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5 United States Senate,

Committee on Finance,

7 Washington, D.C.

8 The committee met at 10:20 a.m., pursuant to recess, in

d 9 room 2221, Dirksen Senate Office Building., Hon. Russell B. Long

10 (chairman of the committee) presiding.

Cn 11 Present: Senators Long, Byrd, Nelson, Gravel, Bentsen,

12 Moynihan, Baucus, Boren, Bradley, Dole, Packwood, Roth, Danford,z

13 Chafee, Heinz and Wallop.

14 Also present: Mr. Lighthizer, Stern, Morris, Humphreys,

15 Constantine, Wetzler and Buckberg, Staff.

16 Chairman Long. Let's come to order.

17 It has just occurred to me, after yesterdayrs session,

18 Mr. Stern, that some of these items can be resolved as easily

19 by just incorporating them into the overall category.

20 For example, is there a way that we could say this allowance

21 for the real wage insurance -- that is a revenue matter, is it

. 22 not?

23 Mr. Stern. The context in which you will be considering

24 the legislation is as revenue legislation. However, the

25 definitions have been changed so that the refundable portion of
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I revenue legislation is now called an outlay. Even though you

2 see that the bulk of the real wage insurance appears in the

3 section on revenues, there is a little bit of it which is the

4 refundable portion that is considered to be an outlay. That

5 will wind up in the category called "Income Security," as will

6 items number one, social secur-ity cash benefits and item number

7 two, welfare programs.

8 Those two plus unemployment compensation, plus the outlay

d 9 portion of real wage insurance all show up lumped together in

10 one category.
z

11 Chairman Long. Is there any reason why we cannot lump

*12 this number seven which assumes the Administration's figure

13 in the same category with that which assumes we are going to

14 reduce welfare spending and that we are going to raise social

15 service spending and we are going to save some money in social

16 security cash benefits?

17 Why cannot we lump that all together?

9 18 Mr. Stern. You will lump all those together except for

19 social services.

20 Chairman Long. Leave social services out?

21 Mr. Stern. That is a separate category under the budget

22 act. The first one, the social security area and the welfare

23 program area plus what you do on the outlay portion of real wage

24 insurance will all wind up as one number.

25 Chairman Long. We would find ourselves bound to an overall

ALDERSON REPORTING COMPANY, INC.



1 total if we do that?

2 Mr. Stern. That is correct.

3 Chairman Long. That being the case, in the event the real

4 wage insurance thing should not become law, thab means we would

a 5 have a little less burden on us to try to cut down on the welfare

U5 6 that we would have otherwise?

eq
7 Mr. Stern. Yes, sir.

eq
2 8 Chairman Long. Or, to cut down on the unemployment

d 9 insurance than we would otherwise.
z
0 10 Mr. Stern. That is correct.

11 Chairman Long. You could work all that in and it has the

& 12 fortunate situation, too, that we could go on ahead with our

13 bills and then when we get the second budget resolution, we can

14 see where we stand and see whether we are on target or below

15 target, as the case may be, and advise the Budget Committee at

16 that point how we want to do it.

17 That would not commit us to how we have to vote on the

18 real wage insurance at this point.

19 Mr. Stern. That is correct. You would be making an

20 allowance which would allow you to do it but you would not be

21 saying whether you are doing it or not. You would be

22 accommodating it without making a legislative decision at this

23 time.

. 24 Chairman Long. If the House sends us the bill, we can hold

25 hearings and consider alternatives and all of that and in the
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I event the program passes and if we think we can handle it within

2 the overall context of these categories, that means we would have

3 to cut a little more deeply, either do a little less than we had

4 in mind.

e 5 Actually, we would have to do a little more than we were

6 counting on doing on the social service benefits or we would have

7 to cut the welfare program or the unemployment insurance by a

8 8 little more than we would have to cut it otherwise.

d 9 Mr. Stern. That is correct. You would be winding up

E 10 saying that in all of these programs lumped together, you would

11 expect in one way to save a net of $800,000,000. You might do

12 that by saving a billion dollars and spending an extraz

13 $200,000-,000 for the real wage insurance or you might do it by

14 not passing the real wage insurance and only saving $800,000,000

15 out of some combination of unemployment compensation, welfare

16 and social security.

Z 17 You would be free to do it any way as long as you wound up

18 with a net savings of $800,000,000.

19 Chairman Long. I would urge we do that. That being the

20 case, it does not commit anybody to vote for the real wage

21 insurance. It does not commit them to vote against the real

22 wage insurance. If it should fail to pass, it leaves us a little

23 more slack with a little less pressure on these other items.

24 Frankly, I think we could live with it and find a way to do

25 it. If we cannot do it, by the time the second budget resolution
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1 comes along, if we do not think we can do it at that point, then

2 we can advise the Budget Committee that we do not think it can be

3 done.

4 Mr. Stern, You will be making a re-evaluation just before

S5 Labor Day on that question. You would know by that point more

0

S6 realistically what you could pass or not.

N 7 Chairman Long. From point of the spending aspects of the

8 program and the taxing part, too, if the real wage insurance

1: 9 should fail to become law,-we would just have substantial slack

10 for tax cuts on the one hand and for more spending on the other,

I 1I if we wanted to do it.

d 12 ~ We could do what Harry Byrd wants to do, just reduce the

13 deficit by that much.

14 Senator Byrd. Reduce the deficit, that is a good idea.

15 Chairman Long. That will be definitely included in the

16 possibilities, that would be used for further reduction of

17 deficit. I have no doubt how Harry is going to vote on that.

18 If there is no objection, we will lump number one, two

19 and seven together in that fashion.

20 Mr. Stern. Mr. Chairman, since yesterday, you did

21 tentatively agree on social services, just to stay with the

22 figure in the President's budget, which brings you to the

23 health programs.

24 There was a fair amount of discussion in the Committee

251 yesterday. The issue was not actually resolved one way or the
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1 other.

2 The President's budget has $2.1 billion in savings and

3 $0.3 billion in a new program for a net of $1.8 billion in

4 savings. The staff suggestion was that you only commit yourself

a 5 to savings of $1.5 billion.

6 We would add, since you have scheduled hearings for

8 7 mid-March on cost containment proposals, that if you do agree
eq

3 8 to a number of this magnitude, that you direct the staff to

d 9 describe more fully the proposals which are just outlined on
z
a

10 page 54 of the blue book and issue a press release to that

11 extent so that people who come in and testify at those hearings

12 can cto.mment on these proposals as well.

13 Senator Bradley. Mr. Chairman, does the $1.5 billion

14 include the child health legislation?

15 Mr. Stern. It does not take a position one way or the other.

16 That would be a net figure. If you wanted to do $300 million

C 17 worth of child health program, you would save $1.8 billion.

18 The total amount which you could save by doing all of these

a 19 items is probably something like $2 billion. You would have a
0

20 certain amount of laditude there if you wanted to do a new

21 program at the same time as you were saving funds.

22 Chairman Long. Mr. Constantine?

23 Mr. Constantine. Mr. Chairman, in addition to these, we

24 have a few other possible cost saving recommendations which in

25 addition to those described, which we have developed since that
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went to press, and we would like to add those to any staff

suggested alternatives for the Committee's consideration, simply

for drafting purposes and you can decide later on whether you

are interested or not interested in the suggestions.

Mr. Stern. Also to give people a chance to comment at the

hearings.

Chairman Long. If I understand it, it is your thought,

Mr. Stern and Mr. Constantine, knowing how the Committee has

reacted to these provisions in the past, that we are going to

have real difficulty in getting to a $1.5 billion savings.

Mr. Constantine. To a $1.8 billion savings, which was

the Administration's figure. The $1.5 billion is going to be

very hard to get it.

Mr. Chairman, I must say the staff, for working purposes,

is even assuming in that $1.5 billion, probable enactment of

some kind of standby overall hospital cost containment

legislation in addition. It is going to be a rough figure to

get to even with all of the alternatives we have.

We think that is the maximum number of $1.5 billion.

Senator Danforth. Mr. Chairman, if I may. Last year we

had several proposals before us on hospital cost containment.

The bill which was passed by the Senate was Senator Nelson's,

is that not right?

Mr. Constantine. Yes, sir. It was actually Senator

Talmadge's with Senator Nelson's billing on top of that, with
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1 going to be this year.

2 Mr. Constantine. Senator, your choices are these, as we

3 see it. You can just disregard the Administration's estimated

4 savings on hospital cost containment and add $1.8 billion to the

u 5 deficit. That is the hard way. Frankly, the staff's concern

6 there was any kind of labeling a budget buster on the Committee

54 7 because you did not accept that $1.8 billion.

8 The alternative was to try to develop as many possible

alternative approaches to hospital cost containment, to achieve

a 10 significant savings approximating those in the budget as we

11 could think of and we have most of those listed here.

12 Those are really your options as we see them, or az

13 combination.

0 14 Chairman Long. Mr. Constantine, since you have been

C 15 with this for some time and you have followed it closer than

C 16 anybody who is sitting here, how much savings do you think.

17 it.would ce? The Senate voted fo.r more-cost'containment than

18 the -Committee voted -for- last year.,

19 Assuming we would go along with what the Senate did last

20 year, which was really more containment than the Committee voted,

21 and do some of these other things that you have been looking at

22 and knowing what you know about the Committee and the general

23 attitude of the Senators, about how much cost containment do you

24 think we might be able to come up with?

25 Mr. Constantine. Assuming enactment of a standby hospital
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I Mr. Constantine. Assuming enactment of a standby hospital

2 cost control program or an alternative approach, we think overall,

3 with these options here, you might come up with $1.5 billion.

4 Senator Dole. That is if we do all of them.

' 5 Mr. Constantine. No, sir. The sum of these would be a

6 little more than $1.5 billion. It would probably be about

7 $2 billion if you had all of these plus some kinds of cost

8 8 containment. The Administration has about $400 million in

d 9 benefit increases which we did not include, such as CHAP,

10 which is $300 million.

1 flIn other words, you could achieve additional reductions by

6 12 not acting on their benefit increases or postponing the effective

13 date of those.

14 We think there is a reasonable possibility on an aggregate

15 basis of approaching $1.5 billion, not $1.8 billion. Again,

16 that is another matter that you could review once more before

C 17 the second budget resolution.

18 Chairman Long. This standby bill that w,- are talking about,

19 is that something that did pass the Senate or did not pass the

20 Senate?

21 Mr. Constantine. The standby bill which the staff was

22 thinking of, Senator Nelson's bill as he offered it in the

23 Committee, which was essentially the one you and Senator Talmadge

24 directed us to work up, it is something like that with a little

25 more equity in it which is what we thought would ultimately be
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1 enacted and perhaps at a savings of not more than $700 or $800

2 million the first year.

3 These additional amounts, to bring you up to the $1.5

4 billion or even in the absence of an overall hospital cost

5, containment proposal, a standby affecting all hospitals, there

6 are app-oaches which might approximate $1.5 billion, if you

7 wanted to consider them.

8 You may want to do some of what we have recommended. You

d 9 may want to do none of them. You may want to do all of them.Z
10 We simply were trying to give the Committee alternatives.

z
11 Chairman Long. Mr. Heinz?

7 12 Senator Heinz. Mr. Chairman, Mr. Constantine propounded

13 a very interesting and apparently mutually exclusive choice to

14 the Committee.

0 15 We can either accept $1.5 billion which he labels as

16 -totally unrealistic or we can reduce it towards zero, minus

Z 17 $1.5 billion or zero and be labeled budget busters.

18 That is known as a no win proposition. We overpromise,

19 knowing that we should not on the one hand, we create an

20 unrealistic expectation, and on the other hand, apparently the

21 President has designed this proposal so that if we do try to

22 put some realism into it, the onus of telling people the truth

23 falls on us and not on him, for having made unrealistic

24 assumptions about the effectiveness, the timing or the

25 implementation of his legislation.
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1 I find it unique that those should be the only choices that

2 are really available to us.

3 Mr. Constantine. Senator Heinz, we just did not know what

4 to do. Yesterday you will recall that the staff said they

e 5 believed the savings in the President's budget with respect to

6 the hospital cost containment were grossly exaggerated.

7 Senator Heinz. Maybe one of the alternatives is to say

8 that the President clearly has sent us an unrealistic proposal

d 9 and explain to the people what is what. That would require by

10 . partisan the majority of this Committee.

11 Chairman Long. Senator Dole?

6 12 Senator Dole. I was here yesterday when we had the

13 discussion. I think this is all a very nice exercise to play

14 with all these numbers. At least what I do not want to do is

15 suggest by adopting some figure of $l.5 billion that somehow

16 am going to agree to cost containment proposed by the

. Administration and then suggesting if we cannot find $1.5 billion

18 somewhere else, then we are stuck with cost containment proposed

19 by the Administration.

20 It is an unrealistic program and I am not going to buy it

21 in a little 30 minute session here on the budget. We have not

22 had hearings on any of the things that have been suggested. We

23 are not certain what the Committee is going to do.

24 It seems tp me,having been on the Budget Committee, I know

25 the problem, but do we have to adopt every figure that the
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1 President sends us?

2 Chairman Long. Let me show you some good news here. This

3 is not like the situation we found ourselves in last year where

4 we had that bill, that big tax bill which more or less had to

5 pass and everybody agreed we had to pass that tax cut bill

6 because there would be a lot of hardships if we did not pass it.

7 It was necessary to offset the burden of a social security

8 tax.

9 This type bill will go out there to the Floor where if we

10 do not recommend enough hospital cost containment to satisfy

11 this item, if someone makes a point of order, he cannot just

12 offer an amendment and make a point of order which forces the

13 amendment to be added to the bill, if he makes a point of order,

14 it would not force us to agree to anything, would it?

C 15 It seems to me basically if we report a bill that falls

16 short of $1.5 billion, it would not be subject to a point of

17 order because insofar as the bill does anything at all, it would

18 move us towards the $1.5 billion, would it not?

19 Mr. Stern. That is correct, Mr. Chairman. There are no

20 points of order any way under the first budget resolution. You

21 are just setting yourself a budgetary target for legislation.

22 Even after the second resolution, the only time that matters

23 are binding on the Committee is if the second resolution

24 literally directs the Finance Committee to report legislation

25 that does something. That has only happened once and that is when
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I you were directed to report a tax cut.

2 Chairman Long. Even if you do that, even if you have such

3 a resolution that directs us to report something like that, once

4 we report it out, we are not bound to vote for it, are we?

5 Assuming we get in a trap where we have to report something

Z 6 out to cut costs by more than we think they ought to be cut,

7 once we have reported it out, have we not discharged our duty?

8 Mr. Stern. Yes, sir.

d 9 Chairman Long. From that point on, just like Senators who

10 all the time vote to report something, reserving the right to

11 vote against it on the Floor, we can all vote against it out

r 12 there on the Floor, can we not?z
13 Mr. Stern. Yes, sir.

14 Chairman Long. The Budget Committee cannot make us vote

15 for something.

16 Senator Dole. They can say you agreed on this and the

A 17 budget and now you want to exceed the budget. You are then

18 trapped.

19 Chairman Long. We will tell them. We will say, look, we

20 do not know how we are going to do this. It is all right with

21 me to put in everything Senator Heinz said in the report and

22 everything you want to say, Senator Dole, and everything

23 Mr. Constantine said.

241 We can say, we have our serious doubts and we do not see

25 how we are going to be able to do this. It looks like an
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1 insurmountable chore, but we think conceivably we might manage

2 to get down to $1.5 billion, that we think $1.8 billion

3 absolutely cannot be done. We think that is beyond the pail.

4 We really do not see how the $1.5 billion can be done but

5 for purposes of negotiation and talking, we are willing to think

6 in terms of $1.5 billion. We have not tried it but we are here

7 to tell you right now we do not see how it can be done.

8 Mr. Constantine. Mr. Chairman, you have scheduled hearings

9 on the Medicare and Medicaid administrative and reimbursement
0

10 reform for the 13th and 14th and possibly the 15th of March,

11 with markup scheduled the following week.

d 12 At the end of that time, you should have a pretty good fixz

13 on the Committee's sense of how much it wants to do and how much

2 14 it does not want to do in those areas and you can always modify

2 15 later on.

16 This $1.5 billion is what we were simply suggesting to

17 protect the Committee. For working purposes, it can be assumed

9 18 without any approval of the President's hospital cost control

19 program. The alternative things in the budget buffet we set

20 up here could achieve that much and possibly more without the

21 President's hospital cost containment proposal.

22 You may not want to do any of those. We just did not know

23 what else to do.

24 Senator Roth. Would you reiterate what those things are

25 again?
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1 1Mr. Constantine. Senator, they appear on page 54. For

2 example, one of the things which we believe would save at least

3 $200 million a year is a lot of hospitals are shifting costs to

4 us in their outpatient departments as the states and others

5 press down on in-patient costs.

6 For example, in New York City, we found they will schedule

7 a patient for 3:00 p.m., see them at 4:30 p.m., bring them in

3 8 the next day for the x-ray, which was not done, and they charge

d 9 us for two visits at $110 or $120 a visit.

10 One of the staff recommendations is notwithstanding any
z

11 reasonable costs, we would not recognize as reasonable any

& 12 hospital cost for outpatient services which exceed double the

13 prevailing charges for the same services in a doctor's office

14 in that area and would not pay for two visits those things

15 provided in a single visit. That is $200 million a year.

16 Senator Heinz. May I ask the staff what they think is

17 a reasonable estimate of the savings that could be realized

18 from enactment of the equivalent of these proposals on page 54?

. 19 Mr. Constantine. We think that these plus a few others

20 which we would be glad to write up and which we have worked on

21 subsequently, probably could attain tl.5 billion or a little more.

22 Senator Heinz. I am not asking for the ultimate potential.

23 I am asking for the first year bite.

24 Mr. Constantine. As much as $2 billion if you did all of

25 these.
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I Senator Roth. Why do we not just leave it in there as

2 $1.5 billion as a nice conversation piece and fit it in later?

3 Mr. Constantine. Yes, sir. That is what we would suggest.

4 Chairman Long. Without objection, we will accept the

'0 5 $1.5 billion.

1

6 Senator Heinz. Mr. Chairman, down in Louisiana, they

~,7 probably have the same saying, do not buy a pig in a poke as

S8 they do up in Pennsylvania. I am just wondering if we could not

4 9 get a cost analysis and justification? I think $1.5 billion is

2

10 a lot of money.
9

U11 It is not that I do not believe the staff but I would like

& 12 to find out just how these numbers are derived.

13 1Chairman Long. I would hope if you do that, Mr. Constantine,
13

:7 14 that you would offer two or three different ways it could be

S15 arrived at. We have not had a chance to do justice to it. T

16 do not like to see s~meone on the BugtCommittee ryto Lock

S17 us in to any one of these scenarios when we might want to do

IS1 it a diff erent way and I do not want them to come back at us and

C- 19 say, you said you were going to do this and now you are breaking

20 your. word.

21 Mr. Constantine. With a range of savings?

22 Chairman Long. es.

23 *Senator Heinz. Mr. Chairman, what I was asking is a

24 different request, I think, namely that the cost saving estimates

25 from the proposats on page 54 could stand both enumeration an

ALDERSON REPORTING COMPANY, INC.



1 individual justification and perhaps that analysis has already

2 been done by the Congressional Budget Office or the Library of

3 Congress or some other competent and accurate estimating group.

4 The second question is, you were about to make a trial

',5 motion that we accept the $1.5 billion figure. When you say

6 that, I assume you mean the $1.5 billion figure for the entire

S7 function.

Is that correct?

S9 Chairman Long. Correct.

S10 Senator Heinz. if that is what you are proposing, I would
11 like to ascertain what the assumptions are for the other elements

S 12 in the President's proposal, such as his programs under Med~caid,

S13 the child health iLnsurance program, for example.

K14 My understanding is if we approve a figure of $1.5 billion
S15 for the function, that means we would have to have hospital cost

~16 savings in the nature of $1.2 billion, is that correct?

S17 Mr. Stern. I thought you were talking about a net figure

1; 18 of $1.5 billion, Senator Heinz, which would mean if you wanted

S19 to do a plus program of $300 million, you would have to save

20 $1.8 billion so you would arrive at a net figure of $1.5 billion.

141

21 Perhaps what we could do is to take the items that are

22 described on page 54~ plus any additional items and make a list

23 with the Fiscal Year 1980 impact of each one, which I believe

24 will come out to something more than t2 billion, so you could

25 see how you night arrive at $1.5 billion out of that package
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1 without necessarily suggesting combinations of them but

2 something which is rather larger than that so you would not be

3 committing yourself to any particular item.

4 Senator Heinz. All right. Thank you, Mr. Chairman.

S Chairman Long. Senator Chafee?

6 Senator Chafee. Mr. Chairman, are you saying we are not

7 committing ourselves to hospital cost containment but somehow

8 under health programs will it be that we are to come up with

9 $1.5 billion in savings?
0

10 Chairman Long. We hope to come in with a savings ofZ

11 $1.5 billion in that area.

12 Senator Chafee. In the health area?Z

13 Chairman Long. Yes, in the health area. There may be some

14 cost containment.

15 Senator Chafee. This will come out of this smorgasbord

16 they are talking about.

C)17 Mr. Stern. Mr. Chairman, I wanted to correct one error

18 before we go on. In item number six on the sugar program

19 where we said this would be offset by more than $.3 billion

20 in loan repayments, the estimate, if there were a $0.17 per

21 pound price of sugar Is that would be offset by $0.5 billion

22 in loan repayments so that the number you find over in the right

23 hand corner instead of being -$0.2 billion as being the net

24 savings from enacting a sugar program of $0.17 should be -$0.4

25 billion.
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1 targeted revenue sharing, Senator Danforth and Senator Moynihan,

2 we would need a couple of hundred million dollars of additional

3 revenue to cover that and that would provide the $200 million

4 additional revenue.

5 Mr. Stern. That is correct.

6 Senator Dole. Mr. Stern,' what if we knocked out direct

7 payments? Would that save some money?

8 8 Mr. Stern. That assumes there is $0.1 billion in direct

C 9 payments. That does assume that you have 16.54 in the market

10 and half a cent in support payments.

11 Senator Dole. I doubt that is going to pass. That would

d 12 be about $60 million.

13 Chairman Long. It passed the Senate that way on the

14 Conference Report. Basically to make an assumption, if we

CD15 assume the $0.17, whether you do it by direct payment or

16 by payment as well as the other part of it, that gets you the

17 saving we are talking about here, does it not?

18 Mr. Constantine. That is correct.

e 19 Chairman Long. Where you make the revenue pickup, if I

20 understand it, is by making it possible for the farmers to take

21 this sugar out of loan, is that not right?

22 Mr. Constantine. That is correct, plus the increased

23 tariffs you would collect on imported sugar. Those two things

24 are your revenue gains.

25 Senator Dole. They want to reduce that tariff with the
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1 direct payment, do they not?

2 Mr. Constantine. If you had a $0.17 target price and a

3 16.54 market price with a half Denny payment, you would reduce

4 the tariff revenues by some amount, by several million dollars.

5 Chairman Long. Since we talked about that matter last

U2 6 time, I came up with the idea which I think would have mcre

7 appeal than we had before, that we make that payment a wage

8 payment to the workers. If we did that, it might have more

C 9 aDeal.

10 If you approach it in that fashion, it gets where it is

11 actually a payment to supplement wages and it might have a lot

12 more appeal than it would if you are just paying it to the

13 producer.

14 I would hope we would not try to cross that bridge right

15 now. Let's just leave it on the basis that we will think about

16 it and we will try to work it out and hoping that we pick up

CD17 $200 million here and then we will have to lose the $200 million

5 18 by doing better on revenues.

0 19 You call it countercyclical but I think more and more that

20 you are going to want to call it a targeted revenue sharing

21 on the communities that are getting the worse of it.

22 Senator Dole. On the direct payment, not getting into

23 the merits, I think there will be some resistance in making

24 $5 million payments to big sugar companies. I do not think

25 anybody on this Committee wants to do that.
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I Chairman Long. That is why I have been thinking that we

2 should make the payments to the workers. I like to help these

3 poor workers, the minorities and the blacks and the Chicanos

4 working out there in those fields. My heart goes out to those

e 5 people and if we can work it out so they get the benefit rather

6 than the guy that owns the mill, I think it would have a lot

7 more appeal to almost everybody.

8 Between now and the time we vote on it, I am going to try

9 to work it out that way. Anyone who wants to vote for it can
i

10 go back and report to those farm workers what he did for them.
Z

11 I do.not know why anyone wants to subsidize some rich men

12 if they can subsidize the poor. We might work out a moreZ

13 attractive program between now and the time that comes to a vote.

14 If there is no objection, I would suggest we increase this

15 amount for the countercyclical on the plus side and then

'16 increase the pickup under the sugar program. One would offset

17 the other.

18 Mr. Stern. That is correct.

19 Chairman Long. Without objection, we will agree to that.

20 Mr. Stern. That concludes what you have done on outlays,

21 Mr. Chairman. I think that brings you in pretty close balance

* 22 to the President on the outlay side. You wind up with a net

23 savings of something pretty close to the $1.8 billion in the

24 i President's budget.

25 Chairman Long. We are close to the $1.8 billion?
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1 Mr. Stern. The President's budget in new legislation

2 affecting Finance Committee areas has a net savings of $1.8

3 billion when all of those programs are taken into account. I

4 think you have came very close to that.

e 5 Chairman Long. I would like to suggest on the revenue

2 6 reduction side, that since we did not quite make the President's

7 figure, we reduce what we expect to reduce taxes by, by whatever

8 8 the shortfall is so the two balance out.

d 9 .My thought in that regard is only the Almighty could hope

10 to foresee what our figure is going to be on revenue reduction.

C 11 If I were trying to figure out how I would like to have the

12 revenue reductions, the way I would do it would not be the same

13 as any other Senator on the Committee. I think if Senator Dole

14 wanted to propose'it, he would do it different from any other

15 Senator on the Committee. Senator Roth might have enough votes

16 to suport his view right now.

17 In any event, I think every member of this Committee has

18 enough imagination to.figure out some way that his program could

a 19 be put into effect within $1.8 billion. I know right off if

20 he did that he would probably have to knock out the real wage

21 insurance, to drastically cut that and he would have to make

22 some changes in how he would do business.

23 I have witnessed the resourcefullness and the competence

24 of Senators on this Committee when they have something they want

25 to do to make it fit the budget. I do not see why they cannot
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1 do it this time.

2 Senator Roth is the most ambitious tax cutter as far as I

3 know. All he wants to do is cut taxes by about one-third and

4 I do not know of anyone on the Committee that is trying to cut

5 it by more than one-third.

6 Do you think you could find a way to live with the first

54 7 year cost of $1.8 billion, Senator Roth, if we do it your way?

8 Senator Roth. Mr. Chairman, one of the things which

9 concerns me about this whole process is we have something like

z
E

S10 $2 billion for outlay of real wage insurance plus $1.8 billion

11 affecting revenues:and the thing that concerns me is if we were

d 12 to adopt that program and I question its advisability but Iz

13 think to be realistic, the chances are it is going to cost a

14 lot more than that.during Fiscal Year 1980.

15 It could well cost as much as $10 to $15 billion.

16 What some of us are concerned about is that in a sense,

17 we are merely what I would say tinkering with what the President

18 is proposing. We are buying his budget, what he is proposing

19 to do, changing a few things here and there. In fact, many of

20 us feel we really have to strike out in a very significantly

21 different direction than what the Administration has proposed.

22 You are right. I do intend to propose what we call Roth

23 Kemp II. I would like to propose That we retain the flexibility

24 of $1 billion something to really get this country moving in a

25 different direction.
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1 What I would like to really propose is the Finance Committee

2 recommend a revenue level less of 1ll billion than the level

3 proposed in the President's budget and at the same time, urge

4 the Budget Committee to reduce the growth rate of federal

5 spending by an equivalent amount.

6 This would permit us to make a very significant ten percent

7 across the board tax cut or some other alternative if that is

8 in the mind of the Committee.

4 9 If we buy just $1.8 billion as suggested, that means we

z S10 would have to delay any proposed tax cuzt, if there were a

S11 significant one, to late in Fiscal Year 1980.

12 Would that not be correct?

13 Chairman Long. Would you repeat that? I am not sure I

14 get the point.

15 Senator Roth. If I understood your original question, you

16 wanted us to retain the $1.8 billion loss in revenue.

17 Chairman Long. That is what I am suggesting. I am just

18 suggesting we take the figure and say that could be used for

19 tax cuts of any nature. For example, if we are under the second

20 budget resolution at which point we are held to it and we vote

21 out something or pass something to cut taxes by $1.8 billion,

22 if we would then report out real wage insurance, it would be

23 subject to point of order and bust the budget.

24 If you pass the real wage insurance first and you try to

25 pass something else, that would bust the budget.
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Senator Roth. One of the things that really bothers me

2 about the wage insurance if it is adopted, it is not going to

3 cost $2.5 by the best estimates today, is that not correct?

4 Mr. Wetzler. To estimate real wage insurance, first you

5 have to estimate how many people qualify and then you have to

6 estimate what the inflation rate is going to be, because this

7 gives the people a tax credit equal to the difference between

2 8 the inflation rate and seven percent.

4 9 The Administration has estimated there will be enough
z

10 people who will qualify so that the cost of real wage insurance

11 will be about $5 billion for each percentage point of inflation.

12 They are estimating 7.5 percent inflation so the cost would bez

13 $2.5 billion.

4 14 We think the Administration has overstated the number of

15 people who will qualify and we think the cost would be about

16 $3.8 billion per point of inflation. However, we t.hink there

17 will be quite a bit more inflation than the Administration

18 estimates.

19 Yesterday, Data Resources, Inc., one of the leading

20 economic forecasters, came up with their inflation forecast

21 and that is 8.6 percent.

22 If you had an 8.6 percent inflation rate, and using our

23 estimate of the number of people who would qualify, the cost of

24 real wage insurance would be about $6 billion.

25 The number in the chart uses the staff estimate of the

ALDERSON REPORTING COMPANY, INC.



1 number of people who would qualify and the Administration's

2 estimate of the inflation rate on the grounds that the Committee

3 in looking at the budget has so far accepted the Administration's

4 economic assumptions and the Budget Committee is going to make

5 its own economic assumptions any way, regardless of what the

6 Committee does, if they want to assume a higher inflation rate,

7 they will have to give us more money if they expect us to enact

8 8 real wage insurance.

d 9 Senator Roth. I just want to make the observation that it

10 is very speculative as to what the cost of this program would be.

11 Ithink the Administration is proposing you are going to cut off

d 12 this assistance at $20,000. Is that not correct?

13 Mr. Wetzler. Yes, $20,000 for each job a taxpayer has

14 during the year.

C 15 Senator Roth. I suspect if we were ever to sit down

16 seriously and consider this proposal, it would be a lot higher

17 than $20,000.

18 The only point I want to make, Mr. Chairman, as far as the

a 19 President's insurance program, which I do not happen to think

20 is well conceived, it could easily cost $10 to $15 billion in

21 the final analysis.

22 Chairman Long. Let's compromise on $10 billion. That

23 proves your point. I will stipulate to that, it could easily

T1 24 cost $10 billion.

25 Senator Roth. What I am saying is recognizing that program
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1 could cost as much as $10 billion, what I would like us to do,

2 for the Finance Committee to do, is to recommend a revenue level

3 of $11 billion less than what the President has proposed and at

4 the same time, urge the Budget Committee to reduce the gross

a 5 rate of federal spending by an equivalent amount.

6 I think this approach does a number of things. Number

a 7 one, from the point of view of the Administration, if the

8 8 Congress wants to enact that into law, it gives us a realistic

6 9 figure as to what it might cost and it enables us to act in

10 good faith on that particular proposal.

11 Others of us feel we really have to reduce very

d 12 substantially the tax drag on the working people. I would likez

13 to point out taxes are going up very substantially in 1980

14 despite the tax cut we enacted last year. In 1980, there is

15 going to be a tax increase, inflation increase of $8 billion,

16 social security of $11 billion. That is a total of $19 billion.

17 In 1981, it is g6ing to be $19 billion for inflation, $17 billion

18 for social security for a total of $36 billion.

19 I think it is not fair to try to balance the budget on

20 the backs of the working people of America and essentially that

21 is what we are doing here if we go the direction the President

22 is proposing.

23 I think the people have made it pretty clear that they

24 want a slow down in the rate of growth of federal spending. As

25 1 said, some number of us, both Democrats and Republicans, have
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I taken the position that the spending side can be cut an

2 additional $10 to $11 billion and in doing so, we ought to also

3 reduce the tax drag.

4 Frankly, our productivity is the lowest of any of the

5 Western countries. Our savings rate is the lowest of any

6 country.

7 I think we ought to maintain the flexibility for this

8 Committee, to give serious thought of taking a sizable step

4 9 of doing something about savings, productivity, about capital

10 formation.

11 For that reason, I would urge instead of accepting the

d 12 figure of the Administration, that we provide the means wherebyz

13 a substantial tax cut could be permitted by this Committee this

14 year.

0 15 Chairman Long. How much of the federal spending slides

16 through this Committee? How much of it do we handle?

17 Mr. Stern. I believe it is about 40 percent, Mr. Chairman.

18 Chairman Long. In other words, if you take the social

19 security and the unemployment insurance and the Medicare and

20 Medicaid health programs --

21 Mr. Stern. If you throw in revenue sharing and interest

22 on the debt, it may be more than that.

23 Chairman Long. We have about 40 percent of it to say

24 1 grace over. I am voting here to say we can live with our part

25 of the budget on the spending items and we can work it out
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1 and live with our 40 percent.

2 When you move over to the other 60 percent, that is a part

3 that we do not have jurisdiction over.

4 Mr. Stern. Perhaps 50 percent, Mr. Chairman.

5 Chairman Long. If we have 50 percent of it, it comes right

6 past this Committee. if I am voting to say as I am voting and

7 I would expect to vote, we will live within our part, you take

2 8 this item on health programs, that will be very difficult to

4 9 do and we think the savings we are talking about there is

Z 10 unrealistic but we will try it and see what we can do.
z

11 We can then say, on our part, the $1.9 billion is what we

12 can live with. You go and take the other 50 percent and you

13 say, you other people, you spehdthrifts, you people ought to

14 cut it by $11 billion.

15 I can see them pointing the finger back and saying, you

16 are another one. You say you can live with this $29 billion

r 17 deficit and it is hard to do but you are going to live with it

1a but you are telling us we have to stay within the budget.

o 19 The Armed Services people say we do not have near enough

20 money for national defense the way it is now. Our part of it

21 is too low the way it is now.

22 I think that type of thing is something where one committee

23 sort of comes with poor grace to point the finger at another

. 24 one. It is all right with zme to get out there on the Floor

25 where presumably every Senator is the same no matter what
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committee he serves on, he can get out there and say the budget

is too big, cut the whole thing by $11 billion.

I do not like for us as a committee to try to tell these

other committees when we have not seen how they arrived at their

figures, that their figures are too high.

Senator Nelson. Mr. Chairman, 1 do not know why we are

wasting our time here any way. Yesterday we had the chance to

cut general revenue sharing by $2.1 billion. Senator Roth who is

for cutting it $11 billion, was against that.

Senator Roth. That is not correct.

Senator Nelson. Are you for that?

Senator Roth. I told the Chairman at that meeting that I

was not ready to vote on it. I would be very willing to consider

such a proposal. I would be very willing to consider doing away

with revenue sharing or some substitute.

I mentioned a number of the governors have proposed we

could make some substantial savings and consolidate in other

government programs. I would like to consider that as an

alternative before I make any final decision on revenue sharing.

Revenue sharing does have the advantage of bringing funds into

the state at a minimum cost. We have less people administering

the revenue sharing than other programs.

As I said then, I was not ready to vote for that reason but

I would be willing to consider very carefully elimination of

revenue sharing and countercyclical funds, which I oppose, as a
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I means of providing the tax relief that I think the American

2 people deserve.

3 What bothers me is we keep pointing out why these things

4 cannot be done. I might point out it is my recollection that in

5 the past, the Budget Committee has not hesitated to ask us to

6 raise additional revenue for greater spending without spelling

7 out for what purpose.

8 I see nothing wrong with this Committee urging the Budget

ci 9 Committee in turn to try to find ways and means of saving funds.
z

10 In answer to you, I can see where savings could be made

M, 1 and perhaps revenue sharing is one of the areas we should giv'e

d 12 careful consideration to taking steps, if we cannot find somez

1J3 other alternatives, which I think we can as a practical matter.

14 Senator Nelson. Everybody says let's cut. Senator Roth

15 wants to cut $11 billion. Let's give it to that nice old

16 statesman Muskie, let him name the places to cut it. When we

Z) 17 have something to cut here, nobody wants to cut it.

18 I happen to agree with you. We have 50 percent of it. I

19 am prepared to go for $2.1 billion to cut out the states, cut

20 out the countercyclical. We have a good $3 billion start.

21 I think to say let's tell the Budget Committee to cut that

22 $11 billion, that is like these amendments on the Floor. We will

23 take three percent across the board and somebody says, we are

24 going to take that out --f waste. Let's name the programs.

25 Nobody wants to name them, including Senator Roth.
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Senator Roth. If the Senator from Wisconsin will support

my resolution, I will be perfectly willing to suggest we delete

the revenue sharing and the countercyclical target.

Chairman Long. Gentlemen, let me try to urge both Senators

to think about this. What Senator Roth would like to do falls

strictly within the jurisdiction of the Budget Committee. It

does not fall within the jurisdiction of the Finance Committee.

In' other words, the Budget Committee, it wants to

recommend a balanced budget, it has the function of doing so.

All the Finance Committee can do is talk about the items that

we have before us.

As far as 7 am concerned, they can do whatever they want to

do about it, recommend out any figures that they want to live

with and then we can work it out on the Floor whatever we hope

to do about the budget resolution.

I do not want to be in the position as a committee chairman

to try to tell that Budget Committee what to do with the other

committees' recommendations. They can do whatever they want to

do.

Senator Dole. I am not certain I disagree with that. As

long as we are clear that we are not being bound just to look

at the seven or eight things we have listed here, we may decide

to cut something else in two months and rnlybe not touch what the

President recommended.

We are not locking ourselves in, are we?



1 Mr. Stern. You will be supplying numbers for different

2 categories. There are not too many categories in the Finance

3 fommittee's jurisdictions. One is income security and another

4 is health and another is-social services and revenue sharing.

5 There is one line called revenues.

6 Whatever number you arrive at, whether it is $1.9 billion

7 or $10 billion, you can do anything you want to do in the revenue

8 8 area.

4 9 Senator Dole. Even the new legislation affecting outlay,

10 that is the only point I want to make, by approving whatever

11 we h6.ve on this piece of paper, we are not locking ourselves in

12 to just addressing those particular programs, are we?

13 Mr. Stern. You can always cut below.

14 Senator Dole. I am talking about cutting something else

15 or add something else. Otherwise, we are just working for the

16 Budget Committee.

17 Mr. Stern. Your problem would really be only on the

18 adding side, I would think. The Budget Committee has never

19 objected to any committee coming up with savings that had not

20 been anticipated before. The question would be whether you report

21 out some legislation which seems to be in excess of anything you

22 were planning to do before.

23 Senator Dole. Let's say we decided to some modest roll badk,

24 to reduce the wage base social security and roll back the rate

25 to maybe 6.13 to 6.05. We cannot do that because we have already
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1 passed this and that is not on the list anywhere?

2 Mr. Stern. You literally can do that in the sense that

3 whatever number you come up with, it will be a target. If the

4 proposal is rather more expensive than the number you come up

5 with for new legislation for revenues, for example, say for the

6 sake of argument you agreed to a number of $5 billion in

7 revenue cuts and that is the amount that is included in the first

8 8 budget resolution. If you then approve a proposal that would

4 9 lose $7 billion, the Budget Committee will probably take the

10 position that you have exceeded the budget.
z

11 If you come up with some combination of a $7 billion cut

12 and $2 billion wbrth of increases, you would be living within thez

13 budget.

14 They have tended to monitor things on the basis of what

15 has been included in the first budget resolution. You just have

16 one number for new revenues, whatever the number you pick, this

17 Committee has argued and won on the Senate Floor on the point

18 that is only one overall number and however you achieve it is

19 all right.

20 Senator Chafee. Mr. Chairman, looking at the other side of

21 the coin, if we do not have in here some program, for instance,

22 in connection with accelerated depreciation, resulting in a loss

23 of revenue, if that is not included in some way here, are we

24 then going to be estopped on the floor with the Chairman of the

25 Budget Committee saying that exceeds the budget, we had our shot
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1 at It in this Finance Committee and it did not include that,

2 thus, we are budget busters and the entire Budget Committee would
3 be opposed to our action?

4 Mr. Stern. The Committee has been very meticulous in the

5 past in insisting whatever decisions you arrive at now, they

6 are only budgetary decisions, not legislative decisions.

S7 If' you agree on a number today on the basis that you want

81

to accommodate real wage insurance but you decide in twU ek

d 9 that is not what you want to do, you want to do something

;e5

0

4

S10 completely different, you have made no legislative commitment.z
~ 1 You have made a commitment_ to live within a certain budgetary

& 12 number.

131 At one point a couple of years ago when the Budget Committee
14 disagreed with that interpretation, the interpretation was fought

S15115 out on the Senate Floor and the Senate agreed with the Finance
16 'Committee position that there is one number for new le-islation

S17 and however it is arrived at substantively, it does not matter.

18 The only binding commitment is to a budgetary number.

S19 IIf' the Committee agreed to a particular number on the
20 assumption you were going to approve real wage insurance but

21 Iin -fact instead wanted to do accelerated depreciation, you could
22 do --It as long as the total cost of the bill stayed within the

23 amount you had agreed upon.

24 Senator Baucus. Iam a little confused. As I understand

25 it, assuming we wanted to pass accelerated depreciation and made

ALDERSON REPORTING COMPANY, INC.



9,,

38

1 no other legislative change so the revenues would be lower than

2 the figure we agreed to here, assuming that legislation comes

3 up subsequent to the first concurrent resolution but prior to

4 the second concurrent budget resolution, does the point of order

to 5 lie against --

6 Mr. Stern. There is no point of order. The Budget

S7 Committee has simply come out substantively and said this is not

8 accommodated within the budget that the Senate agreed to.

S9 This Committee has not done that. This Commitee has not

E. 10 exceeded the first budget resolution.

11 Chairman Long. If we were going to try to reduce the

&5 12 deficit by $11 billion and I assume that is the figure you

S13 are thinking about, Senator Rdth, is that correct?

S14 Senator Roth. Yes, sir.

S15 Chairman Long. if we are going to try to reduce the deficit

16 by $11 billion on the outlay side, the 50 percent of this budget

Z) 17 that does not pass by the Finance Committee in one -fashion or

S18 the other, 1 want to ask Mr. Wetzler how much of that is national

19 defense.

20 Mr. Stern. In fiscal 1980, the President's budget has

21 $126 billion out ol a total of $532 billion which is about

* 22 241 percent.

23 Chairman Long. I believe most people feel, I know I do,

d24 the cut on defense spending, particulaly the cut in terms of

25 staying modern with weaponry, is such that we really cannot cut
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I on that any more. All of our European allies are saying if we

2 cut national defense any further, we are not living up to our

3 commitment as an allie, to maintain our part of the defense

4 establishment with the free world.

5 If you take that out and in terms of the areas that are

6 there to be out, we ought to be expected to take two-thirds of

7 it right here.

8 Senator Roth. Mr. Chairman, if you would yield on that

9 Doint.

z S10 Chairman Long. Yes.

11 Senator Roth. I do not really think that is a fair

S 12 analysis. We all know there is nothing you can do about

13 interest. I suppose in one sense there is very little you can

14 do about entitlement, which makes up the major portion of what

15 goes through this Committee.

16 At the same time, I think it is important to point out that

17 there are many, including a number of members on the Budget

IS Committee itself, who think the budget can be cut an additional

a 19 t7.5 billion.

20 We can say we want to continue along the same direction we

21 are going and that is what we do in effect by tinkering with

22 the President's proposal. A number of us feel that something

23 has to be done to increase the productivity of this country.

24 The way we are going, probably what will happen this Fall

25 is the same people who are opposing what I am suggesting are

ALDERSON REPORTING COMPANY, INC.



4o

1 going to come out with a lot more federal spending, particularly

2 if the recession takes place which some economists are predicting.

3 There has to be some way, some practical means of at least

4 having alternative proposals considered. One of the problems

5 is if we go the route of what the Chairman is proposing, when

6 it comes to the Senate Floor, then the Budget Committee and

C4 7 the leadership takes the very strong position that in no way

8 can we deviate from what the Budget Committee has proposed.

9 That has been the case in the past. 'I think the Chairman will
z S10 agree with me.

There has been no real debate, no real alternatives offered.
d 12 You either accept what the Budget Committee says and it is ran

13 through, and as a practical matter, even though there is no

14 point of order, it is very difficult if not impossible, to get

T 15 alternative thoughts up.

16 As I say, there are many people here on the Committee and

17 I know a number of us have written in answer to Senator Nelson's

18 statement earlier, to the Budget Committee and asked for

19 permission to go over and discuss the budget and point out at

20 such time where I think savings can be made. I know a number

21 of others have done the same thing.

22 Henry Bellman, the ranking member, has publicly said he

23 feels at least another $7 or $8 billion can be saved.

24 It is not impractical. Governor Brown, prior to Proposition

25 13, said it could not be done and now he not only applauds what
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1 was done but has asked for additional tax cuts of the state level.

2 I do not think we can assume here that it cannot be done.

3 1 am willing to yield. I thought there would be nothing wrong

4 with us suggesting to the Budget Committee that they look for

10 5 ways and means of saving another $10 to $11 billion, since they

6 have not hesitated to ask us to raise additional funds.

7 If that is the problem the Chairman has, I would not

8 include that. I still think we ought to provide the means for

4 9 this Committee to offer some real tax relief from two standpoints.

10 One I have already mentioned which is if we adopt the

11 President's proposal, what we are doing is trying to balance

12 the budget over the years by increased taxes which we have notz

13 voted for and : do not think that is fair to the working people.

14 would be a-lad to argue that before any group.

C 15 The other is I think we have to do something to increase

16 productivity. I think a major tax relief is needed in this area.

17 Mr. Chairman, what I am suggesting is that we ought to

18 provide for a $10 or $11 billion tax relief. As I said, I have

19 already written the Budget Committee and intend to testify if

20 given the opportunity as to how that can be accomplished.

21 I think the whole purpose of the budget procedure, which I

22 was involved in from the very beginning, was to try to provide

23 some alternatives, some real honest to God debates as to which

24 direction this country can go.

25 In sum, what we are really doing is accepting the
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1 to do so fast that I would say between now and tomorrow morning,

2 we could figure out a couple of billion dollars that we would

3 like to cut taxes and find a way to raise some offsetting

4 revenues to do it.

e 5 Unfortunately, we have to try to come to terms with 18

6 other Senators on the Committee and they all have some ambitious

7 ideas when some money is available.

8 I think we should say these are items that can all be

9 considered within the context of what we have here. There is

10 nothing that would prevent us from having a further tax cut,

S11 provided that we pay for it.

12 Mr. Wetzler. Mr. Chairman, the Administration's budgetz I

13 includes $400 million of tax increases in miscellaneous areas.

14 They have an increase in the fuel tax on general aviation

15 which is $100 million. They have an increase in the payroll

16 tax, the railroad retirement fund, which is $200 million. They

17 have a fee on oil imports which is designed to fund pollution

18 control.

19 In our write-up, we assume the Committee would not want to

20 commit itself to do those things in its overall total but they

21 will be before you and you can if you want to act on them and

* 22 offset them with other sorts of tax cuts.

23 Chairman Long. I do not think we at this point would

24 be wise to try to commit ourselves to precisely how we hope

25 to reduce taxes. In other words, there would be $1.8 billion

ALDERSON REPORTING COMPANY, INC.



Maybe in the

od be in the ballpark.

overall tax cut that would be if we needed to, some way to raise

coreo htw could find,

some revenue. e would suggest *

3 4mr. Stern- Mr. Chairman$ we wf $100 million

as youteane in the past of 10mlif

4 just to make an allowance as YOU have

5 us * measures.

for minor revenue and tarif 
e with $1-9

for mino nJng 
to co e u -j h $ .

6 Chairman Lon g . e ir f on the s av

7 8 would like to see us balance it O

billion,

q 9 over here. boillion on the other side?

is about
i You say i do it is to say billio

a 1?0 erhaps the way to d t e in

1Mr. Stern, diiure that youtnee

would wind up ith the revenue five at yu$2 n billion deficit

012 O osition to ar- -P on the

exactly the same an 100 milliodi

14 I think you are not more t

1 spending that we level the two of them

cans lvel it off is in this very

Chairman Long.
16 

lvli
ceav 

allr the cancial 
welfare

16 off and the place 
have all the soc

17 'oer one, whr ofall Uti

big item on numb onence program

18 Does the unemployment

? 
uprogram

19

20 \that?
20 ir. Stern. Yess bi item is where You can

21Chairman Long I think in that

22 7hr
Ch ir anL nihnE*. 

Caimn

24 ueeze ito I have sit patiently here
23 sQ Senator ,Moynihan . r h i m n soc a se urity benefit

25 and with regard to 
that one big itemC

5ALRSON REPOR



1 and welfare programs, we chose really to take the money out of

2 the welfare programs. With all that talk about welfare reform

3 last year, we know the Administration is abandoning us.

4 I am chairman of that subcommittee and I am not going to

a 5 abandon those children. We are proposing we increase the

6 amount of money to squeeze out of children and poor women. We

7 are going to save more money by feeding them less.

8 There is a certain law of porportionality in these things.

9 Social security tax benefits are about $117 billion, is that

10 correct?

11 Mr. Stern. Yes, sir.

12 Senator Moynihan. It is about $117 billion. AFDC

13 payments are a derisory sum by comparison.

14 The idea of taking all. our savings out of AFDC, I just

15 do not think we quite see the disproportionate, what is social

16 security?

17 Chairman Long. I do not agree with that. Let me give you

18 an example of what I would do to save it. I can give you an

a 19 example of a person who takes an annual holiday once a year

20 on the une'mployment insurance money. It seems to me that at

21 some point we should say after we have staked you to about three

22 annual holidays, the three annual safaries down to Florida to

23 go down and enjoy yourself and draw the unemployment insurance

24 money or to enjoy the hunting season away from the job, that

25 you are no longer an insurable risk until you work for the
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1 program for awhile and put some money back into it.

2 If we shaped those programs about the same way Governor

3 Boren shaped his unemployment insurance program up in

4 Oklahoma, you could take care of the whole savings that you

5 need to make in that one item by just taking ripoffs out of

6 the unemployment insurance program.

o 7 Senator Moynihan. Mr. Chairman, we do not have any

8 disagreement on that. If you want to take it out of item one,

9 that is fine. That is where you will find over $100 billion.

10 Item two is a mere $6 billion for those poor women and children.

S11 I think we should protect them.

o 12 Senator Danforth. Mr. Chairman, did we not agree earlierz

13 in the meeting that we were going to lump items one, two and

14 seven?

a 15 Senator Moynihan. They are in the same budget categories.

16 Senator Danforth. My understanding of what we decided

17 was to precisely undo what you suggested we had done yesterday,

18 leave the question open as to how the allocation is made between

a 19 items one, two and seven and lump them for the purpose of the

20 budget.

21 Senator Moynihan. I would be very happy if we could forget

22 those particular items next to one, two and seven and put in

23 a general figure, which is what we will do anyway. That is

24 item 600.

25 Mr. Stern. Yes, sir.
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1 Senator Moynihan. Mr. Chairman, I have no problem with

2 what you said but I do say every time we make an economy in this

3 government lately, it is in the amount of money we provide to

4 feed children.and I do not like that.

5 Chairman Long. Senator, you do not have any problem with

6 the Chairman of the Committee on that. If you recall, you had

7 your bill out there and unfortunately, it did not pass last

8 8 year. One of the soldiers trying to rally the troops for you

d 9 was the Senator you are looking at.
z

10 Senator Moynihan. The very same. Not everybody has a

11 general in the ranks; we did.

12 Chairman Long. I thoroughly sympathize with your position.

13 T would like to point out we have the potential and we ought to

14 bite the bullet on some of these things.

15 Senator Boren, for example, expressed an interest in

16 unemployment insurance because he really feels somebody ought to

CD17 bite the bullet in that area and say some of these ripoffs should

18 be brought to an end. If we do that, we can stay within that

a 19 figure.

20 No one is more sympathetic than I am to what you are saying

21 that where the general need exists, it ought to be taken care

22 of, even if it means an increase.

23 With that understanding, I would like to urge that we

24 simply round the figures off to where we are asking for the

25 same amount on one end that we are asking for on the other.
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1 they find an additional $10 billion tax cut, I will not make

2 that recommendation.

3 1 would point out a number of us have made that proposal,

4 both Democrats and Republicans, to the Budget Committee that

S5~ it is possible to cut thee budget an additional $10 billion

S6 beyond what the President has proposed.

S7 1 will not argue the merits or demerits of that, but that

8 is a basic proposal of nrine which I shall proceed in due time

91 to present before-the Budget Committee itself.
z

0

~ 1~alternatives. I think that is the whole purpose oi' the budgetary

12 procedure, not merely to echo in some modification what the

~ 13 Prsidet o theAdmnisration and I really do not care whether

S14 it is a Republican or a Democrat that has proposed it, Congress

2 15 is the policy-making body.

16 It seems to me we have a responsibility particularly now

S17 1of trying to develop a program or a policy that is going to get

S18 1 this country to increase its productivity, to grow without

S19 1inf"lation and as far as I am concerned, I do not see any

20 significant change in what the President is proposing. it is

21 really a little less off the same.** That is not going to get this

22 country out of the quagmire that it is now caught in.

23 Number one, I think it iJs important to recognize that

24 the American people, the workIng people and nobody seems to be

25 too concerned about them, but they are facing a signifiCant tax
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I increase. The current year, it is going to be $19 billion. By

2 1981, it will be $36 billion. By 1984, it will be $100

3 billion. That is additional taxes that are being imposed on

4 the working people.

5 Secondly, we are going to be involved in trade negotiations

6 in the near future. We have seen we are not competing well

a 7 with our Japanese or German counterparts. Our productivity

8 is not moving up. We have the lowest savings rate in the

9 free world. All these things are something that has to be

10 changed if we are really going to have some kind of a substantial

11 change in this country.

12 A lot of us feel there has to be some means for a better

13 capital formation.

14 You mentioned, for example, that the President's package

15 could very well cost $10 billion as a practical matter and I

16 think we should be honest with ourselves. The people are tired

17 of political statements which are not based on fact.

18 I am suggesting we give us the flexibility, we are not

19 making any firm commitment but we provide the means for this

20 Committee to recommend tax cuts of an additional $10 billion.

21 As I say, that could be seen as the realistic cost of the

22 President's own proposal, it can be seen as the cost of a

23 across the board tax cut of ten percent for the American working

24 people. It would provide flexibility in various approaches as

25 far as creation of capital formation.
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1 I regret that there is no way of considering the whole

2 package here together. If I follow your advice and do not ask

3 for a vote on this today and go to the Senate Floor, then I am

4 faced with the very realistic answer that the leadership of the

5 Budget Committee and the general leadership that we do not

6 want to deviate from the Budget Committee but we want you to

7 accept it on a up and down vote and I think that is a failure

8 of the legislative process.

V 9 Senator Dole. Would that include some variation like tax
0

10 indexing?

11 Senator Roth. That is a very good point. At this stage,

12 all we are providing is the means, the flexibility ofz

13 considering various proposals to get the economy moving upward.

.9 14 Senator Dole. It would be the Roth-Long proposal.

15 Senator Roth. Absolutely, or the Long-Dole proposal.

16 The economy is not moving in a sound direction. I do not

17 see any economists as being very optimistic about what is going

W 18 to happen. I think it is our responsibility at this time to

. o 19 maintain a position where we can do what is necessary.

20 Chairman Long. If we do that, that will be increasing the

21 deficit by another $10 billion, would it not? If you do it

* 22 that way, that would move the deficit up to $39 billion.

23 Senator Roth. Mr. Chairman, the figures we have before

24 us are phony. We all know that figure of the Administration

25 on wage insurance is not correct. I think we should up that
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1 figure to $10 billion just to seriously consider the President's

2 proposal.

3 Unfortunately, I have to agree with you. Nobody knows

4 exactly what that will cost. I think there is general agreement

e 5 that a quarter of a billion dollars is very low. I doubt very

6 seriously if we move that direction that we would cut it off

7 at $20,000.

8 Are we saying the people who make $21,000, $22,000 are so

95 9 well to do today that they are not having problems?
0

10 Mr. Wetzler. Senator Roth, the President's proposal

11 gives it to everybody on the first $20,000 of wages. Somebody

& 12 with $21,000 would just not get insured for the $1,000.z

13 Senator Roth. I still question whether that would be

14 satisfactory.

15 Senator Dole. It does not give it to all wage earners,

16 does it, not to all workers?

17 Senator Roth. There is no point in getting into a debate

18 on that.

19 I am saying there have been many economists saying it

20 costs as much as $15 billion. It is a guess at best.

21 Chairman Long. You want to add another $10 billion for

* 22 tax cuts? That is what it amounts to.

23 Senator Roth. Yes. I want to make very clear, Mr. Chairman,

24 in yielding to your request that we not give directions on The

25 d spending side, that the record should be very clear that many of
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I us have proposed to the Budget Committee, have asked for

2 permission to appear before them and a number of the members

3 of the Budget Committee themselves see additional savings can

4 be made of upward $7.5 billion and higher.

5 We are not proposing a $10 billion deficit, That would not

6 be accurate. It would not reflect what we are trying to do.

7 We are trying to lower further the growth of federal

8 spending over what the President proposed and at the same time,

d 9 give this Committee the opportunity to propose tax cuts of

10 significance that could help the economy in moving up.

11 Senator Nelson. Where are we going to make the cuts?

d 12 Senator Roth. As I said to the Senator from Wisconsin,

13 we have requested permission to go before the Budget Committee

14 to do just that. I am very willing, in the two areas you

15 talked about, give serious consideration to what we do with

16 revenue sharing or some alternative.

17 Since that is a matter for the Budget Committee, I hope

18 to be able to appear before them to soell that out,

a 19 Chairman Long. I would anticipate that the point will come

20 when you will move to recommit with instructions, recognizing

21 your point of view, that the way to achieve it would be to

22 recommit the budget resolution with instructions to reduce

23 spending by $10 billion and to reduce taxes by a further

24 $10 billion.

25 I assume that is the kind of thing you would be suggesting
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which should apply to all committees. If that were the case, I

would assume they would then ask each committee or say we

urge the burden be shared thus and so and we would suggest you

make your recommendations based on taking your share of the cut.

Senator Roth. Mr. Chairman, I have great respect for what

you are saying but since the only realistic means you have of

accomplishing what I want to do is through the Committee, I

would recommend and ask for a vote that the revenue side be

cut by $10 billion for the reason I have already set forth.

That does not commit either the Committee or the individual

to any particular package but it does provide the means that we

can intelligently consider tax cuts as a means of getting economy

to grow again. It may be the final analysis will be this

Committee and the Congress will want to adopt the President's

proposal which I think you agreed earlier could very well cost

$10 billion or it could be some other proposal such as my own.

I think we should have the opportunity to vote on this

proposal.

Chairman Long. Senator Boren?

Senator Boren. Mr. Chairman, I just wanted to ask a

question. All the discussion so far has really centered around

the program aspects that we might be cutting. In other words,

direct payments to individuals and so on.

What percentage of the cost of the programs which we deal

with in this Committee is administrative costs, either payroll,
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1 travel, other kinds of ancillary administrative costs?

2 I wonder if staff has any idea of what that total figure

3 might be.

4 Mr. Stern. Almost all of it is program costs by which I

5 mean certainly well over 95 percent of it is actual benefit

6 payments to social security recipients or the welfare payments

7 to families or the unemployment benefits themselves. I would

8 almost guess that it is not more than five percent.

n 9 Senator Boren. Would that be a higher figure in the totalz.

O 10 federal budget?
z

11 Mr. Stern. Yes.

12 Senator Boren. You get into the regulatory field and so on.

13 Chairman Long. I do not want to sit here and vote to cut

14 the kind of things Senator Moynihan was talking about, cut the

15 payments to the poor and cut the payments to the little children

16 and cut the payments to the old people on Medicaid and cut the

17 payments on Medicare.

18 There are so many things I could cut. For example, in

19 the unemployment insurance area, I know we should be making some

20 reduction but I would not want to have to pick the figure as to

21 how much we could make and try to specify how.

22 I do not want to sit here and vote for all of these things,

23 much of which I know the Senate would not buy if we did, unless

24 that is part of an overall program where the Senate agrees it

25 wants to cut spending by some given figure and cut taxes by some
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1 given figure.

2 Senator Roth says the Senate will not do business that way.

3 He is the first man to know that is not entirely true. I have

4 voted with him. He has defeated the Budget Committee out there

5 on the Floor. He has the best record of defeating the Budget

6 Committee of anyone I know in the Senate. He beat them on his

7 aid to students. He has given the Budget Committee a bad time

8 out there.

9 I cannot say what his batting average is but if he is not

5 10 batting 500, I am a monkey's uncle.z

11 He is doing very well in making his views prevail over the

d 12 Rudget Committee on the Floor. Between Senator Roth and Senatorz

13 Byrd and others, when we have the whole thing before us', think

14 everybody ought to let their conscience be their guide.

15 All we are talking about right now is our part of this

16 program.

17 Senator Dole. Are we going to vote on his motion?

18 Chairman Long. Yes. I want to explain my position. As far

19 as I am concerned, I would be delighted to cut taxes by $10

20 billion, make it $30 billion.

21 Senator Moynihan?

22 Senator Moynihan. Mr. Chairman, I would like to go on record

23 before this vote as hoping everybody will understand I am one of

24 those legislators who is against all taxes and for all programs.

25 You can depend on me for consistency in this matter. Any time
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1 there is a tax cut, I am for it, and any time there is a program

2 increase, I am for that. It is an unusual position in American

3 life but you have to be some eccentric.

4 Senator Nelson. Mr. Chairman, I think we should vote on

5 the cuts.

6 Senator Moynihan. Mr. Chairman, what have I heard! Cuts?

7 Chairman Long. On the tax cuts?

8 Senator Nelson. Yes. Let's find out where the $11 billion

d 9 is that we are going to cut. I think we should have the staff

10 come up with all the programs and lay them down. I want to see
z

11 Senator Roth vote for that $21 billion. I want to see this

12 Committee that is prepared to vote for $11 billion in cuts butz

13 will not name one of them.

14 I will offer a substitute in which we eliminate counter-

15 cyclical revenue sharing and general revenue sharing to the

16 states. That will give us a pretty good flexibility for some of

E 17 the cuts Senator Heinz was talking about and bills I have in

18 which represent small business, capital accumulation, economic

19 growth.

20 Let's see if we can find a majority around here that is

21 willing to vote. What is the countercyclical in here?

22 Mr. Stern. It is $200 million.in the President's budget,

23 actually about $150 million. The Committee's tentative agreement

24 is $340 m-illion.

25 d Senator Nelson. That is 1343 million and the general
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1 revenue sharing to the states is what?

2 Mr. Stern. I believe it is about $2.2 billion.

3 Senator Nelson. That gets us to about $2.6 billion.

4 I offer as a substitute amendment that we eliminate the

5 $2.6 billion for countercyclical revenue sharing and general

6 revenue sharing. LetIs find out if we have people who will

7 go to $2.6 billion before we find out how brave they are about

8 $11 billion.

9 Senator ?ackwood. Mr. Chairman, I would like to interpose

10 a parlimentary objection. Number one, it has never been the

11 practice of this Committee to avoid votes up or down on the

12 various proposals. We have always been very reasonable in ourz

13 approach.

14 We have already dealt, as a practical matter, with the

15 revenue side or the spending side. We are now on the revenue

16 side. At a later time, if he wants to have a vote on that, there

17 is certainly no objection to that being done.

18 I do object to attempting to use that maneuver to prevent

19 a vote on providing some type of tax relief which I think is a

20 perfectly proper appropriate thing at this time.

21 I made some suggestions on spending to the Budget Committee.

22 We do not have jurisdiction, as I have already told the

23 distinguished Senator from Wisconsin, I would be very happy to

24 consider the deletion of the programs he is talking about if we

25 could get some real tax relief through.
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I which the motions shall be voted on.

2 Senator Nelson. Does that apply to a substitute or an

3 amendment of any kind?

4 Mr. Stern. That has been the Committee rule for at least

5 three years.

6 Senator Nelson. I will vote against this $11 billion because

7 I think it is totally irresponsible to sit here and control

8 50 percent of the area where we can cut. We are saying how we

4 9 are great heroes of budget cutting and not a majority is In

10 here and prepared to cut anything.

11 I vote no on that but I want to propose my motion to cut

12 countercyclical and general revenue and find out how many people

4 13 here will vote for the $ll billion and are going to run for

0 14 cover when it comes to naming where it comes from.

15 Senator Boren. Mr. Chairman, in general, I am in sympathy

16 with what Senator Roth is trying to do, in other words, cut the

17 reveiue and cut the spending both. I do feel being a member of

18 this Committee, that we at least commit ourselves to a portion

19 of these cuts ourselves on.the spending side before we vote to

20 cut the taxes.

21 I think it does put us in a very weak position to go to the

22 Budget Committee and say we have not recommended any reduction

23 on the spending side beyond what the President proposed, but we

24 are recommending a cut in taxes.

25 I would feel obligated if he presses his motion now, not to
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1 vote for it until this Committee has made some cuts further

2 of its own.

3 Chairman Long. Senator Danforth?

4 Senator Dan-forth. Mr. Chairman, Senator Roth offered a two

5 part program. He offered a program of the tax cut and what

6 amounted to an instruction to the Budget Committee to proceed

7 with some cuts. He was urged to abandon part two and now the

8 argument seems to be that because he has abandoned part two,

9 part one does not make any sense.

0 10 That is a circular argument.

11 The fact of the matter is by voting for Senator Roth's

12 proposal, we are not committing ourselves to any subsequent taxz

13 cut or to any subsequent form of a-tax cut. All we are doing is

14 creating leaway, freedom of action for this Committee to

15 address ourselves to a very fundamental question, and that is

16 what is wrong with the economy.

17 I would suggest that something is very wrong with the

18 economy in the United States of America today. When our

19 productivity declines to the point where it is below Great Britain,

20 when it reaches a four year low, when it is half of the historic

21 average increase, when the percentage of our gross national

22 product, which is invested in plant and equipment, is almost half

23 or a little more than half of what Japan's is, when our GNP growth

24 rate is well under Japan, France and Germany, when the proportion

25 of our gross national product that we are spending on research and
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1 development, which is what we have had to sell to the world, has

2 declined in the last ten years, something is very, very wrong

3 with the economic condition of' this country.

4 Senator Roth has ideas of' what to do about it. I am sure

S5 1 have very dif'ferent ideas of' what to do about it. It is

S6 Iabsolutely clear that tax policy is in f'act related to our

7economic condition. If' we are going to get any kind of' forward

8 movement in our economy, tax policy is going to be required.

N ~ 9 I do not want to sound too partisan about this but the

10 Administration has provided no leadership whatever about whatz
11j we are doing with our economy. No economic policy or program

c5 12 o increase productivity or investment or R&D has been made.z

13 -T.f' the vacuum exists in the leadership in this country, 'the

177

S14 Congress is just going to have to fi±ll that vacuum with

15 leadership. I do not know of' any way to do it other than through

16 some program of' tax reduction, whether it is the kind of' across

S17 the board thing Senator Roth is advocating or whether it is the

S18 more productivity, R&D, investment oriented approach.which I have

S19 been pushing for the last year.

0

20 It seems to me that we do not at 'this time responsibly want

21 to shut the door to any f'uture consideration on tax policy f'or

22 f'ear of' raising a point of' order.

23 Chairman Long. Senator Bradley?

24 Senator Bradley. Mr. Chairman, i was please to hear

25 ISenator Roth this time tie tax cuts to spending cuts, It has
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1 into the store.

2 The problem is we have to deal with the procedures we have

3 here. This Committee has almost total jurisdiction over revenue.

4 We do have jurisdiction on some parts of spending.

5 Chairman Long. Senator Bradley?

6 Senator Bradley. I would like to know the total you are

7 recommending to the Budget Committee.

8 Senator Roth. It is $10 billion.

9 Chairman Long. Senator Moynihan?

10 Senator Moynihan. Briefly, Mr. Chairman, in response to

11 my colleague, Senator Danforth, who knows I share his concern

12 about growth rates, to make this point, for the last three years,

13 the years of present recovery, the United States has had a

14 higher growth rate than the OECD countries.

15 We could put a certain prospective on oUr historic period.

716
16 In the last 20 years, the gross national product of the United

f4 17 States has increased by an amount equal to the entire 200 year

18 history or three centuries of economic growth in this country.

19 We have doubled our GNP in the last 20 years.

20 We do not really know as much as anybody.would like :to about

21 relationship of the tax system to productivity. We know some

22 things and not others. We do know if there is anything that is

23 perceived as being mismanaged i this country, it is the size of

* 24 our deficit.

25 I have to say the proposal that we have before us is a
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1 Mr. Stern. The assumption on the sheet is that you would

2 stick with the net figure in the President's budget not that you

3 would necessarily do it the way the President does but that would

4 be the net figure.

5 Senator Chafee. As I understand what Senator Roth is

6 proposing, he is asking the Budget Committee to come up with a

7 $10 billion cut in spending. Is that correct?

8 Is that correct?

9 Senator Roth. Yes. -We did that by special letter.

10 .Senator Chafee. We are asking them-to do that.

M11r-M.r..:Chairman, I would like' to say that I just

t5 12 think this gives us one more chance to take a look at this thingz

13 to see, as Senator Danforth said, some wiggle room.

14 I share the concensus which has been voiced here by sevexal

15 on the concern with our balance of payment situation, our

16 productivity and I would like to have that chance.

17 Senator Wallop. Mr. Chairman, I have a brief statement.

18 Having once served in a legislature that had a Ways and Means

19 Committee, we were faced with what we were going to spend and

20 then finding a way to finance it. We do not have that

21 flexibility which is what I think Senator Roth is pointing out,

22 the way we are structured now and I am not proposing we change the

23 structure.

24 What I think the main thrust of what this proposal of

25 Senator Roth's is, is to give us a step closer where we can
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1 consider this at some point down the road in a responsible way.

2 If there is not the cuts to make or it has not been voted on,

3 both in this Committee and by the Budget Committee, then we do

4 not talk about the tax cuts.

U3 5 We have really no way of bringing it up.

6 Chairman Long. It seems to me that really if you want to

V 7 vote on it, you should make it clear that you are not planning

8 to increase the deficit. I think that is explicit in the

d 9 Senator' s position.

0E- 10 1 think that is agreed. With that understanding, it seems

~' 11 to me we would look rather fooli-sh to send in our part of it

&12 where we want a $10 billion further tax cut and we do not havez
.7 da& 13 to ask for that much, we real-y Just have to ask for about

S14
14$8 billion, but to ask for $8 billion tax cut without offering

S15 to take some part of it, when you get down to it, we have before

716 us where most of it is going to have to fall.16

v n17 It seems to me we should be willing to specify some of the

S1 areas in which the cut ought to fall. For example, take The

19 countercyclical revenue sharing. We have no business at all

20 voting on countercyclical revenue sharing if we are going to

21 recommend anothe $10 billion in tax cuts.

22 I think we should vote and say we would urge you do this

23 and here is where we are proposed to take out parts of it. We

24 propose to take it in countercyclica. Yesterday we said aid to

25 the states. It looks to me as though we should put the
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1 countercyclical part as far as the states are concerned -- the

2 revenue sharing for states and there is $2 billion. It is really

3 more. What is it?

4 Mr. Stern. About $2.3 billion.

5 Chairman Long. You add that to the 4O0 million we are

6 talking about and that would give you about $2.7 billion.

o 7 Frankly, if we really think we hav-e cut about as much as

8 we can in health programs, you are going to have to reach up

C 9into these social welfare -programs. Yo-u are going to have to

10 vote for a cut.
z

11 1 It seems to me between the social welfare and the social

12 services, you can break it down however you want to break it down.

13 You are going to have to find about another $3 billion in those

14 areas. Otherwise, we would not be able to carry our part of it.

15 When you put that together it gives you about $5.7 billion

16 of the cut.

17 Senator Nelson. Then you would be nervous.

18 Chairman Long. You have $1.8 billion of it here. If you

19 can find the $5.7 billion and add the $1.8 billion, that gets you

20 up to about $7.5 billion. You are beginning to approach a

21 very responsible proposal.

22 Senator Wallop. The sum total of the $10 billion cut is

23 not the obligation of this Commitzee alone.

24 Chairman Long. No. I am nt talking about it in those

25 1terms I am thinking we should be willing to take about
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1 $7.5 billion. We have $1.8 billion already-assuming for the

(1 2 sake of argument that you are not going to buy what the President

3 has in his recommendation about the real wage insurance. You

4 have $200 million on the plus side so that gives you $2 billion.

Senator Roth. Mr. Chairman, since the time is late, I

6 recognize that the best way to try to kill any tax cut proposal

is to try to sell paper towels that the Congress will find it

difficult to vote for.

9 I do not agree that we have to accept the Administration's

E 10t proposal as the basis from which to work. I think it is perfectly

1 resDonsible for every member of This Committee who wants to vote

12 for the tax cut to say savings can be made in other areas.

13 I would point out, for example, a two percent efficiency

14 saving would give you the $10 billion alone. I am not saying

a15 you could accomplish all of it that way.

16 If you look at the operations, the cost effectiveness, there

a 17 is a lot of savings to be made.

18 I have no objection if we want to go ahead and vote first

on the Senator from Wisconsin's proposal. I do object to the idea

20 that there has to be proportionate cuts.

21 We are starting from scratch now. Every Senator has the

22 right to decide what he thinks the federal budget should be,

23 what the priorities are. We do have almost total responsibility

24 for revenue.

25 I think we should go ahead and vote as the Chairman said, as

ALDERSON REPORTING COMPANY, INC.



sible on my proposal. If Senator Nels
0t  w 1.3

I rapidly as POs le' oaed with, that.-

2 vote on his, 
too et's go ahea it

Chairman Long* is made that if We

SThe argument isant

4 Senator Nelson. have any flexibility for cut the

5 d ths' hen we do not hae FtohY posal ad the BudrBot

S5 do this, thRthseroo

If you adopted Senator tied with exactly

bu~dget. 
af o

6 buBt ur handsae

e did nothing, 
then

7 Commit

if you adopt3

SB what we Ihave-
S wh n haveudent ohae some insurance i

CI mo judgment, you h nth countercycial and the

9 on the g l vntdtn at least
12.5 billion wcud 

t

10 modest 
U. - ftey do not oaytig

r=venue shariga

11 general r- ndeal with.

13 w wi make that motion after e d to go along and

)hatrman Lo be responsibl

14 ao atreae Rot na 
r end -e sw 

w e uehto and

E 5 vote onRoth motio 
and we sa we a

15 and e haetoinn a to cut all of thisanwevtth

aree going to vote to cu th

17 an woh m o inen we vote and say ar 9 o e

7 Oth motion aee 
for the welfare and the money

the states and the fully
i8 money vote on all this and what I ,ug ,

19 sor social security 
Committee gets

Uhe time the 
11the al'eas

20 anticipate is by t till te o sup on all

21 Workin this th r, hrselves to u u welfare as

22 where we have on t o, tax cut. hee

23 a'l but will not take usih a situation on the Floorwr

24 ',4e are confronted wit hat we have commtted ourselves

25 are taking all the saving5  
PAit oCt

ALDERSON REPORTING COMPANY, INC-



73

1 and some of which is practically political suicide, and I am

2 running next year, gentlemen. Having done all that, they deny

3 us the tax cut.

4 Senator Moynihan. Mr. Chairman, I am on the Budget Committee,

5 as you know. I can tell you exactly what will happen. They will

6 take the savings in the programs you have voted against and use

7 them to pay for the increases other committees have proposed.

There will be no change whatever in the budget. We will have

d 9 irresponsibly have reduced some serious well run programs that

A10 this Committee oversees.

11 Senator Danforth. Mr. Chairman, let's vote on Senator

d 12 Roth's proposal and then on your proposal.z

13 Chairman Long. Call the roll and let's vote.

14 Mr. Stern. Mr. Chairman, for clarification, is this a

15 $10 billion revenue loss overall or $10 billion plus $1.9 billion

16 that is in the President's budget, which would be a total of

7 $11.9 billion.

18 Mr. Stern. Mr. Talmadge?

0 19 [No response.]

20 Mr. Stern. Mr. Ribicoff?

21 [No response.]

* 22 Mr. Stern. Mr. Byrd?

23 Senator Byrd. No.

24 Mr. Stern. Mr. Nelson?

25 Senator Nelson. No.
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1 Mr. Stern. Mr. Gravel?

2 [No response, ]

3 Mr. Stern. Mr. Bentsen?

4 [No response.]

5 Mr. Stern. Mr. Matsunaga?

6 [No response.]

7 Mr. Stern. Mr. Moynihan?

8 Senator Moynihan. No.

9 Mr. Stern. Mr. Baucus?
Z

10 Senator Baucus. No.
Z

- 11 Mr. Stern. Mr. Boren?

12 Senator Boren. No.

13 Mr. Stern. Mr. Bradley?

14 Senator Bradley. No.

15 Mr. Stern. Mr. Dole?

16 Senator Dole. Aye.

17 Mr. Stern. Mr. Packwood?

18 Senator Packwood. Aye.

e 19 Mr. Stern. Mr. Roth?

20 Senator Roth. Aye.

21 Mr. Stern. Mr. Danfforth?

22 Senator Danforth. Aye.

23 Mr. Stern. Mr. Chafee?

24 Senator Chafee. Aye.

25 Mr. Stern. Mr. Heinz?
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1 Senator Heinz. Aye.

2 Mr. Stern. Mr. Walloo?

3 Senator Wallop. Aye.

4 Mr. Stern. Mr. Durenberger?

5 [No response.]

6 Mr. Stern. Mr. Chairman?

7 Chairman Long. No.

8 The ayes are seven and the nays are eight. We will have to

d 9 poll the absentees. We have Senators Talmadge, Ribicoff,

10 and Matsunaga who were not present.

11 I would hope we could go ahead and vote on the resolution

12 with the understanding if the absentees should change the result,

13 we will change the result and report it the way they would

3 14 recommend it.

15 Senator Nelson. At some stage and I see it is 12:25 p.m.,

16 I would like a vote on the countercyclical and a vote on the

0 17 general revenue sharing. I am prepared to make the motion

8 18 right now and vote if everyone wants to vote now.

19 Chairman Long. If I have to vote on that as it stands now,

20 I would have to vote on it with the assumption that the Roth

21 motion did not carry.

22 Senator Nelson. 1 will withhold it.

23 Chairman Long. Assuming the absentees causes the Roth

24 motion to carry, if that should be the case, we will meet

25 tomorrow and try to find where we can make some cuts.
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1 Mr. Stern. Mr. Chairman, we have added up the numbers on

2 the outlay side and find actually you are $100 million over the

3 cuts in the President's budget. If you like,. you could reduce

4 the savings you are projecting for the social security and

5 welfare programs instead of assuming a savings of $800 million

6 you could assume a savings of $700 million if you wanted to make

7 that modification.

8 Chairman Long. I think that would make Senator Moynihan

9 9 happy.

0 S10 Senator Nelson. I do not know whether my interests are

protected. If in .fact Bill wins with his, we will not have

12 a quorum tomorrow to vote on the cuts. Nobody will show up.

13 Senator Roth. That is a good point.

14 Chairman Long. As you know, we have a lot of flexibility.

15 We have found ways to do things that people never thought we

16 could do. We keep them guessing.

3 17 Mr. Stern. As of the moment, Mr. Chairman, if the Roth

5 18 motion fails to carry, you will wind up with the same figure for

19 net savings in the outlay programs and the same net revenue

20 loss as the President's budget.

21 Chairman Long. Is that all right with the Committee? If

22 there is no objection, we will do that.

23 Mr. Stern. Mr. Chairman, do you want to move onto the

24 Debt Limit Bill? The question is whether you want to meet

25 tomorrow or not.
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I The two things which are left over is tax expenditures and

2 on that particular item we simply recommend what you have done

3 in the past, enclose a copy of the amounts which are shown in

4 the President's budget.

5 Chairman Long. Without objection, I think we can agree

6 on that.

7 Mr. Stern. The last item is the Debt Limit Bill. For

8 purposes of the budget, all you need to do is recommend in your

9 letter that the Budget Committee do whatever is consistent with
0

10 what they agreed to do in the spending side. That is what you

n 11 have done in the past.

12 The other thing which we put on the agenda was if you wouldzCZ

13 like to take up the Debt Limit Bil which is going to come up

14 this afternoon in the House.

15 Chairman Long. Take it up when?

16 Mr. Stern. If you would like to decide what you want to do.

17 For example, you might want to make your decision substantively

18 on what to do on the Debt Limit Bill and hold it at the desk

19 when it comes over from the House, which is something you have

20 done in the past.

21 Chairman Long. If it is all right with Senator Byrd, I

22 would suggest we stop the bill at the desk.

23 How much time do we have to act after the bill gets over here?

24 Mr. Buckberg. The present debt limit will run out

25 approximately March 9th, according to the Treasury's last
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1 calculations. The statutory limit for the 798 would run.through

2 March 31st but that is not adequate. Last July the House on

3 the Floor amendment reduced the amount that the House Ways and

4 Means Committee had approved through March 31st but it did not

5 change the date.

6 It was thought then it would last through about today.

7 Treasury has been able to do a little bit better and they will

8 8 last through about March 9th, at which time they will not be

d 9 able to borrow any more because they are up to the debt limit.

E 10 Chairman Long. I would suggest, if it is all right with

11 Senator Byrd, that we stop that bill at the desk. We will

12 inevitably run into a situation where time is running out on us.z

13 We will hold that bill at the desk and let the Committee meet.

14 Senator Byrd can conduct the hearing.

15 Mr. Stern. He has already held a hearing, Mr. Chairman.

16 Chairman Long. The Committee can meet and debate the

C 17 debt limit. We will have it out there on the calendar. In that

18 way, we can avoid that three day layover rule. If we have the

19 time running .out on us, we can go ahead and bring the bill up

20 and offer our Committee amendment on the Floor.

21 Mr. Stern. Do you want to have that discussion now,

22 Mr. Chairman? It has been put on the agenda for these meetings.

23 You might not have to meet tomorrow if you take care of this matter

24 Chairman Long, It is all right with me. Harry?

25 Senator Byrd. I think the suggestion you made is perfectly
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1 satisfactorily with me. With this proviso, I am assuming the

2 Ways and Means Committee will not throw us any curves. By that

3 I mean not attempt to tie to its bill proposals that would in

4 effect eliminate consideration of an increase in the debt limit

5 for the future.

6 Mr. Buckberg. Senator, the Ways and Means Committee bill

7 has three issues in it. First, it raises the debt limit through

8 September 30, 1979 to $836 billion. This is the amount which was

6 9 recommended by the Administrat.on in the budget of $833 billion

10 plus the $3 billion allowance for contingencies which the

11 Treasury traditionally asks for.

d 12 In addition, it has increased the exception to the 4 1/4

13 percent interest rate ceiling on long term bonds by an additional

14 $8 billion through which would provide the Treasury with the

15 amount to meet its financial planning through Fiscal Year 1979.

16 The present limit i's $32 billion.

Z 17 The last provision is to increase the discretionary

18 authority for the Administration to raise the interest rate on

a 19 Series E and Series H Savings Bonds from six percent to six and

20 one-half percent. That authority could be exercised by the

21 Secretary of the Treasury with the approval of the President.

22 Mr. Vanik of the Ways and Means Committee has an amendment

23 to raise that limit to seven percent but it does not change the

24 authority in any other way.

25 Senator Byrd. All of that is satisfactory to the Senator
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1 from Virginia. I heard some discussion there might be an effort

2 made to tie to that legislation proposals which in effect would

3 eliminate the opportunity for the Congress to review the debt

4 limit when the ceiling was reached in the future.

5 If that is the case, I think this Committee ought to

6 consider that very carefully before we go along with it.

. 7 Chairman Long. I do not think as far as we know anything

& 8 of that sort is being considered. I also think if something

4 9 that we are not anticipating should be added to it, the Committee
C
a 10 should meet and discuss it.

11 Senator Byrd. Yes.

12 Mr. Buckberg. Senator, the rule approved by the -Rulesz

13 Committee for the Debt Limit Bill does not provide for any other

14 amendment.

15 Senator Byrd. If the House votes it down and it goes back

16 to Ways and Means, then Ways and Means has a door completely

17 open.

18 Mr. Buckberg. It has another shot. There is one proposal

a 19 that is being developed to try to adjust the procedure but would

20 still allow for regular bills.

21 Senator Byrd. Yes, that is what I am talking about.

22 Mr. Buckberg. That is Mr. Gephardt's bill.

23 Senator Byrd. I do not think he is ready to introduce that

24 yet.

25 Chairman long. We have done this kind of thing before.
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1 Let's say we will take up from the calendar the Debt Limit

2 Bill as the House sends it to us and we will consider that the

3 Committee has recommended that the bill pass but reserving the

4 right to any Senator to offer any amendments he may want to on

5 the Floor and if some amendments should be added by the House,

2 6 or if some amendments should be offered out there on the Floor

7 that is of grave concern to any member of this Committee and he

8 would like the Committee to meet, we will meet and discuss it.

d 9 Senator Byrd. Mr. Chairman, what you have said is

E 10 satisfactory to me with one proviso. If a proposal such as the
z

I 1 one you mentioned is incorporated in the bill, then could it be

12 referred to this Committee?

t 13 Chairman Long. I would like for us to first decide what

14 we think we ought to do about it. As far as I am concerned,

15 Senator, I want to protect your rights. I do not favor those

16 amendments that says we would no longer have a debt limit bill.

17 Senator Danforth. May I ask why, Mr. Chairman?

18 Chairman Long. You can ask but I would prefer not to answer

a 19 right now. I will take the Fifth at the moment.

20 Senator Danforth. When you get to $830 billion, it is sort

21 of like the grains of sand on the beach.

22 Chairman Long. That is your opinion. Senator Byrd and I

23 do not quite agree with that.

24 I would think the kind of thing Senator Byrd wants to be

25 protected from, he should be protected from. I would like to
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1 leave the matter open and see what the situation is when that

2 happens.

3 If you have something you are very much concerned about

4 that is on the House passed bill, if you want the Committee to

5 consider it, I would be glad to meet and urge the Committee do

6 so.

7 I do not think that is going to happen. I would rather

Q 8 wait and see.

CS 9 Senator Byrd. Assuming the bill comes over in the form

10 that it is now before the House, it would be stopped on the

11 calendar and we would proceed from there.

12 Chairman Long. That is right.

13 Mr. Stern. Senator Byrd, would that also include cases

14 where the only amendment would affect a dollar amount, if they

15 had a lower dollar amount?

16 Senator Byrd. No.

17 Mr. Stern. If it comes over in the way the Ways and Means

18 Committee reported it out, at that point, we will hold it on

19 the calendar?

20 Chairman Long. That is correct.

21 Without objection, it is agreed.
T2b

22 Mr. Stern. Mr. Chairman, there is one other thing. There

23 is the request for five year projections. In the past, you have

24 simply provided whatever information you have on five year

25 projections.
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1 Senator Moynihan. Mr. Chairman, I am very sympathetic with

2 the Budget Committee but I do not think we are in the position to

3 make five year projections and : do not see the need to do it.

4 I would like the staff's view. I think it commits us to

5 a situation which I do not feel we are prepared to commit ourselveE

3 6 to.

0

7 Mr. Stern. In the Past you have submitted it in the case

T74 9 proj'ections but other than that,- you have just supplied what you

10 had on hand and you have not tried to make any decisions thatz

11 are of a five year projection nature.

d 12 Senator Moynihan. The accial security are reallyz

13 actuarial projections and we should report them. I do not think

14 we should report things we do not know and that is about as much

15 as we do know.

16 Mr. Stern. That is the staff's recommendation also.

17 Chairman Long. It seems to me that their staff has a lot

18 more free time to think about things which might happen and might

19 not happen. Generally speaking, our poor staff is right up

20 against it most of the time with something that has happened,

21 where we are trying to provide a remedy.

22 I think Senator Moynihan's suggestion is good and the staff's

23 suggestion. We will provide them with whatever we have but as

24 far as speculating on what is going to happen in the wild blue

25 yonder, they have more people to speculate about things like that
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1 than we do. We will leave it that way.

2 Mr. Stern. Mr. Chairman, in that event, I do not think

3 there is any reason for a meeting tomorrow unless the vote on

4 Sehator Roth's motion is changed.

5 Chairman Long. If the vote is changed, we will definitely
6 meet tomorrow.

7 Thank you. We stand adjourned.

8 [Whereupon, at 12:40 p.m., the committee was adjourned,

d 9 to reconvene subject to the call of the Chair.]
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