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EXECUTIVE SESSION

TUESDAY, APRIL 15, 1980
United States Senate,
Committee on Finance,
Washington, D. C.
The Committee met, pursuant to noﬁice, at 10:20 a.m. in
room 2221, Dirksen Senate Office Building, Hon. Russell B.
Long, Chairman of the Committee, presiding.
Present: Senators Long, Baucus, Dole, Packwood,
Danforth, Chafee énd Heinz. A
The Chairman: Let me suggest that we go ahead and start
discussing this_maﬁter. At least we have the assistance of
two Senators, Senator Dole, who is the defender of the
Republican Side of the aisle, and we can go over the problems
that this committee faces with regard to the Budget

Resolution.

19 .

20

21

23

24

Suppose you start spelling out, Mr. Stern, what the
problems are, as our staff understands them, and also get the
advise of the Joint Committee staff.

Mr. Stern: What I am using as an outline, Mr. Chairman,
is this one-page sheet called Budget Resolution proposed by

Senate Budget Committee. 1In the middle of the page are the

major elements of the Budget Committee proposal.
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The first area that I would like to bring to the
Cémmittee's attention are some substantial and serious changes
in the budget procedures themselves that are incorporated,
either in the Resolution as reported by the Budget Committee
or in some cases they are procedura} changes that the Budget
Committee is going to recommend in aﬁendments to the-
legislation.

The first item is that, for the first time, the Budget

Committee. would be requiring a reconciliation process on the

First Resolution. That is to say, the Finance Committee and a
number of other committees would berdirected-to report out
legislation reducing expenditures in the programs under_the
jurisdiction of the various committees by specified amounts.

-In the case of the Finance Committee, the amount
specified is $4.8 billion and legislation to save that amount
would have to be reported out by June 9, 1980.

This is a new idea. The reconciliation process that
exists in the Budget Act today applies only to the Second
Resolution. The theory is in the spring the Congress sets its
tentative targets and its budgetary goals and'thén‘it sees if
it cannot meet them in the legislation that it handles during
the course of the summer.

Then around Labor Day a-new look is ‘taken at the
situation and one of the'ﬁools that the Budget Committee may

recommend that the Senate use in enforcing its budgetary

ALDERSON REPORTING COMPANY, INC,
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targets is a reconciliation process which directs committees
to do things that they did not achieve during this trial |
period.

The Chairman: Let me just ask about that matter, because
Senator Packwood is here and he is on the Budget Committee.

The First Budget Resolution is not supposed to be binding
ahyway but it is supposed to point us in the directionvthat we
expect to go. In other words, I can understand -- we can find
some areas where we think we can make some savings.

Look at what they recommend. There are aBout $1 billion
where, offhand, we do not see where we are going to make it.

We might have to be pretty severe on some people, some
low-income, disabled, unemployed people in order to make that
total.’

If we have more time to think about it, figure out ways
to do it, we can certainly do a better job than if we got just
a week or two to do it.

What is the point in trying to make us reconcile with
only a week or two weeks to think about it to try to figure
out how it can be done?

Senator Packwood: Mr. Chairman, I come at this with
mixed emotions. With your encouragement, you urged all
members of this Committee who could get on the Budget

Committee to get on it and having been on the Committee, I

kind of feel like I am looking at both sides now.

| ALDERSON REPORTING COMPANY, INC,
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As I understand the process, we are not going to have to

reconcile between now énd the time the Budget Committee
recommendations are adopted or not adopted on the Floor, as
the case may be, but either we and the other committees make a
good faith effort at the reconciliation -- and in this case,
it is a reconciliation thatkyou try to balance the budget --
or we do not.

I have some questions about whether or not -- énd4I said
this in the Budget Committee -- whether or not some of the
things that they presume will pass -- I do not mean just this
Committee, but pass on the Floor. But I think that we ought -
to wait, if we have the time, until we see what happens to the
First Concurrent Resolution on the Floor, and I think at the
time that wé'debate.that, that ought to be made very clear to
the members, what the pros and cons are of what they. are
adoptiﬁg and what the alternatives are, if they adopt it.

There are some, but not a lot of room, in the
alternatives. When you sit on the Budget Committee and say we
are not a line item committee, that is only half true. You
just cannot sit there and say, oh, well, let's cut the budget
from $615 billion to $600 billion without any discussion.

You can say, well, let's cut it to $500 billion without
any discussion. You get into a whole lot of discussion agout
why are some of the areas that you think that you could cut --

for example, state revenue sharing.

ALDERSCN REPORTING COMPANY, INC,
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I did not vote to cut it, but it carried in Committee,.

That is not a mandate to this committee, that we have to
cut state revenue sharing. If, by the time the Firsi
Concurrent Resolution is adopted, however, and we have had a
debate on the Floor about revenue sharing and catastrophic
health insurance and a variety of other things and the Floor
still adopts the First‘Conc@rrent Resolution, then I think we
are in a position to at least morally try to producé those
figures. )

Mr. Chairman, I would first make sure that there is some
substantial debate on the Floor so no member can say, I did
not realize that that is what you meant, because I do not want

us to go through a whole lot of time and effort this summer

honestly trying to make reconciliations and then have the

. Floor kick us in the teeth when we try to come down with those

16
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reconciliations and say we did not mean that.

Mr. Stern: Mr. Chairman, what we have been talking about
here really would not give you this summer. The timing of itl
would work something like this, that the Budgét Resoiution
comes up, I believe, tomorrow and is under a time limitation
in the Budget Act itself. Therefore, debate on it would
probably be concluded, if not by the end of this week, then
ear%y.next week, after the Conferenée Report 1is adopted, which

should happen no later than May 15th.

According to the Resolution instructions in the Senate
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Budget Committee, this is a term of art -- reconciliation
process is a specific process and it requires the Finance
Committee and other committees to report out legislation in
this case by June 9th, so you would not have the sum to make a

good faith effort as has been the case in prior years.

It is a specific direction by the Senate to its
.committees to report legisiation by June 9th.

Senator Packwood: What is the genesis of that June 9£h
date?

Mr. Sﬁern:  The date is specified in the resolution. I
do not know how it_was,arrived at.

Senator Packwood: Specified in the Budget Resolution?

Mr. Stern: That is correct.

Sehator Dole: I have got to run over to a little press
oonference, but I have got to advocate repeal of the import
feé. I thiﬁk we.afe going to succeed, but I do not want to be
shut out byvthe Budget Committee because, as I understand the-
way the Resolution is drafted, it would be October before we
could ever have any impact in any event. |

Mr. Stern: That is another item that they have included
as a procedural change. No bill or resolution which has thé
effect of reducing revenues compared to what they consider to
be existing law, then more than $100 million can be enrolled,
even if it is passed by the Congress until the Second

Resolution has been adopted and any other reconciliation

ALDERSON REPORTING COMPANY, INC,
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resolution pursuant to it has been adopted.

This means if the Congress were to approve a resolution
disapproving the fee that the resolution could not be sent to
the President until the Congress has completed action on the
Second Budget Resolution. Even if you did it with;n the next
month, the enrolled Resolution could not be sent to the
President.

Senator Dole: I will be back in abéut ten minutes.

Since they héve.takenvjurisdicﬁionvof nearly everything, they
are going to'bé a very powerful committee. Maybe I should
have stayed on there.

Senator Pacﬁwood: I am advised that the June 9th date
was added by the staff. .We_coula amend that on the Floor, and
I think a lot of other committees in addition to ours would
have an interest in changing that date. |

But I will say again, you know,'I love this Committee and
the Budget Commiftee is tough. But at soﬁe stage we are géing
to come against this rock and-a hard place.l

What are going to. be the ultimate»powers of the Budget
Commiftee? They are talking about being able to raise points
of order on a functioﬁ by fuﬁction-basis rather than‘anA
overall budget basis.

I am not qﬁite sure how you harmonize a committee that

sets an overall budget that has no power to enforce it with

committees that are. not unlike many of the interest gréups in

ALDERSON REPORTING COMPANY, INC,
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this country, all of whom want to balance the budget, except
for them. . |

Mr. Stern: SenatoriPackwobd, in fact, the enforcement
mechanism is working right now for fiscal year 1980. When the
Congressional Budget Office re-estimated the anticipated
expenditures for 1980 they found that it exceeded the total in
the Second Budget Resolution and.ﬁo the best of my knowledge
the Senate has not been able to take up any conference report
6r any other bill. |

Senator Packwood: Because it is subject to'a point of
order?

Mr. Stern: Because it is subject to a point of order.

Senator Packwoodﬁ And the point of order could be
overruled if'we want to devote ih~such a way that process on
reconciliation and that point of order so long as the majority
of the Senate lets it work, which is true of anything else
that the Floor of thé Senate does.

I am looking like more a year or two down the road when"
Qe'get to the issue of should we give the Budget Committee
additional power to raise points4of order on functional items,
shpuld we give it the perr to direct -- and you recall the
tremendous debate that Senator Long and Senator Muékie had a
couple of years ago over --"it was only about $2 billion as I
recall, but they ordered us -- it was a big item and they

spent a lot of time in that $2'billion as I recall. We had to

ALDERSON REPORTING COMPANY, INC,
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come up with "tax reform" in the nature of $2 billion and they
suggested'where it should come from.

SoonerlorAlater, I am saying that issue has to be hit and
the Senate is going to have to decide it. We have not yet, so
we afe in a murky area.

Mr. Stern: It will be resolved sooner rather than later,
because we are proposing these very rule changés right now.

Senator Packwood; I know they are.

Mr. Stern: In the next week, the Senate will be deciding-

whether they want to do that or not.

The Chairman: ‘That gets us to another point that we have
to contend with, that we have to look at.

The_Senator recalls that some years back the Budget
Committee reported out a recommendation that they gave us a
figure for revenue and in the language of ﬁhe report, that is
something that we were powerless to amend, in_thellanguage of
the report.

So in the language of théir'report_they proceeded to say

that we arrive at a certain figure, juét.pick a figuré.
You are supposed to raiSe, let's‘say, $14 billion. They give
us a figure and on that, they_say well; they think we ought to
raisenabout-$u billion in tax reform and then-that we ought to
cut taxes by a certain amount.

We on this committee looked‘ét that final figgre'anq we.

said, what is this in that Budget Resolution? Is that just

ALDERSON REPORTING COMPANY, INC,
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supposed to raise -- we have a certain amount of revenue that
must be raised. And other than that, we have a right to cut
taxes and so we recommended just that. We nad a fight out
there snvthe Floor up one side and down-the other, but we
finally went on that.

Basically all they have a right to do is give us a total
and they have no right to go beyond that. |

Senator Packwood: Questlon., Do they hayé'a right in
their report to suggest what it was that.they'were thinking
about in reaching those conclusions?

-If they do not wrestle, you are stuck with a situation
that is easy. Let's say this committee ought to raise $550
billion in revenue and will cut spending to $550 and, say
nothing and that makes the Budget Committee's an easy.job,
because you say you voted to balance the budget every year.
You can say you think we should have a tax cut of $30 billion
and never suggest where it ought to be.

In thaﬁ.case, it almost makes the Budgep Committee fun
and irrelevant. | | |

‘Mr. Stern: In fact, they did write it in their report,
but'Senator Muskie maintained when the Senate adopted the
resolution with the net number, they wére'not necessarily
adopting the assumptions that the Budget Committee used in
arr1v1ng at the number.

Senator Packwood That is the point.

ALDERSON REPORTING COMPANY, INC,
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Mr. Sternﬁ That is the issue that Senator Long is
raising.

Senaior Packwood: I think it is clear, and the Budget
Committee has been pretty good about this. It was séid'over'
and over, and it is funny. We will vote on a figure up there
-- cut $2 billion, $3 billion, $4 billion -- and we will have
some debate about where it should be cut and finally agree
that we will have our own'assumptions on the Committee so we .
really do not have to have'any. We réally do not have to have
any assumptions.

You can cut where you want it and I can cut it where I
want it and we will worry where ﬁhe cuts come later and we
have done that on a couple of occasions.

But, for eXampie, in their revenues they are presuming we
are going to pass the withholding on dividends and interest.

I told them I did not think it was going to pass, although I
voted for it before. I did not_think‘it was going to pass.

But tbat is, I guess the word "assumption" is not binding
but it is one of their assuﬁptions that we are going to pass
it out of this committee and we will have to pass if out of
this committee. It will paSS the House and come to the Floor
and become part of the revenue.

Mr. Stern: Senator Packwood, if they are able, however,
to establish totais on a functidnal basis they will come much

closer to being able to dictate specific legislation. For

ALDERSON REPORTING COMPANY, INC,
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example, Revenue Sharing is practically a category by itself
and if they "assume" that $1.7 billion is going to be cut out
of the Revenue Sharing total because the state share is going
to be cut, and if they have control over the functional
category separately, in that particular case, it almost
amounts to dictating.

Senator Packwood: Yoﬁ are right. That, as I recall, was
in that. general governmént category. That is the biggest
portion of it, the 'general Revenue Sharing.

The Chairman: That is just a point.

In some cases, as Committee Chairman, in séme cases that
makes it easy for me. The'Bﬁdget Committee votes. If they
want fo vote, all right, we want to cut this particular item
out and we vote a.resolution that in effect says that then it
is sort of easy as Committee Chairman to say we are under
instruction to do that, so wé are doing what the Senate
instructed us to do, and it makes it easier in that respect.

- But on the other hand, when you do that, you separate
this committee from its'fesponsibility to the Senate to look
over items ‘where it believes economy could be made and to make
the reductions where it believes that, all things considered,
that this is about the best place to make the feduction.

If we are going to be a responsible committee, it seems
to me that we ought to look at the whole gamut of what our

respon51b111ty is and try to make the reductlons where we
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think it makes the best sense, rather than the Budget |

Committee making it for us, even though they will know
something abouﬁ it.

Unless they are going to have as much staff as all the
Congress put together, which I guess $ome‘of.us find to be a
very useful and thoughtful idea, but unless they are going to

have as much as all 6f us put ﬁogether and have as much

expertise as everybody and if their Senators have the time to

think about those-items on the legislative committees, they
are not going to be as well informed, not going to be as
advantageous position to make'a decision as those who have
been assigned that-functional responsibility.

It seéms to me that; at a minimum we should noﬁ be held
to more than simply a committee total, that we have this much
money to work with and within that area, we have the
responsibility to come up with a figuré that brings in the
amount of fevenﬁe_that the Budget anticipates and on the
spending-side spends no more than the Budget anticipates
thereto.

Senator Baucus: I agree wigh that. Frankly, I do not
understand why the Budget Commitpee is not a little more
politic, saying.these are oﬁly-suggested areas and saying,
especially in the committee reports, and saying these are only
suggestions and it is ub to ‘the Committee to decide what areas

they want to cut and raise revenue.
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Senator Packwood: Because that is all the»power they
have got.

Senator Baucus: To make it clear that these are only
suggestions, that they will not buck changes in the Finance
Committee. ‘

Senator Packwood: Getting down to debating this revenue
sharing was a gbod example. One of the things the Committee

had voted to eliminate is state revenue sharfng. We get down

to a debate on the Floor, and indeed under the present rules. .

They do not have the power to bind this committee.
But if the Senate Budget Resolution is adopted, is there
an assumption that this Committee will dump state revenue

sharing or are we free to simply say we will undertake

whatever assumptions any of us want. If we come back here and

decide to dump something else of an equivalent amount, keep
state revenue sharing. |

Senator Baucus: I think thére is a strong possibility,
even a probability but not a fixed assumption.

Mr. Sﬁérn: 'TheASenate Budget'ResblutiOn recommended by
the Senate Budget Committee, hoWe?ér, does introduce a
procedural chahge which would say, in this particular case,
that if any piecé of legislation exceeds the functional
category in the First deget Resolution, the bill cannot be
enrollsd and sent to the President.

In a large, amorphous category like health or income
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security it might not make a difference, but in the particular
case of revenue sharing, if the Congress were to pass a bill
that extended state revenue sharing, the total amount would
probably be over the functional category and the bill could
not be sent to the President until October.

Senator Baucus: This is a proposed change.

Mr._Stern: A proposed change already in the
Senate-reported reéolution. -

Senator Baucus: It would apply?

Senator Packwood: It has not-been édopted yet.

Mr. Stern: It has not been adopted yet? I am sorry.

This isva proposal that the Budget Committee says in its
teport that they are going to.offef as a permanent change in
the Budget Act procedures.

Senator Packwood: But it is not offered in this
Resolution is it?

Mr. Stern: They say in the report that they are going to

of fer that amehdment on this resolution and there is another

~thing that is perhapsla little moreé serious.

Before the Senate would even be allowed to vote on the
question of the state revenue shéring - sﬁppOse, for example,
the Finance Committee were to report out legislation that did
not include state revenue sharing and a Senator wants to move

to add it in. Before the Senate can vote on that, a motion is

put to the Senate as follows.

. ALDERSON REPORTING COMPANY, INC,
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This is a proposal by the Budget Committee. The Chair
shall put to the Senate the following question: "Shall the
Senate proceed to vote upon the amendment, et cetera, et
cetera, of the Senator from so and so which would violate the
Congressional Budget limits for the functional category by
increasing spending over these limits?"

AThat question would have to be put to the Senate and the

Senate would have to agree "to violate" the Congressional

restore,

~The Chairman: Let us assume, in other words, that if a

Senator takes aAview,_as some will, that rather than spend

more on defense and less on social welfare programs that he

would rather do it the other way around.
If that is his view, this sets the stage that he has to
vote on something that marks him as a man who wants to

bankrupt the country. 1In order to do what his conscience

tells him what his'right, and that is not his view at all.
These peoplé would seek to arrange a vote or contrive a
vote where they presume to speak fof his éonscience rather
than him. So they would like to contrive this, even though
you know it is not going to bankrupt the country -- or are you
in favor of that anyway?
Even if it is ~oing to, then fixed effort -- thtt vote

can be pulled cut. - Here is one of the big budget. busters.

|
|
|

budget limits before it could even vote on the amendment to
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This guy here -- in his point of view, he was not seeking to

bust the budget. What he wanted to do is simply say you spend

less on military hardware or less than military pay or
military retirement if you put more of that over here into a

program to help retarded children.

Here is a guy from his point of view, it is not a budget

buster at all, but he would try to contrive a.vote for him to
make him look like that.

If you want to stand still and have that brand put on
you, that is one thing, but if you do not want to, you had
better speak up because that thihg will start happening to in
a hurry and anyone Qﬁo is likely to be put into that trap
might find it extremely unfair. If he does not like it that

way, he had betterispeak up before it happens.

That is one of the problems that this thing creates here. .

Point number one, I think, do we agree that we ought to

have to reconcile within the first couple of weeks after this

‘Budget Resolution or should we haVe more time.

Senator Packwood: I think we should ask to change that
June. 9th déte.

Mr, Stern: I believe the June 9th date allows something
like two legislati&e weeks, because there is a long week-end
in the middle.

The Chairman: Yes.

Mr. Stern: At a minimum, if we want to be asked to do

ALDERSON REPORTING COMPANY, INC,
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that, we ought to have more time.

Now, let's take the second item we have got there.

Mr. Stern: The second item has two parts. The first
part relates to revenues and the second is spending.

The resolution, as I mentioned before to Senator Dole,;
says that any tax cut bill or any resolution Lhat has the
effect of reducing revenues by more than $100 million would
not be sent to the President until after the Second Budget
Resolution is agreed to.

One example would be what Senator Dole referred to, if
the Congress wanted to disapprove the President's oil import
fee under the procedure that wés agreed to in the windfall
profits tax bill, a resolution of disapprdval is sent to the
President.and it can be done by a resolution.

Under this amendment, the resolution could not even be
sent to the President until October because the resolution
could not be enrdlled because it has the effect of reducing
revenues by more than $100 million.

So mereiy any other tax cut bill ---I do not know whether
there is any other tax cut bill that people have in mind for:
the immediate fuﬁure, but that is an issue that if the
Congress does . want to disapprove it, ﬁhey would want to
disapprove it, I would think, long before October. .

The Chairman: In other words, it could not be under the

proposal. Let's say if Senator Dole--- say he has two-thirds
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‘of the Senate with him. Ordinarily, if you have a two-thirds

majority you ought to be able to prevail.

Now, we are ﬁalking about item number two here, Senator
Danforth, on that sheet before you, holding up certain bills.

;f, under that provision, if Senator Dole had two-thirds
of the Senate with him, he ought to be able ﬁo prevail.
Assuming he had a two-thirds majority in the House as well,
under that you would have to have -- that bill could not be
enrolled. It could not be sent . down to the President until
October.

Is that right?

Mr. Sterh: That is right, until the Congreéss has
completed action on the Second Budget Resolution, any
reconciliation necessary. It may be latér in October but no
earlier than October. |

The Chairman: Sometime in October, the President, aé I
recall it, he has done legislative dates, ten dajs in which
the Senate is in session. 1Is that not the way it is?

With my constitutional aﬁthority on vetos ==

Mr. Stern: Ten days except Sundays, not counting
Sundays.

The Chairman: I think it is ten days when thé Senate 1is
in session, I believe, while the Congress is in session. Who
knows that? Somebody ought to know that.

From the time that it gets down there, he has ten days
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before he sends it baék up, so that gives you ten more days,
and then you still have got the burden of passing it through
both houses. |

The House has a rule where they perhaps could vote, but
over in the Senate under our cloture pfocedures, I would think
that if the Minotity wanted to go along with the President,
they could draw'that‘thing out for several more days.

Mr. Stern: It is quite possible, Mr. Chairman, that in

‘this particular yéar since the Congress is likely to adjourn

before the election, that it could be done in such a way that

-the Congress COuldlnot even have a vote to override,

The Chairman: Between then and the election in November.
If they sat in a-dream.and did it,* something like that by

that time, &ou would be within two weeks of the November

- election., If they would take the ordinary delays, you would

be withih two weeks of the November election by the_timeAyou
get through with all of that.

| Mr. Stern: -The>se§oﬁd part of this relates to spending
and iﬁ is a similar kind of thing'that says if any particular
spending bill is highér.than either the allocation to the
committee or the allocatibn report filed by the committee, it
also could not be enrolled until after the Second Budget.
Resolution.

Maybe I ought to explain these new controls. Thgre is

sort of a handwritten xerox sheet which is the same thing that
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is on the blackboard, which shows what the controls are now
and what the proposal is. |

Today -- and I have just uséd a hypothetical example for
outlays -~ |

The Chairman: Why do you not have somebody point on the
board where it is on that chart that you‘are talking about?

Mr. Stern: All right.

The Finance Committee has outlays in a number of the
different functional categories. I have simply selected two
big ones here -~ health and income security, and there aré
others aé well,

.The Budget Resolution itSelf provides a number for each
one of the functional categories. In this case; $612.9
$512.9 billion -- $218.3 billion for income security, and
then various otherrcategories -- defense and training and so
forth, coming -up to a total of $612.9 billion for all
committees, for 'all functions.

The only number on which-a point of order, or ahy other -
controls, are based is that number of $612.9 billion, the
total figﬁre for outlays for all programs..

We see have seen how that operates in fiscal year 1980.
The spending total that»was provided in the»Second Budget

Resolution has been exceeded and no new legislation can come .

up, or all will be subject to a point of order and, to the

best of my knowledge, no new spending legislation has come up
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since that total was exceeded. That is the control today.

Aftér the Budget Resolution is approved then, the Budget
Committee looks at the totals for each category and figurés
oﬁt how much is related to Finance Committee programs, énd I
have just used hypothetical numbers here.

Then they add all those up and come out with a total
allocation to the Finance Committee of $320 billion in this
example. | |

Today, that is the only number that they give to the

-Finance Committee. For informational purposes, they tell you

how they made it up, but the only actual allocation is the
total.

I make that point because in the Hogse, the House Budget
Comﬁittee,does make allocations on a functional category
basis. |

Finally, the Finance Committee files its allocations

‘report in which the numbers may be different within the total

compared to the Budget Committee assumptions.

In the hypothetical example there I assume that the
Finance Comhittee thought it might spend a litt1é bit more on
health and a little less on income secufity than the Budget
Committee assumed.

Those numbers outlined in the square outline would all
be controlled numbers under the proposal.of the Budget

Committee. That is to say, if either the total functional
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category were violated by any particular bill or the total
allocation to the committee, or the committee's allocaﬁion by
catégory,_in any of those ¢asés,the;bill would be subject
under the proposed améndment of the Budget Committee to a
separate vote where the Senate would first have to vote on
whether it was to violate the budget and only then be allowed
to vote on»the43ubs£ance of the proposal.

Also, if the Senate agrees to do that, notwithstanding

the fact that_it violates those totals. Still, the bill is

~held up and cannot be enrolled until-the Second Budget

Resolution ‘is passed so that those are two quite stringent
controls that do not'éxist now. That is not exactly a line

item control, but in some cases it practically amounts to that

' because of the nature of the functional categories, as in our

example, the state's share of revenue sharing.

The other matter fhat is unknown, today, the allocation
of the Budgét Commitfee to the Finance.Committee is made on a
total basis, but it might be that in some future time,
particularly if“they are given this authority, they might want
to make thétAallocation on é much morerdetailed basis, as does
the House Budget Committee. And if they have the
Parliamentarian on their side then they could very well really
become a line-item committee.

So those are the kinds 6f controis that they are seeking

to establish that procedurally go very far beyond what this is
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now, and these would be permanent changes in the budget

process under the amendments that they have printed in their

report and say that they are going to offer.

The third amendment that they are proposing to offer,
which they have included in their report, would also have a
very_serioﬁs effect on the Finance Committee. This relates té
entitlement legislatibn.

What the amendment says, if money has been appropriated
by the Appropriations Committee, no committee may direct that
the money may_be'used for any different purpose. The éxample
that they give seéms to be a case where a committee said in

substantive legislation that the money appropriated for

purpose A, some of that money should not be used for purpose B

and they thus went around the ordinary appropriations process. .

But the way the amendment ié actually drafted it would
have the effect if you made a change in an entitlement program
such as, fpr example, suppose you decided you wanted to have
some sort of aﬁ additoinal benefit for blind people under. SSI.

That change could not become effective until ‘the

_Appropriations Committee appropriated money for that and it

really would have the effect of ending the ability of

committees_to make changes in entiflement programs. They

really would all be subject to the appropriations process.
As a staff, we do not see that change as necessary to

givéutﬁe“Abbropriations Commiitee-é chance at 1o§king at what
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is happening in entitlement programs because if-ﬁhe Committees
act on entitlement legislation that exceedé their allocation
totals under the present procedure, the bill is referred to
the Appropriations Committee.

That recently happened, for example, in the Trade
Ad justment Assistance bill. So this seems to be quite a
serious change in the nature of'entitlement programs and on
the ability of other committees to enacf changes in
entitlement programs.

That completes the-ruﬁdown of the'procédural changes that
they have. ‘

The Chairman: 1In other words, if we come up with an
entitlement program, they might very well refer it over to the
Apprbpriations Committee.ahyhow. This Qould sdys you cannot
vote through an entitlement program unless the Appropriations
Committee has made an appropriation for that purpose.

Is that not about the size of it?

Mr. Stern: That is'correct.

The Chairman:_ Baéically the committée has' the
jurisdiction but cannot exercise its jurisdiction even if you
are within the Budget Resolution.

Mr. Stern: That is right. What you become is a kind of
authorizing committee aé far as any apthorizatidn for an
entitlement program is concerned.

The Chairman:  What other committees have entitlemént
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programs?

Mr. Stern: The Agriculture Committee has Food Stamps.
The Black Lung Program is under the Human Resources Committee.
The retirement programs under military.

The Chairman: 1Is there any showing anywhere that this
has created a big budgetary problem, that the coﬁmittees are
npt cooperating and working to stay within the budgetary
limits? |

Mr. Stern: i'do not know of a reason for it. Here is an
example of what might occur.

Suppose you Wanted'to increase the authorization for the
Social Services program from $2.5'billion to $2.7'billidn,
Under this provision, tﬁe}Parliamentarian might take the
position that the funds that already have been appropriated
for the Social Services program on an assumption‘of a $2.5
billion program'pduld only‘be spent‘at>the rate of $2.5
billion a year, not at the rate of $2.7 billion a year until
the new funds are appropriated.

If,they_are.not appropriated,-then‘the ppogram remains at
the $2.5 billion level.

What happens today if éuch a thing occurs, the states are
entitled to the $2.7 billion and a supplementary appropriation
must be made or elsé they would have a claim in court.

So that is quite a serious change in the nature of the

entitlements programs.
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- Finally in the general nature of spending -- item two
there -- the cuts that are assumed by the Budget Committee are
quite ambitious. It is the staff's view that the cuts that we
have alreédy made in the health area are pretty close to as
far as you can gb without actually affecting beneficiaries
pretty directly.

They assume you are going to find $5 million worth of~loQ

_priority Social Security cash benefit cutbacks, as mentioned.

They do assume that the state share of revenue sharing would
be cut out. |

The amognt there is so large -- $1.7 billioh--- I think
it would be very difficult to'find.that kind of savings in
other areas.

Finally in the area of reQenues, I woula like to ask -
the Joint Committee to discuss their figures there.

Mr. Shapiro: We are going to pass out a table that may

make it easier forvyou to see some of the line items. Also,
for éonvenience, to show you how the House Budget Committee
has.met théir-figdrés beCahsé'ultimately when the two Budgei
Committees go to conference they wiil have the House Budget
figures versus the Senate and they do make different
assumptioﬁs and place items in_different categories as well.

You ﬁave on the top line there your base case, and that
is what is supposed to be existing revenues. Each Budget

Committee started with $587.7 billion.
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The next item is the airline tax extension and both
Budget Committees ;ut that under the current law. However, it
expires at the end of 1980 and requires legislation to extend
it. $900 million is the existing level. They have dssumed
that would be passed.

Instead of assuming that as present law, we do not know
why it is not assﬁmed as leéislativeAchanges, but it reaches
the same result. . Even though they include that as part_df the

current law, both the House Budget Committeé and Senate Budget

Committee, that $900 million airline tax extension does

-require legislation this year.

‘The next item is administrative cash management
proposals. The House Budget_Committee puts it under the
present law case and the Senate Committee puts it-under
legislative changes, even though it is an administrative cash’
management proposal.

The following item is additional IRS audits. That does
not require legislétion. The Hduse puts it~in present law and
the Senate puts it into the legislative change.

What that requires is an appropriation of additional
funds towards the Internal Revenue Service in which case they
assume iﬁ would be used for additional agents. The'$300
million is additional collections as a result of auditing. It
does not require legislation so it is not an item you have to

\
raise by legislation. ' o ;
|
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The Appropriations Committee appropriates the money for
IRS and they would aséume that would ihcrease revenue by $300
million from additional collections as a result of those
audits.‘

The nétvitem is the oil import fee. The House Budget
Committee assumes that that would b¢h$10.3 billion; the Senate
Budget Committee assumes $10 billion.

| The4followihg item has already been ehacted,'the windfall
tax. The Senate Budget Committee, which acted after the
President signed the'bill assumes that in preSént law.

The House BUdget'Committee, which took its action before
the bill was sent to the President, assumed that for
1égislativé ohanges.-

So the House Budget~Committee under present law has
$601.8 billion. The”SenaterBudget Committee, $616.6 billion.

| The $616.6 billion is what the Senate Budget Committee is
saying is present law. _As'indicatea,.$900 million for the
airliné_exﬁension-has to be enacted, butfoﬁher_than that, they
have assumed the oil import fee and the windfall tax.

Under that are the legislative changes that they are
suggestlng The IRS audits, as I indicated, the Senate Budget
Committee has $300 million. That does ndt require this
committee to do anything.-

If the Approprlatlons Committee approprlates that money

to IRS that would be the assumed pick-up by the additional
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The next item, tax increases, ig a big item that this
committee would be asked to‘raise.

There are a whole series of proposals that have been
discussed to raise that money. Essentially the big one is the
withholding on interest and dividends. “

The Chairman: Let me get something straight here at this
point.

We had this fight before where the Budget Committee wrote

in its committee report .that we had -- they gave us a figure

and I did not complain about that and this committee did not,
but they proceeded to say that that meant we had to report out

about $4 billion of so-called tax reform which meant that

~anybody on that committee, including the Chairman, wanted to

assume that that bught to be, and thatvthat being the case we
would then recommend more tax reductions because we would
recommend more tax increases that we chose on this committee.

~To simply say that resolution says that we have to live
within a certain figure and we do not have to recommend those
tax increases. | | |

I do not think that the Cpngress is going to vote this
and I doubt that the Committee wants to recommend this_
withhblding on interest and dividends.

It's all right with me to go either way but I am not

.inclined to vote for it and I did vote for it one time in the

past on a bill., I have also opposed it.
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Now, is there something in here that would try to change
the rule that the Senate itself imposed on the Senate Budget
Committee when it said you cannot mandate us by language in-
your committee report?

Mr. Shapiro: The Senate Budget Committee does not do so.
The -House Budget Committee does.

Thé reason I am pointing out, the House Budget Committee
-- it will go to conference and it could come back from
conference., That way, the Senate Budget Committee gives you a
figure of $612.9 billion, the bottom figﬁre fhat you see on
the sheet that we péssed out is total revepués.

| Since they have the present law as $616.6 billion they
also have in the Budget Resolution -- that would mean you
reduce revenues by $3.7 billion.

The only two figures the Finance Committee is going to
have'with‘regard to revenués is $612.9 Billion total revenues
and to get that out, ybu are saying you should reduce revenues
by $3.7 billion.

A lot of these as§umptions'they make is Based on Qhat we
show you is wﬁat went into the assumptions. You are not
required to do anything other than have $612.9 billion which
would actuélly require the Finance Cémmitteé to have a
reduction. .

The Chairman: Then the House proposal would require that

they recommend this tax increase, I take it, somewhere?
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Mr. Shapiro: Yes, it is. The Hoﬁse has more line items
in the Budget Resolution which require that they actually
raise the revenue in order to have the tax reductions so they
want a tax reduction of $10.3 billion for tax cuts and they
are aétually-telling them they have to raise the revenue in
ordér to reach that.

TheVChairman: Basically, so if you look at this whole
thing_puf together it is a probosal to let the Congreés in

where the Congress cahnot, between now and the next election

the Congress would not have the power, even with a two-thirds
- majority, even if it had a unanimous, even 90 percent margin

up here, Congress would not have the power to strike down that

fee.

Then it would be mandated to vote a tax cﬁt based on the
thought that that fee is going to prevail. |

It looks to me as though it locks us in to a tax éut
based on the‘assumptioh that the majorityvin tﬁe Congress,
that the overwhelming majority is not willingﬂtO‘buy;

Mr; Shapiro: Each Budget Committee has-approaéhed it
differently.. The Senate Budget Committeé.hés taken ﬁhe
procedure that Mike outlined earlier, the new procedures that
you cannot enroll a bill that increases revenues by more than
$100 million until after the Second Budget Resblution.

The House Budget Committee does not have that provision

. but the House Budget Committee is requiring.aAreconoiliation
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of revenues on the Ways and Means Committee, but in the
Senate, no revenue bill can be enrolled.

They are going at it in two different ways and it could
go to conference. The House Budget Committee Resolution has

not gone to the House Floor yet.

‘The Chairman: It looks to me whichever way they go iﬁ is

a powef grab to try to deny the legislative committees their
bower to do what the rules of the Sénate and the laws require
them up té this péint, to divest themselves of their
responsibility_and put it over in the Budgeﬁ Committee, which
I do not find much appeal in myself.

I guess if I served on the Budget Committee and I did not
serve 