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The International Monetary Fund’s report on its 
2014 Article IV Consultation with the United 

States risks encouraging inaction by U.S. lawmakers 
on adopting structural entitlement reforms to con-
trol U.S. spending and debt growth. The IMF report 
suggests institutional budget reforms to “lessen fis-
cal policy uncertainty,” citing “recent experience of 
debt ceiling brinkmanship and the government shut 
down.”1 Although the political fights of recent years 
are dwarfed by the giant colossus that is the loom-
ing entitlement spending crisis, the IMF pays much 
less attention to addressing this critical U.S. bud-
get challenge.

The IMF’s suggestions follow the Obama Admin-
istration’s federal budget playbook by focusing on 
immediate spending and tax increases with very 
moderate entitlement tweaks in the future.2 Despite 
the U.S. public debt doubling since just before Pres-
ident Obama came into office,3 the IMF calls for 

“expand[ing] the near-term budget envelope”—i.e., 
increasing spending. The IMF also recommends 
adding a value-added tax and new carbon taxes on 
top of the current U.S. tax burden, which would help 
to fuel higher spending.

It is within this context that the IMF propos-
es several institutional fiscal reforms, including 
the following:

IMF Recommendation: Bipartisan agreement 
on a clear, simple, medium-term fiscal objective 
(with an integrated view of all budget functions and 
numerical targets for the debt and deficit).

Analysis: Many analysts suggest that Congress 
adopt a budget that puts the U.S. debt on a downward 
trajectory. A carefully designed budget would pursue 
a path to balance with spending control. The IMF’s 
recommendations are much broader than that. In 
conjunction with the IMF’s suggestion to implement 
some of President Obama’s spending initiatives, a 
harmful bipartisan agreement would increase spend-
ing and taxes today and leave the U.S. on its danger-
ous fiscal trajectory. Adopting a budget agreement is 
important, but it cannot be just any budget agreement.

IMF Recommendation: Carefully designed 
mechanisms to trigger revenue or spending adjust-
ments if targets are breached.

Analysis: Automatic triggers that act when Con-
gress fails are a key feature of successful fiscal consol-
idation plans. Such triggers should reduce spending to 
reduce the deficit and debt. Automatically triggered 
tax increases would merely enable greater spending, 
which is the opposite of spending control. As Heri-
tage economist Salim Furth points out, tax increases 
to reduce the deficit are much worse than spending 
cuts for the economy.4 A spending trigger could oper-
ate like the sequester (which the IMF criticized)5 or it 
could trigger actual policy reforms like increasing the 
retirement age, adopting a more accurate inflation 
index to curb entitlement benefit growth, or reducing 
benefits for upper-income earners.

IMF Recommendation: An automatic process 
that would raise the debt ceiling once agreement is 
reached on the broad budget parameters.
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Analysis: This recommendation appears to be 
designed to provide political cover for lawmakers 
who want to authorize additional borrowing.6  Vot-
ing to increase the debt ceiling has high public visi-
bility and is an opportunity to hold Congress and the 
President accountable for failing to control spending 
and waste and for authorizing money for pork proj-
ects.7 Congress should put the budget on a path to 
balance with structural entitlement reforms8 and 
stand accountable to the American people for the 
projected debt increase.

IMF Recommendation: Shifting to a budget 
cycle where annual spending levels are agreed to for 
a two-year period (but with the possibility of supple-
mental budget resolutions during that two-year win-
dow under clearly specified conditions).

Analysis: Proponents of the two-year bud-
get cycle argue that it would provide more cer-
tainty to agencies regarding their funding. Con-
gress already uses multi-year authorizations 
as a tool, and a two-year cycle is not necessar-
ily the best time frame for multi-year projects. 
Proponents also argue that it would free Congress 

to conduct important oversight work. This assumes 
that Congress is falling behind in its oversight 
responsibilities for a lack of time, an unlikely prop-
osition. Senator Tom Coburn suggests instead that 

“[i]gnoring their responsibility to conduct oversight 
and determine if a given federal program is effective, 
Members of Congress are often beholden to special 
interest groups and would rather continue funding 
an old program instead of eliminating it.”9

As for the possibility of supplemental resolu-
tions, a two-year cycle makes these very likely 
due to the estimating challenges for the $4 trillion 
enterprise known as the federal budget. As former 
House Budget Committee staffer Patrick Louis 
Knudsen has warned: “[More supplemental spend-
ing] would risk depleting the budget resolution as a 
vehicle for defining either public policy or fiscal dis-
cipline and would risk institutionalizing the spend-
as-you-go practices of recent years.”10 Finally, given 
the general breakdown of budgeting in Congress, a 
two-year cycle is no less likely to suffer from stop-
gap measures but could indeed exacerbate prob-
lems in the current process.11
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A Credible Strategy
As recently as 2011, the IMF warned that the U.S. 

lacks a “credible strategy” to stabilize its mounting 
public debt.12 Little has changed in the U.S. debt out-
look since then: The U.S. still lacks a credible action 
plan to prevent public debt from growing far beyond 
the size of the U.S economic product, or GDP, before 
today’s preschoolers go off to college or work.13 Such 
a strategy must begin with putting entitlement 
spending on a more sustainable long-term path, par-

ticularly by reforming health care and retirement 
programs for the elderly. Instead of singing to the 
tune of the Obama Administration, the IMF should 
go back to the drawing board to identify budget 
reforms that will curb U.S. spending and debt.
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