I am not really sure 
how you get out of the box after you have printed all of that money 
or borrowed all of that money. How do you then get it back? You 
don’t. So you either deal with dramatic economic slowdowns, infla-
tion, loss of trust in the system. Nothing good comes from MMT. 

Mr. CLINE. Yes, but devaluation of your currency and your econ-
omy is in shambles. 

I yield back, Mr. Chairman. Thank you. 
Chairman YARMUTH. The gentleman’s time has expired. 
Now, I yield five minutes to the gentlewoman from Texas, Ms. 

Jackson Lee. 
Ms. JACKSON LEE. Thank you very much, Mr. Chairman, and 

thank you for this hearing. 
Let me just place in the record that the debt ceiling is a fixture, 

a some would say figment of your imagination in terms of its valid-
ity for making us fiscally sound and responsible. It is obviously 
something that the Congress delegated the authority to the execu-
tive branch in terms of paying our bills, but then placed a ceiling 
or limit on the total amount of the debt that could be outstanding. 
It has no effect, as has been said often, on federal spending or the 
amount we need to borrow. It only restricts the Treasury Depart-
ment’s ability to honor financial commitments. 

In fact, what I would argue is that it creates havoc. And the 
havoc can be enormously difficult to address. 

So I want to pose these questions in particular. 
And I want to start, Ms. Russell, with you. And thank you so 

very much for being here. I would like to say that my life has been 
spent on championing small businesses because I very much agree 
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with your testimony. You are the economic engine of this nation. 
And I just want to recite 32.5 million small businesses and grow-
ing. And particularly women-owned businesses, though they have 
been impacted severely by the pandemic. And then 61.2 million 
people. 

So give me your sense of havoc being created by a debt ceiling 
on average working Americans. And my time is short, so if you can 
be succinct so I can ask questions to others. 

Thank you very much and thank you for your testimony. 
Ms. RUSSELL. Thank you so much for the question. 
Yes, I mean so we have to remember that a business is made up 

of people and people make up the communities are made up of 
other small businesses. And we are all that ecosystem that con-
tinue to thrive of each other. So when one element—and we keep 
talking about this as if it is one element and one little piece of 
something—this piece of something impacts the entire ecosystem of 
small businesses. If I am not going to work then that means my 
cleaners is not going to have payment, my coffee shop isn’t going 
to have payment, the place I go to lunch isn’t going to have pay-
ment, the place where I would take my child isn’t going to have 
payment. It is an entire ecosystem that we have to consider that 
is disrupted every time we decide that we are going to use the debt 
ceiling as a poker chip in a political discussion. 

Thank you. 
Ms. JACKSON LEE. Thank you. 
Dr. Blessing, all kinds of havoc have been proposed. Our chil-

dren, our grandchildren, our grandchildren’s children are then 
going to be loaded down with debt. Does the debt ceiling make a 
difference on being loaded down with debt? 

And then can you speak to the debt ceiling being lifted, modified, 
on the impact of we won’t be able to pay Social Security, we won’t 
be able to provide for Medicare and Medicaid, which are obviously 
very strong anchors of survival for Americans. I have got constitu-
ents who get their $700 check and that is the only thing they get 
to survive on. 

Dr. Blessing? 
Dr. BLESSING. Excellent questions. 
The debt ceiling does not function to effectively control debt, to 

answer your first question. You know, there is—and, you know, in 
terms of the importance of of continuing to pay for Social Security, 
absolutely. You know, this is not something that is—you know, 
there are so many different reforms that we could make at the debt 
ceiling that would be really productive, whether it is abolishing it 
or something very clean, like the newly introduced Boyle bill. And, 
you know, Social Security is not connected to the abolition of the 
debt ceiling. 

Ms. JACKSON LEE. Dr. Sheiner, let me ask you the question of 
havoc and what happens if—wouldn’t it give an opportunity for 
Congress to be more responsible because they could remove from 
their decisionmaking political shenanigans? But let me also say 
that I am glad to see my good friend, Mick Mulvaney. He might 
want to comment. He wants Congress to be better. Removing the 
debt ceiling might get us at the table of compromise and engage-
ment. 
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Dr. Sheiner—we want to be fiscally responsible, not create a po-
litical explosion. Dr. Sheiner? And maybe Mick if we have the time. 

Dr. SHEINER. So I think apart from the cost of the debt ceiling 
that there are the political costs, which is the it is a distraction 
that doesn’t address the real problems that we have. And it just 
creates political, you know, disagreement and increases political po-
larization and frankly makes people not believe in our country and 
in our institutions when they are hearing this bickering about 
whether or not you are going to pay your bills. 

And so when we think about what we need to do to move forward 
to address our long problems, it is not only just Congress, it is the 
whole American people that have to be part of this solution and 
this kind of bickering gets in the way and makes us think like they 
are just like having these internal fights that make no sense. 

Ms. JACKSON LEE. Chairman—Mick? Wouldn’t it make us bet-
ter—— 

Chairman YARMUTH. Mick, do you want to take a shot at that? 
Mr. MULVANEY. Yes, real quickly. Listen, I think you have got a 

much better argument if you are doing it anyway. If you are sitting 
down anyway outside of the boundaries of the debt ceiling to talk 
about fiscal responsibility and you have done that for a couple of 
years, then you come back and say, look, we don’t need the debt 
ceiling because we are doing it anyway. I think right now you get 
rid of the debt ceiling, you haven’t really satisfied—certainly 
haven’t satisfied me and many of my colleagues here that you 
would have those discussions but for the debt ceiling. 

So, yes, listen, I am open for that discussion, but think, you 
know, you have got to prove first that you can sit down and have 
those talks in a reasonable fashion. 

Ms. JACKSON LEE. Well, I am glad you are open for that discus-
sion because I think we need to move to eliminating the debt ceil-
ing. And let us see how Congress can behave on the better half of 
the American people. 

I think we can do that. 
Mr. Chairman, thank you for yielding. Unfortunately, I have to 

yield back. Thank you, sir, very much. 
Chairman YARMUTH. The gentlewoman’s time has expired. 
I now recognize the gentleman from Iowa, Mr. Feenstra, for five 

minutes. 
Mr. FEENSTRA. Thank you, Chairman Yarmuth and Ranking 

Member Smith. 
This hearing has been very interesting. You know what, let us 

just look at it this way, it is all about accountability. Account-
ability, people. The federal government being accountable to we the 
people. We are government. And yet I often think that you—all 
other people think, oh, government is in D.C. No, it is not, it is we 
the people. We are government. And this hearing to abolish the 
debt limit completely flies in the face of every family, of every busi-
ness. 

Think about this, every family has got a debt ceiling. There is 
only so much that we can spend. We have a credit card debt limit, 
our banks say, hey, this is all that you can—we can loan you out, 
right. Every day our businesses and our families deal with a debt 
limit. And yet we think we are above that. We think that we don’t 
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need this debt limit anymore because it doesn’t make a difference. 
Well, it makes a difference to our families and it makes a dif-
ference to our businesses. I just think this is absolutely shameful. 
I really do. 

You know, we have $30 trillion in debt, we spent $7.5 trillion 
with agencies that we can’t spend fast enough, we have 7.5 percent 
inflation, the highest in 40 years, and yet today in the Budget 
Committee we are addressing this little thing, this one single law 
that forces Congress to acknowledge—to acknowledge the damage 
that we are doing to runaway spending. I don’t understand it. This 
is so wrong. 

Mr. Mulvaney, the Federal Reserve has shifted from inflation 
being transitory to an expectation that they will increase interest 
rates in the coming months. The rate increases might go as high 
as 4 percent before this is all done. If the Federal Reserve con-
tinues to increase interest rates, how does that affect the interest 
on our national debt? And could this put us in a death spiral? 

Mr. MULVANEY. Yes. And in fact, thanks for the question, be-
cause we used to talk about this when I was on the committee, was 
that you end up in a circumstance—was the Federal Reserve dur-
ing the Obama Administration actually sort of encouraging us to 
borrow more money. I heard President Obama make the argument 
when interest rates are so low we should be borrowing more 
money. That is when you should borrow it. Of course, that applies 
in a world where you actually have to pay back debt, which we 
never do. 

But did the Federal Reserve sort of make it easier to borrow 
money because there was no consequences to our actions? Yes, they 
certainly did. 

And if interest rates do go up, then you are going to start to see 
those consequences. Again, I come back to this idea that you would 
think that everybody could agree that there are better things to 
spend money on than interest, but at the—4 percent, by the way, 
Mr. Feenstra, that doesn’t bother me. I am old enough—I am older 
than I look. I mean I remember when interest rates were, you 
know, on mortgages were 14, 16, 18 percent. You get that on $30 
trillion worth of debt and you have got a real problem. In fact, you 
have to ask yourself, would the Federal Reserve actually have the 
nerve, the will, to raise interest rates much past 4 percent if they 
needed to, recognizing the impact that has on the Treasury. 

Mr. FEENSTRA. That is exactly right. And I am glad you pointed 
that out, because when we had the debt ceiling, these are the 
things that come out. These are decisions that we have to make. 
You know, the Congressional Budget Office projects by 2031 that 
as much as 15 to 18 percent of our money will go to interest rates. 
By 2051, close to 50 percent of our money coming in, our revenue 
coming in, will go to strictly interest. 

And then we talk about Social Security, Medicare, Medicaid, that 
is looking to go bankrupt. But, no, we don’t want to talk about that 
because it is inconvenient, because, oh, it hurts. You know what? 
I think this is the most important topic that we should be talking 
about today. Of what does our future look like? And yet we want 
to bury it in the sand and we don’t want to go down this path of 
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holding each other accountable. You know what? Our families do, 
our businesses do, I think the government needs to also. 

Thank you and I yield back. 
Chairman YARMUTH. The gentleman yields back. 
I now recognize the gentleman from California, Mr. Peters, for 

five minutes. 
Mr. PETERS. Thank you, Mr. Chairman. 
I have been listening for a while and, you know, it strikes me as 

the one thing we have learned from the debt ceiling discussion is 
that the debt ceiling is not the answer. Whatever the problem is, 
the existence of the debt ceiling is not keeping us from being $30 
trillion in debt. And the reason is because it has been—the real 
analogy is not some warning light, it is the credit card bill. You 
have already spent that money, you, your family, your spouse, your 
kids, they already rang up that account and the only responsible 
thing to do is to pay the bill. And by the time you get to the bill 
it is too late to talk about the spending. 

Let us face facts that the debt ceiling become a political cudgel 
rather than some sort of useful policy tool. So those of us who are 
worried about debt and deficit shouldn’t just talk about whether 
this is good or bad. It is clearly not doing the job. Let us talk about 
something new. 

And I think a lot of my good colleagues on the Democratic side 
support repealing the debt ceiling limit altogether and I think 
there is good reason for that. Because it is an artificial tool. It car-
ries too much risk to be used for political games. 

But I don’t think—one of my Republican colleagues just thinks 
we can get rid of it. 

So last year—I just want to let you know—I teamed up with 
Congressman Jodey Arrington in the Bipartisan Policy Center to 
craft and introduce the Responsible Budgeting Act. So this bill 
would eliminate the danger of debt limit brinkmanship and offers 
Congress two ways to actually deal with the national debt. First we 
would pass a budget resolution that satisfies specific debt reduction 
measures while simultaneously passing a joint resolution the presi-
dent can sign to suspend the debt limit until the next fiscal year. 
And then if Congress fails to pass that concurrent budget resolu-
tion, the second option allows the president to suspend the debt 
ceiling him or herself, which Congress could vote to override. And 
with the suspension, the president is obligated to send a debt re-
duction to the Hill. Congress would have to consider that proposal 
or come up with something of its own. It is a little bit complex, but 
it is a heck of a lot better than pointing fingers at each other and 
dodging the bullet every year or two. 

So, Dr. Blessing, you noted that while the debt ceiling debate 
may bring attention to fiscal issues, it carries too much risk to be 
considered a useful tool. Do you think a reform like the one I de-
scribed could move the ball forward in having a more productive 
conversation about controlling federal debt? 

Dr. BLESSING. A very important question. 
I mean my testimony has emphasized both the benefits and limi-

tations of procedural reform like this. Having the president be al-
lowed to, you know, suspend the debt ceiling with Congress being 
able to then disapprove of it and you have paired it with additional 
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things, that is sort of a mechanism would absolutely be safer than 
the status quo. The safest possible thing of course is to remove it 
from the field of political contestation altogether. 

Mr. PETERS. Right. 
Dr. Sheiner, you agreed that breaching the debt limit would af-

fect the standing and competitiveness of the United States in the 
global economy, right? 

Dr. SHEINER. Definitely. 
Mr. PETERS. I don’t know if you think something like our pro-

posal, which would eliminate the hostage taking and reduce the 
risk of default—I mean I think probably there is an appetite of get-
ting rid of it altogether, but failing that is that the kind of thing 
we should be looking for? 

Dr. SHEINER. Yes, definitely. That is why I agree with Dr. Bless-
ing. Getting rid of it would be great, but if—what you need to do 
is get rid of the uncertainty, right. You need to basically take it off 
the table as a possibility. And so whatever procedural reforms 
could get you there that could actually pass, you know, would be 
a step in the right direction. 

Mr. PETERS. Well, I must say I think that both parties have been 
responsible for adding to the debt, I think for good reasons and 
other reasons. It would be great if this Committee—the Members 
of this Committee could come together if you are really concerned 
about reducing the deficit, forcing us to make those tough decisions 
through a bill like the one we proposed. 

Mr. Chairman, I support eliminating the debt ceiling. In the 
event that that doesn’t happen, I think we need to reform it. But 
I don’t want to pretend that this is somehow the answer to any 
problem, to any question that we face. This is not the tough—this 
is not the tough decisionmaking we say we want to be called on to 
make. 

And I thank you for having this hearing and I yield back. 
Chairman YARMUTH. The gentleman yields back. 
And I now recognize the gentleman from California, Mr. 

Obernolte, for five minutes 
Mr. OBERNOLTE. Thank you, Mr. Chairman, and thanks to every-

one for participating in this critically important hearing. 
I want to touch on something that Congressman Smucker 

brought up, which is that the fact that we are having this discus-
sion about the debt limit, you know, really is—means we are not 
talking about the larger picture here, which is the federal deficit 
and our rising national debt. The one thing that the debt limit does 
force us to do is periodically have a discussion about the debt and 
how we are going to pay back the money that we are borrowing. 

So we have had a discussion here in this hearing about the re-
cent letter from the Congressional Budget Office and a debate 
about whether or not real wages are keeping up with inflation, but 
I wish that we were talking more about another document from the 
CBO a few months ago, which was there budget forecast. I think 
Congressman Feenstra touched on this a little bit. That forecast is 
eye opening. I mean it paints—even under the most rosy scenario, 
which is that we don’t have another major recession, we don’t have 
another major war, Congress doesn’t enact any new spending 
measure that promote deficit spending, and the 2017 tax cuts ex-
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pire on time. You know, if all four of those things happen, then by 
the end of the forecast period, which is 2051, our national debt will 
only be 200 percent of our gross domestic product. Just paying in-
terest on that national debt will consume 9 percent almost of our 
entire economy, which is over half of federal tax revenue. And, you 
know, the really distressing thing about that is that is assuming 
that interest rates are within the range that the CBO projects now. 
If we have to raise interest rates to control inflation, the CBO says 
that easily just paying interest on the debt could be 25 percent of 
GDP and over 100 of all of our federal tax revenue. 

So that is what, you know, we need to focus on. And I think any 
discussion of eliminating the debt ceiling has to be paired with a 
discussion about what our solution is to getting that national debt 
and our federal spending under control. 

So I really wish if we were talking about eliminating the debt 
ceiling, we would pair that with a measure, for example, maybe a 
congressional budget—a constitutional amendment requiring a bal-
anced budget. I have introduced legislation that does that. I know 
other Members of the Committee have induced legislation that re-
quires that. This is not a new idea. Almost all of the states require 
a balanced budget. My home state of California, I mean obviously 
a very blue state, but we have one of the strongest balanced budget 
requirements. And before my two years on House Budget I spent 
five years as what we would call Ranking Member of the Budget 
Committee in the California legislature. And, you know, we made 
it work. And sometimes the minority party even voted for it. 

So this could be a template for what the federal government 
does. 

And then last, before I get to a question or two here, I just want 
to talk about the specific proposal that has been raised here in the 
hearing today, which is to transfer responsibility for raising the 
debt ceiling from the legislative branch to the executive branch and 
giving the Department of the Treasury that authority. And this is 
something that I have spent some time thinking about and I would 
strongly say that that is a bad idea. A few years ago I wrote a doc-
toral dissertation on managing budgetary conflict between the Leg-
islative and executive branches, and as part of that research we 
looked at the mechanisms that shift the balance of power between 
the Executive and legislative branches at the federal level. And 
here is the problem with giving the Department of the Treasury 
that authority, there time horizon is much shorter because admin-
istrations come and go every four years, or at most every eight 
years. Doing something like controlling federal spending is really 
politically difficult and it is not something that you can get done 
on that short a time horizon and politically it is going to be much 
more difficult for the executive branch to do that. 

So I would urge caution there. 
So let me ask, Mr. Mulvaney, I think you have got some fas-

cinating experience having served in both the Legislative and the 
executive branches. Do you think that Congress should essentially 
abdicate its responsibility for this and give it to the executive 
branch? And if not, what do you think the long-term solution is to 
controlling federal spending? Do you think it is something like a 
balanced budget requirement? 
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Mr. MULVANEY. The longer answer is it just will. It is political 
will. The voters have to send people to office who care about bal-
ancing the budget and spending less. Not doing that yet. So, yes, 
it would take a cultural change to Washington. Washington is set 
up right now to spend more every single year because of the way 
that budget process works, because of the way the CBO project 
works. Listen, that is a longer discussion for another day. 

As to Mr. Boyle’s suggestion about giving the Treasury, I am sit-
ting here, oh, I am torn. Because I think the chances of me going 
back into the legislative branch are probably pretty low. The 
chances of me going back in the executive branch, probably pretty 
good. So, yes, give us more authority please, give us more power. 
No, don’t do that. I mean isn’t that part of the problem we have 
right now? Is that we—you guys delegate so much authority to the 
executive branch and then you don’t let the executive branch actu-
ally do it. They can’t fire people, they can’t hire people, they can’t 
actually run the government. Then you try to micromanage them 
on how you spend money by putting line items in appropriations 
bills and the whole thing just starts to break down. No, don’t give 
more authority to the executive branch. 

By the way, you have got the same authority right now I think 
on regs. You delegate all the regs down to the executive branch and 
you can oversee them, but you never do. You can overrule them, 
but you never do. So, no, please don’t give more authority to the 
executive branch. That is not a resolution to hardly anything. 

Mr. OBERNOLTE. Well, thanks. 
And I see my time is expired, but let me just highlight something 

that you said, which is that the rules aren’t broken here, Congress 
is broken. And in the future as we have these discussions, Mr. 
Chairman, I hope that we can pivot away from pointing fingers at 
each other about which administration racked up the debt and 
whose fault it is and instead focus on what the long-term solutions 
are. Because, you know, that is really what—I think the elephant 
in the room. 

I yield back. 
Chairman YARMUTH. The gentleman’s time has expired. 
I now recognize the gentlewoman from Washington, Ms. Jayapal, 

for five minutes. 
Ms. JAYAPAL. Thank you very much, Mr. Chairman, for holding 

this important hearing. I think we have heard multiple times how 
the national debt ceiling is a source of much dysfunction in Con-
gress without serving a substantive purpose. 

And it is important to note that limits on the Treasury were not 
originally instituted to constrain deficit spending at all, but rather 
evolved from a bill aimed at granting the Treasury more authority 
to issue bonds to pay for World War I, to loosen restrictions on bor-
rowing by imposing a one-time arbitrary limit on bond issuance in-
stead of authorizing war spending on an as needed basis. 

So I thought it would be good to take a little trip down the his-
torical lane just to show how far we have strayed and how today 
the debt ceiling simply does more harm than good. 

So, Dr. Blessing, when prior to World War I Congress authorized 
the Treasury to issue debt in varying types of bonds for specific 
purposes and amounts, how did that change—how did Congress 
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change the Treasury’s authority during the war and what was the 
rational? Briefly. 

Dr. BLESSING. Congress—thank you for the historical correction. 
I think it is really important for people to understand this. Con-
gress saw that under war time conditions that Treasury was going 
to need more flexibility and be able to, you know, better address 
the war effort. And in order to, you know 

[audio malfunction] 
Ms. JAYAPAL. Dr. Blessing, you are coming in and out unfortu-

nately. 
Dr. BLESSING [continuing]. effort at constraining either overall 

debt—oh, gosh, how is this? 
Ms. JAYAPAL. You are back again. 
Chairman YARMUTH. Your—Dr. Blessing, your audio—— 
Dr. BLESSING. Is that better? I am sorry. 
Chairman YARMUTH [continuing]. is cutting out. And you are fro-

zen now on screen. Let us see if she—are you back? No, you are 
still frozen. 

Ms. JAYAPAL. OK. I could go to some other—— 
Dr. BLESSING. I can see you. 
Ms. JAYAPAL. Turn off your camera maybe. 
Chairman YARMUTH. Oh, OK. Want to try that, Dr. Blessing? 

Turning off your camera for a second and see if we can just hear 
you? 

Dr. BLESSING. Of course. How is that? 
Ms. JAYAPAL. That is much better. 
Chairman YARMUTH. We can—we can hear you. 
Ms. JAYAPAL. And, Mr. Chairman, if you wouldn’t mind restoring 

some of my time, that—I would appreciate it. 
Chairman YARMUTH. No, I will. 
Ms. JAYAPAL. Thank you. 
Go ahead, Dr. Blessing. 
Dr. BLESSING. The Congressman is absolutely right. With the 

change in the 1917 law with the Second Liberty Bond Act, the idea 
was not to, you know, enable the Treasury Department to have 
greater flexibility and to also modernize the federal—— 

Ms. JAYAPAL. Shoot, Dr. Blessing, unfortunately we are just not 
able to hear you. So I think I am just going to go a different—— 

Chairman YARMUTH. Yes, no, your sound is not working. No, we 
can’t hear you either. 

Ms. JAYAPAL. OK. 
Chairman YARMUTH. Ms. Jayapal, go ahead and—— 
Ms. JAYAPAL. All right. We are going to try this again. And I am 

going to do—I am going to ask questions of a different witness. 
Sorry about that, Dr. Blessing. I was looking forward to that. 

But let me go to Dr. Sheiner. Even after Congress raises the ceil-
ing after a default, the damage will be done. And by some esti-
mates six million jobs will evaporate and delays to crucial social 
safety payments would devastate families already living hand to 
mouth. How long would it take for the economy to recover after 
breaching the debt limit? 

Dr. SHEINER. I mean I think we don’t know the answer to that 
question. It really does depend on what happens to financial mar-
ket perceptions, whether people understand that yes, we have 
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reached the limit, but it is going to be very short and we can take 
it in stride, or whether it really says, oh my god, there is so much 
dysfunction here and that would just undermine confidence. And 
that could take a very long time to get back. 

And so we have never done that before. And so I think the uncer-
tainty is huge. And so the way I think about it is not that it would 
necessarily be, you know, many, many chorus of recession, but it 
has the possibility. And why risk that, right. And it has the possi-
bility of just deeply undermining faith in the U.S. economy that 
might last many, many years. 

Ms. JAYAPAL. Well, that is a really important point as well be-
cause it has been a major priority of Congress to help maintain 
America’s competitiveness in a globalized economy. And so, you 
know, if we were to breach the debt limit, could you give us a sense 
of what that would do to the standing of the United States in the 
global economy? 

Dr. SHEINER. I think that the U.S. federal government has this 
reputation as, you know, our Treasury having savings in there, 
they are the most liquid and we have a huge advantage and our 
borrowing costs are lower because of that. And so that puts that 
at risk. Even if it put it at, you know, we just lost some of the ad-
vantage, it would cost a lot given the size of our debt. And so why 
risk it. 

And then I think there is a broader question that I can’t really 
answer, but it is beyond just interest rates. It is this view of the 
U.S. as a global leader. And when your politics get so dysfunctional 
that you don’t pay your bills and that you cause a recession be-
cause you couldn’t get the political act together, that just has really 
unpredictable but obviously not good repercussions for the U.S. as 
a global leader. 

Ms. JAYAPAL. And what about the potential global spillovers from 
a breach in the debt limit? 

Dr. SHEINER. Right. I mean so we have a global capital market, 
people rely on U.S. treasuries everywhere as the safest asset. We 
have seen other episodes where there have been minor, you know, 
dysfunctions in the treasury market kind of affecting the whole 
world. And if this was something major, yes, it could throw, you 
know, global markets in turmoil, you know. And then much would 
depend on what the Federal Reserve did and did they come in and 
fix it, could they do that. 

It is just this huge unknown about what would happen, but it 
does have serious repercussions and just really hard to assess ex-
actly what those would be. 

Ms. JAYAPAL. Well, given all of that—I was going to go down his-
tory lane with Dr. Blessing. I know you said you are not a histo-
rian, so I am not making you answer those questions. But here is 
my last question that I was going to ask her that I think you could 
answer, which is given the fact that the debt ceiling has evolved 
into a practice so far from its original intent and carries the enor-
mous risk that you have laid out, why has this policy persisted for 
so long and what are the repercussions if we continue to allow it 
to persist? 

Dr. SHEINER. I mean it is not just that it is persistent, but I 
think it has gotten more pernicious over time, right. We have come 
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closer to breaching it in the past 10 years. As I siad, I wasn’t sure 
what was going to happen this time. It seems like we are getting 
closer and closer to the point where we actually might step over 
that breach. So I think it is a very dangerous thing to have and 
I don’t think it does anything good in terms of thinking about our 
long-term problems in a way that makes sense. And so I think it 
should go. I think it is a risky and not a helpful part of our process. 

Ms. JAYAPAL. Thank you, Dr. Sheiner. 
And thank you, Chairman Yarmuth. I appreciate the latitude 

there given our tech problems. 
Chairman YARMUTH. Absolutely. No, no problem at all. 
The gentlewoman’s time has expired. 
I now recognize the gentleman from Florida, Mr. Donalds, for 

five minutes. 
Mr. DONALDS. Thank you, Mr. Chairman. 
This has been a very interesting hearing, to say the least. I mean 

what the reality is, before I got to Congress I never liked hearing 
you all talk about the debt ceiling, and now that I am in Congress 
I don’t really like hearing you all talk about the debt ceiling be-
cause the truth is is that this is not about ‘‘paying our bills’’ , this 
is about us not changing our spending habits and wanting more 
money from capital markets so we don’t have to change. 

This whole idea about brinkmanship. to me is what the legisla-
tive process is supposed to be about. If you cannot find a way to 
work on both sides of aisle to actually figure out a path forward 
for raising the nation’s national credit card, then that means that 
you can’t even get together to figure out how to reform your spend-
ing. And if you can’t reform your spending, you are going to run 
amok. So that is why capital markets and the credit rating agen-
cies look at us from a funny perspective of are they ever going to 
get their act together, because we never do the hard things in D.C. 
That is what I have seen before I got here and that is frankly what 
I am seeing now. 

There is no way we should be abolishing the debt ceiling vote 
and getting rid of the debt ceiling vote. That makes no sense at all. 
Because if we are going to be the body, especially in the House, 
that authorizes all spending, then we should also be the body that 
authorizes the debt position of the United States. And you can’t 
just put it in the executive branch’s hands, especially when we do 
that with so many other things in Congress. 

I really do want to thank the witnesses, because I have been lis-
tening intently. And as far as I am concerned, I think all of the 
questions have really been asked. But I think it is more important 
for me to just, you know, for whatever it is worth, make the clear 
statement that the Members of the Congress, both sides of the 
aisle, we actually need to let this Committee do its full job, which 
is actually creating a budget, actually figuring out what our spend-
ing parameters can be, figuring out what that is going to be looking 
like in the future. And we should not be turning over borrowing of 
debt to the executive branch without a save from Congress. And I 
understand one of the proposals that Congress would have to vote 
to not let the executive branch do something, that doesn’t make 
any sense because you can hardly get Congress to agree on a lot 
of things. 
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We have to do the hard work. It starts with us in the people’s 
body. We should not be moving those spending decisions and those 
borrowing decision off to the executive branch. 

I yield back. 
Chairman YARMUTH. The gentleman yields back. 
I now recognize the gentleman from Wisconsin, Mr. Grothman, 

for five minutes. 
Mr. GROTHMAN. Thank you. 
First of all, I want to—one of my colleagues a little bit earlier 

talked about making Congress more responsible. And I am just 
going to point out, I have been here for seven years. I can imagine 
saying making Congress less irresponsible, but to say we are build-
ing off the responsibility of Congress is not something I have no-
ticed so far. 

Now, we still have—Mick Mulvaney is still there. Hey, Mick. 
Glad to see you again. I got a question for you. It seems to me that 
one of the results of excessive spending is inflation. And I am not 
even sure all members of the Federal Reserve get that right now. 
But is that true? And do you believe the current—I guess I would 
call it cruel tax, because Congress never votes on it, it is really a 
regressive tax. It hurts the little guy the most. But do you believe 
the current penalty on the average American, housing costs, fuel 
costs, food costs, is caused by excessive federal spending? 

Mr. MULVANEY. Yes. You know, Glenn, you and I are old enough, 
as are a couple of people on this Committee, not nearly as many 
as I would like, because I don’t want to feel like I am the elder 
statesman here, remember what inflation is. Inflation is too much 
money chasing too few goods. And right now, because a lot of the 
policies you have got in Washington, DC, you all are pumping 
money into the system. Now, granted, a lot of that was necessary 
because of COVID. I am not trying to criticize everything that hap-
pens, but you have had the—the end result of what you have done 
is to dump a whole bunch of money in the system. At the same 
time, because of COVID, but also because of some of the policies, 
re-regulating the economy, for example, you—it has been harder 
and harder to get goods to market. 

So more money chasing fewer goods equals inflation. And it is 
the worst kind of tax. It absolutely is. Yes, you don’t vote on it, but 
it does impact the folks that my Democratic friends say they care 
the most about, the folks at the bottom end of the economic scale. 
It affects them more than anybody else and negatively. 

I own assets, OK. Many people on this call own assets. Our as-
sets are going up in value because of inflation. If you are the bot-
tom end of the scale, you don’t own anything. You are living pay-
check to paycheck and you are spending 100 percent if not more 
of that paycheck on things you need every single week. And your 
quality of life is going down. 

So, no, inflation I think is one of those—it is the scourge—listen, 
it was bad, it was really bad in the late 1970’s, early 1980’s. People 
remember it nowadays—to know how debilitating inflation can be. 
And, yes, Washington is a driving factor behind that. Not the only 
one, COVID certainly plays a role. But Washington can and should 
be doing more to alleviate inflation instead of making it worse, 
which is what I think you all are doing. 
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Mr. GROTHMAN. I am going to give you a question. Maybe it is 
an unfair question because you didn’t know it was coming. But ob-
viously the day of reckoning is coming, right. And when the day of 
reckoning happens there is going to have to be some reduction in 
spending. I personally don’t think we should ever cut Social Secu-
rity. People have paid into that and that is the one thing we 
shouldn’t cut, which means many other programs which are argu-
ably—or maybe not even arguably—under our Constitution 
shouldn’t be the role of the federal government are going to have 
to be looked at very carefully. 

Do you know—if we try to balance the budget, say next year or 
the year after, and we leave Social Security and Medicare off the 
table, percentage wise, how much of everything else would we—do 
you—unfair question? 

Mr. MULVANEY. Yes, I don’t—I mean I used to know that off the 
top of my head, that used to be my job. But I haven’t looked at that 
in a while. My guess is—I don’t know, it is probably 20 percent. 
If you take Social Security and Medicare—keep in mind, Social Se-
curity, Medicare, and Medicaid are 75 percent of government ex-
penditures. The budget—you guys know this better than anybody— 
you all only budget roughly 25 percent of what the government 
spends. So if you take 75 percent of the spending off the table and 
you try and balance it based upon the rest of it, it is going to be 
very, very difficult. I used to, you know, tell people we could—you 
know, we could cut the defense budget to zero and you still 
wouldn’t balance the budget. In fact, last year you could have cut 
all discretionary spending to zero and you wouldn’t have balanced 
the budget because you are more than a trillion—what is the budg-
et this year, $1.4 trillion, $1.5 trillion? It is huge. 

Listen, the better question is if you needed to, could you balance 
the budget next year. If you really needed to. The most severe cir-
cumstances, could Congress get together and balance the budget 
next year if they needed to. I am not sure you could. 

Mr. GROTHMAN. OK. I am kind of jealous of Chairman Yarmuth 
and maybe jealous of you, Director Mulvaney. I can’t remember 
when you got here. You were here when the sequester was put in 
place. I think maybe the best piece of public policy we have seen 
in the last 20 years. Do you believe the sequester would have hap-
pened without the requirement for a debt deal? 

Mr. MULVANEY. Guaranteed, 100 percent, the Budget Control 
Act, which included the sequester, never would have happened but 
for a debt ceiling discussion. 

Mr. GROTHMAN. When I look at the last seven years—go ahead. 
Mr. MULVANEY. Does anybody on this Committee, anybody in 

Congress who would disagree with that statement? 
Mr. GROTHMAN. Absolutely tremendous. I think maybe people on 

the Committee—or we can distribute next time we meet the in-
crease every year in discretionary spending for the last 20 years 
and see the wonderful seven year period of sequester. 

Now, I know eventually when the Republicans were in charge 
some people felt the need to break it, but I think it is something 
that we could perhaps revisit in the future since this is something 
that both sides agreed upon once. 
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Chairman YARMUTH. I think—can I ask—did his clock malfunc-
tion. Doesn’t seem like he has been there for five minutes. 

It shows expired, Mr. Grothman, but I am going to give you—— 
Mr. MULVANEY. That is just because Grothman is so engaging, 

he slows down time when he talks. 
Chairman YARMUTH. If you have one more question, Glenn, go 

ahead and ask it. 
Mr. GROTHMAN. OK. That is OK. We will leave it at that, but I 

appreciate you having the hearing. As you know, I am hopeful for 
many more hearings. I have always loved the Budget Committee. 

So thank you for having this hearing, Chairman Yarmuth. I hope 
it is the first of several. 

Chairman YARMUTH. All right. Thanks very much. 
The gentleman’s time has expired. 
And now we welcome to the Committee once again for his first 

appearance before us, Mr. Carey of Ohio. You have five minutes. 
Mr. CAREY. Well, I won’t take that, Mr. Chairman, but I do 

thank you for the opportunity to speak. I do thank the witnesses 
for their testimoneys. 

I guess, you know, most of the questions that have been ad-
dressed kind of—really were kind of line with what I was going to 
ask. I guess, Director, what I would like to ask you is I remember 
working as a young staffer in the 1990’s. We had wanted to push 
a balanced budget amendment. And had we accomplished that in 
1995, 1996, where would we be today in terms of the issue that we 
are discussing that is before us this afternoon. 

I will wait for your answer. 
Mr. MULVANEY. Yes, I think the debt ceiling was probably what, 

a couple of trillion dollars back in the mid-’90’s? So, granted, you 
probably have to go into debt a little bit to handle COVID, probably 
some other things that—the financial crisis of 2008, probably incur 
some debt there, so maybe it is up, you know, a trillion or two. Lis-
ten I was not a big fan of the war in Iraq, which contributed to 
the deficit as well. So, yes, so ballpark maybe you are $6 trillion 
or $8 trillion in debt right now if you—if that passes and if we 
lived up to it. 

Listen, I had a chance to vote on it in 2012 I think and it didn’t 
pass in large part because some Republicans didn’t vote for it. So 
it is a real shame. Someone mentioned earlier that California has 
a balanced budget amendment. 

By the way—and I don’t want to filibuster your question, but I 
would encourage this because this is one of the, you know, rare 
possibilities for bipartisanship. state government works. state gov-
ernment works better than the federal government does. One of the 
reasons the state government works, in addition to the fact that 
the minority has rules that protect it, is that they have to balance 
the budget and they have to sit down and work together with folks 
in the other party. You all don’t have to do that because you own 
the printing press. If you had a balanced budget amendment, it 
might actually make your jobs more enjoyable, not less, because 
you would actually be forced to do things on a bipartisan basis. 

I will get off my soap box. 
Mr. CAREY. Now, Director, I appreciate the candidness and I ap-

preciate you being the first person I have ever asked a question to. 
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So, Mr. Chairman, Ranking Member Smith, I appreciate the time 
and I do yield back. 

Chairman YARMUTH. The gentleman yields back the balance of 
his time. Once again, we welcome him to the Committee. 

I now yield myself 10 minutes and I probably won’t take all 10, 
but I do want to comment on a few things. 

First of all, let me say that I think this hearing has been done 
with a great deal of though and civility and I think with a very 
positive attitude about dealing with this question of the debt ceil-
ing. So I know one person said we blamed—going back and forth 
with blame. We really didn’t. There were a couple of times, but not 
like normal for sure. 

So I appreciate all the Members’ contributions and the witnesses’ 
answers as well. 

You know, one of the things it occurs to me, and I know people 
have said so many times during this hearing, that it is not the 
rules that are broken, it is the Congress that is broken. And back 
in 2017 I was part of a joint select committee, members House and 
Senate, bipartisan, former Chairman and Ranking Member 
Womack of Arkansas was one of the co-chairs of that group. And 
we met periodically for the entire year in 2017. It was a joint select 
committee on budget and appropriations reform and the whole idea 
was trying to figure out if there were things we could do better, 
there were rules that we could change that would make the budget 
process more effective and so forth. 

And after months and months and months, I think we had seven 
different hearings, we had people from across the philosophical 
spectrum, economists, and others, the conclusion that we all 
reached was it wasn’t the rules, it was the people and the willing-
ness of the members of the House and Senate to responsibly deal 
with their responsibilities. 

And it wasn’t—you know, we talked about triggers on spending, 
we talked about balanced budget amendments, we talked about no 
budget, no pay, all of those things. And, again, the conclusion on 
a bipartisan basis was none of those things would really change 
unless the members change and unless the willingness of the mem-
ber to be—again, to be responsible and responsive to the environ-
ment change. 

So I say that having called this hearing about the debt ceiling 
and proposals to change a significant rule. And the one thing that 
I know—I think Mr. Mulvaney talked about—I loved the first 
names, but I am going to remain somewhat formal—talked about 
in terms of giving up power of the purse, I think you could argue 
that having the debt ceiling gives—has already taken the power of 
the purse away from us because it says we are going to execute our 
responsibilities, we are going to appropriate funds, and then we 
don’t allow those—if we have the debt ceiling, we don’t allow those 
decisions to be implemented freely. 

And so, again, I think this discussion has been very, very impor-
tant and useful. And I am not sure we will have another hearing 
on it, but I think it has prompted discussions. 

And then, finally, the notion of the fact that we don’t discuss the 
deficit and the debt without talking about the debt ceiling, I think 
that is not true. I think we talk about the debt and the deficit all 
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the time. Now, do we do anything about it? Not really. But we talk 
about it all the time and there is a great deal of consciousness of 
it, which says to me that the one justification for keeping the debt 
ceiling, which I have heard today, is that it is an effective extortion 
measure to get policies enacted that otherwise wouldn’t be very 
popular or couldn’t generate enough support to be passed, like se-
questration. That to me to me does not justify keeping it. It actu-
ally is a good reason, as far as I am concerned, to get rid of it. If 
all it is is a wedge to either get difficult policies passed or to— 
again, to force us to—to force one side or the other to make conces-
sions. 

So, anyway, what I would like to do in the remaining five min-
utes is just to give—because I know a lot of the—Dr. Blessing, her 
sound went out. I don’t know if you are back on line. But just to 
give you all a minute or two—give each of you one minute and 15 
seconds to—if you have comments about things that have been said 
today that you have been waiting to respond to one way or another. 
If there aren’t, that is fine. 

So, Dr. Blessing, do you want to take a shot? Is there anything 
you would like to say in summary? Things you have heard today 
that you would like to make a comment on? 

Dr. BLESSING. Sure. Well, first of all, thank you for a wonderful 
hearing and thank you for everyone at the committee. 

Some of the later responses were vis a vis giving up power to the 
executive branch. And here is the thing, while I think we should 
be concerned about Congress as an institution and making it more 
powerful, a congressional capacity, I don’t believe that doing away 
with the debt ceiling or any of the reforms that have been men-
tioned would mean giving up power to the executive branch be-
cause they are only lifting the debt ceiling, they are not making 
policy. Congress has already made all of the spending policy, all of 
the taxing policy that would affect the debt ceiling in the overall 
levels of debt. 

So I don’t see this as an abrogation of Congress’, you know, fiscal 
responsibility or any—giving of any policy relevant power to the ex-
ecutive branch. 

So I just wanted to address that in particular in addition to all 
of my comments. 

Chairman YARMUTH. Great. Thank you, Dr. Blessing. And, by 
the way, if you would like to provide it in writing, your response 
on the historical context of the debt ceiling that we couldn’t get you 
in on the audio, we would love to have your comments in writing 
for the record. 

Dr. BLESSING. Happy to. 
Chairman YARMUTH. Great. Thanks. 
Dr. Sheiner? 
Dr. SHEINER. I don’t have much to add. I will say I was—I am 

glad you said that you always talk about the debt, because I am 
like we—I always talk about the debt and the—is it really possible 
that you guys never do? I thought that was unlikely, so I am glad 
to hear that you do. It is a big issue. 

The only one thing I want to say is when we talk about like any-
thing that you do that lowers the debt is a good thing. Like that 
is not necessarily the case. The reason this is such a hard problem 
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is that you really have to balance the benefits of what you are— 
what—the money that you are spending, the costs of any taxes, 
what is the best way forward what is the timing. Low interest 
rates have a lot to do with how much room that you may have. 

And so I just think this notion that, well, the debt ceiling forces 
us to make action and therefore every action is definitely good, I 
think is something that is not exactly right, which is why this con-
versation needs to be done not about the debt ceiling where you are 
under—you know, under the gun, but really in a way where you 
can really address the nuances of policy. 

Chairman YARMUTH. Thank you. 
Ms. Russell, any final—— 
Ms. RUSSELL. Thank you. Thank you so much for the opportunity 

to speak today and to listen to this fantastic conversation. 
Just want to reiterate the importance of, you know, stability 

from the small business perspective and looking at our ecosystem 
and looking how small business really impacts the American econ-
omy. It is really important. I think sometimes small businesses get 
lost in the mix because we are always talking big economics and 
big business. But when you look at the impact of small businesses 
across the country, we are really making the most difference in the 
most areas, and especially in our communities. 

And so I thank you for this opportunity to represent small busi-
nesses and to keep them and keep us at top of mind. 

Thank you so much. 
Chairman YARMUTH. Thank you. 
And, Mr. Mulvaney, would you like the final word? 
Mr. MULVANEY. John, I will because I will say something that 

hopefully is interesting, which is I think that the best thing that 
I am going to take away from this is that Sheila and I may have 
hit on something. And I am willing to accept your premise that you 
guys talk about debt and deficits more than maybe I perceive now 
that I am no longer inside the building. 

Sheila talked about, you know, sitting down at the table. Listen, 
if you all were to pass one or two or three really good fiscal reforms 
bills without having the debt ceiling held to your head, you might 
convince folks like me that we don’t need it anymore. Again, I 
think we are all concerned about the same thing, which is how do 
we make sure the debt doesn’t ruin us. I think we are just dis-
agreeing on the best way to accomplish that. But if you all sit down 
and hack out something that reduces the deficit without having it 
be under the Sword of Damocles the debt ceiling makes, then 
maybe you can convince me we can get rid of it after that. 

So, anyway, thanks for the chance to do this. It is good to see 
everybody. And it is one of the rare, rare days I miss being in my 
old job. 

Chairman YARMUTH. Well, I will join you in a few months and 
we can miss it together and hopefully get out on the golf course. 

Once again, thanks to all the witnesses. It has been a very en-
lightening hearing. I appreciate your time and responses. 

And unless there is any further business before the Committee, 
this hearing is adjourned. 

[Whereupon, at 1:37 p.m., the Committee was adjourned.] 
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