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REVENUE ACT OF 1978

MONDAY, AUGUST 21, 1978

U.S. SENATE,
CoMMmITTEE ON FINANGE,
Washington, D.C.

The committee met, pursuant to notice, at 10 a.m. in room 2221
Dirksen Senate Office Building, Hon. Russell B. Long (chairman of
the committee) presiding.

Present: Senators Long, Ribicoff, Bentsen, Moynihan, Curtis, Han-
sen, Packwood, Roth, Jr., and Danforth.

The CuammaN. This morning we are limiting witnesses on panels
to 5 minutes to summarize their statements, Your entire statement, of
course, will be printed in the record.

We have a panel of three, which will be allowed 15 minutes for the
panel—5 minutes for each witness, 15 for the panel. If there isa panel
of four witnesses, they will be allowed 20 minutes.

The Senator from Missouri, Mr. Danforth, is recognized for five
minutes.

Senator Danrorr. Thank you, Mr. Chairman.

Mr. Chairman, I want to share a few thou%hts with the committee
as we begin hearings on this bill. The country’s economy is entering a
very precarious period. Internationally, the dollar is in serious trou-
ble. This problem Plays havoc with the domestic economy and threat-
ens the viability of the international monetary system.

We seem incapable of reducing our trade deficit. We are increas-
ingly dependent upon foreign oil, and its price constantly threatens
to increase. Domestically, inflation continues unabated. Business con-
fidence has been seriously eroded, and this fact is reflected in the dan-
%erously low rate of capital investment we are looking at today and

acing 1n the future.

Productivity growth for the past 10 years in our economy has lagged
behind every other industrialized nation except Great Britain—we are
tied for last with the English.

‘We must create millions of new jobs in the next 8 to 10 years, and
business cannot do it in this environment.

Paper ‘proﬁt,s are up, but when adjusted for inflation, these profits
are grossly overinflated. Many industries are debt-financed up to their
limits. When these financial problems are considered in combination
with the international uncertainties, the Federal budget deficit is e?
to $40 or $50 billion, and expensive and often counterproductive Fed-
eral regulations, there is no wonder that business confidence is dan-
gerously low.

The House bill provides some help but, in my view, it does not go
far enough.

(205)
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During the course of this committee’s deliberations, it is my hope
that, at a minimum, we can add the following items to this legisla-
tion: One, increase incentives for capital investment; two, additional
tax reductions for individuals; and three, a tax measure to help con-
trol Federal spending.

I would like to discuss these very, very briefly, in order.

First, increase incentives for capital investment. My own top prior-
ity in this regard is a larger cut in the maximum corporate tax rate
Possibly, this cut could be phased in over 3 to 5 years. I would also
hope that we could give careful attention to several alternatives for
hefping business to recover fully the cost of new capital investment;
that is, to address for effects of inflation on undepreciable assets.

It may bo that we also should increase the investinernt tax credit, but
the important point is that we must encourage business investment in
this tax bill.

I say this with some political trepidation because of the risk of being
branded a Republican tool of business. However, in testimony last
week before this committee, Secretary Blumenthal made precisely
the same point. T was encouraged and impressed bv the Secretary's
statement and that he was open to considering more incentives for
capital investment in this bill,

Second. additional tax reductions on individuals. The House bill
takes an important and needed step in tax reductions for individusals.
However, it does not go far enough. The House bill would grant to all
individuals protection for 1 year against most of the impact of infla-
tion’s pushing them into higher brackets. I hope that this committee
will extend that protection for at least an additional 2, or perhaps 3
vears.

Finally, the tax measure to help control Federal spending. I think
that it is imprudent to talk about tax reductions without talking about
.cuts in Federal spending.

At the current high point in our post recession recoverv. it is appall-
ing to realize that Federal spending as a percent of GNP is at a 20-
vear high—22.3 percent. It 1s no wonder that we have a $50 billion
Federal deficit.

Last week I, along with Senators Bellmon and Proxmire, intro-
duced a measure that would limit to 2 percent the rate at which real
Federal spending can grow annually. If the Federal spending exceeds
2 percent, the excess would be funded on the income tax.

The principle behind this measure is that no politician wants to
increase taxes, but the threat of tux increases would give us a discipline
that we currently do not have.

That, Mr. Chairman, is what T think we should add to this bill: one,
increased incentives for improved capitol investment ; two, additional
tax reductions for individuals; and three, a tax measure to help con-
trol Federal spending.

Thank you, Mr. Chairman.

The Criatrmax. Thank you.

Now we will call a panel consisting of Roland M. Bixler on behalf
of the National Association of Manufacturers; Mr. Wallace J. Clar-
field, on behalf of the tax council; and Dr. Jack Carlson, vice presi-
g:ntt and chief economist, Chamber of Commerce of the United

ates.

You have 5 minutes each, gentlemen ; 15 for the panel.
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STATEMENRT OF ROLAND M. BIXLER, PRESIDENT, JBT INSTRU-
MENTS, INC., OR BEHALF OF THE NATIONAL ASSOCIATION OF
MANUFACTURERS

Mr. Bixrer. Mr. Chairman, my name is Roland M. Bixler. I am
President of JBT Instruments, Inc.,in New Haven, Conn. I represent
the National Association of Manufacturers as a member of its board
of directors and as chairman of its committee on taxation. Accom-
panying me is Cliff Massa III, assistant vice president and director
of taxation for NAM.

The NAM is made up of 12,400 member firms, which employ a ma-
jority of the country’s industrial labor force and which produce over

5 percent of the Nation’s manufactured goods, and we represent an
additional 125,000 firms affiliated with the NAM through the National
Industrial Council. Over 80 percent of NAM members are generally
classified as small businesses. I am a small businessman myself, as an
owner-manager of an electronic manufacturing firm employing fewer
than 100 persons.

H.R. 13511, the tax reduction bill adopted by the House, is a signifi-
cant step in the right direction on tax reductions and capital forma-
tion and can serve as a solid foundation for construction of a more
effective package. NAM has expressed support for and continues to
recommend a somewhat larger total tax cut and particularly a further
reduction in the corporate rate. In addition, we strongly favor a two-
tier corporate rate rather than the serics of graduated steps currently
included in the bill.

I also want to reiterate N.AM’s strong support for the use of econ-
ometric analysis for measuring the ripple effects and net revenue
impact of tax proposals such as H.R. 13511 and others before this com-
mittee. Four years ago this month, the NAM started the tax impact
project, known as TIP, to develop the capability to move beyond the
static revenue estimate by which tax proposals had been judged tra-
ditionally. My written statement includes an extensive appendix (pages
1-9 of appendix B) which introduces this type of analysis for HL.R.
13511 and an alternative larger corporate rate cut. These new figures,
based upon 4 years of experience, come from the Ture-TIP model,
developed by Norman B. Ture, Inc., of Washington, D.C. with
sponsorship by TIP.

Dr. Ture and his colleagues stress the dynamic effects of tax changes
on the supply side factors of the economy, such as the availability and
overall cost of capital. We appreciate the continuing interest expressed
by Chairman Long and other members of the committee in support of
this type of analysis. We are pleased to note that Secretary Blumen-
thal in his testimony before you on August 17 also recognized the
importance of estimating supply side effects of tax changes.

Vhile supporting a tax reduction on the order of up to $25 billion,
we recognize the potential for adversely affecting the Federal deficit
and inflation. The impact on the deficit can be eased both by spendin
cuts and by a well-reasoned mix of reductions within the package. A
tax reductions do not affect all taxpayers in the same way, so they do
not produce the same kind of economic effects.

The Ture-TIP analysis of H.R. 13511 indicates that, dollar for
dollar, the reduction in the corporate income tax rate in general has a
greater impact on the level of investment and a larger feedback effect
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on net revenues than do the individual tax reduction. My written state-
ment explains this result in some detail.

What this suggests is that a significant portion of the general tax
cut should be provided to the corporate sector, particularly since the
level of business investment has been disappointing and the Federal
deficit needs to be restrained. Thus, providing one-third of the pack-
age to business would be desirable.

For many years, the business community has supported an across-
the-board rate reduction as the simplest, most equitable and most
stable form of tax cut. NAM applauds the administration’s emphasis
in this area, and we urge this committee to adopt general rate-cuts as
the centerpiece for a general tax reduction packa

We have supported a tax cut of close to $25 billion which would
allow a larger corporation rate cut than is provided in H.R. 13511. A
3-percentage rate-cut to a 17-percentage bottom rate and a 45-percent
top rate, plus an increase in the current $50,000 corporate surtax ex-
emption to $100,000 would actually produce a net revenue gain of
about $1 billion in the first year, with & sizable increaso in total invest-
ment and gross national product, according to the newest figures in the
Ture/Tip analysis,

This is in contrast to an approximate $8.2 billion revenue loss in
1979 using a static estimate based on Treasury figures. Now, again,
we recognize the realities of the budget resolution situation and we
feel that larger reduction in H.R. 13511 is desirable.

Thank you very much.

The CramMaN, Mr. Clarfield ?

STATEMENT OF WALLACE J. CLARFIELD, ON BEHALF OF THE TAX
COUNCIL

Mr. Crarrrerp. My name is Wallace J. Clarfield, on behalf of the
Tax Council.

Mr. Chairman, because of the rush of getting our statement in last
Friday, we were unable to include any comments about the Secretary’s
testimony, and we have submitted some additional data that I would
request be included in the record.

enerally, the council feels that the bill is a good bill, and we sup-
port it. We applaud the corporate rate reduction. We believe more
must be done 1n this area, and we think this is & good start.

For the investment credit, we approve making it permanent and we
approve the provision that would permit an offset of up to 90 percent
of a corporation’s Federal income tax for investment purposes.

We would recommend that, instead of being phased 1n at 10 percent
a year, that at the outset to be increased to T0 percent, that an addi-
tional 10 percent increments, thereby giving a medium infusion to busi-
nesses, which certainly need this help right now.

As far as pollution control facilities and the investment credit
changes there, pollution control is a very expensive proposition for
American businesses today. We all recognize the need for it, but we
certainly need help in getting the capital.

Pollution control facilities not only cost a lot of money which are
nonproductive in terms of return to the investor, but they cost a lot
of money to operate.
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As far as individuals, we think that the rate reduction schedule
under the bill is not oniy fair, but it starts to correct some of the
inequities that have been built into the system over many years. The
middie and upper income groups need relief in this country. Recent-
statistics indicate that taxpayers having an adjusted gross income of
$25,000 or more, although constituting only 10 percent of the tax(fmﬁr-
ing public, actually pay 50 percent of all individual taxes; and the
taxpayers having an adjusted gross income of $17,000 or more, al-
thougf\ constituting only 25 percent of the taxpaying public, pay
about 72 percent of all individual taxes. . )

Consequently, arguments that the bill is weighted in favor of high-
income groups is fallacious; since the taxes are weighted in the direc-
tion of higher income groups, it is only appropriate that reductions be
weighted in the same way, if the same degree of progressivity is to be
maintained as time goes on.

Here I would like to point out that the Secretary, on Thursday,
again made the point that he would like tax reduction to be in the
form of an increased credit for individual exemptions instead of an
increase in the deduction for exemptions. We should point out that
credits, or deductions, retain progressivity without making any change
in the relative progressivity of the tax system.

Credits compound progressivity. Every time you switch a deduction
to a credit, you are increasing progressivity, and question why should
the progression of the tax system go up every time we have a tax cut?

TFFurthermore, aside from the basic question of fairness, we should
point out that higher income groups are the ones who, in fact, are
able to save and enhance capital formation, and this bill is a step in
enhancing that capital formation.

We support the capital gains proposal. We do not think that this,
again, is a rich man’s bill—unless you argue that anybody earning
over $17,000 is rich in this country.

We think that the minimum tax on capital gains is an unfair tax,
unless it is truly an alternative tax. Right now it is an add-on tax and
it is not fair for those who have capital gains. The maximum tax con-
sequences are very unfair. They really hurt people who have earned
income. They are the people in this country who are the producers.
If they happen to have some capital gain, they really get hurt.

On other items, we support the taxation of unemployment compen-
sation. We think that the bill makes only a start. We should not have a
syls)tggx whereby we encourage people not to work by paying them a
subsidy.

In summary, we agree with the bill’s provisions on deferred com-
pensation. We think it is a fair and timely manner, and I am out of
time, Mr. Chairman.

Thank you.

The CaamsaN. Thank you.

Mr. Carlsont

[The prepared statement of Jack Carlson follows:]

STATEMENT OF JACK CARLSOR, VICE PRESIDENT AND CHIEF
ECONOMIST, CHAMBER OF COMMERCE OF THE UNITED STATES

Mr. Carwson. Thank you, Mr. Chairman.
My name is Jack Carlson. I am vice president and chief economist
of the Chamber of Commerce of the United States.
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The National Chamber recommends that the Senate adopt a pro-
ram of substantial tax relief, accompanied by realistic but firm
imitations on the growth of Federal spending.

We recommend $25 to $30 billion of tax relief on an annual basis,
about twice as much as passed by the House, smaller than the 1975
tax cut, sized to the 1979 economy, and about half the size of the 1963-
64 tax relief.

We recommend targeting one-third, or $8 to $10 billion of the tax
relief to encourage job creating, capacity expanding, and inflation-
dampening investment; and a $32 billion, or 7-percent limit, to the
growth of Federal outlays. This would be enough to provide for cur-
rent services and prior commitments. And we recommend that the
Second Concurrent Budget Resolution would be the place to come
down on the size of the tax relief, as well as spending limitations.

We recommend limiting the growth of Federal budget authority
which is excessively building up spending for fiscal years 1980 and
1981. We recommend limiting the Federal deficit to $35 to $40 billion
re(i[uired to bring down inflation, allow interest rates to subside, and
help with the decline of the dollar.

Specifically, we believe that this committee should reduce the top
corporate rates by at least 4 percentage points, reduce the corporate
tax rate on small business to a greater extent than is contained in
H.R. 13511, liberalize the investment tax credit including extending
it to all productive structures and without limitation based on tax
liability, reduce the tax on capital gains by at least $2 billion, as con-
tained in the Hansen-Steiger bill, and contrary to the Treasury’s
analysis—in fact it is so discouraging reading the Secretary of the
Treasury’s statement when he says his estimates for particular tax
ci;'anges, including the Hansen-Steiger bill do not include feedback
effects.

If you look at the feedback effects, two-thirds of the benefits will go
to middle and lower income people because those are the people who
fill the additional jobs that will be created by that bill.

We also believe we should move toward a complete capital cost
recovery system immediately or over time. as suggested by Senator
Danforth, and begin to eliminate the double taxation of corporate
income,

The National Chamber also urges an across-the-board reduction in
individual tax rates of $17 billion to $20 hillion. We have not had one
since 1964, and we have discriminated against this group of taxpayers.

The Chamber is specifically concerned about the heavy burden of
taxation facing small businesses. Since 1964, only one tax measure has
given significant relief to small businesses—the creation of the 22
percent. break before the second $25.000 of taxable income and the
reduction in the tax rate from 22 to 20 percent on the first $25,000—
vet prices have doubled in those 14 years, leaving many small busi-
nesses with lower real after-tax income. It is time for the Congress to
redress this loss by raising the current surtax exemption and lowering
the corporate rates rather than by adopting the anemic, complicated
;{.ld piecemeal graduated rates and multiple brackets approved by the

ouse.

Instead, we advocate a $200,000 surtax exemption with a 15 percent
rate applied to the first $50,000 of taxable income. This gives more
needed tax relief than in the House bill.
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We are concerned, as everybody is, as the editorial writers are,
about the declining dollar. This is not the time to increase taxes on
exports without a substitute, and there is no substitute being pro-
posed ; thereby, to phase out DISC and deferral is irresponsible in
these conditions.

Thank you, Mr. Chairman.

The Cramrman, We thank each of you for your statements. Gentle-
men, 1 think that all three of you reflect somethin% that is of con-
cern to me. I think the one reason taxes are so very high on business
is so far we have not been able to find a way to demonstrate that the
taxes are counterproductive. When we passed the investment tax
credit. it was estimated that we were losing for the Government about
$1 billion for each point. So a 10 percent investment tax credit goes
down as though the Government 1s losing $10 billion on the invest-
ment tax credit.

When we repealed the credit, instead of making money we lost
moneyv. We lost as much as we thought we were going to make. When
we enacted the credit, instead of losing money, we made money—just
the reverse effect of the revenue estimates every step of the way. This
tends tu prove to me that we have taxes so high on the ablest and
most productive people in this economy and also on our corporations
that they are defeating their own purpose. They are bringing us less
revenue when they would bring us more if the rate were not so ridicu-
lously high. .

I do not know how we are going to prove it, The Treasury does
not want to look at this.

I compared it, in talking to one of the Treasury people, to the situ-
ation where you shoot at a duck flying across the duck blind. If you
shoot aiming at the duck, there is no way you can hit it, you have
to aim in front of where the duck is to have a chance of hitting it.

Treasury said, when you make revenue estimates like that, you are
speculating. It is something nebulous. _

My reaction is, if you do it the way you are doing it now, which
is like shooting by aiming at a target moving across in front of you,
vou cannot do anything but miss. You have to be wrong when you
do it the way vou are doing now. You are assuming that our economy
is standing still, and it is not standing still. And somehow we are
going to have to move those people so that their estimates are based
on what is actually happening in a moving economy rather than what
would happen in a completely dead, static economy lying still in the
water. Otherwise we will continue to have taxes so high that they
stifle the very growth you are hoping to bring about. The tax pro-
visions lose revenue to the Government, and yet Treasury estimates
coming in here indicate that if you try to do something about them it
is going to cost the Government a fortune when, in fact, it would
probably create additional revenue for the Government.

So far, just on the capital gains alone, we have not been able to get
the administration to bring in an estimate that looks at the kind of
data that they looked at in 1963 when President Kennedy sent his
recommendation up and indicated that you would have induced effects
that would pick up $650 million. I could not find s dollar out there
today of the $650 million that President Keanedy had. .
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Somehow, we are going to have to get people to see some of the
errors of their ways. %am not saying that Dr. Norman Ture is correct
about everything, Mr. Bixler, because I know that he has made his
mistakes, just like all the rest of us, from time to time.

I am saying on this point that those of you in the business commu-
nity are going to have to convince the people in the Treasury that they
are just as wrong as they can be. I do not know how you are going to
do that except by getting a lot of economic support, and also by get-
ting some solid business people, bankers and others, to help point
out to Treasury that they are back in the dark ages with their revenue
estimates, by not taking into account the dynamics of this economy.

Mr. Caresoxn. Senator Long, may I make a comment$

I was particularly discouraged with the Secretary’s testimony when
he said estimates for particulgz;r tax changes do not include feedback
effects. There is no attempt to even try to measure it, which puts us
even further into the dark ages than if we had arguments about what
the feedback effects would be, and clearly no one in this world who
has had any background at all will say that when you lower the cost
of capital, you are going to invest less in capital, not more. All the data
shows you are going to invest more.

The argument should really be on what the magnitude of how much
more investment and job creation comes from it, not that there will
not be any.

The Cniarryax. I hate to say this about our friends in the Treas-
ury—in fact I do not like to say it about any Government agency—
but when it is true, I think it is our duty to say it. They are demon-
strating the same old bureaucratic tendency to place a ridiculously low
revenue estimate on something that they themselves gencrate, and to
place a ridiculously high estimate on something that someone else
generates,

If they had thought of the capital gains cut first, if they had put
it in the administration package, my guess is they would have found
even more feedback than President Kennedy found in his proposal.
But since it is somebody else’s idea, they will wander aroand in the
dark forever and not be able to find that feedback.

Maybe with your help. though, and with the help of others who
have served in some capacity, we can get them to change their attitude
of assuming that a tax cut will not work—because basically that is
what you are doing when you are assuming that there is no feedback,
no beneficial effect to be generated by what you are doing, that you
are only cutting taxes, for example, to help a rich man or a poor man,
whoever gets the first bite of that dollar. That assumption has got to

an error.

Mr. Bixier. On table 5 of page 9 on my statement, there is very
fresh material on what would be the result if we were to reduce the
bottom rate to 17 percent and the top rate to 45 percent, a reduction
of three points.

The astounding thing to me is that, in the very first year, there would
be an increase of Federal revenue of $1 billion as against the estimated
dgﬁci]t of $8.2 billion in the static predictions that were made pre-
viouslv.

At the same time, this change alone.would account for $18 billion
increase in the gross national product in the business sector and in-
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crease domestic nonresidential investment by $9 billion. Is that not the
ve%lthing we have been talking about?
e CiammaN. Right. Thank you, gentlemen.

Senator Danforth ¢

Senator DaxrorTir. One of the problems with trying to advocate
business tax cuts is that it is viewed by the press and by a lot of people
as being probusiness, antipeople.

President Carter, in his economic report in January, stated that over
a broad expanse of years, im{)mvements of the standard of living in
this Nation depends primarily on growth in the productivity of the
American work force. He went on to tie productivity to investment.

Therefore, his position was that the standard of living of people was
tied to productivity and to capital formation.

Now, over the last decade, in productivity the United States has
ranked, obviously, behind Japan and West Germany, also behind
France, behind Italy; ticd with Great Britain,

In capital formation as a percent of gross national product, tho
United States has ranked last among the industrialized countries, well
behind France, Italy, the United Kingdom. I do not think many of us
would view them as exactly economically strong countries right now.

Now, my (suostions to you are two. One, is it reasonable to link the
standard of living of the people in this country to productivity and
capital formation; and two, would a tax reduction phased over b years,
clearly within the budget resolntion, phased over 5 years so that by
1983 it gets down to a maximum corporate rate of 42 percent, be a sig-
nificant stimulus for increased productivity and capital formation?

Mr. Bixrer. In my opinion, the answer to both questions is yes.
Certainly productivity depends, in part, on investment in facilities and
equipment and also in research and development. These all finally have
the effect of making it possible to pay higher wages and have a higher
standard of living.

On the other question about a definite phased-in further reduction of
the corporate rate as an important factor in business planning, in vari-
ous small corporations in which I operate it would indeed be impor-
tant. I serve on the board of some larger institutions, and T am sure
that there, in particular, that kind of predictability is very important.

We have sald in times past it is so important to make the investment
credit permanent. That is one of the good things that is being done in
the bill before you now. This is important because you do not make
these investment decisions overnight. You do not spend money just for
the sake of spending it.

Senator Daxrorti. I would hope that you can share my view that
the bill that is before us now is inadequate for the purposes we are
talking about.

Mr. Bixrer. T described it as a good first step, but inadequate in the
long run is more accurate.

Mr. CrarrreLp. To the first question you raised, there is no question
that productivity is dependent on capital formation. I think we all
agree with that.

On the second question, T am not sure what fyou mean by tax reduc-
tion. If you are talking about tax reduction for that segment of the
economy that would consume more, then I would say——

Senator DanrortH. Reduction in corporate rates,



214

Mr. CrarrFrELp, Absolutely. No question. I a, with you.

Mr. CarusoN. If you would turn to page 7, and mgsequently to
page9, it reinforces exactly what you said on a comparison across coun-
tries, in terms of the U.S. experience.

As you will notice in the U.S. experience, investment growth after
adjusting for inflation was about 3 percent until 1973. Since 1973, the
annual growth rate has been 1.1 percent. The capital per labor hour
conseauently has gone down, Consequently, productivity growth has
gone down.

And notice that real wages have actually declined, and that is where
you get to your standard of living. Standard of living is growing less
rapidly and is, in fact, negative in many sections of our community
because we do not have the investment growth.

If I could finish the point, on page 9, 1f you will look at the different
proposals to encourage investment, the investment tax credit, capital

ins ¥nd the corporate rate, you see in line 4 where a family income
does go up for every $1 billion of investment you make after 4 years.

Senator Danrortu. Thank you.

Senator MoyNiHAN. Senator Packwood ¢

Senator Packwoop. Dr. Carlson, on page 16 of your statement, you
make reference to a capital gains tax relief cut of $2 billion. I am not
sure what you mean by $2 biﬁion. All the estimates that we had showed
an increase in revenues for adoption by the Steiger-Hansen capital
gains tax.

What is you $2 billion figure .

Mr. Carwson. The $2 billion was accegiing the static aps}Jroa_c}} of
the Treasury, and some estimates have been a little over $2 billion,
others after 4 years have been as high as $3 billion.

We did mean the Hansen-Steiger bill.

Senator PAckwoop. You are projecting, then, not the Merrill Lynch’s
or Dr. Ture’s or Data Resources estimates in the future that we will not
lose money on that in the first year?

Mr. CarusoN. We fully expect that you are going to have an increase
of capacity and you are going to have an increase in jobs and people
are going to pay taxes on those jobs, and the increased return on invest-
ment. So some of the loss you receive initially will certainly be re-
covered in the near term.

I think the extent of the argument we have in this country is whether
you recover all of it and how soon, and I do not think you even need
to face whether you recover it at all. The fact that you will recover
some and it stimulates the economy and raises the standard of living
to justify going ahead with it.

Senator Packwoop. Those four studies we had projected an increase
in capital gains receipts even in the first year because of the presump-
tion that a great number of people are going to sell stock that they have
had for a long period of time immediately. Maybe this is under the
theory the capital gains tax will not remain low very long, and they
h}::.d better get out now. They do not even project a loss at all from
the start.

Mr. Carrson. I understand it. That is the one stimulus that would

. have the unlocking provision more than some of the others. It is aw-
fully hard 