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Introduction

With the urgent need to
raise the debt ceiling before
August 2" 2011, negotiations over
the 2012 federal budget is being
used as a trillion dollar bargaining
chip; but this fiscal battle is more
than just dollars and cents. The
negotiations  happening  now
threaten to unravel the safety net
that has protected generations of
Americans.

Fiscal conservatives are
using concern of record deficits to
push spending austerity proposals
that threaten to devastate
working families. They perpetuate
the false notion that safety net
programs are growing out of
control, when in reality the cost of
two unfunded wars and Bush-era
tax cuts account for almost half of
the $20 trillion in federal deficit
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(Figure 1). Costs for safety net
programs and economic recovery
costs are also temporary, whereas
the tax cuts and war costs are
longstanding.

At the heart of the budget
debate is the push and pull
between revenue and spending.
The government can reduce the
deficit by cutting federal spending
and/or raising revenue. Spending-
only enforcement occurs when
costs are lowered only through
spending cuts, rather than
balanced with revenue generation.
Unfortunately, conservatives are
using spending-only enforcement
while simultaneously demanding
$4.2 trillion dollars in tax credits
for the super-wealthy. Not only
does this starve the government
of needed revenues as the

Background: What is the Debt-
Ceiling?

The debt ceiling is our
nation’s Treasury credit limit; it
allows us to borrow money,
something all governments must
do, in the form of treasury bonds.
If the US did not raise the debt
ceiling, the federal government
would default on its obligations,
undermining international creditor
trust in the Treasury and cause

treasury rates to rise.” |Deficit, intrillions

country struggles to recover from
the “Great Recession”, but also
threatens public safety net
programs at a time when millions
of Americans are un- and under-
employed. As Asians and Pacific
Islanders (API) are the fastest
growing race within the last ten
years (43.3% and 35.4% increase,
respectively), the implications for
the API community is significant.”

This issue brief analyzes
three proposals for balancing the
nation’s budget (1) the Ryan Plan,
(2) the Congressional Progressive
Caucus” plan, and (3) the
President’s budget request and
what they mean for APl women. It
also describes the impact of the
Ryan Plan on public safety net
programs.

Figure 1:

Economic Downturn and Legacy of Bush Policies Drive
Record Deficits

Because the treasury rate is
the foundation for U.S.
interest rates, economists
speculate that ruining it
would destabilize the U.S. and
international economy.? This
is why the ceiling has always
been raised, and why the
United States is the only
nation in the world with this
kind of debt ceiling.
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The Ryan Budget

The House Budget
Committee adopted the “Ryan
Plan” as its 2012 federal budget
proposal on April 15, 2011. As a
budget resolution, it outlines
priorities for 19 general spending
categories. Although the Ryan Plan
was not adopted by the Senate, its
function is to serve as a starting
point for budget negotiations and
guide spending plans for House
subcommittees.

In the Ryan Plan, House
fiscal conservatives are pushing
sweeping cuts on infrastructure
and programs serving low and
middle income households,
seniors, women, and individuals
with disabilities. Within it, already
strained programs like Medicaid,
SSI, and housing assistance, would
bear two-thirds of all proposed
cuts, or an estimated $2.9 trillion
over the next ten years®.

The Ryan Budget also asks
low and middle income individuals
to sacrifice while simultaneously
extending the Bush-era tax cuts
and waiving estate taxes to benefit
the wealthy’. Considering the
Bush tax cuts alone, the top 5%
would get 47% of the tax cuts,
while the bottom 60% would only
receive 13% of the tax cuts®.
Another proposal would cuts child
tax benefits and modify the
Earned Income Tax Credits (EITC),
to effectively eliminate any gain
for low and middle income
mothers.” This is especially
perverse because federal tax rates
for corporations and the wealthy
are the lowest they have been in
at least 60 years.”> What’s more, a
realistic estimate demonstrates
the Ryan Plan would reduce the

deficit by only $380 billion over 10
years'.

Impact of Cuts to Public
Benefits Programs

Health care

The Ryan Plan makes the
largest spending cuts to federal
health care programs.® In
particular, it continues the
conservative effort to repeal and
defund the Patient Protection and
Affordable Care Act (ACA) by
slashing $2.2 trillion from efforts
to implement the new law." In
addition, the Ryan Plan would cut
the tax credits for low and middle
income families that were
intended to help families afford
the cost of obtaining health care
insurance. Given that there are
nearly 2.4 million uninsured APIs,
the loss of these tax credits would
make health care unaffordable for
many APl women and their
families. In the four states with the
largest API communities
(California, Texas, New York, and
Hawaii), budget cuts to Medicaid,
Medicare and ACA funding would
total over $650 billion, equaling
almost 30% of the health care
cuts.®

Medicaid

The Ryan Plan would also
threaten the quality of coverage
for the existing 2.1 million APIs
currently enrolled in Medicaid by
cutting $771 billion (approximately
20%) from the program over the
next ten years.”” It proposes to
convert Medicaid from an
entitlement grant, which provides
funding as long as participants

qualify for services, into a $1.4
trillion block grant. This would
arbitrarily reduce federal
payments for needed services,
even as the population grows,
baby boomers retire, and health
care costs rise.”!

Limiting federal funding
for Medicaid also has a trickle-
down effect on states. Currently,
the federal government helps
maintain  vital  services by
matching 50-76%  of state
contributions to Medicaid®® and
100% percent for ACA recipients. 2
Yet recent severe budget shortfalls
have caused 42 states and the
District of Columbia to make
extreme program cuts.’”®  API
women that already face grave
health disparities, will have their
problems further exacerbated,
since 59% of the Pacific Islander
women population in the U.S. are
insured by Medicaid (as compared
to 20% of the general pop-
ulation).* This is also particularly
damaging for women’s repro-
ductive health as 71% of family
planning funding comes from
Medicaid and 90% of that fund is
currently matched by the federal
government.*> This will dispro-
portionately impact low income
APl women who, in 2008, made up
almost 67% of APl Medicaid
recipients, and Pacific Islander
women made up almost 75% of Pl
Medicaid recipients.

SNAP and Other Programs

The remaining $750 billion
will come from cuts to safety net
programs like food stamps or
Supplemental Nutrition Assistance
Program (SNAP),  Temporary



Assistance to Needy Families
(TANF), Supplemental Security
Income (SSI), child-care assistance
and housing.”> Cuts to these
programs are particularly
devastating after an economic
recession when more people are
un- and under-employed and
depend on safety net programs to
remain housed and fed. Although,
safety net programs only
accounted for 14% of the budget,
they bear cuts that are
disproportionately high (Figure
2).23

APl women make up the
majority of API individuals that
receive assistance from public
benefits programs. Steep cuts to
TANF and SNAP benefits would be
especially detrimental to ensuring
nutritional quality for APl women
and their families.*

On top of the cuts to
programs for low-income families
are an additional $126 billion cuts
to Pell Grants, employment
training, and social services. Based
on analysis of the National
Postsecondary Student Aid Survey
(2008), APIs have greater financial
need than other racial groups
taking into account expected
family contribution and total aid.”
This means that the Ryan Plan not
only stifles economic recovery, it
also bars educational opportunity
for API girls across the nation.

The Ryan Plan is the
blueprint for one vision of the
federal government’s relationship
to its citizenry and is being used to
shape our future. In this
worldview, fiscal austerity only
applies to low and middle income
households. In fact, the $4.5
trillion in cuts to the public safety
net would largely go to subsidize

$4.2 trillion in tax cuts for
billionaires.™

Congressional Progressive

Caucus’s Budget Proposal

In contrast, the
Congressional Progressive Caucus
(CPC) budget proposal eliminates
the deficit and results in a $S30
billion surplus by 2021.% It is the
most effective proposal to reduce
the deficit as a measure of GDP.**
It also protects safety net
programs, Medicaid, Medicare and
other services while ending
emergency war spending (saving
$1.8 trillion over ten years), and
investing $1.45 trillion in job
creation, education, clean energy,
infrastructure, and housing. It
achieves this by balancing
spending cuts with tax reform that
includes closing corporate tax
loopholes, ending the Bush-era
taxes, and re-establishing the
estate tax. The bottom line
financially (in trillions):

e Deficit reduction = $5.6
e Total spending cuts = $1.7

Most of Budget Goes Toward Defense,
Social Security, and Major Health Programs
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Revenue increase = $3.9
Public investment = $1.7
Projected budget surplus =
$31 (billion) in 2021

Unfortunately, the CPC plan is not
guiding the budget discussions on
the Hill as conservatives continue
to push more dangerous and
short-sighted proposals forward.

President Obama’s Budget

Proposal

In comparison, the
President’s proposal is a
compromise between the CPC's
and the House-passed Ryan
proposal. It proposes $4 trillion in
deficit reduction through spending
cuts and tax reform.*® While it
protects Pell Grants and expands
the ACA, it also caps Medicare
growth per beneficiary to a
portion of GDP starting in 2018.
President Obama proposes to
generate revenue by closing tax
loopholes, which will “broaden the
base” and curtail tax deductions.
This will result in businesses
contributing more in taxes while
reducing the overall tax rate.
However, the revenue generated
would not eliminate the deficit
and it is the least fiscally
sustainable of the three
proposals.”’

In addition, what is unique
and controversial about Obama’s
plan is his proposal of a debt
failsafe to be implemented in 2014
if the debt-to-GDP ratio isn’t
stabilized. Experts are concerned
that such a trigger could require
the deepest budget cuts when the
economy is the weakest and the
smallest cuts when the economy is
strongest.*®



Conclusion

Fiscal conservatives claim
to want to reduce the deficit but
by relying solely on spending cuts,
extending tax breaks for the
super-wealthy, and refusing to
consider new revenue, they are
behaving irresponsibly. In
contrast, a more balanced

approach includes a combination
of budget cuts, tax reform, and
investment in infrastructure and
economic recovery measures. It
protects and expands existing
programs to protect more people
and reduce costs.

Cuts to healthcare and
safety net programs harm those
who are most vulnerable and
disproportionately impact low

income APl women. If APl women
are stripped of basic human rights
to food, shelter and (reproductive)
health, their human rights to
political, social, economic power
are attacked.

Take action with us to
ensure a fair and humane budget
is passed.
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