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Summary

m The United States is
facing a massive debt
crisis.

m As America
accumulates more debt,
the greatest risk for

the nation is economic
stagnation.

m Swiss-style fiscal rules,
which would ideally be
included in an amendment
to the U.S. Constitution,
could resolve the United
States’ long-term fiscal
problems and help spur
sustained economic
growth.

m Regardless of
whether a constitutional
amendment is passed,
the federal government
should immediately adopt
Swiss-style fiscal rules to
avert economic disaster.

How to Solve America’s Debt Crisis
in the Wake of the Coronavirus
Pandemic

By John Merrifield and Barry Poulson

Introduction

The Trump administration and Congress recently passed the
Coronavirus Aid, Relief, and Economic Security Act. Under
the terms of the $2 trillion rescue package, the federal gov-
ernment will make direct payments to households, business-
es, and state and local governments.

President Donald Trump proposes that the next phase of eco-
nomic relief from the pandemic should include an additional
$2 trillion of debt-financed infrastructure spending, as well
as allocating $500 billion from the Treasury to the Federal
Reserve to bolster credit markets.

The cost of this multi-trillion-dollar rescue package will drive
up the federal budget’s already substantial trillion-dollar
deficit, so it’s safe to conclude that the magnitude of this fiscal
stimulus far surpasses the legislation enacted in response to
the 2008 financial crisis.

* This study was conducted as part of the Friedman Project, a research
project funded by a grant from the Koch Foundation. For more information
on this research, see Merrifield, J., and B. Poulson, 2017b, Restoring
America’s Fiscal Constitution, (New York, NY: Lexington Books).



While the phase one fiscal plan in re-
sponse to the coronavirus is now in place,
there has been little discussion of phase
two. There are essentially two views
of what a post-coronavirus fiscal plan
should look like. The non-orthodox fiscal
view 1s to double down on fiscal stimu-
lus. In this view, orthodox fiscal policy
1s dead, and the real
danger is that fiscal
stimulus in phase
two will be insuffi-
cient to restore full
employment. The
assumption 1is that
money-printing gov-
ernments can incur
deficits and accu-
mulate debt without
ever becoming insol-
vent.

We should not underestimate the dam-
aging impact the coronavirus pandem-
ic has had on the economy. Just as in
wartime, the response should be mas-
sive spending and market intervention
required to stabilize the economy. But
the coronavirus has not negated ortho-
dox fiscal policy, as some economists and
commentators argue. Just as the gov-
ernment adjusted to a post-World War 11
economy, the government must design
a phase two fiscal plan for a post-coro-
navirus pandemic economy. This phase
two fiscal policy should address the debt
crisis by balancing the budget and using
surplus revenue to reduce debt burdens.

A few years ago, the national debt was
considered one of our country’s most

“OVER THE PAST HALF-CENTURY,
THE FEDERAL GOVERNMENT
HAS ACCUMULATED DEBT AT AN
UNSUSTAINABLE RATE, AND THE
DEBT INCURRED IN RESPONSE
TO THE CORONAVIRUS PANDEMIC
WILL EXACERBATE THIS
DEBT CRISIS.”

pressing problems. Today, it is treated
by many politicians in the U.S. Congress
as a taboo topic. Some economists even
suggest we need not worry about the
debt. They claim our grandchildren will
figure it out, or even that debt and defi-
cits don’t matter. But what these irre-
sponsible policymakers and economists
really mean 1s that
adult Americans
should stick their
children and grand-
children with a hefty
tax bill.

In this study, we
propose a phase two
plan for addressing
the long-term 1im-
pact of deficits and
debt on the U.S. economy. Over the past
half-century, the federal government
has accumulated debt at an unsustain-
able rate, and the debt incurred in re-
sponse to the coronavirus pandemic will
exacerbate this debt crisis.

Understanding the Debt Crisis

The vast majority of Americans are baf-
fled about the actual state of the U.S.
national debt, and there are a number
of reasons why the public remains con-
fused about this important problem.

First, the magnitude of the debt is
mind-boggling. Even before the corona-
virus pandemic, the Congressional Bud-
get Office (CBO) projected that under
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current law, over the next three decades
the national debt will grow from $24 tril-
lion to $100 trillion. CBO also projected
that at the end of this forecast period,
the federal government will pay interest
on the debt equal to $4 trillion per year,
exceeding all discretionary spending.!

To pay off the national debt today, ev-
ery U.S. citizen would need to contribute
about $72,000. Thirty
years from now, our
grandchildren  will
each owe more than
$250,000. What does
1t mean to owe a quar-
ter of a million dol-
lars? Just to pay the
interest on that debt,
each of our grandchil-
dren would have to
pay more than $5,000
In taxes each year,
and that assumes that interest rates re-
main at the current levels, which are at
an all-time low.2

This study is a common-sense guide to
addressing the national debt. The debt
crisis we are experiencing in the United
States has been experienced in virtual-
ly every other country in the world over
the past half-century. Some countries
have responded to their debt debacles
by enacting new fiscal rules designed to
balance their budgets and reduce debt to
sustainable levels. Other countries, in-
cluding the United States, have failed to

“THIS STUDY IS A COMMON-
SENSE GUIDE TO ADDRESSING
THE NATIONAL DEBT. THE DEBT
CRISIS WE ARE EXPERIENCING
IN THE UNITED STATES
HAS BEEN EXPERIENCED IN
VIRTUALLY EVERY OTHER
COUNTRY IN THE WORLD OVER
THE PAST HALF-CENTURY.”

do so. This study explores why these dif-
ferent responses to unsustainable debt
levels have occurred, and whether the
United States can finally follow the lead
of countries that are solving their debt
emergencies.

Of all the nations that have enacted fis-
cal rules to address out-of-control debt,
Switzerland i1s arguably the most suc-
cessful. It’s no won-
der that the Swiss
debt brake has been
copied in other coun-
tries, in the Organi-
zation for Economic
Co-operation and
Development, and
the European Union.
In fact, any Europe-
an Union member
that fails to meet the
targets set in these
fiscal rules faces sanctions designed
to correct its misguided fiscal policies
while bringing debt down to sustain-
able levels.

The United States is not part of an eco-
nomic union. Therefore, America does
not face sanctions for incurring unsus-
tainable deficits and debt. However, it
1s clear the fiscal policies pursued under
current law are failing.

In this study, we explore why elected of-
ficials continue to pursue fiscal policies
that incur and accumulate debt at an

' Congressional Budget Office, Long Term Budget Outlook, 2019.

2 Ibid.
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unsustainable pace. We further explain
why these fiscal policies are not sustain-
able, and why it is important to enact
new fiscal rules to constrain the tax and
expenditure decisions of elected officials,
limiting their ability to pursue such de-
structive discretionary fiscal policies.

Additionally, we’ll explore the impact
that Swiss-style fiscal rules would have
on the U.S. federal
budget and economy.
Simulation analyses
reveal Swiss-style fis-
cal rules could con-
strain fiscal policies
and reduce debt to
sustainable levels in
America, just as they
European
Enacting
the new fiscal rules in
the United States is feasible, but would
require some fundamental institutional
reforms in both the public and private
sectors, which will be a daunting chal-
lenge.

have in
countries.

The Great Divide in the Debt
Crisis

Over the past half-century, the debt cri-
sis has emerged as a global phenome-
non. During this period, virtually every
country has at some point experienced
unsustainable levels of debt growth.
Policymakers and analysts can better

“ENACTING THE NEW FISCAL
RULES IN THE UNITED STATES
IS FEASIBLE, BUT WOULD
REQUIRE SOME FUNDAMENTAL
INSTITUTIONAL REFORMS
IN BOTH THE PUBLIC AND
PRIVATE SECTORS, WHICH WILL
BE A DAUNTING CHALLENGE.”

understand the great divide in debt by
contrasting the experience of the United
States with that of Switzerland.

The best measure of the debt burden
1s the ratio of total debt to national in-
come. At the end of the twentieth cen-
tury, the debt burden in the United
States was comparable to the burden
in Switzerland. In both countries, the
ratio of total debt to
national income was
about 30 percent. In
the years leading up
to the financial crisis
in 2008, Switzerland
was able to stabilize
debt at that level. And
over the past decade,
Switzerland has sig-
nificantly reduced its
debt burden, to about
20 percent of national income.

Conversely, the debt burden in the Unit-
ed States has increased significantly
over the past two decades. In the years
prior to the financial crisis, the ratio
of debt to national income in America
doubled, up to 60 percent. During the
financial crisis, the U.S. debt burden in-
creased sharply, and it has continued to
Increase since, to almost 100 percent, as
of this writing.?

The explanation for the great divide in the
debt crisis can be found in the fiscal rules
enacted in each of these countries. The
most effective of the fiscal rules was the

3 Merrifield and Poulson 2016a, 2016b, 2016¢c, 2017a, 2017b.
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“debt brake” enacted in Switzerland. The
basic idea of the debt break is straightfor-
ward: If you find yourself in a hole, stop
digging. The debt brake mandates that if
deficits exceeds an upper limit, the gov-
ernment must reduce spending until the
budget 1s balanced and debt is reduced to
a sustainable level.*

The Swiss debt brake originated in new
fiscal rules enacted at the local level.
The debt brake proved to be effective in
balancing budgets and
reducing debt burdens
in a few Swiss cantons.
Soon thereafter, it was
adopted in all Swiss can-
tons. At the end of the
twentieth century, the
debt brake was enacted
at the federal level as a

“THE MOST EFFECTIVE OF
THE FISCAL RULES WAS THE
‘DEBT BRAKE ENACTED IN
SWITZERLAND. THE BASIC
IDEA OF THE DEBT BREAK
IS STRAIGHTFORWARD: |F

Over the past two decades, with new fis-
cal rules in place, some European coun-
tries have stabilized and reduced their
debt burdens. Germany and other north-
ern European countries enacted refine-
ments in their fiscal rules to make them
even more effective. These countries are
now better able to use countercyclical
fiscal policy in response to a financial
crisis without triggering a debt crisis.

However, other European countries were
less successful, espe-
cially during the 2008
financial crisis. Some
of these nations, such
as Greece and Italy,
became insolvent when
they could not meet
their obligations. Most
countries in southern

YOU FIND YOURSELF IN A

constitutional measure
through a referendum,
with support from an
overwhelming majority of Swiss citizens.

Since then, the Swiss debt brake has
served as a model for similar fiscal
rules created by other European govern-
ments, and at the supranational level by
the European Union. In short, Europe-
an Union countries that fail to meet the
deficit and debt targets set in these fis-
cal rules face sanctions designed to cor-
rect their fiscal policies and reduce debt
burdens to a sustainable level.?

4 Ibid.
5 Ibid.

HOLE, STOP DIGGING.”

Europe have not fully
recovered from the fi-
nancial crisis and con-
tinue to experience solvency problems.®

The great divide in the debt crisis is also
evident in Japan. Until the late twenti-
eth century, the debt burden in Japan
was similar to the United States and
other advanced economies. When debt
burdens increased, the Japanese govern-
ment responded with prudent fiscal pol-
icies, balancing its budget and reducing
debt. But over the past three decades,
the Japanese government has allowed

6 M. Badia, P. Medass, P. Gupta, and Y. Xiang, “Debt is Not Free,” IMF Working Paper WP/20/1, Interna-

tional Monetary Fund, 2019.
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its debt burden to increase continuously,
leaving Japan with the highest ratio of
debt to national income in the world, at
250 percent.”

In 2020, Japanese Prime Minister Shinzo
Abe announced yet another fiscal stim-
ulus package of $120 billion.® Despite
decades of deficit spending and debt

willing to hold larger dollar reserves, al-
though there is some evidence that this
could change if debt burdens continue to
rise in the United States.

As the United States accumulates more
debt, the greatest risk for the nation is
economic stagnation. Like Japan, in re-
cent decades the United States has ex-

accumulation, Japan perienced a slowdown
continues to experience ) In economic growth.
economic retardation DESPITE DECADES OF The Congressional
and stagnation. Japan DEFICIT SPENDING AND DEBT  Budget Office projects

has not experienced
insolvency because the
Bank of Japan holds
large reserves, and the
Japanese yen 1s a re-
serve currency. Also,
the Japanese debt is largely held by do-
mestic lenders such as Japanese house-
holds and banks.

The debt crisis in Japan is especially rel-
evant for the United States. In Ameri-
ca, debt is on a similar trajectory as the
one experienced in Japan. Like Japan,
the United States will probably not ex-
perience insolvency. The U.S. dollar is
unique as the dominant reserve curren-
cy in international financial markets. A
significantly larger share of U.S. debt is
held by foreign lenders compared to Ja-
pan. To date, foreign lenders have been

ACCUMULATION, JAPAN that
CONTINUES TO EXPERIENCE
ECONOMIC RETARDATION
AND STAGNATION.”

retardation in
economic growth will
continue over the next
three decades, with an-
nual growth rates fall-
ing below 2 percent.’

Over the next 30 years, the United
States will look more like Japan in other
ways as well. As the population ages, a
smaller share of the labor force in the
population means that tax burdens used
to support expanding entitlement pro-
grams fall on a smaller share of the pop-
ulation.

The magnitude of these transfer pay-
ments is just as incredible as the size
of the national debt. At the end of the
forecast period cited earlier, CBO es-
timates the government will pay out

7 X. Debrun, J. Ostry, T. Williams, and C. Wyplosz, “Public Debt Sustainability,” in Sovereign Debt: A
Guide for Economists and Practitioners, IMF Conference, 2018, edited by S. Abbas, A. Pienkowski, and
K. Rogoff, International Monetary Fund, forthcoming, Oxford University Press.

8 M. Fujikawa, “Japan’s Cabinet Approves $120 billion Stimulus as Economic Clouds Gather,” Wall Street

Journal, December 5, 2019.

9 Congressional Budget Office, supra note 1.
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each year $4 trillion in Social Security
payments and $4.5 trillion in Medicare
benefits.'®

A slowdown in economic growth would
make it difficult, if not impossible, to
generate the tax revenues needed to
meet these obligations. As the trust
funds used to finance Social Securi-
ty and Medicare are
exhausted, it 1s less
likely that these enti-
tlement programs will
be wviable when our
grandchildren retire.

As the debt crisis in
the United States

“THE SWISS DEBT BRAKE HAS
PROVEN TO BE EFFECTIVE
IN SOLVING SWITZERLAND'S
DEBT CRISIS, BOTH BECAUSE
OF THE DESIGN OF THE
FISCAL RULE AND BECAUSE

How the Swiss Debt Brake
Solved the Debt Crisis

The Swiss debt brake has proven to be
effective in solving Switzerland’s debt
crisis, both because of the design of the
fiscal rule and because of the constitu-
tional framework within which the rule
1s enforced.

The Swiss debt brake
incorporates a unique
balanced budget rule
in the constitution.
The Swiss recognized
that an annually bal-
anced budget rule
would not work in the

OF THE CONSTITUTIONAL
FRAMEWORK WITHIN WHICH

worsens, we should
expect intergener-
ational transfers of
wealth to be accom-
panied by generational conflicts and
political instability. Slower economic
growth means fewer opportunities for
young people to find good jobs or pursue
entrepreneurial ventures. Younger gen-
erations are losing faith in the ability of
elected officials to pursue prudent fis-
cal policies. We should not be surprised
that younger people are attracted to a
progressive agenda that promises even
more ambitious entitlement transfers
paid for by taxing the wealthy, a fantasy
that only the young could believe.

0 Ibid.
" Merrifield and Poulson 2016b and 2017a.
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THE RULE IS ENFORCED.”

long run. The problem
with an annually bal-
anced budget rule is
that it does not pro-
vide sufficient flexibility to respond to
economic shocks and other emergencies.
In a recession, an annually balanced
budget rule is pro-cyclical. As income
declines in a recession, revenue decreas-
es more rapidly than the fall in income,
and expenditures for unemployment
and welfare benefits increase automat-
ically. An annually balanced budget
rule would require an increase in taxes,
which would exacerbate the recession.!!

The Swiss debt brake solves this prob-
lem by balancing the budget over the
business cycle. In periods of recession,
the rule allows for deficits. However, the




deficits must be offset by surpluses in
periods of economic expansion.

When elected officials are given the
discretion to pursue such fiscal policies
on their own, they find it easier to in-
cur deficits in periods of recession, but
they fail to offset the
deficits with surplus
revenue in periods of
expansion. The result
of discretionary fiscal
policies 1s a ratchet-
ing up of deficits and
debt from one busi-
ness cycle to the next.

The Swiss rule solves this deficit-bias is-
sue by providing guardrails against defi-
cit spending during prosperous periods.
A target ceiling for the ratio of deficits
to national income is set at 3 percent.
When deficits exceed this ceiling, the
rule mandates a reduction in spending.
An extraordinary budget is created that
functions as a budget stabilization or
rainy-day fund. Any deficit in the rainy-
day fund must be offset by transfers of
revenue from the ordinary budget to
eliminate the deficit in the near term.!?

The Swiss debt brake also provides for
growth in government spending in line
with the growth of the economy in the
long run. But this long-term growth in
spending is not left to the discretion of
elected officials. The long-run growth of
spending is linked to a measure of the

2 Ibid.

“FOR TWO DECADES, THE
SWISS HAVE CONSTRAINED
THE GROWTH OF GOVERNMENT
SPENDING IN LINE WITH THE
GROWTH OF THE ECONOMY.”

trend of growth in the economy. For two
decades, the Swiss have constrained the
growth of government spending in line
with the growth of the economy. They
have also balanced the budget over the
business cycle and reduced debt burdens
significantly.

During the 2008 finan-
cial crisis, the Swiss
were able to pursue
countercyclical fiscal
policy without accu-
mulating more debt. It
1s not surprising, then,
that the Swiss debt
brake has served as the model for similar
fiscal rules enacted in other countries.

Could Swiss-Style Fiscal Rules
Solve the U.S. Debt Crisis?

Americans are now asking important
questions: How did we get into this debt
crisis? And how do we solve the crisis?

The simple explanation for the U.S.
debt crisis is that for decades, elected
officials made fiscal decisions incurring
deficits and accumulating debt because
it is in their self-interest to do so. Elect-
ed officials are motivated to get elected
and stay in office, which means they of-
ten act to appease special interests and
their constituents even when doing so is
not fiscally sound.

8 ———— How to Solve America’s Debt Crisis in the Wake of the Coronavirus Pandemic



Special-interest groups are often better
organized, better funded, and more ef-
fective at lobbying for certain legislation
than average Americans with similar
policy interests. This special-interest
effect results in a deficit bias in every
democratic society.

The lesson learned over the past
half-century is that we cannot rely on
the electoral process alone to solve the
debt crisis, at least
not while the United
States operates under
its current monetary
system. In the elector-
al process, the voting
record of elected offi-
cials is subject to scru-
tiny by the electorate.
It is these reputation-
al considerations that
incentivize elected officials to pursue
fiscal policies consistent with the pref-
erences of their constituents. Clearly, in
the United States, reputational effects
alone have failed to limit the deficit bias,
allowing elected officials to impose larg-
er debt burdens on citizens in the long
run.

The countries that have been successful
in solving or avoiding their debt crises
have done so by enacting fiscal rules
that constrain the decisions made by
elected officials. The experience with fis-
cal rules in Switzerland and other Euro-
pean countries is that when effective fis-
cal rules are incorporated into a nation’s

3 Merrifield and Poulson 2016a, 2016¢, and 2017b.
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“THE COUNTRIES THAT HAVE
BEEN SUCCESSFUL IN SOLVING
OR AVOIDING THEIR DEBT
CRISES HAVE DONE SO BY
ENACTING FISCAL RULES THAT
CONSTRAIN THE DECISIONS
MADE BY ELECTED OFFICIALS.”

constitution, they are more likely to be
enforced. When fiscal rules are statutory
rather than constitutional, it is too easy
for elected officials to circumvent or sus-
pend the rules. That has proven to be
the case in the United States.

Over the past five decades, Congress has
enacted many statutory fiscal rules de-
signed to balance the budget and reduce
debt burdens. These fiscal rules have
typically been effec-
tive in the short run,
but in the long run,
they have failed to bal-
ance the budget and
halt the accumulation
of debt. The federal
government,
state governments,
has no constitutional

unlike

provision requiring a
balanced budget or limiting debt.!?

The real question is: Would Swiss-style
fiscal rules work in the United States?
To answer this question, we designed
Swiss-style fiscal rules for the United
States and estimated the impact they
would have on the budget and economy.
The estimates are based on a dynam-
ic simulation model that captures the
unique characteristics of the U.S. econ-
omy and fiscal policies. We first simu-
lated this model over a historical peri-
od covering the past three decades. The
empirical results from this simulation
are encouraging.




With these rules in place, the United
States would have balanced the budget
over the business cycle and reduced debt
significantly, with a modest reduction
in the rate of growth
in federal spending.
The government would
have been able to sta-
bilize spending during
the 2008 financial crisis
without a massive in-
crease in debt.™

We also simulated the

model over the next three decades, us-
ing data from CBO’s long-term forecast,
which does not include the present eco-
nomic crisis related to the coronavirus
pandemic. Solving the debt crisis by
enacting Swiss-style fiscal rules will be
very challenging. That should not be
surprising given the magnitude of debt
projected over these years under current
law. With these fiscal rules in place, by
the end of the 30-year period, the govern-
ment could balance the budget over the
business cycle and close the fiscal gap
maintaining the ratio of debt to national
income at current levels. However, this
would require a significant reduction
in the growth of federal spending and
downsizing of the federal government.®

On the positive side, enacting Swiss-
style fiscal rules would give a significant
boost to economic growth over the fore-

“ON THE POSITIVE SIDE,
ENACTING SWISS-STYLE
FISCAL RULES WOULD GIVE
A SIGNIFICANT BOOST TO
ECONOMIC GROWTH OVER
THE FORECAST PERIOD.” ly.16

cast period. The combination of down-
sizing of the federal government and
low tax rates would increase economic
growth. Fewer dollars would be spent in
the public sector on en-
titlement programs and
on Iinterest payments,
and more dollars would
remain in the private
sector, where they are
used more productive-

What Are the Prospects for
Solving the U.S. Debt Crisis?

As the magnitude of debt increases
each year, the window of opportunity
for solving the debt crisis i1s closing. In-
deed, we are like the football team that
1s behind with seconds left on the clock.
Sometimes, the only hope is a desperate
heave into the end zone.

One option is to rely on Congress to
enact effective fiscal rules to solve the
debt crisis. Over the past half-century,
Congress has enacted many statutory
fiscal rules that have proven ineffective
in limiting debt over the long run. It is
too easy for Congress to circumvent and
suspend the statutory rules they enact.

Recognizing the flaws in these statutory

4 Merrifield, J., and B. Poulson, Perspectives on the Federal Debt Crisis, Cato Institute, forthcoming in

2020.
® Ibid.
6 Ibid.
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fiscal rules, legislators have introduced
many resolutions calling for a balanced
budget amendment and other fiscal
rules as amendments to the Consti-
tution. However, these proposals are
flawed because they promise that a
silver bullet will solve the debt crisis.
They propose simple solutions, such as
an annually balanced
budget, which, as we
noted earlier, we be-
lieve will fail over
an extended period.
They often set a sim-
ple target, such as a
debt target or a level
of federal spending
as a share of national
income, without any

provisions  showing
how to achieve these
goals.

Citizens should be especially wary of
any proposal that promises to balance
the budget or reduce debt in the near
term. We must be honest and recog-
nize that our elected officials have dug
a deep hole and are still digging; solving
the debt crisis will be a long and difficult
slog that will take many decades.!’

President Trump surprised many folks
by proposing new fiscal rules in his fis-
cal year 2021 budget.'® The proposal is
not just to restore the statutory fiscal
rules that Congress suspended in recent
years. Trump proposed new fiscal rules,

7 Merrifield and Poulson, supra note 11.

“|F ELECTED OFFICIALS
CONTINUE TO MUDDLE ALONG,
INCURRING DEFICITS AND
ACCUMULATING DEBT AT AN
UNSUSTAINABLE RATE, CITIZENS
MAY HAVE TO TAKE MATTERS
INTO THEIR OWN HANDS BY
ENACTING SWISS-STYLE FISCAL
RULES AS AN AMENDMENT TO
THE CONSTITUTION.”

like those enacted in European coun-
tries in recent years, to constrain the
growth in spending, balance the bud-
get, and reduce debt over many years.
Further, he proposed reforms in a wide
range of entitlement programs, as well
as discretionary spending programs, to
achieve these goals.

As expected, Demo-
crats dismissed these
proposals as aspi-
rational goals that
would be dead on ar-
rival in Congress. But
Trump should be giv-
en credit for recogniz-
ing that the budget
process in Congress is
broken and that new
fiscal rules are need-
ed to solve the debt
crisis.

Trump’s budget proposal has been crit-
icized by Republicans as well as Dem-
ocrats for projecting higher rates of
economic growth. But our research sug-
gests that the combination of govern-
ment downsizing and low tax rates in
the president’s budget proposal would
generate significantly higher rates of
economic growth in the coming decades.

If elected officials continue to muddle
along, incurring deficits and accumulat-
ing debt at an unsustainable rate, citi-
zens may have to take matters into their

18 Office of Management and Budget, “President’s Fiscal Year (FY) 2021 Budget,” 2020.
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own hands by enacting Swiss-style fiscal
rules as an amendment to the Constitu-
tion.

Although the U.S. Constitution does not
provide the same options for amend-
ments as provided in the Swiss Consti-
tution via initiative and referendum; it
does provide an option through an Arti-
cle Vamendment convention. The inabil-
ity of Congress to successfully address a
major issue, such as the debt crisis, is
precisely why the Founding Fathers in-
corporated Article V into the Constitu-
tion. Although many resolutions calling

9 Keeney 2019a and 2019b.

12

HiHt

for an Article V amendment convention
have been introduced over the years,
none have received the requisite ap-
proval from two-thirds of the state leg-
islatures.

Recently, several private organizations
have been successful in enacting new
resolutions in state legislatures calling
for an Article V amendment conven-
tion to incorporate fiscal rules in the
U.S. Constitution. This may seem like
a last-minute, desperate heave, but it
might be the only option left for citizens
to solve the debt crisis.?

How to Solve America’s Debt Crisis in the Wake of the Coronavirus Pandemic
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