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EXECUTIVE SESSION
TUESDAY, ¥RY 24, 1983

United States Senzate,
Committee on Finance,
Washington, D.C.

The Committee met, pursuant toc notice, at 10:55 a.m., in
Room SD-215, Dirksen Senate Office Building, the Honoratle
Robert Dolz ([Chazirman of the Committee] presiding.

Present: Senztors Dole, Packwood, Danforth, Chafeso,
Heinz, Wallorg, Dﬁrenberger, Symns, Grassley, long, Bentsen,
Moynihan, Baucus, Zoren, Eradley, Mitchell, and Pryor.

The Chzirman: The first item con the agenda is the
contination cof the executive session on the Educational
Opportunity and Zguity Act of 1983, To my mind, I think ve
have had 3 good a2nd fair dsbate on many of the issues
involved in tuition tax credits. It is my hope that we might
aperove th2 lecislation, not reporf the legislation as a

serarate S nuanber=2d rill, or not attempt to add it as an

ty

ending befocre the Committee.

1]

r

o

amendment to anyvy other matt
I understani thit would b2 satisfactory to the Senator from
Oklahema. I dc not ceen Senator Boren, but --

Senator ¥oynihan: I am sorry, ¥r. Chairman. ¥Would you

repeat that? ¥e would not what?
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Sanater from Oklahoma broucht it up

The

The Chairanzans

earlier that he would have us approve this legicslation if we

would not have it regportei as a separzte S numbered b»ill or

if it was not as &an amendment to the debdbt 1limit or

T T

anything eise thet might be rerorted out of the Committee

today. I have given him that assurance. It is a very

controversial bill. It is going t¢ be detated extensively on
the Senats floor, but I 4o believe that th2 Committee should

at least register its approval today, and then we will

determine what thes nsxt best procedure might be.

Senator Chafes=: Mr. Chairman, whzt is the Chairman's

intention if it 1s not gcing to go 3s a separate till, where

it comas o2ut on the flecor, ani then is debated? Is

intention to tie it in with some large tax b5ill or revenue

measur2? 1 would e interested what vour intenticn is.

The Chairman: I wouli be perfectly willing to report it

out 3111 if that were =sztisfactecry. I know the

Senaters who most strongly against the prorosal. It is

3 revenue raising *ill. Tt would h=2 subjs-t to objections

whan it rezched the KHouse, rut what I suggested was that I

the

b=

sould not ani would oppose any 2fforts to put it on

ty

r it as an amendment to

)

ny efforts to off

93]

deb* ceilin or

[fe]
b
t

the reveazal or on withholding or whatever modification may be

+
L%

[@N
)

arTive

l-l
<

Senator Eoren: Yr. Chairman, I guess the concern is, you

ALDERSON REFORTING CCMPANY. INC.
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andi I have discussed, and I know S=nator Chafee shares this,
is that we would not want to have it put on a bill that would
be a bill of major impcrtance in its own rigcht, so that if we
were put in a pﬁsition on the floor of attempting -- I think
it is well krown Senator Chafee and I intend to attempt to
delay it on the floor if it reaches the flocr. We would not
want to be put in a position of, say, having that confused
with anoth=sr issuz of major importance in its own right, so
that we are put in the pesture of, say, delaying another
major legislative proposal that we might happzn to favor in
order to hold this on= back.

Se, I would not have any problem whether it came out free
standing or whethar it was tacked onto som=2thing, 2as long as
the something it was tacked onto was something of very import
in its owa right, just kind of a vehicls tvype thing.

The Chairman: Could I ask, we can repcrt it as a free
standing m2asure. Is that correct? |

Mr. De Arment: e cculd report it as an S numbered bill.

The Chairman: we could apprcve it and not report it at

all.

v

i right. W2 could arprove it and

n

0

Mrf De Arment: Th
hold it in the Committze.

The Chairmzan: Is there any ohjection to reporting it as
a free standing measure? Do ycu want a roll call vote on

this? The Clerk will <211 +the roll.

ALDERSON REPORTING COMPANY, INC.
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some ccmments that

Senator Chzfze:

%ell,

We have got

Ye are not

what do you mean?

some statements, and we are

not through this yet, ¥r. Chairman. I have got some points I
want tc raise herz,

The Chairmans: %ell, if it is going to take a while,
maybe we zoull pass over Number 2 and come h»ack to it.

Senator Chafees: I have got all day, ¥r. Chairman. I am
prepar=ad to takx2 this up right now, but I 30 not want to rush
into a roll call‘vote right at this time.

The Chairmans I was under the understandincg that if we

agreed not to try

area, that we

m
4}
=
™
1y

free standing nme

Senator Chafes=:

have spent considerable time here on

considering

into this. I

to amend the

might b=

I am

T would 1like

T do not s=ze

dett ceiling or some other

the bill as

o

able to vote +to report

prepared to Zdo that, but I have

to me¥=2 on this subject.

the Ambassador, in
we hav=2 got to rush

whv

some comments that T would like to

naie. It is not 370in3y to tak=2 long, bhut I am not prepared to
vote vet,.

The Chairmanes Okavy.

Senatcr Chafee: Well, Y¥r. Chairman, the Finance
Conmittee, as vou notsd, has spent 3 zood dezl of time
discussinc this tuition tax credit proresal, and we have had
2 full 33y of hearings, and spent thrse days so far, three i

ALDERSON REPORTING COMPANY, INC.
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and a half days on the markup. I Have Leen opposed to it, as
you Xnow, right from the beginning. I have listened to the
arguments, and th2 discussion has convinc2i me more than ever
that this legisiation is in the best interest of our country.
Now, ¥re. Chairman, it is very ironic that at the very
same time we started the hearings on this measure was the day
that the rzport came out, A Nation at Risk. Yow, here is a
prestigsious r=2port directed, assembled at the reguest of the
Commissioner ¢f Education, the Secretary of Fducation, and
there is not ons word 1n here that deals with tuition tax
credits. It deals with returning to btasics. It deals with
standaris. Tt d4=221s with the existing school day. It deals
with teachers. It touches every aspect of elementary and

atlion, and nct o2ne suggecstion that the

(@]

sécondary a2du
reguirements of this nation in order to improve the education
of our young peorle means *that we have to go into federal
subsidization of orivate schcols, and I 4o not think we can
overlook that, Hr. Chz2irman.

Now, the language of this legislation says that its
purrose 1s to enhance quality of ecducational opportunity,
diversity and choice for Americans. The proponents have
argued that we ne=4 tuition tax credits in order to avail
parents of the freecdom to select their children's schools.

Now, can we have silence, ¥r. Chairman? If somebody

Wwanhts to5 conduct 3 ccnversation, if they could take it

ALDERSON REPORTING COMPANY. INC.
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Now, ¥r. Chairman, the preoponents have argued that we
need this in order to avail parents of the freedom to select
their children's schools. It is said that we need tuition
tax credits in orier to force competition between rublic and
private schocols, and to improve the cuality of education.
Now, I belisv=s strongly, ¥r. Chairman, that parents have a
right to send their children to private schools, but it has
never been, nor should it be the federal government's
responsibility to subsidize that freedom to choose, that
freedomn to choose with revenues from the taxpayers.

This diversion of funids, federal funds will profoundly
wez ken the public schools which form the backbone of our
public education systerm.

Now, Yr. Chairman, we had the Seacretary of Education up

ell. Ee could not procduce cne shred of evidencs

98]

here, ¥r.

1127 cormpetition that we are sseking under

that this so--

m

n

this legislation improves =2ducational guality. As you
rememter, I srecificelly asked him that guestion, and so did
the senior Senator from Vew York.

Now, ®Wr. Chairzan, furthermore, there is ﬁot one shred of

a2vidence that th= rivatz2 schools of *his nation are

'

ve As a matter of fact, the statistics

(¢}

endangered in any w

from the Naticnazl Center for Tducaticnal Statistics show that
in the last two vezrs the private schoocls have increased by 2

ALDERSON REPORTING CCMPANY., INC.
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percent.

Now, 12t us not go for the arcument that that is 211 +he
white flicht schools in the south. Not at all, Mr.

Chairman. In Néw England, they have increased. In the south
Atlantic they heve increass=d. 1In the west south central, in
the east ncrth central, in the west north central, and in the
Pacific, as a matter of fact, in esvaery section of the countryw
excert the mid-Atlantic and the mountzin states, in the east
south central, wherever that is, they have not increased.

[General lzuchter.]

Senator Chafee: So that in seven of the ten categories
in which this nation is divided, the private schools have
increased. So, there is no need for this legislation as far
3s saving the public schools.

Xow, furthermore, ¥r. Chairman, this lecislation makes a
mockery of ths purposes stated in the bill. I must say I
think we should call in the FTC for félsehood in labelinc.
Any time you have a2 bill like this -- What a wonderful name,
the Educational Opportunitvy and Fguity Act of 19R3, Yho can
be against that? It is false labeling. The ©TC should sound
the alarmnm.

How can thsre %e an ecuality of education oppertunity in
a program whose cbvious result is the establishrment of two
separate and vastly un=guzl eiucational systems? How can

there te true competition between players when we do not even

ALDERSON REPORTING COMPANY, INC.
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start ¢n 2 level playing field?
Now, thes=2 tax credits, ¥re. Chairman --

Senator long: ¥ould the Senator yvield on that peoint?

]
8
o

il
Hh
(3]
(%}

.
<
m
n
[ ]

Senat>

: I would, based on what the Senztor said

QO

Senator Llorn
about the title of the bill, that the fenator would Jjoin me
in something T have been wanting to introduce for a long time
anyway, a preposed rule change to require that every bill
have & neutrzl title. I am sort of tired of voting on bills,
the Motherhood Act of 1983, and things 1lik= that.

Senator Chafee: I am for that.

Senator longs Neutrzl titles. Neutral titles.

—

Senatcr Chafes: That i1s right. Described a 1little bit,
but not the Educational OUpportunity and Equity Act. The

Educational Inecguity Act, it should bLe, if we had it
correctly lalheled.

Now, “r. Chairman, my porincipal obiection to this
legislation is, it is going to stimulate the so-called
skimming process by which cur brightest and most highly
motivated students will bhe given an incentive tc desert the
pubhlic schsol system. Tt is these students that our public
schools most need. They provide the bzlance. They bclster
th2 conpetiticn within that pulblic school. And they are the
ones whose families provide the surpport for the public school

interssted parents that come out and

/]
L“
4]
ct
m
3
L)
b=
ot
[y
N
rt
T
(
'_l
oo
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support ths systenm.

This bill does little to force the eguality of
opportunity, but do02s promcte choica. It promotes a choice
for the private>schoo-s to accept or reject the students they
wish. ©Now, mind you, ¥r. Chairman, the public schools doc not
have this choice. They do not have a choice to take or not
to take some young student.

Now, respeated attempts have been made during the markup
of this legislation to make the bill foster true eguity by
2xtending to the private schools, the schools which this bill
subsidizes, the same responsibility which government has
conferred upon the public schools.

Now, w2 have ione it to a modest decgree in the racial
part, so there is no cuesticn it can be done. GCne of the
wildest things we haé up here was when ¥r. Wilkinson's boss,
what is his name, that assistant attorney general, came up
here and szid he was not sure that we can impose on the
private schools a reguirement that thav accept voungsters
regardless of religion. It is all right that they cannot
discriminate on the basis of race, but it is rerfectly

federzl funds, and we are not

)]

acceptable for us to crovid

entitled -- he was not sure that we are entitied to impose a
reguirement of no discrimination bzsed on religione.
Now, we tried 2 series c¢f amendments. Purlic schools are

opa2n t> 2ll youngystars basa2d on regardiless of religion. He

ALDERSON REPORTING COMPANY, INC.
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attempted to have an amendiment on that subject that the
private schools be subject to the same, and that was
rejected, and so private schools are not reguired to take

n regardiless ¢f religione.

Q

youngsters baszd

21s must provide services o accommodate the

(3]
o
O

4

e

Putbli

hilidren, and this Commitiee rejected a proposal

0

handicapred
to make th= private schools do the same. They are not
reguired to do that under this legisiation. No requirement
at all undsr this legislation regarding the handicapped.
Public schools ar= 3dir=sctzd to provid=s bilingual
education and take the youngsters regardless of their

ir proficisncy in English. We tried an

-+
pis o
(1]
v

literacy or

-

amendment on that, and it was rejected by this Ccmmittee, anid
So private schceols are not subject to that.
Putlic schools have tc abide by ccmpulsory attendance,

ion, accreditation, curriculum, and

(4

teacher certifica
graduation rezuir=ments. PFrivate schools are not. Public
schools have no initent standari to hide behind in racial
discriaination cases. ¥Yr, Wilkinscn caid we cannot get into
that, So crivate schecls can go behind that intent

raguirenment.

s

One aftar another, ¥r. Chairman, in this Committee,
amendmernts Wwere made to maxe this bill apply more equally to

vate schcols, and those have teen rejected. So, ¥r.

f-

e
oo
m

Lo

°er

4n2t we are left with is the fact that we are now

(@]
o
(43
’_J
"
3
[31]
3
-
u

ALDERSON REPORTING COMPANY, INC.
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fostering two very different school systems in the United
States, onz for the bright, the able, the wealthy, the
non-handiczpred, the well disciplined, and the lancuacge
nproficient. |

On the other haznd, in the public schools, that is a
system for the poor and for the handicapped, for the
ill-disciplin=sd, for the immijzrants, every youngster with a
problem. Put him in the public schools, because there is no
reguirement that the private schools accept then.

I think this has deeply disturbing conseguences for the
future of education in our country. It is all well and good
for the ssnior Senator from New York to dismiss this and to
say, oh, Wwe are reading¢ too much into this, tut not at all.

Now, farthermore, ¥r. Chzirman, this l=zgislation is wrong
from the economic point of view. VYe have lteen extremely
concernec here on the Finance Ccmmittee with the need to
control srending and to raise taxes in order to ccntain the
massive deficit fzcing our nation, currently estimated at a
baseline figure of $200 billion. We 211 know there can never
be a true recovery until this deficit is at least reduced.

The Administration estimates that this legislation will
cost more than $2 billion over the next four years, and Nr.
Chairmen, we 31l know that that is a modest ectimate, if
there ever was one. The cost can go much higher. It is, to

1ly unaccaptabls to b2 =2mbarking on a

(1]

me, ¥r. Chzirman, %ot

ALCERSON REPORTING COMPANY, INC.
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new entitlement prograns. That is what it is. It is an
antitlement program at this tinme.

Now, ¥r. Chairman, the proposal to make tax credits
available to thé varents of children enrolled in private
schools is 111 advised tax policy for the United States, and
it is i1l zadvicsed educatioral policy which I believe, Nr.
Chairman, 1s gJgoin3 to causz va2ry serious conseqguences to the
public schools of this nation. It is bad legislation, and
should not be reported by this Committee, and certainly
should not be passed on the flcor of the Senate.

Senator Yovnihan: ¥r. Chairmah.

The Chairman: Thank ycu, Senator Chafee.

Senatzcr Moynihan?

Senator Yoyvnihan: Mr., Chairmanr, Wwe have hed a civil and,
I hore, constructiva debate on this matter, arnd I hope it
will continue so. I certzinly would not charzcterize any
other members' spzeches as simply dismissing concerns that
other memb=rs of this tody have had. T have tried to respond
tc concerns when thev were voiced.

Now, as for the sznior Senator from the state of New
York, I do not believe I have dismissed anybody's concerns.

T have tri=d to b2 very ocren and as constructive and

(1Y)

informative as I could be ¢n a matter which I heve not only

-

just ccme to. have teen 2t this matter fcr a guarter

century, and th2 fact thit there is so2omething ~-a3lled federal

v

ALDERSON REPORTING COMPANY, INC.
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aild to educaticn, the Elementary and Secondary Education Act
of 1965, which was placed on lyndon Johnscn's desk on April
11, 1965, if 1 recall the date, because I was present at the
time, was put tﬁere as a ccnseguence of years long
negotization with which I was very much involved, and as I
have said before, it involves an agreement of all the school
systems and all the major educatiocnal bodies in this country
with the idea that the federal government for the first time
ever would enter the world of providing general aid to
education, to schools, z2nd with the specific understanding
that these would include the non-public as well as the public
schools.

This was specific. This was explicit. This was the
reason the bill pacssed after 15 years of naticnal debate. It
had been an issue, a very central issu=, for 15 years, and
then it did not work out that way, and it seemed to me an
inequity was dcn=2, z2nd I have *»een, as has my friend and
colleague from Uregon, we have been seeking to redress what
we have felt tc be a wrong, not a huge wrong, but an
important sne. It was by cooperating that we got the federal
government tc nake the moves that have happened, and we had
hoped to z2stors that s=2ns2 of cooperation as against the
present situztion ih which a significant and honored and

respectable segment of American education feels it has been

dealt with unf=zirliy.

ALDERSON REPORTING CCMPANY. INC.
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ot

And

create a

other for the disadvantaged,

for the 23in,
slow-witted,
th=2 case 2£ 4
have disrisse
patiently spe

Juarter of 13

The Cheair

want to assoc
Senator from
legislation.

would havs to

i

experiencs =s
with & piesce
toward which
I think ¢
that

proposail

think 1t will

fte2l1i

dgal

3oran. ¥re.

14

ifea to try +o represent this as an effort to

Js 1

zh>0l system, one for the privileged and the

(19}
)

one for the bright, the other

one for th2 guick-witt=zd and the other for the

is to distort our purposes, and that happens in

but I hore it wWwould not be said that I

ebate,

d objecticns to this matter. I have been

2king to them and writing about them for a
centurye.
mans Senator Roeren?

Chairman, I will be very brief. I

iate myself ccmpletely with the remarks of the

Ehoda Island in regard to the merits of this

I have given it a2 good ceal of thcught, and I

s3ay that in terms of my own politiczal

putlic officieal, I have never been confronted

Iy

pcsed policy change

I

of lzgislation or pro

T felt such intense oppositione.
his is the single most damaging legislative

T have 2ver viaw23d 3as a oublic official. I

re 3 sad day inieed if the Congress cof the

enacts it into lawv. I ¢c not think the

ultimately meke *hat mistake. I have that

ns set forth

Q

of the

]
M
0

ng hecause <
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15

I certainly respect the Senator from New Ycrk. I
unierstani that h2 has given this matter long and serious
thouaght, the kind of thought that it deserves, and I respect
the fact that ;éople can come very honestly to different
conclusions.

But I am convinced thzt we have never had any answer fron
those of the Administration to the contrary, never any
evidence to the contrary, that there will be a process of

skimming, just as Senator Chafee said. In a state like mine,

where cver 35 percent cof the vyoung people are in public

\

|

|

|

|

|
educztion, private education is principally available only to
those who zan a2fford it. The amount of the tax credits that
are being provided simply is not going tc make encugh of 2
margin of iifference to allow the reople a2t the bottom end of
the spectrum 2ccnomiczlly tc move into the rrivate schoolse.

In addition, as he has szid, it i=s very clear that we are
not imposing th2 same reguirements in regard +o the
handicapped, in regard tc children with learning problems or
disciplinz problems or otherwise that we are imposing on the
public schools, 2nd 1 am alsolutely convinced that what we
are doing is creating a dtal system of education in this
country. That may not be the purgose. It mayvnct he the
intent of those that are for this legislation. It may not
have such 3 precnounced 2ffesct in certain parts of the United

States where 706 or £C percent of the children who represent a

ALDERSON REPORTING COMPANY. INC.
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cross section cof the community are in the parochial schools, ‘
but in areas cf the country where the vast majority of the
students are in the public schoels, 70, 20, 9C, 95 percent o7
the public schools, I can tell you that I have not one doubt

in my mind that this legislaticn will result, slowly but i
surely, in the moving of those children in the upper income 1
levels, those most privileged memkiers of our society, out of
the public schecls and into the private schools.

The on= thing that we have always helieved in in this
ccuntry that is that if we give every child, whether they are
black or whit=, wha2thar they are English-spesking in terms of
their native lancuage or whether they are Hispanic, whether
they are rich or whether they are poor, if we would give
every child an equal opportunity fcr an education, that that

equal access to educaztion of roucghly equal quality and

m

caliber would Zo wore than anythiniy else to assure that we
have an open scciety, a soclety oren to egual atility to
compete based upon talent and the willingn2ss to work hard.

And I am convinced that if we rass this legislation, we
ken 2 g¢iant step backward in terms of egual

r citizens. Students who do not have an

(=}

opportunity for o
equal chance for ecducation of equzl caliber are not going to
have an ejual chancz to compete in our economic system. They
are not going %o nhave a chancs to participate meaningfully in

our volitical =ysten, They are no*t even going to have an
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equal position in the social structure of this countrye.

We may not se2 the result for five or ten or fifteen
years in any pronouncad fashion, but I can tell you we can
look at British society, we can l1look at the recent, most
recent edition of the Anatomy of Britain, and we can see the
pronounced effects of what happrens when you have a society in
which public scucztion has never flourished to any great

degree.
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We will recret this decision if it is taken to approve

this bill todav. We will regret it even more if we allow it
to become law. Anéd I hope every single member of the Senate

nd hard before taking this giant ster

m

will +hink leong
backward in the provision of =2gual opportunity in an opeh
scciety, a scciety open to the talents and individual effort
and entzrprisz, b2zcause I think that is exactly what we are
doing in this legislation.

Senator Panforth: ¥r. Chairman.

Chairman Dole: Senator Panforth.

Senator Danforths ¥r. Chzirman, I support the bill and
will vote to regport it out. I expressed my concerns last
we=2k about th2 n=222 t5 pay for 3 new esntitlement program and
offered two amendments -- cne amendment to provide that the
program would be triggered in when Congress srpecifically

earmarked either a tax increase or a svending cut to pay for

the program.

s

The sa2zcond am=2ndment was 3 sunsetting provision providing
that the program woul? terminate when the cost exceeded a
billiion dollars a year. The rrojections we have had are that
it would go in three vears up to three—-quarters of a billion
and then storp.

Those two amendiments were cfferad last week. We had

votes in committe2 on then. foth of the amendments carriec.

T think that =something heprened to those amendments between
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the time we vcted on them anéd today, and I would like to
clarify what harpened to them and what the fipal vote is.

Mr. DeArment: Senator Danforth, inde2d there have been a
nunber of switcﬁes that have been rerported to me today, and I
have reflected them on the tally sheset.

Gn the first of the Danforth motions which would provide
that tuition tax zr=2dits are =ffectiva only when we get
increased revenues or cut spending sufficiently to pay for
it, the vote now is 3 in favor, 15 acainst, and so that one
fails.

The $1 billion sunset rrovision, the vote right now is U
in favor, 12 against, so that one would fzail.

Senator Danforth: Yr. Chairman, I would simply like to
point out that I thoucht we were fzcing some budget problems
in this government and thet most of us had reached the
conclusion that the cost of government had become cut of
control. And it seems tc me approrriate that tefore creating
brand-new entitlement programs, it would be a resronsible
thing to pay for those progcrams. 2nd further, before
repeating the pzttern of the rast, which has been to create
entitlement progrsms with projections of costs that proved
ridiculously low 1n retrospect, that we would at least have
some possibility of rs=viewing the gprogzram rather than
automatically locking ocurselves into the programs. That was

the reason for cffering those amendments.

ALDERSON REPORTING COMPANY, INC.

T HWLNASHINGTON. D.C. 20001 (202) €28-8300




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

20

I think thzt what we are seeinc now is a rerun of the
past, a real czse of deja vu, where in princirple we believe
in cutting th= builget deficits; in reality we do no* believe
in that at 211. 2nd we are willing to embark on new
entitlement programs, and we are willing to blindly follow
the same paths that we have followed in the past, really to
the detrimznt of the country as a whole.

I have committed myself to voting to report this out. I
will do so. 32ut I 4o want to state to the committee that I
am very disarpcinted in the switch o2f these votes. I think
it is bad public policy. I think it is precisely the kind of
thing that has gotten us into this desperate =2conomic jame.

Senator Fackwood: Can I ask, ¥r. Chairman, how am I
recorded on those? I remember how T voted. I want to make
sutre I did not switch.

Mr. DeArrment: Senator Packwood, on the --

Senator Fackwood: Cn the paying for it.

¥Yr. DeArment: On the paying for it amendment vou are
reported in fzvor of that one and agasinst the sunset one.
Senator Packwoccd: Ckaye.

le: Are we ready tc vcte?

(9]

Chairman D

Senator Chafee: ¥r. Chairman, mcst of the members on
this committes that are in favor of this lzgislation stress

that their purcgc not to create a dual schocl system in

o]
(o]
n
m
™
n

believe they siancerely feel that this

23]

the United S+tat=s.
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would be a wrong step, and that their intention in supvorting
this legislation, which subsidizes youngsters going to
private schools, is not to have a school system that is one
system for the fich, the able, the motivated, the
unhandicapped, ths English-sv=2aking, and the other taking the
balance -- the poor, the klack, the minorities, the
handicapped, those with difficulties with English, the
immigrants.

But, Mr. Chairman, just note what we are getting into
here. This is truly one of these going down the garden path
type of lezislations.

The first type of legislation, the first year it is a
3100 credit, the next year it is a $200 credit, the next year
it is a $300 credit. I do nct think anybody on this
committee thinks it is ¢oing to steop there. Cnwardé it goes,
and every argument that has been used in favor of this
legislation will bte repeated in order to increase the tax
credits. We have got to help these youngsters go *o these
wonderful privatz schools. Throee hunidred dcllars is not
enough, so onward it keeps moving.

\

And, Mr. Chairman, I thirk we are starting down a2 very
bad trail, an? I think this 1s well pointed out by the senior
Senatecr from 0Oklahcma. T think it is a great mistake. It
goes contrary to> =2verything that 1s contained in this report,

or at least the repcrt had nc suggestion whatsoever.
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True, we h

schools, all kinds of problens.

22

zve got tvroblems in this countrvy in our public

You %Xnow, it kindéd of reminds

me of during the war they asked Joe louis, they said Joe, why

are you going

U.S. war effor

out very wzsll.

nothing wrong

arouend helping, speaking, contributing to the
+?7 The blacks in this country are not making
And he2 seid w211, that is tru=s, but there is

with this country that Yitler can fix. And so

there are lots of problems with the public schools, and,

true, we have got to take steps as set forth in this repecrt,

"R Nation At Risk.”

But there 1is nothing tha+* is going to

help those protlems that this lecgislation is going to help

fix.
And s>, Mr

against it.

o¥}

Senator

Senator Packwood:

« Ch2irman, T would urg=s my cclleagues to vote

entsanq Yr. Chairman.

Liovyd.

Senator Rentsan. ¥Yr Chairman, I was watzching the

national n2two

rk news this morning, and I saw a student

asking th2 Pra2siiant of the United States why he was cutting

back on federazl zcssistaznce tc education, loan programs,

impacted =214,

the rest of it; and then I listened to the

President of the United States say, "Y“ell, thet is just not

correcte. Morsz

t2n2y is being spent on =duzztion teday than

Wwas spent,”™ and he cited the years aac.

That is a

cross misrerpresentation.

“hat he has chosen to
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respond to is to ta%e the school districts, the counties and
the states and the federal government, and talk about what
has happnened in the way of an increases in the cost of
education with inflation. But if you cet as to what the
federal government is doing, what h2 has proposed and what he
has pushed is 2 cut in the assistance by the federal
government to esducation.

I coulil not disagree stronger with the priorities. At
the very time that public educaticn in this country is in
trouble, when we se2 the kinds of raports that we have seen
as a deterioration in the public school system, te then turn
arcund at that very time ard subsidize private schools is a

it

@]
[a)]
e

sericus mistake 13 pri as,

Fot establish z class society? Cf course you establish a
class scocizty. QOne of th2 great thingzs in this country has
been the public schocl system where rich and poor, the bright
with the not so bright, have rubbed shoulders day after day
and have come to Xnow each other, and hopefully developed
some tolerance, one for the other.

But now to try to vastly =xpanid the private school
system, how czn ycu seriously argue but what it will pick up
in general the brichter, those who have less behavioral
problems? How can you argue Lut what the pubtlic school

system will have the others? And one will not really

understand the other. And ths great advantag=a of this
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ve been lost.

m

country will h

So I strongly endorse what the Senator from Rhode Island
has said, and the Senator from Oklehoma. End I strongly
believe that this is a mistake in prioritiese.

Senator Pryor: Mr. Chairman, 12t me 23d one sentsnce
befors we vote. I Xnow you want t¢c vote now. And that is --
this is really for the benefit of the majority leader and his
PLCCaSSe. Jt will taXe only 11 votes to report this vote out
of the committee, but it will take a2 minimum of 6C votes to
pass it on the Senate floor, aznd I think the majcrity leader
should know that for scheduling purposes.

Chairman Dole: I have indiicated to the majority leader
that this bill is <lizhtly controversizl, He does not
support it, T might add.

So the Clerk will call the roll.

Mr. Delfrment: Mr. Packwood.

Senator Packwood: Aye.

Mr. DeArment: ¥r. Roth.

[Yo response.]

r. D2Arma2nt: r. Danforth.
Senator Danforth: Aye.

¥r. DeArment: ¥Yr. Chafee.
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¥r. DeArment:

(No response.]

Mr. DeArmént:

Senator Durenbercer:

Mr. DeArment:
Chairman Decle:
Mr. DeArment:
Senator Symmss

Hr. Delrment:

Senator Crassley:

¥r. DeArment:
Senator lonc:

¥r. DeArment:

Senator Eentssn:

{Laughter.]
Mr. DeArment:
[No response.]

Mr. DeArments

Senator Yoynihans

Kr. DeArment:
Senator Bauzus
Yr. DeArment:
Senator PBorszsns

Mr. Delraent:

Senator Brzdley:

Wallop.

Durenbesrger.

Armstronge.

Grasslev.

with reservations.

1

entsene.

[}

without reservaticn.

¥Y¥atsunaga.

Moynihan.

Raucus.

Bradleye.
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Mr. DelArments: ¥r. ¥itchell.

Senator Mitchell: WNo.

¥r. DeRrment: Yr. Pryor.

Senator Prvors XNo.

Mr. DeArments ¥r. Chairman.

Chairman Dole: “r. Eoth votes aye, arnd the Chairman
votes 3ye.

Senator Eoren: ¥Yr. Matsunaga vctes no by Proxye.

Chairman Dole: Cn this vote the y=2as are 11, the nays
are 7, and the absentees hay record their voctes.

Senator Ycynihan: ¥r. Chairman, do0 I understand we have

reported the bill out?

Chairman Dole: Yes. Tt is a freestanding bill.

reace the public debt; long bond

(@}

Now we move t2> in
aythority.

Mr. Chapoton, is this yours?

¥r. Chapotons: No, it is not. Warren Carter from
Treasury is here.

Chairman Dole: Yho is tha debt expert?

Mr. Carter: I zm from the Treasurvy. ¥y name is Varren
Carter.

Chairman Dole: T would like to rut in the record
following that last vote, someone just handed me a news story
indicating the Suopreme Court ruled 8 tc 1 tcday against

lucrative tax bdrszks for private schools that practice racial
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discrinination. S0 at least we were correct in that
assumction a few months ago.

Senator Moynihan: M¥r. Chazirman, I wonder if I could,
without interruéting the procasss, wher=s does that stand leave
us with respect to the administration’s interpretation last
January of the Internal Revenue Service rules that were
promulgated in 1970, or mavbe they were 1971? Do we have to
paSs legislation, or does this court ruling --

Chairaan Dol=: My hope would be the court ruling has
taken care of that. I have not read the ruling.

Senator Movynihans: Perhaps the staff could get a reading
from the administreticn on that pcint for us.

Crhairman Doles: Mavbz they coulld report to us later this
morning after they have had a chance --

Mr. DeArment: We will do so.

Chairman Dole: ¥ow, who is going to discuss the
details? «We have had a hearinc on this matter. Senator
Packwood presided. It has passed the House. I understand vwe
have been hagzling with Treasury. An? it was not necessary
to de this for a few weeks, but it is my understanding it is

That is the information given to the Fouse. They

W
=
L[]

agsentl

ct

an extension to the end of the fiscal year, and

m
n
7]
o
[o)

have ¢
that is th=2 matter before us. Ancd I wonder if you could
briefly indicate why it is imrerative that we do it before we

adjourn on Friday or recess on Friday?
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¥r. Carter: ¥r. Chairman --

Chairman Dcle: DPull it up close. Pull your microphone
up close.

¥r. Carter: %e need an increase in the debt 1limit for
two reasons. 1f we follow our normal financing schedule, we
will exceed the current debt ceiling limit of one trillion
tws hundr=i -million point two on M¥ay 31st of this year. On
¥ay 31st, assuming that we do follow our normal financing
schedule, the debt, the public debt subject to limit will be
one trillion two ninety-four point seven. Cn June 1st this
number will Jjump to one trillion three hundred twenty billion
iollars.

Chairman Dole: What did the House do? Can you tell me
what the Hous= 31ii?

¥r. Carter: The Fouse gave us authority of one trillion
three 2ighty-nine through September 3C, 1983.

Chairman Dole: They also made it permanent, did they not

Mr. Brockway: That is corresct. They increased the d=2bt
limit.

Chairman Dolz2: They also added some long bond authority?

¥r. Brockways They added long bond authority for §u40
billion, from 110 to §1E0.

Senator Symms:  Yr. éhairman, coull I ask 31 guestion on
that point? Cculd you explain to me what the impact of

~hanging the debt from temporary to parmanesnt would have?
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Mr. Carter: .Well, it would give us, given that the
current permanent debt limit is 34CO0 billiorn, by ¢iving us a
figyure of $1,389,000,000,000 as a permanent ceiling we would
have one small flexibility. ¥e would be able to roll over
th= debt of this jovernment at that time on September 30th.
Under current statute we would not have the flexibility of
even rolling over the debt that matures at that point; thus,
we would in fact be defaulting on our security.

Senator Symmss Would mean that if the Congress gave
proper notice then to the Treasury on September 30th that
that would be the termination point of extending further delt
that the federal government could start operating on a cash
basis and still »2 able tc make their commitments and make
their paymants, even though they might have to --

¥r. Carter: We would still have to come for an
additional increese in the_debt ceiling at that point in
order to proceed with our finzncing, raising of new cash to
me=2t th2 government's obligations.

Senator Symmss But the way it is right ncw, once the
temporary iebt excires, than 11l revenues that come in have
to start reducing that so vou cannot pay anybody else. If it
was permanant, th=n that woull not be the case? You would
just payvy the interest cn the debt, and you could co on a cash
basis?

Let me restats my cuection. What T am trying to get at,

ALDERSON REPORTING COMPANY. INC.

120 FISST ST.. N.W., WASHINGTON. D.C. 20001 (202) 628-3G0



10

11

12

13

14

15

16 -

17

18

19

20

21

22

23

24

25

I have always orposed this raising of the debt because I felt
like if w2 stoopped raising thz debt, we could finally come %o
grips with the spending. Hcwever, you run intc the problem
that thevy -annot mail out the checks to the social security
recipients and so forth, so we always lose the argument.

f it were made a permanent debt, would that change that
circumstance?

Mr. Carter: ©«We could use the cash that we have, but we
could not raise any more new lebt.

Senator Symms: But you could use what cash you had to
make what payments that you coculd make even if you had to
reduce the amount of @money that you sent everybody c¢r raid
evarybody. You could pay then.somethina.

#r. Carter: @e could use the cash until it was
exhausted, vyes.

Senator Symms: Or each month you could spend what you
have.

Mr. Brockway: And you could roll over your debt. You
could leave vecur sxpenditures at the szme level rather than
increasing them. Easically what you are saying is correct.
In the sa2m2 situation that you are coming at the end cf this
month where the tempcrary debt ceiling 1s coing to stay up at
$890 billion throught September 20th. So when we come at the
end of this month, that when the gocvernment gets, you know,

it can r£oll over the czcontinuing d2ht so you can kesp on
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borrowing at the same levels. It Jjust cannot increase its
level of borrowing, so you basically go to a cash basis at
that moment.

Senator Symﬁs: So ycu would remove scme of this whole
crisis argument that has been thrown a2t members cf Congresse.

Mr. Brockway: You would stretch out the crisis.

Chairman PDoles: I might say it 1s an area that Senator
Armstrong and Sznator Long have been working cn to make it
permanent.

Senator Symms: Senator lLong is the one that first

brought this up in the committee. 1 thought this was a good

idea ever since. In fact, I think I brought it up myself the

last time, ani we were not arle to do it. RBut it would
appear to me that -- are we talking about deoing it in here
with this bill?

ir. Dehrment: It is in the house bill.

Chairman Dols=s: We have the sams m=a2tter b=fore us.

Are there other guestions? If not --

Senator Symmss: I havz on2 othz2r guestion., If I could
just complate my guestions.

Chairmain Dole: Excusz mne.

Senatcr Symms: Eow much money is this goihg to take?
Last year when you czme befores the committee vou said it
would have a $200 billion deficit even with the tocugher bill,

and you were corrsct. FKow much are we going to nead this
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year to finish throuch this year, this fiscal year?

Mr. Carter: VNinety-nine bhillion i3do0llars.

Senator Symmss: Ninety-nine billion. Is that off-budget,
on-budget, everfthing?

Mr. Carter:s That is everything. That includes on-budget
and off-budget financing needs.

Senator Symms: What is the deficit for the entire year
then? What will it Eke?

Mr. Carter: The administration is now forecasting a
budget deficit of $210 billiocn for fiscal year 1583.

Senator Symmss Thank you, ¥r. Chairmane.

Chairman Dole: Let me say that there may be some membhers
who wish to offer amendments to the debt ceiling. It is my
hope that we can keep the debt ceiling clear of arendments.
If in fact we intend -- I am sure we are geing to have to
face -- 1 have already been notified there will be an
abortion amencdment offered on the floor. There will be
prayer and school offered on the floor. But I intend to move
to table those i1f there is not going to b2 any extendad
debate. So I would hope that unless there is someone who
just has some burning desire to amend the debt ceiling that
we micht not offer amendmentcs.

What I hope to do following disposition of this is to

rh

offer 3 conmittes amendment composed of a compromise on

withholding coupled with the Caribbean Fasin Enterprise Zones
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and thz raciprocity legislation which have already passed
this committee -- offer this group of amendments as a
committee amendment to the withholding repealer on the Senate
floor. Ani I véuld think that might satisfy most everyone.

And on the withholding issue, it will in fact be
repealed, but it will contzin some compliance provisions theat
will pick up about 42 percent cf the revenue. And it seems
to me that the least we can do is to salvage the revenue or
whatever portion of the ravenue that we can.

Senator Lcng: ¥r. Chairman.

Chairman Dole: Senator Lonj.

Senator Lengs First, let me say that I agree with the
Chairman that we ought to pass this debt 1limit bill as a
clean t1i111, anéd it should not be encumbered by other
amendments, even revenue ameniments.

I think that we face a prospect that if we do not pass
this reasonably promptly, then we could have another one of
these ridiculous impasses where the government cannot pay its
own emrloyees, cannot send out the social security checks and
things of that sort. And T think that that reflects badly on
everybcdy in the government when that type of thing happens,
an? I just do not think it ocuzht to be done.

So even though I have been tempted tc offer an amendment
to repeal the withholding tex on it, on these dividends, I am

not going to offer it on this legislation because I think
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that the Chairman is right in saying that this legislation
should be passed c-le2anly, z2nd we ought to get thics behind us
and go on to the next thing. And mayte later on we might
amend the i12bt limit bill when we have a little more time.
But that should be handled now.

Now, with regard to the other bill, the House sent us not
a compromise on the r=2peal of withholiing on interest and
debt, but a clean repealer. My impression is, ané the best I
know from the exparisncz I have had around here, and I have
tried to conduct some intelligence, and it is not adequate by
any means, but it is enough to give me a s0lid opinion as to
what I think is likely to hapgen.

Yy Jjudgment is that if we call up that bill at the desk,
which is a3 House-pass2d4 bill for a2 cle2an repealer of the
withholding tex on interest and dividends, and we amend it in
the fashion the Chairman is suggesting, that bill will still
be on the Speaker's desk on January 1 next year and might
still be there whan the Conoress adjourns sine die at the end
of that vear.

So I really think that this matter ought to re settled.
It oucht to bes settl=i c-lean up and down. And it is my
objective insofar as anybody is inclinad to follew my advice
about the matter that we cught to undertake to pass the bill
and send it on down to th= Fra2sident. Now, if he wants to

veto it and gc right to it, veto it, if he wants to. I think
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we will have the votes to override the veto in toth housss,
and that will settle the issue. I think anything less than
that is Jjust going to result in more and more of the same.
Now, when I.moved on that issue to try to send the House
a clean repealer, n>, siree, a motion was made to substitute
a so-calleid compromise, 2nd now the compromiss looks worse
all the time. B&And even thcugh one finds scme people who
might presame to speak £or tha bankars of America here in

Washington, D.C. and for taxpayers who are concerned and say

i
that they are willing to settle for a compromise, that is the

best that they are likely to get, that does not satisfy the
people back home; that does not satisfy the small-town
bankers I knowi; that does not satisfy the public who are
concern2d ibout it out there.

And I really think that the best thing to do is just to
fight for a cl=an rerealer and save all these compliance
issues for later on.

Now, I asked the staff to get me a2 figure on how much
money JUncles Sam is spending on collecting these taxes. It
turns out they collect arcund 3600 some -- almost §700
million a year; Uncles Sam is spending about $3 million. So
that is working out one-half to one percent. Do ycu think
the average citiza2n knows that? I think the average citizen
does not know that what vwe are spending getting the money in

is only on2-half of one pesrcent of what we are taking in.
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And to me it clearly means that we ought to spend more money
hiring peocple, as I said, or even putting some to work on =a
commission basis to go out and get that money. But the
cheaters and chiselers are not paying in.' And that is how I
think we osught to be getting the additional revenue.

And I will vote for the money. I am willing to double
the money that we are srending to get the money in and
collect it, and use other devices such as pray people to
pursue ani represent us oh a contingency basis, to go out and
pursue just anyboiy l2ft over who has not paidi what he oves
us.

But I just would like to see us vote for a clean
withholding. 2nd I took the responsibility of sponsoring
that bill up ther2 at the desk. And there is lots of
precedent €or it. It was donz to m=2 when I was chairman of
the committee from time to time. I never quarreled about it
from any single Sz2nator. He ioes not have to be a member of
the Finance Ccmmittee. Anybody has the right to stop a bill
out there 3t the desk if he wants to. And in this case my
thought was that sometimes the committee has asked that we
stop these bills, that we storped the bill at the desk many =a
time. Ani my thought was if we get the bill in the
committee, then we have got the problem of getting it back
out of thas committee, and then we have got the layover time

after ycu zet it back out. So in order to keep it from beinc
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lost somewhere,
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T undertook to keep it out there at the desk.

But I would hope that when the committ=22 acts, when the

Senate acts, that they will give us the benefit cf an

opportunity to vots

straight up and down on a clear repealer

which would not have to go back to the House, would not have

to get tied up in a legislative logjame.

issue. Because I think if we do that, we will settle it.

Thank you,

¥r.

Chairman.
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: Senator Danforth.

1 Chairman D2cle

2 Sernator Dexfor+thes I have an amendment.

3 Is it zapprorrizte to offer anp amendment now?

4 I would 1ikxe to pass out to the members a little sheet

5 explaining whzt the amendment does.

6 Senator Ycvynihan: Is this an amendment to the debt

7 ceiling?

8 Senator Danforth: ¥r. Chzirman, this amendment is

9 offered by Senztor Boren z2nd myself, and Senator Poren is on
10 the phone right now, and I am anxiocus for him to come in and
11 join in th=2 fray.

12 The amendment, during the years 1985 throuch 1588 would
13 redefine indexing for the purposes of taxes which will be

14 indexed as of 1%83, and for the purpcsss of non-means tested
15 entitlement procrzms at Consumer Price Index minus three

16 percent. That is to say, indexing for 211 purposes except
17 for those procrzms targeted at the verv poor would be

18 redefined at C>T 7ainus three cercent.

19 This amencaent would reduce the ceficit during that

20 four-year pericd 5% time by $117.2 tillion. Cf that amount,
21 $57 tillion weulld ke in revenues, and 360.2 Pillion would te
22 in spendinz rcszductions.

23 Ncw, ¥r. Chzirmzn, the amendment is based on two

24 different principles, and we telieve that those principles
28 ieserve to Le Zebzted. Ani the princicles ars these: first

L
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of all, the d=ficit that we have crzated year after year is
very damaging Zor this country. A week from today the
national debt will exceed $1.3 trillicn.

I wondéer if-anybody at the desk in front of us has that
projection as to when the debt will reach §2 trillion.

Senator Eeinz: dr. Chairman, do we have word back from
the Library of Congress as to what word comes after trillien?

Chairman Pole: Yes. Cuadrillion, I think.

Mr. Brockway: The Senate Pudget Tommittee would say in
1986.

Senator Dzanforth: 1886, ¥r. Chairman, 1985. The federal
debt is expected to hit §2 trillion. And we make a lot of
speeches abcut it, and they scund just great, and vet we saw
last week how difficult it is for the S2nate to pass any
budget resolution whatever, any resoclution. End maybe we
will not pass a hudget reuclption after the conference is
held. Whatever it is, whatevar the figure is, it will end up
being out of this werld.

But w2 make our spesches, and we support balanced budget
constitutionzl zmendments, some of us; but when it comes cdown
to specifics, what do we dc? #ell, in this committee todav
we create a new entitlement program, vote to create a new
2ntitlement progzram. We vote acainst paying for the

gainst sunsetting the

)

entitlement prozram. e vote

entitlerent program. e vote to repeal holdinc on interest
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and dividends. And all of those votes I am sure make us
popular and help us win elections.

I am absolutely ccnvinced that what we are doing is very,
very bad for thé country. I do not telieve that we can run
up deficits like this without causinc real problems for
America, problems in the short term. GEvervbeody says the
signals tc the money marke*t, to the financial coemmunity are
so importaat. But in eddition to the short-*term signals thzat
we are flashing to the financial comnmunity, every year we run
up 2 $200 billion deficit. That means for every vear
thereafter for the future of this country the intefest
charges on that y=ar's deficit will b= $16 to $20 billion

every year, and that is what we are doing.

n, thes second principle -- the first

o g

ai

y
=
"

Now, ¥r. C 7
principle being that the deficits are damaging -- the second

principle 1s this. We are never golina to make a serious move
on these deficits unless we face reality, and reality is that
no matter what we do tc the defense budget, nc matter what we
do to congressionzl salaries and 211 the little things people

like to fix on as a cause for the deficit, we are not gcing

to come to Jrips w#ith th2 =siz2 of the daficit unless there 1is

'.l

£

a bipartisan effort -- and I went to stress that, bipartisan

"

I3

-- inveclving Democrats and Rerpublicans. BAné unless that

2ffcrt first 2f 211 trings in additional revenue -- and T
hate to szv that. I have 3lways suprorted tax cuts. It is

ALGERSON REPORTING COMPANY, INC.
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- |

1 =l2ar that we hava sone toc far in cutting taxes. And i

2 secondly, maintazins some control on the expglosion of |

|

3 entitlement procrzms. |
4 Those entitlement progrems are pcrular. They are very

6 touch them. ¥Noboiy wants to 30 back and £ight any battle on

7 social security again.

-8 But I say this, ¥cr. Chairman. I b2t that if the Emerican
9 people wer2 fzced with the qu=stion of whether they wanted to
10 nake some sacrifice, some sacrifice because the country is in
11 trouble or whether instead they feel that they've sacrificed

12 enouch and do not want to give everything up and want to grab
13 averything thay can for thems21lves, I bet anything if this

14 issue were pu* to the Anerican pecple, they would say we want
15 to makz som2 sicrifiices. And the fact of the matter is there
16 is no possibility, zero possitility, that we are going to get
17 the deficit tc mznagezlle levels unless we make an effort cn

18 the revenus sife z2nd on. the entitlement side, as unpopular as

Tue

19 that sounds. néd that is the purprose of this amendment.

|
l
5 popular. They are retirement programs. Nolody wants to
20 I think Senafor RBoren might want to --
21 Chairman Deols: I just want to check. We may be getting
22 into a deaziline h=zres 3t 12:00. Is there going to be any
23 objection to ycu checking to see whether we can sit?

24 Mr. DeArment: Th=2 cloakro2om registers an objection.

25 They are checking zgain with zction completed on tuition tax
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credits on whether there is still obiection. BRut they have
shown objection frcm the Democratic side of the aisle.

ors=n: I kave no objection.

e ¥

Senator

¥r. Chairman, I might want toc cbhject

on
Ol

b

Senator

o]
(e}
[

unless -- I would objsct to Jjust sitting here. It has got tc

be all aft=rnoon. I would be willing tc stick arcund here

for maybe half an hour to an hour, scmething like that.
Senator Boren: This is our caucus meeting, and we do

have a very important debate about 12:30.

'3

Senator Lonc: Well, I think we ought to vote on ¥r.
Danforth's prorosition. It has a lot of merit to it. But T
io not want to stick around hzrz f£or the next half hour. If
we could just “c scme voting and get on with it.

Senator Dznfcrthe I worder if Senztor Boren could be
heard, and then we could dispcse of this very gquickly.

Senator Foren: Now, Mr. Chairman, let me Jjust say very
briefly that i am very proud to join with Senatcr Danforth in
this effort. I think he has a2bly stated the propcsitions

us %now. There is not one person sitting around

th

that all o
+his committes *able that dces not agree, I think, that we
are facing with thes kinds of deficits we are projectina,

resclutioncs now pending in the

¥
m
@)
=
@]
'e}
-+

whichever of <h e

ot

()

conference 1s zico d or some variztion ther=on, we are

facing deficits that are so large that once we becin to have
any kiné 2f private recovery picking ur steam with demand for
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ctor credit, that it is going to bump up =zgainst

fol
]
’_J
<
m
t
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ector teking 50 percent ¢f more of the available

t
o
m
Le)
[
&
|4
|
Q
n
oo

cr=2dit in the countrye.
It is not a gquestion ¢f will the recovery be choked off

by deficits of this size. It is simply a guestion of wvhen

will the rzcovery be choked off by deficite of this size. We

all know that.

Som2 p2ople hiave saii that while that is true, while we
all know it is true, with the administration contrecl of the
Federal Reserve that it probably cculd at least bring us
through th=2 next =2lection without bumping up agzinst these
kinds of limits and without having the recovery choked off,

and thzt sfter the elections mavhe we couli face up to the

1]

deficit.

But, you Xnow, we are just always a year away from scme
election. And I think that sometime we are going to have to
face up to doing wha+t is right, whether we are aprroaching an
election year or not. ®e all know Wwe have to control the
deficits, as Senator Danforth saidé, point one. We have nct
done so.

The second thing is we knew it has to be a bipartisan

h

effort. It has to inveclve everybody.

()]

t

Point three is vou cannot exempt 80 percent of vour
spending and 1GC percent c¢f vour income anéd dc anything atout

Jetting tha2 dafizits down. We 40 not have within our
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1 jurisdiction in this ccmmittee the defense

44

budget or some of

2 the other 2lemcenzs o0f the budget that perhaps should be

3 considered in anv cverall or total plan.

iy
)

we 3o have

4 within the jurisdiction of this comrmittee two elements which

5 could at least t= uced as & becinning towarid

som2 action that

6 would get the deficit under ccntrol; azand I hore that people

7 will seriously think about 1it.

8 I have felt thet the Long fail-szafe proposal durince the

9 social security 3zbate was an extremely resronsible

10 proposal. It wWwas tased on this very same provositiocn. It

11 did not deal with means-tested entitlements.
12 exempted the f£irst F3C0 a month, I think, of

13 inccme. But it sz2id 1f reserves are falling

In fzct, it
social security

below a certain

14 dangerosus lev=2l, vou would not have yocur full cost of living

15 increase on amcunts above a certain minimal figure.
16 I+ se=2ms to mz we all know, we all kxnow from looking at
17 it -- we just <o not want to z2dédmit it rublicly -- that until

18 we tackle the autcmatic escalators in our budget, wWe are

t
o

i

19 never going

~
4

20 propnsal is fzir

-h

fu

3

~

1)

21 lJpoer incones siiz, th

it under control. And I think that this
is balanced. It is certainly rigid on the

miidle income side with restraining to

29 some degree. e get 2 pertion of the indexinc effect for

23 this perioi. Iz would not repeal indexing.

I would be

24 1gainst repeeling indexino. It merely restrains it for a

im

[{}]

o

25 period of

IZ we needed it. If we neeced 1it, if the
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jeficits ware still large, we wouli do so temporarily, and
the same thing would be true on constraining non-means tested
sntitlements. We would only give a portion of the increase,

So it 1is baianced, it affzcts both sides. Tt is
something we.need to dc. And I cannot think of anything,
even though this is modest in itself. We are talking about
$117 billion over the four years, but more importantly, we
are sending a ﬁessage that we have the political courage in a
bipartisan sense to take on the real, the underlying and
iriving problems with the fed=zral deficits. 2And I think that
will be a very important message, and I hope the menbters of
the committee will give 1t serious thoucht, whether we end up
voting on this now or later.

I hope the menters of the committee will begin to nmull
this idea 2rocuni in their mindis and think lonz and hard about
whether it is the kxind of balanced arpproach that might give
us a jumping off place to begin %o 40 something constructive.

Chairman Tcles Thank ycu, Senator Eoren.

I wouli just say vary brizfly I think the amendment does
have a good dezl of merit. I think the one concern many cf
us who have Just gone through about a year ahd a half
struagle on social security, we would be right back in the
middle of that. If you take out the social security
zomponent, vou dc not have much in the way of savings. I

know this woulé czuse the President heartburn and mavbe many
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others who just not only voted for the social security
compromise but hailed it as a great success and, in effect,
preserving the systenm.

I 4o nzt know how you z2re going to get the reductions
without going into all of those programs, but that is the one
area that I think wculd be certainly troublesome to me and I
am certain others on the ccmmittee, if we went back. And I
know a number -- as you have indicated, I know a number of
Senators on both sides have been focusing on this approache.

I think the fact has been raiseé it may btring enough of us

togethzar to have meaningful resolution of the budget one of

W

these days. ¥e do not have much of a tudget now.
Serator Lorng: ¥r, Chairnmzan.
Chairman Dole:s Senator Long.

Senator long First I would like to ask that these

L1}

charts which have been provided, they are referred to as the
Long charts, but thes2 tables do provide a wealth of
infermation relevant to the debt and related problenms,
private debt and 21l the rest of 1it.

T would li¥e to ask consen:t that they aprear in the

ve a committee reporte. I hcpe we

m

committee rerort if we h

n>t, I will ask consent that they be put in the

n

do. And 1
rTecOrc.
{The aaterial follows:]

CCHMITTEE IANSE

m
+

ul
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Senator Long: I would like to ask the Treasury, can you
bring us up to Jdate? I see you go through 1952. Can you
bring us Jjust cn zn estimated basis, can you give us an
estimate that w&uld project to some point in 1983, even if
only tc June 19837

Mr. Carter: T could provide that for you, Senator.

Senator lcng: Do you havevthat?

Mr. Carter: I do not have that, but I can crovide it.

Senator Long: You can do that? T would azppreciate it if
you could do that recause T think it helps brings us as close
as you can to whsr2 w2 ara, That is point number one.

Now, point nuznber two, on the merits I anm for the
amendment, but the Chairman tells me -- and I believe this is
correct -- that we are going to run out of money about
friday. Is theat right, ¥r. Chapoton?

Mr. Carter: VYzs. We %will be cut of money by June 1st
this year.

Senator lonz: So Friday we run out of money, and so that

can create problems for the government, could it not? I
guess yon could find z wav. You might kitz2 checks or

c21ly, for all intents and purpeses, you

(=0

something. But

@)
)
in

. - ®

Ta

S terms you arz brocke on Friday, in

pa
Ww
2ol

ire brokes -- in

2

the generzl csens

(Y

Chairman Dole: Tt is actually Tuesday or Wednesday.

¥r. Carter: It is Tuesdaye. The first of June is next
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-0 FIRST ST MWL WASHINGTCN. ©.C. 20001 1202) £28-83C0



10

11

12

13

14

15

16~

17

18

18

20

21

22

23

24

25

Tuesday.

ue

Senator Lcng: So starting on Tuesdiay, at a time when ve

do not anticipate being in session -- now, the

fouse,

they

3re going to ke at the Paris a2ir show. Here the ccuntry is

going to hell in 2 handbasket, and the Senate has adjourned

ani gone on vacaticn, and the House has gone to the Paris air

show. Sc that would bte highly irrespcnsible.

to me Wwe ought to resclve this thing for now.

And it seens

dy feeslin? is on the House side they are planrning to face

up to this issue for the need of additional revenue in the

next debt limit bill, and if that is the case,

they will send us in something in time so we

this amendaent 2ni the issues relsvant to it
limit bill, if not before. £And at that time

vote for your amendrent, Senator Danfzrth, bu

{

-~

t I really think

can confront

would like

I think that

on the nsxt debt

to

that I will suprport the Chairman of the committee in his view

thet we cannot afford to put it on richt npow.

Is that not thz2 Ch2irman's position, that while it has a

great deal of merit, and I intend to vote for it when we have

it on som=z other %“ill, bu*t we cannot 3o it right now.
But I hesrtily aprlaud what the Senator has propocsed,

2t 2 subsequent date I would like to surport his rpreposzl.

Chazirman Dol=a: Senator Moynihzan.

Senator Yovnihzan: ¥r. Chairman, l1et me just

1

€a:

Fal
<

mcments and =

e
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matter anid say that the diffizulty that I have with what he
proposss is that it suggests that what we are déaling with
today is simply an extension of a generalized condition which
we havz ba2n in-for a3 very long while.

And it seems tc me that this is not so; that the guestion
rather is how can it be that things have gone so askew so
quickly and in the very cpposite direction that was exrected
and proclaimed by the administrztion. I am not trying to
point blame. T am saying that talk about political courage
will not j=2t us out of our situaticn. R measure of political
intelligence is involved here. And it seems to me we need tc
ask the administration to come up ané talk to us, and we have
to tal% to curselves.

We voted for these btills. Remember what the President of
the United States said in Septembsr -- on Octoher 1, 1981,
twe months after signing the tax bill? He said the one
trillion debt figure can stand as a monument to the policies
of the past that brouzht it about, policies which as of today
are reversed. Two hundred and two yvears of government
produced one trillion dollars of izsbt. Thoss policies are
revers=sd, 2nd now Wwe learn thzt the next five yvears will
produce the next trillion.

We made ernormous reductions in taxes under a fdoctrine
that held that this would involve no loss of revenue. The

Presidesnt 35213 in th2 campaign in Llansing, Yichigan, we will

[{}]
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take the increased revenues that come frem the decreased
taxes, use that to build up spending.

I heard the distincuished politiczl ccmmentator George
Will spezak the other Zay at a meeting of the Sew York State
Bankers' Association. He =aii I wouli off=r a door prize of
a toaster to that individuzl who can name me one socieal
program which the President in the canpaign of 1880 proposed
to eliminate, and no hands were raised, and he said that is
right because *there was none.

Now, I think we can approazch these matters. Now, there
is a qguestion cf by what process could men cf the quality
that we sz22 at this %*able and other than this government and
men around this table rercuacde ourselves to set upon a course
of fiscal monetzry policies of adding cne trillion dollars to
the dett in five years® time when in fact the proclaimed
purpose was to do the oprosite -- I guote the President --
the policia2s which zs of today are revarsei.

Now, before vou -- I mean it seems to me there was an
absenc2 of inguiry, an absence of rigor, z2n absence of data,

and an abs2nces of attention that ¢ot us into this situation.

1)l

ot

And it seems *o me that if that kind of implicit behavior
brought *h= probl=am about, it will not »e resversed by egually
impulsive behzvicr. I am nct suggesting that the Senator was

=

v2 no+* had a 2ay's hearings on this. We

b
m

h

8]

u

impulsive, bHut

out what the nature cf our cvroblem is.

"
o

have not h=zarcd
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I woull argue that the proposition that it ié exploding
entitlements is a respectable proposition, tut it must be
proved. It cannot simply be asserted.

Would the S2nator agr=22 with me that a lot of things were
asserted two years ago that were not proved?

Senator Danforth: ¥r. Chairman, I am not going to, with
all due respect to Senafor Yoynihan, I am not going to argue
with him. - I think we heard on the floor of the Senate last
week the fruits of getting into or trying to assess the
blame; and I am sure that this administration and this
Congress and this Senator can taks 3 lot of blame. They
deserve it.

Ani for my part, I would be willing to assume
responsibility for every vcte I have made, and I know that a
lot of sve=chkes have been made in the past about me or the
President or about the other side of the aisle. But the
point is where do we go from here? What do we do now?

I do not want to ke impulsive, but it s=za2ms to me that it

is irrefutable that there is no possifility of reducing the

Hh

deficit to 3 managzcable 1l2va2l unlzsscs beoth revenues and
entitlements are part of the equation -- not the entire
eguation. ﬁe are going to have to deal with Fedicare, which
is not part of this propositicn, as S=znator Heinz pointed
out. We are ¢oing to have to continue to wrestle with the

defense budget. We are going to have to consider all kinis
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sayirng is that but for a bipartisan effort arnd

there

which addresses both revenues and

is no possibility of having a responsitle

is no possihility of having a3 deficit that is

less than say $1%0 billion in any ye&r.

And

I think that is worthy of delate.

irrefutable.,

debated,

some out,

bzscaussa

cut

I

I think tha+t it is

think that is precisely what should Lte

T believe that as long as we try to find.

as long as we try to find some way out of the box

without fazing up

thes prorclen,

we are simply going to iznore reality,

to the entitlement and the revenue prarts of

and the

longer we ignore rezlity, the worse and worse it is gcing to

bee.

So I put

forward for detate those two rropositions:

that the da2ficit is

for

this country;

solved

Long

Dole

zand secondly,

one,
very damaging, long term and short term,

that the problem will not be

but fcor a bipartisan effort involving both revenue and

I throw that opza2n for debate. T would say to Senator

that I very much aprrecizte his comments and to Senator

-
[

todavy.

the Ch

jte

t

i

=

1Y

=2

v

3

wr

t
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enator

We do not

T

=
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%
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(=]

[+
34

des

Boaran and I hazve discussed this earlier

intend to press this to 2 vocte recause of

1

wr
.-.J

1

e for 2 clean debt ceiling bill, because

aster of an idea. And I *think people

-
7

joJog.
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will say gee, do I have to vote on that in half an hour's
time, and ths answer to2 that is no. But that we are going to
be looking for an crportunity to raise the issue, maybe even
on the floor, oﬁ the 3ebt ceiling. But we are going to look
for an opportunity to rzise this issue at some appropriate
subsequent time.

Chairman Doles: Senator Pryor.

Senator Pryor: Thank ycu, ¥r. Chairman.

I think in my own opinion what Senatcr Danforth and
Senator Becren are attempting to do is most worthy, and I
applaud ths both 2f yzu for doing this. And I would also
like to say, ¥r. Chairman, that this vehicle to which it is
attached I jo hava sone guestion. I think once acain vwe come
up here in the last hour, and they bring a casving, dying
patient to us, and they say okay, we are going to pull the
plug on Friday. It harpens again. You know, history repeats
itself. We are going tc pull the plug on Friday if you
fellows do not 315 soma2thing with this poor dying patiente.

And so we all know what we hLhave to do with it.

Ani I just would 1liks to urge, Senator Danforth and
Senator foren, tha2t this discussion I think shculd take
pilace, but I a2m not sure over the deathbted of the ratient at
issue right now is the proper place.

Senator Grzssley: Y¥r. Chazirman, the only fault I can

find with the argument so far and the only excerticn I would
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take would Le whethé: or nct it oucht to be a bipartisan
2ffort and whethar or not that is going to accomplish it or
whether that is going to further get us away from the
ac:omplishment.‘ Because I think that what is lacking is
party discipline, and we could get two more Republicans, at
the most five more Republicans, to do just exactly the
reforms thit n221 to bz done. And it seems to me like we
Republicans have been avoiding a responsibility that we have
had, ani that we showed in 1981 that we could accomplish.
And I see bipartisanism this year develoring into a
smokescreen for covering up or for camouflaging an effort to
spend mora mONZ2VYe.

I think what we need to do is look not in terms of taxes
ani borrowing and debt, as if they ars two separate issues,
but lock at them as one and the szme; and they are the public
levy for our fiscal irresponsibility. .Whether it is
borrowing or whether it is taxes, it is coming out of the
taxpayer's pocket either today or S50 vears from now tc cover
our irresponsibility today. And that public levy is going to
be the same whethar it comes through borrowing by itself or
through taxes bty itself 5r whether a combination of both.

BPut it is still 2 public levy, and until we can get the
public levy down -- and the only way I kxnow to get the public

»

levy dcwn is to get srvending down. An? we forget that either

increasing taxes or a combination c¢f increesing taxes with

o]
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cutting expenditures Jjust will not get the jol done.
During the last hzlf of the decade of the '70s we

increased taxes fantastically, and it did not reduce the

deficit anvy. Qé had growing deficits, as we have growing

deficits now.
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And we made an effort last year to raise taxes §1 for
every 33 and adjusted expenditures, and we ended up gettinc 2
$2 increase in taxes for every $1 adjustment in expenditures,
so that did not-accomplish the goal, and I think what we need
to do is tike an historical look, because, as George
Sentayzna szid, those who do not learn fronm history are
destined to rereat its mistakes, and between 178¢% and today,
or between 1789 andi about 1965, when Wwe started on the
philosophy that we could have both guns and butter, this
Jovernment, exc=pt in times cof war ani extreme national
emergency, over a2 -long period of time, operated within its
income, and those times when we did borrow we were either

r freedoms or to protect our nation,

(=

boerrowing to protect o
Or we Were borrowing 2s an investment in this nation, but in
the last decade and a half we have be=n borrowing for
everydzy living.

So, what i1s wronc is, we have been living too high on the
hoz, so tha2t we in our ceneration can somehow have a good
living, and let future generations pay for it. Now, I think
we have to start lookingy in t2rms of what the public levy is
and whoe is paying for the public levy, and we have got to do
those things to get the public levy down, nct Just to get
taxes down, or not just to> get expenditures down, but to fingé
out the historiczl cause c¢f where we are tecdav.

Anil th> historizal cause 2f why w2 are whsre we are today
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is because we have been irresronsible on the spending side,
not on the levying siie.

The Chairmzn: Senator Boran?

Senator Eorén: ¥r. Chairman, I would just say, I think
the Senator from Iowa is on our side, but I hope he does not
take it amiss if I think the spending anil =2ntitlements ought
to be controlled, too. I have never been criticized for

being bipartisan before, but anyway, I am encouraced by most

of what I have heard around this table. I am encouraged that

there have been some positive comments on both sides, and
from people in both parties, and at lzast the statement that
we need to have the courage to address the automatic

2s-alators in the entitlement provisions if we are going to
get these deficits unier control, and I think that is a very

healthy first step, and I hope we see the day wher we can

deal with *this, ani? I would urge the members of the Committee

to think about it long and hard in terms of what is possible
in terms 25¢ g=2+tting thes2 deficits dovwn.

And at this time, ¥r. Chairman, again, I feel a very
hopeful reaction in terms of what we have heard around the

D h an4 I do intend to return to this.

o]
+

nfo

ct
W

table. Senato

1

] said we have both agreed in order for you to get a vote,
and I Xxnow that yosu want to 4o thiat riyht now, so I will dc
nNo more excect to say that Senatcr Danforth and I do now

withdraw 2ur am=2nim=ant, so thazt we do not delzy you going
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immediately

bill without

The Chzirmzne

debt ceilincz.

¥r. De 2rment:

¥r. Packwood.
The Chairrane

¥r. De Arment:

I wonder

This is

zrendment.

Aye.

if we rig

to report

¥r. Denforth.

Senator Danforth: Aye.

¥r. De Arment:

Senator Heinz:

The Chairmans

[Ne resgonse.)

{No resgoncse.]

¥r. Chafe=o.

Yr. Chafee, aye.

Aye.

¥r. Wwzllop.

¥Yr. Durenberger.

Aye.

Yr. Wallop, aye.

Mr. Armstrong.

to a vote on the other legislatione.

ht not now vote on the

out the debt ceiling

Excuse me.
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1 ¥r. De Arments Mr. Symnms.

2 [No respcnse.]
3 Mr. De Arment: Yr. Grassley.
4 Senator Graésley: Pass.
‘ 5 ¥r. D= Arment: Mr. Long.
6 Senator long:s Aye.
| 7 Mr. D= Arments: Mr. Bsntsan.
| 8 Senator Bentsen: Tass.
‘ 9 Mr. De Arment: Mr. MYatsunaga.
10 [(No responcse.]
11 Mr. De Arment: ¥r. Moynihan.
3 12 Senator Moynihans: DPass.
|
: 13 Mr. De Arment: Mr. Baucus.
14 Senator Raucuss: Nc.
15 Mr. De Arments:s Y¥r. Boren.
16 Senator Bcr=n: Pass.
17 Mr. De Arment: ¥r. Bradley.
18 Senator Er=adl=y: Ay=2.
19 Mr. De Arment: Hr. Mitchell.
20 Senator Mitch=211l: VYes.
21 Yr. De Arment: ¥r., Prycr.
22 Senator Pryor: No.
23 ¥r. De Arments ¥r. Cheirman.
24 The Chairmans: Aye.
25 Senator M¥oynihan: ¥r. Chazirman, beforz the vote is
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tallied, I think there are members here present who wouléd be
#willing to> vot2 ava2 if th2re was nobody voting pass.
Senator Roren: Change me to no, &r. Chairmane.

tsa2ns Vote Bentsen noe.

t

€

oo

Senator

The Chairmane We do not want to hapren what happened to
Danfcrth when he was having lunch.

The yeas are eleven, the nays are five.

If we zoulé Jjust complete one other order of business,
which I do not think will take too long --

Senator long: Mr. Chairman, I am willing to meet
tomorrow. We have got a Democratic caucus going on. I want
to attsnd it.

The Chairmans I think that is probably an appropriate
rtezuest. I wonizar if we 1nmight com2 back thzn 3t 2:30. What
I propose to 20 -- I will just make it clear sc there will
not be any -- is to offer a Committee amendment which would
inzlude the wWithholding issue along with the Caribbean 3Basin
enterpriss zon2s 3ni re2ciprocity. Now, th=2re may be others
who want to amend that, but those three we can Jjustify
bezausz w2z have picsed reciprocity in the Senate. WYe have
had hearings and 3 markup on a3ll three measures, reciprocity,
enterprise zcnes, and the Caribbean EBzsin, and I am not as
discourag=2d zs Senztor Longe. I think there is a good

possibility thet we can succeed in some of these areas in a

{

House-Senate ccnference.
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So, if we could come back at 2:30, T do not think it wil1l
take very lonc.

Senator Long: Mr. Chairman, I just want to make it cleer
to you that in my Jjudgment if you io that you are not going
to have a confsrence any time soon, but I might be in error.

I would urgze the Chairman to communicate with Chairman

ot

Rostenkowski to g2t the best intelligence he can as to

whaether he is in a position to predict that we will even have

a2 conferanc= on that measure.

L}

The Chairman: I will try to do that, but again, as
Chairman Long knows, you cannot let the House dictate what
the Senate dces.

Senator Lcngs I mean, I am not Chairman. I learned that
some time ago.

The Chairmzn: I understand that.

Senator longs: But I would hope that our Chairman would
undertake to zet the best int=lligenc>2 hs zZan on whether we
are going to ckbtain prompt action on that measure if we put
those measure& on there, because my fear, and I think history
will be prove se richt on this, is that nothing is going to

happen for a long time to come if vcu do that.

(¢]

Senatzr Fo+hs Mr. Chairman, I wculd like to say that I

[

do intend to tring ur the orovisions of the sunsetting and
the mortgage law 5n these Committze amondments.

[Whersuccn, 2t 12:28 p.m., the Committee was recessed, to
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210

mn

of the same dayv.]
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AFTERNOON_SESSION

2 The Chairmans As I understand, there has been objection
3 raised to our mesting. Is that correct?

4 Mr. De Armeﬁt: That is correct, ¥r. Chairman.

5 The Chairmans: I am uncertain as to whather it is

6 appropriate for somebody to raise that objection, but we will

| 7 abide by that, but we can meet tomorrow morning?

8 Yr. De Arment: Yes.

9 The Chairman: Rt 10:00 o'clock?

10 ¥r. De Arments At 10:00 o'clock.

11 The Chairmans: But there is one thing we can act on

12 unofficially, besciause it is something that Senator Long

13 raised, and in fact offered an amendment. That amendment was
14 not agreed to, btut I understand since that time there has

15 been some resolution to that, and what we might do is explain
16 it now, and then tomorrow morning we could go ahead and make
17 any changas.

18 Senator Long: But of course even if we cannot meet

19 tomorrow aocrcniny, Mr. Chairman, you could offer it on behalf
20 of the majority of the Committee. You could offer the

21 amendnment.

22 Mr. Chapoton: The suggestion by Senator lona -- It was
23 not def=2at23d., K= withdrew the amenimant. The suggestion

24 related to, and again we are talking about the Caribbean

25 Basin Initiative, related to the point that in the present

ALDERSON REFPORTING COMPANY, INC.

20 FIRST ST, N.W., WASEINGTCN, D.C. 20001 (202) £§28-8300




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

6L

bill as pr=sented by the ARdministration and as adopted by the
Committee, the North American Convention treatment is

an agre=ment enta2r2d into calling

1]

available onlily if thers 1

o

11 exchange of information to the country

b=

nd £

[}

for complete
who would be =2ntitled to the North American Conventicn
treatment, and the United States.

The suggestion has been made to us that we be allowed --
that we provide £or authority for the President on national
security grounds tc accept -- to weive for a time information
with respz2-t to civil tax matters, but the reguirements would
still remain for any drug-relzted ratters or criminal tax
matters scecifically.

The reguirement that the exchange of informatlon
agreement supersede provisions of loczl law regarding bank

s2ar=ar shares could be waived in the case of

oy

secrecy ani

ht fer civil tax curposes if the President

0]
o
Q)
jng

information s
determines that such an exception to the standards for
ex-hange of irnformation acgcreement is in the national security
interests 2f the United States, and if the Secretary of the

hat an exchang=2 of information agreement

=
(@]
W
)]
n
[o]
|
o
wds
w
ct
m
o}
]
[
3
1%
9]
+

Administration in enforcement of U.S. tax laws.
That wouli he it, in effect. If those findingcs were
made, then we could waive the ewxchange of civil information

of civil tax 2att=rs, the exchange of information on civil
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tax matters.

Senator longs That partly meets what I have in mind, and
to the extent that you can do that, it is an imrrovement, I
think, on the bill. I mean, mvy thought is that when vou go
to enforce that provision to make those foreign countries
divulge information, they might tell you thet, well, now, we
can give you most of what you want, but if we give you all of
what you want, it is going to be irreparable injury to our
economic interests or whatever, so if you z2re going to insist
on it, we just cannot abid= by that provision, Lut we are
willing to go 70 percent of the way cr 80 percent of the
way. We jast canasot go =all thz way with you, because if we
did, it would crezte so many trroblems it is just not worth
it. That is Jjust iaflexibility. Insofar as we could
increzse the flexiltility, so auch the better.

The Chairmans Again, we are meeting here informally, but
as Senator Long points out, the majority of the Coranittee can
offer 3 Committee amendment, z2nd we can modify the Committee
amendment. T wculd like to me2t agzin tomorrow morning at
1C:C0. I understood that Serator Grassley also hacd 2
clarification, and then I undsrstand Senator #atsunaga and
Senator Symms had some amendment that might come to the
Caribbean Basin on Philiprine sugar, but I do nct know enough
abcut that amendment tc even consider it informally, but we

2 3 lcok 2t it between now ani tomorrow morninge.

=

will ta
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Senator Roth, do you want to raise yours? Well, you can
raise it now. PBut we will bringy it up again in the morning.

Senator Roth: That is all right. I will bring it up in
the.mocning.

Senator Gressley: Any understanding we make at a meeting
like this would b2 for the record?

The Chairmen: I doubt that lecally we cculd even keer a
record, but w= have besen. No one could objesct to that. We
are really not ame=2ting. .

Senatecr long: We would still have to pay for it.

¥r. De Arment: Any matter acted on here wpuld be subject
to a point of ordar, but a clarification.

Senator Grazssley: I can appreciate that, and I am not
asking for anything really to be acted upon, bscause I think
at the staff level things that were worked out satisfy me
pursuant to> the ansniment that I offered last week, and then
I vithdrew, and I withdrew it because the Chairmen said we
could vork something out, and I think that that has been done.

It is my understanding that we ar= going to be able +o
put a strong statement in the record cof intentions to pursue
all countries for just compensation of expropriated American
prcperties, and I have som2 propos=2 language that has Leen
worked out, and so I zm satisfied that if there is no

objection Lty zanybody on the Committee to that, that that will

satisfy me.
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And than I have also been assured that I wculd be
provid=3d with a l=2tter for the record of the Administration‘s
intent to pursue these matters before the countries who would
be named a beneficiary country und=sr the Caribbean Basin
Initiative and particularly to state in the letter that
Panama would receive no waiver until its cases have been duly
satisfied.

It is »y understanding that we will be provided a letter
for f£inal approval that satisfies my concerns on this. 1In
fact, I have just been informed that I have the letter, it
has already b=sen written, éni that it does take care of the
problems I had. 2And so based on those understandings, ¥r.
Chairman, and I za2ssume that if there is any disagreement on
anybody's part égainst that, T would Ye notified of it before
the bill woulé e vcted out, but short of that, I dc not see
any ne=2d to pursu=2 my amendments, and will not.

And I suppocse as we go down the legislative process, if
thzre would he 23 diisajgreement to the assurances I have been
given, then I would pursue my amendment, but short of that, I
will not have to.

The Chairman: “e will meet again tomorrow at 10:00. We
will ratify -- not ratify -- we will tazke action at that time
on the clarificaeticn on the ZBzrmuda anendment and also on the
point raissd by Senator Grassley.

Senator ¥atsunzaza, I have just 2xplain=2i, someone
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obiected to our meeting this afternoon, but if there is just
some question you want to raise to give the staff a chance to
look at it betw=22an now and tomorrow morning, this might be a
good chance tc ﬁaise that. I mentioned you had an interest
in one amendnment, you and Senator Symms.
Senator ¥atsunzga: Well, I would like to raise this
question. Am I correct in my understanding that under this 1
legislation, the Dominican Republic will receive a duty free
sugar guota of abcut twice the present U.S. sugar gquota, and
this duty free quota which will amount to approximately
one—tﬁiri share of the projectad annual U.S. sugar imports
needs, and does this not represent a substantial shift away
from our historica2l sugar suppliers, and I am referrinc, of

course, to the Philippines, which is the oldest supplier of

fu

sugar to the United States and whose quota has been reduced
considerably, to the point wha2re th2y would be receiving
under the juota given to the Dominican Republic -~ I have the
figures here, but anyhow, if vou might answer that first
Juestion.

The Chairmans I am not certain there is anybody here
gquelified to answer the zuesticn.

Senator ¥atsunagas Does anybody want to take a stab at
it?

¥r. Gingriche: ¥r. Chairwman, I am not familiar with the

statistics Senator Yatsunaga cited. You are correct in the
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sense obviously that there has been a shift away from the
Philippinaes as a source >f imports ovar th2 last 50 yesars.
Cuba and the Philippines were the predominant suppliers of
imported sugar fo the United States 50 years aco. The
pattern of supply has changed cver the last half-century, and
indeed it may have shifted a little bit even in the last ten
yearse.

Senator ¥Xatsunaga: Cuba I can understand, but of course
the Philippines has bzen ocur 2lly in peace and in war and in
peace again, and that is a hell of a way to treat an ally and
friend, I would think. So, you can expect an amendment, Mr.
Chairman.

The Chairman: As I understand, there is some amendment
floating arcund which I have 2sked the staff to look at, and
they will be prepared to acddress that tomorrow morrning.

Senator Matsunaga: Fine, because the figures I haves hers
show that in the last 20 years, the Philippines exported to
the United States 20,724 short tons raw value, and the
Dominican Republi-c 13,741 short tons, the 20-year average
being 1,03 tons for the Philippines -- I am sorry, that
would be in the thousands, sc it wculd bhe 1,036,000 tons, and
the Dominican Pepubli:; 6€7,000 tcns, and yet the guota
assigned under this bhill woul? leave the Philippines 378,000

minican Republic 4¢3,000 tcns, so that the

O
n

tons, and the D

percentage of the 20-year average would be only 36 percent
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for the Philippines and 72 percent for the Dominican
Republic.

So, I would +think that the Philippines . should get a
better share, a'better treztment.

Mr. Lang; Senator Matsunaga, I think I can be helpful on
the first part of your guestion. Under the legislation, it
is correct that a duty-free gquota cf 780,000 metric tons
would be assigned tc the Dominican Rerublic. However, the
Administration bill also provides that ths Presid=snt can
never permit more sugar to come in from any CRBI beneficiary
country than woull be permitt2d unizr either the headnote
authority or Secticn 22 éuthority, that is, laws necessary to
defend the domestic price support programs.

Under those laws, the guotas on Dominiczn sugar are much
lower than 78(,000 metric tons. I would have to check with
the Administration to find out exactly what the number is.

So that as long as the current guota stays in effect, the
Dominizan Republiz would not be permitted under the
Administration »ill to send us the fill arount of 780,000
metric tons. Hkowever, you are correct that if those guotas
went up, or ware removed, and they were only gcut in place 2
year ago, then the Dominican Kepublic under the bill would be
permitted, or might b2, the full 780,000 m2tric tons.

I think that is helpful on the first part of what you

asked me.
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1 Senator Matsunagas: I hava 493,000.

2 ¥Mr. Langs¢ Thzat is about right. That would be about 17

3 percent of the current guota on all sugar worldwide. That ié
4 roughly their sﬁare of the worldwide gquota that is now in

5 effect under the headnote authoritye.

6 Sfenator Matsunaga: Where is the Nicaraguan guota going?
7 Mr. Langs The Nicaraguan share was reduced by the

8 ARdministration a couple of weeks ago. They were exporting to
9 the United States 2n annuzl amount of atout 55,000 or 56,000
10 tons. It was reduced to 6,000 tons a few weeks ago.

11 Senator ¥atsunaga: So where is the 50,000 tons being

12 allocated? Do you know?

13 Mr. Gingrich: It has been redistribut=23 to severzl small
14 Caribbean surprliers effective Cctober 1.

15 Senator Matsunaga: So> thz 50,000 tons have been

16 allocated to other Caribbean naticns?

17 ¥Mre. Giagrich: T think th2 figure was 38,000 tons to

18 6,000 tons, so we are talking about 32,000 tons of sugar

19 redistributed azmong thres small suppliers.

20 Senator Yatsunaga: So thzt has already been done.

21 ¥r. Giagrich: Tt will be ;ffective October 1st this

22 year. It has be=2n announced bty the President, but not

23 implement=23.

24 The Chairman: I wonder if we might not do this. Let us

25 get the informeation on whzt may be prcposed. I know Senator
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Symms gave me some material this morning which I have not
looked at ané may hav= a chanc2 to look at batween now and
tomorrcw morning. W¥Ye are not really meeting now. So we are
Jjust discussing'this, anl maybe we can get the facts together
and make some determination. I hope we do not start getting
into a sugar guota assignment in this Committee. T have been
through that enough times. It is a pretty fast track,
believe me.

Senator Matsunagas: We served together on the Agriculture
Committee in the House, if you recall. And while doing that,
Mr. Chairman, I would suggest that perhaps the Administration
ought to examine the implications of the CBI sugar provisions
as it would affect our staunch ally and friend over the
years, the Philippines

The Chairman: Who has that responsibility? You are not
handling sugar quotas in USTR?

Mr. Gingrichs To the extent they are involved in this
bill, we are. Yes, sir. We will get a USDA person up here
also.,. |

The Chairmans: Well, we need USDA and other experts in
the arsa. Th=ar=s is still ons sugar expert, I thirk, down
there.

Well, the non-meeting, then, will be recessed until

tomorrow morning at 10:00 o'clock.

(Whereupon, at 3:06 p.m., the Committee was recessed, to
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reconvene at 10:00 a.m. 0of th2 following 31ay, ¥Wednesdzy,

25,

1983.]

ALDERSON REPORTING COMPANY, INC.

440 FIRST ST., NW.,, WASHINGTON, D.C. 20001 (202) 628-9300

73

May



