
Financing the Federal Government 

 

 

OASI- old-age and survivors insurance 
DI- disability insurance 
HI-hospital insurance 
SMI- Supplemental Medical insurance 

 

Of the four trust funds, three are reported to be in crisis and we’re told they will 

run out of funds in the near future. But one trust fund is considered healthy and in 

no danger. (Adequately financed indefinitely) 

The only difference? The Medicare SMI trust fund has the legal authority to pay 
full benefits if the trust funds are ever exhausted and the other three don’t have 
that legal language. 
 
Social Security and Medicare laws could simply be amended by language that 
ensures that the payment of program benefits is never constrained by trust fund 
balances. And It would remove the illusion that paying out benefits is dependent 
on payroll tax receipts + trust fund balance(s). It doesn’t need to be. It’s a political 
problem; not a financial problem. 



 
 

 

 

Federal Government is the currency issuer; states, corporations and 
households are currency users. That is a very important distinction that 
is irrefutably true but is hardly acknowledged.  
 

State and local governments have to tax or borrow before they can 
spend. Households and businesses have to earn or find the money 
before they can spend. 
 

The federal government does NOT have to find the money before it 

spends because it creates our money. The government has to spend 

dollars into the economy before the rest of us can get dollars, so it plays 

by an entirely different set of rules. 

 



 

 
Get rid of PAYGO and Byrd Rule. Federal government is nothing like a household 
and doesn’t need to budget as if financially constrained. Government spending 
is limited by Inflation and real resources.  
 

 
The so-called national debt is misleading terminology and deficit hawk dire 

predictions have not happened.  Investors have not lost faith in Treasury bonds; 

the demand is greater than bonds issued. There is no drastic increase in tax or 

interest rates. Inflation rates remain steady over decades. 



 

 

When authorizing the annual Defense budget (NDAA) or bailing out Wall Street, 

no one asks, “How will we pay for it?” The money is always there. Pay As You Go 

(PayGo) and the Byrd Rule do not apply.  

 

 

 



 

 

 

MMT economists point out that’s the way all government spending is done, that 

Congress authorizes spending and the Fed uses its computers to mark up the size 

of the account of those being paid. The revenue comes from Congress writing a 

budget bill into existence, passing those instructions to the Fed which makes 

deposits, which allows the Treasury to spend it out. 



 

Alan Greenspan on NBC's Meet the Press   Aug. 2011 
 

 
 

 
Here is the key point. Every government deficit is good for someone. The question 
is where are the resulting financial *surpluses* going? Right now those surpluses 
are going to the wealthy; to Wall Street, to giant banks and other corporations. 
Our pockets are only empty when we demand funding for the common good, for 
existing Medicare and Medicare for All, for increases to Social Security and many 
other programs that would benefit all citizens.  


