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EXECUTIVE SESSION
AEDNESDAY, “ARCH 2, 15823

United States Senate
Committ2e on Finance
Washington, D. C.

The committee met, éursuant to notice, at 9:34 a.m, in
rcom SD-215, Dirksen Senate Cffice Building, Honorable Robert
Dole (chairman of the committee) presiding.

Fresent: Senators Dole (presiding), Packwood, Roth,
Danforth, Chafee, Wallop, Durznberger, Symms, Grasslev, Lcng,
Pryor, ¥atsunaga, ¥Yoynihan, Faucus, Bofen, Eradley, and
Mitchell.

Also present: Robert Z. Lighthizer, Chief Ccunsel,
Michael Stern, ¥inority Staff Director, Mr. Stern, and ¥r.
Deirment.

The Chairman: We can't vote on the nominations until we
have other members here.

Are there any objections that staff is aware of on either
side to the nomination of Yzrzaret ¥. Yeckler c¢r John A.
Svahn?

¥r. Lighthizer: I believe that there is no objection to
taking it up when vyou have a zyuorum, ¥r. Chairman. 3ut there

will be at least one vote zgainst one of the nominaztions.
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The Chairman: Senator Danforth is here. Why don't we
discuss the FReciprocal Trade and Investment Act.

1 right with you, Jack?

’-‘

Is that a

Senatbr Danforth: Sure.

Mr. Clasudes ¥r. Chairman, S. 144 is virtually the same
b»ill as S. 2094 that was approved last Congress by the
Committee.

The Chzirman: It sort of summarizesd the principle
provisions.

Mr. Claude: Yes, sir. The Bill would provide specific
negotiating mandates to the President in the area of trade
and servicass, for=ign direct investment 3and high technology
products by U.S. citizens.

Tt would set up a procedure for inter-governmental
exchange of information in the trade area under Section 135
of the Trade Act. It would add a section to the Trade Act of
1974 which would require the U.S. trade represenative in
coordinaticn Wwith other government agencies to study barriers
to U.S. exgort orprcrtunities and report to the Committees on
Finance and Wavs and Yeans with respect to those barriers.

It would make certain technical corrections and
clarifications in Section 301 of the Trade Act of 1974, which
is the President®'s general authority to retaliate against

£

foreign unfzir trade practices.

1

Most important of those clarifications are statutory
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definitions of the terms unjustifiable, unreasonable and
discriminatory.

It would =21iso add to that section the atility for the
President to retaliate against discrimination against foreign
diirect invassiment by U.S. citizens abroad. That retaliatory
authority would be limited to the President proposing
legislation with respect to such discrimination.

It would provide for self-initiation of 301 cases by the
United States Trade Representative. Now even a private
person can petition for an investigation under 301 and the
President himself can take action, but USTR lacks the ability
to institute 3 case himself.

It would also make other technical corrections in the Act
to permit the tetter preparation of Section 301 cases,
Jenerally iirectei to enhance the President's ability to
create mar<et opportunities abroad for U.5. products and to
respond to unfair actions abroad which inhibit the export of
U.S. produccs.

And, finally, it would make a technical correction in the
Froedeom of Information Act that would permit the USTER to keep
business confidential information suprlied to him in the
course o0f a3 301 investigation from being pukbtlicly deseminated.

The Cha2irman: Senator Danforth, 3o you have anything to

add to that?

Senator Danforth: ¥Yr. Chairman, I really don't. HWe've

ALDERSON REPORTING COMPANY. INC.
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already been through this in the Finance Committee last
year. And we did report out the bill by, I think, a vote of
18 to 2 or 17 to 2.

It's been reintroduced. I think there were something
like 38 co-sponsors. 1It's also been introduced in 3 somewhat
different foram in the Hous=za.

¥y hop2 is that 1if we can proceed on this with reasonable
speed we can get the bill passed sometime early this vear.

¥r. Claude: ¥r. Chairman, the only thing I would zdd to
my remarks 1s the Administration does support this bdill.

The Chairmans: Are there Yembers of this Committee
co-speonsoring the legislaticon?

¥r. Claude: VYes, sir; thers are 3 number ocf Yembers.

The Chairmans: Who are they?

Mr. Claude: Senator Bentsen, Senator Boren, Senator
Bradley, Senator Chaf=ze, yourseli, ¥r. Chairman; Senator
Grassley and Senatcr Heinz, anéd Senators Roth and MYoynihane.

The Chairmans What do we need to report this cuxt, Bob,
seven?

Mr. Lighthizer< You need eleven to report out =z bill(
Yr. Chairman. Seven is a cucrulm for purposes of marking up
legislation.

The Chairmans: Are thers any other guestions on this from
the Yembters present?

As T understand there are no amendments pending.

ALDERSON REPORTING COMPANY. INC.
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¥r. Clazude: I believe that is cocrrect. Elthough I think
thare may be 31 rejuest by Senator Lonz for a nminor
clarification or amendment.

The Chairman; Let's set this aside temporarily.

Senator Grassley, do you want to discuss PIK?

Senator Grassley<¢ Yes.

The Chairman: I understand that Senator Grassley has put

(1]

together a cons=nsus approach for the Committee's
consideration. We might at least discuss that now. Senator
Baucus may have gquestions. We can cover this side at least.
And Senator Pryor may have gquestions.

Senator Grassley: ¥r. Chairman, may I have the flcor?

The Chairman: Yese.

Senator Grassley: ¥r. Chairman, I think basically what
you said is very correct. I've had an opportunity to discuss
this issue and worked very closely with Senator Wallop.

We've also discussed it with Senator Baucus, and they've all
showed leadership and interest in this area.

And, of courss, M¥r. Chairman, vou play=2d 3 very important
leadership role in the effort because you introduced the
first bill and moved out very closely on that along with
Senator Jepsen.

And, of course, since the varicus PIK bills were
introduced, a number of develcpments have occurred that I

think impact upon the legislation we vote out of this

ALDERSON REPORTING COMPANY, INC.
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Committee. Tc some extent as much as we originally thought

Was nec=2s3ary 1s nct 2s nNecessary nNow.

First o5f 211, the IRS has responded to the ruling request

sent tc them »y our Chairman and by Senators %allop, Jepsen,

Kassebaum iand =mys=21f.

They have clarified that under current law there is no

estate tax prcblems for farmers participating in PIX or any

similar Agricultural Department land diversion program.

And, thus, although there is no need to legislate in this

ar=za, our consensus package will incorporate the IRES ruling

which is announced today.

And, secondly, Yr. Chairman, the House Ways and Means

Committee has taken action on PIK legislation.

today we have

{4

I have lcok2d at their approach and I think

And, so, now

npetter notion of their views on this issue.

the other

Senators involved nave, and wWwe've arrived at a somewhat

different approcach that we believe is more comprehensive,

simplier and fairsr to the farmers.

And, so, xr. Chairman, I would likxe to offer this

-4

censensus PIX »iil. And I would ask at this point if it's

all right, ¥r. Ch

Q

provisions.

The Chairman: Yes, go ahead.

irman, if the staff could explain its

¥r. Brockwav: The consensus package would provide, as

(9]
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taxed when the tax bearer has the right to receive the 2IK
commodities, but would be taxed when the sell the commodities
received under PIX.

In addition, it would follow the rule that where there is
crop storzge payments on 3 farmer on reserve, that that would
not be taxed at the time, the taxpayer has a right to those
payments, but only when they actually receive the ravments.

Also participation in the PIK program would be treated as
farming for all income tax purposes. There is guite a number
of different provisions, technical in nature, and this will
be treated as farming.

Ani, in particular for thz coop rules that marksting of
commodities received under the PIXK program would be *reated
3s marketing of the commodities grown by the patrons
themselves so that there wouldi »e no coép protlems.

As Senator Grassley pointed out, that this proposal
merely would pick up, and the same rules contained in +*he
Treasury 2°'s and A's on the state tax purposes are
participation in the PIX procram, and also other Argicultural
Department set aside programs would constitute material
participation in gualified use for the state tax provisions.

For self-employment tax purposes, that PIX participation
vould constitute income for sslf-employment purpcses, but
only if the taxpayer material carticipates in the farming of

the propertv.

ALDERSCN SEPORTING COMPANY, INC.
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And, finally, there would be no sunset on the provision.,
but for state tax purposes it would be retroactive back to
the adoption 2f the special use provisions in the 1975 act
just to clarify and maXe sure that taxpayers are protected
for that purrose.

The Chzirmans: Has Treasury had a chancz to review this
legislation?

Mr. McX2e:; Y25, we suprort it

The Chairman: Are you satisfied that it covers all of
the possible contingencies ocut there?

Mr. Mc{ee: Yes, ¥Yr. Chairman.

The Chairman: And does it differ in many respects on the
House passed version?

Mr. Claudes It generally is the same, ¥r. Chairman., on
311 the income *tax items. The cash storage payment there is
one. The big difference is that there 1s a one year sunset
in the House bill anéd this has no sunset on the bill.

Also, there is an anti-abuse provision, anti-speculation
orovision; the FHouse bill says that state tax rules only
apply to farm land currently owne? by 3 farmer, so that
someone who acguired the property after February 24th would
not qualifv into the House bill. This would protect even
subsequent cwners of farm land.

The Chairman: Plus I think they add one non-related

3
i%

crovision in ther

L3

R
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Mr, Claude: That is correct. They had a provision that

did not relate to the PIK program, but it related *to an

organizaton that wished to receive tax exemrtion fcr

marketing farm products. Put that was not related to the PIK

program and would nct be included in this package.

The Chairmans I understand the reason is we were trying

to limit it to related items.

What's the revenue loss on that provision, if any?

Mr. Claude: On that unrelated item it would te
negligible revenue lost. That entity, in fact, doesn't
generate any taxable income right now. And, so, making it
non-taxable wouldn‘t really have any significant effect.

The Chzirm=2n: 2ut when Treasury acpeared they sent M¥Mr.
Chaptan to raise some objection this would favcr on2 group
over anothar group.

Is that correct?

Mr. ¥Mc¥ee: That is cerrect. The original draft of the
bill on the House side was much broader than the £final
agreement. The broader version had a significant revenue
cost and we had very serious problems with it.

As it finally emerged, it is simply a special interest

pi=2ce of lzgisiation that Wwould provide tax exempticn for one

particular group.
Mr. Brockway says not for income tax purposes, hut we

unierstand pvrimarily for access to lower postal rates.

ALCERSON REPORTING COMPANY. INC.
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The Chzirman: Does that give one grup an advantage over
others?

Mr. Mc{ees: Tertainly. That would give a groupr that the
internal ravenues service ruled in 1975 was not tax exempt,
would previde them with specizl tax exempt status, and
therefore give them special privileges.

The Chairman: What would be the cost 1f you extended it
to other like groups?

Mr. M¥zXee: If those rules were extended to other like
groups, the initial revenue cost we estimated was arcund §2
million. 32ut we thought that the ripple effact in terms of
groups attempting to restructure their affairs, would have a
significantly high=2r revanue cc¢st in 2ut y=ars.

I emaphacsize that that is the original version of the
bill, which as you suggest, i1f this one particular group
received special treatment one could expect pressure for a
much broader bill to come forward that would include
similarly situated taxpayers, which would then cover
organizations which do pay taxes and would have a significarnt
revenue cost.

We estimated that in the out years it could reach as much
as $100 million.

The Chairmans T urnderstané the concern of the particular

groupz, olus other groups who would like to use this as

= r

vepicle. Sut I'm fearful if e start adding unrelazed items.,

A

LDERASCON IEPORTING COMPANY. INC.




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

I can think of several who would like to join up. This 1is a
very important piz2ce of legislation.

Unless there is some objection I would move that we
report out the consensus package, giving the staff technical
drafting authority to draft the bill, and also approve an
identical Committee amendment with authcrization for the
Chzirman to offer such a Committee amendment to an
appropriate vehicle on the Senate floor at the apcropriate
time.

That doesn't mean that we can't explore that cne thing
that i1s still hanging, Put I think we shouldn't do it here.

Is there any objection to that, Senator?

Senator Wallop: I would seconi that. May I Jjust say as
Chairman of the sutcommittee that I very much appreciate your
work and particularly Senator Grassley's, and the cooperation
of Senator Baucus, Senator Jepsen and everybody else.

I woull r=231ly hope that given the importance of this
t+hing that the Chairman's advice would be heeded when we go
to conference, and kxeep this bill related to the subject
which is at hand. That's where the emergency lies.

The Chairman: Senator Pryor, do you have anything?

Senator Pryor: I have no comments, ¥r. Chairman.

Mr. Lighthizer: M-, Chairman, when we finally report
this bill we will alsc report out a waiver of the EBudget Act,

hecause technically this affects the 1984 budget, but it's

ALDERSON REPORTING COMPANY. INC.
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before the first budget ressolution. So vou need z time
wailver which ycu will have to report out at the same time.

The Chairman: Ig that difficult?

Mr. lighthizer: No, no. It's just a guestion of having
the Committee decide to dc it.

Senator Grassley: I would move that we amend the motion
to includ= that.

The Chairman: We have enough here to 4o the marking ug.
We just don't have enough her2 to report the bill. So we'll
set this aside temporarily. There may be other guestions.
Until it is disposed of it is still open for amendnment. I
think Senator long is cn his way on Reciprocity.

Senator Spectar asked me yesterday if we cculd bring up
the matter that was heard, I think, before Senator Packwood's
subcommittee. I asked Senator Long on the Senate floor if he
had any objection to that. I guess it violates the

fcrty-eight prcvision in the rules; is that correct, we

(Y
~

0

didn't giva ncti
Mr. Lighthizer: That is correct, ¥r. Chairman.
The Chairman: ¥aybs Senator Packwood would exrlain it.
I 4idn't attend that hearing.

kwoodis: This was Senator Specter's bill with

tu
]

Senator P

co-sponscr on legislative expense=s. We've

4]
n
w

Senator Long

be=2n throu ttle year in andi vear out. At the moment

LS
o)
ct
e
',.J -
U]
(e
"

ncusand living expense deduction we can take as

or

Wwe have a i3
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a matter of course whether or not proven.

Senator Spectsr and Senator Lcng's bill eliminated and
treat Yembars of Congress exactly as 2ny other taXpayer 1is
treated.

f you have more than one place 9f residence, you
determine #what yvour principle placs of residence is, and the
other you take as your not principle place of residence.

I think I can assure everyone that indeed because we
questioned Treasury and everyone else it will treat Members
of Congress exzctly like all other taxpayers are treated. No
better, no worse, nc different.

Senator Specter 1s guite anxious that we consider this,
and Senator Long is in agrsement with it.

Senator Danforth: #r. Chaircman, if I cculd ask a
guastion.

I haven't looked at this hut it seems to me that Yembers
of the Congress are not exactly like any other citizen.
Whare is our principle place of residsnce? Let me just give
you an example.

Let's suppose that a Senatcr has a home in Newburs,
Missouri and he spends mavbhe *en davs a year there, and the
rest cf the time in his home state traveling around the
state, stzyvying a; a variety of ccamunities. And that
Congress is in session a totazl cf, say, nine months out of

the vear during which time %the Senator 1s here with his

ALDERSON RZFORTING COMPANY., INC.
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family.

dhich 1s the principle place of residence in that

[l
rt
[

circumstance, 1s it within the home state, or is
Washington?

Senator Packwcod: In the fact situation that you give it
would probably b2 Washington, because you are here a majority
of the yvyear and this is where you Five.

There might be some Members of Congress -- Bob or
somebody correct me if I misstate the facts on this -- it by
and large depends upon where you live a majority of the
time. There could te some Members of Conaress that miaght
live literally in their home district more than half the
time, but they would have to be pretty clcse arcund here.

Senator Wallop: Would you yield on that, Senator?

Serator Packwood: Yes.

Senator ¥alloop: I thought it was my understanding of the
memos that came by on this that we wer= talking about making
it cossible for a ¥ember to elect. I would just have to say
that I'm vahemently oprosed to anything that would make me
declare Washington, D.C. my home.

Senator Packwood: You don't have to declare anvything.

Senator wallop: It would be declared my home whether I

di3d 1t or not.
Senator Packwocd: Tt would be declared your tax home for
curposes of bDuginsss =axrenses. The law is very clear that

ALDERSON REPORTING COMPANY. 'NC.
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you are a legal resident for purposes of representation and
for income taxes of the state that you represent. This has
to do with living exrenses only.

Senator Danforth: 1In vyour case, i1f the residence for
this purpose would be in Washington, and say you were back in
your home state ninety days of the year, then you would
deduct your food and your board and your expenses that you
personally incurred while in your home statz.

Senator Packwood: Let me say that this is Senator
Specter and Senator Long's bill, but that is roughly
accurate. I don't want to issue a carte blanche.

Senator Panforths If 1t Were ordinary ind necessary you
could deduct maybe FS0 thousarnd, $70 thousand, Jjust write
your own deduction. This is a write your own deduction
programe.

Senator Packwood: Again I'11l ask either Bob or the Jjoint
Committee to correct me. There is a limit beyond which you
cannot write your own deduction whether your home happens to
be Newburg, M¥issouri and your trying to write them here or
vice versa.

Isn't that correct?

¥r. Hardee: Senator NManferth, it's still subject to
being crdinary and necessary expenses. If they are lavish
then that wculd b= disallowed.

Senator Danforth: But ordinary and necessary is really

AL DERSON REPORTING COMPANY. INC.
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not a dollar zmount. I mean what couvld you run up for a
me2l, fcr =2xanple.

¥r. Hardee: You would be subject to the same tests as
businessman is in St. Louis.

Senztor Danforth: Would that be fifty dollars a meal?

Mr. Hacde=2: You'd have to look at all the circumstances
like any businessman would do if he's traveling cut of town
on bhusiness purposese.

Senaztor Danforths Suppose that you had a home in
Missouri, vyou spent ten days a year in it, but it was your
home, and it costs you $10 thousand, $15 thousand to Jjust
ke=2p the home upe.

would that be deductible?

¥Yr. Hardee: If you were using the home as a base on
which to meet with constituents, then vou would be entitled
to deduc+*t ten 365th's of the home excense.

Senator Danforth: And in addition to the ten 365th's you
would te able to deduct your meals andi you would te able to

deduct your -- say if you had a car there or your fuel or

If the reason that vou were there were to

£
n
.

|
w
ry
..
0]
Y]
IS

carry <¢ut vour senatorial duties, not gcing there on
vazaction. If yoa were meeting with zonstituents or doing
senate c2lz2ted Wwork.

Senaztor Danforth: Rut isn't that usually a mixed bacg

ALDERSON REPORTING COMPANY, INC,
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when you'r=2 out in your home state. Say you're out there and
you have dinner with your brother, and then you g¢ from there
to make a speech to some constituents.

It's a little bit hard, isn't it, to keep those records.
You'd have to keep elaborate records of everything that you
were doing in your home statee.

*r. Hardee: You would have to keep records not only of
personal time, but also political time, separating personal,
political and legislative.

Senator Danforths So vou would have to have a computer.
You would have to determine what is personal, what is
political, what is senatorial, if there is a distinction.

An2 then for that segment of it that 1is senatorial yocu would
have to determine what is an ordinary and necessary expense.

Mr. Harde=: It's the same burden that would be on
regular taxpayers though. If you have a taxpayer that is
coming to Washington on business and he brings his family, he
has the same proration problems.

Senator Danforth: But it is not the same. I beg to
differ witn you. This notion that a ¥ember of the Congress
is 1iXe2 anyboiry else is 3 factual error. There is absolutely
no similarity bhetween a tusinessman who travels, say, from
here to itlantz, Georgia, and goes there on a business trip
and stazys in hotel, from a Yember 2f the Congrzss who has

always considered his home state to be his home state, his

ALDERSON REPORTING COMPANY. INC,
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home bacse where he 3ac=ually resides, where his roots are,

]
oo ]
.

where he intends to ret:

3

Who has a number of different connections with that hcre
state. On=2 is to touch his politicazl bases, one is to do
constituent work, make speeches to organizations. Cne is to
frankly visit with friends and family and t2 maintain his
contacts.

It is an entirely different situaticn. Different not
only in quaintity of time spent, but also different in the
gquality of the time spent and the general relationship that
the individual has with his home state.

My view, “r. Thairman, is that -- I don't know if this is

the time to get to the meritse. If you want to know 1f there

"is unanimous consent to take it out of order, the answer to

that is no.

But my view is that 1f we are going to have any kind of a

)]

i

g}
D

deduction, I don't ca we have any deduction at all, but
if Wwe're going to have any deduction at all it has to be a
fixed amount. Somebecdy has to say here is a dollar amount
that we have decided, Congress has decided that you can
deduct.

But this notion 2f writ2 vour own deduc*tion, the sky is
the 1limit, take vyour own deduction, I think 1is Jjust
absolutely ridiculocus.

The Chairman: IT'm just making an inguiry; is there a

ALDERSON REPORTING COMPANY. 'NC.
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forty-eight hour rule?

¥r. Lizhthizers Yes, there 1is a forty-eight hour rule.

The Chairman: Thank goodness for that. We'll have to
put it on the agenda in an appropriate way. I wouldn't touch
it with a ten foot pole. I tried this one time, T've learned
the hard way that there isn't any way.

But Senator Specter did ask that we raise it and we have.

Senator Wellop: It's called raising a specter.

[Laughter]

The Chairmane Not bad for ten o'clock.

He'll notify Senator Specter that there is some
controversy over this. Yaybe we can put it on the agenda
next week.

Senator Chafee: ¥r. Chairman, I vwouldn't want you to
think this controversy is shallow. You only got to the first
man in the list here.

Th2 Chairmans I promised to bring it up. I kept my
pledge. And Senator Long, 1f he would like‘to raise it
again, we'd probably have to do it next week.

Senator Chafe2: Make sure he has plenty of time the day
he wants to> raise it.

The Chairman: I get the message. We'll put it on
with-hclding.

(Laughtar]

That will kxill repeal c¢f that, I think.
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I wculd Jjust indicate to Yembers because I know there is
a little interest in the withholding repeal effcrt. We mnet
with Don Regan this morning at 7:30C; Senator 3Zaker, nvself,
Chairman Rostenkowski, Barbara Xonible, a representative from
the Sgpeaker's office, and Rob Y%ichel.

And they've issued this resport which will be released
about 10:00 this morning. They've made a number of changes
that I *hink a2dir=zss some of the r2al concerns the banks have
indicated they have. And we would hope this might ease that
jiscussion. I'l11 put a copy in the Cocngressional Record.

Wwhat can we do now that we're waiting for --

Mr., Lighthizer: ¥r. Chairman, we can go through the --
to the ext2nt that vou want to -- the charts in the Budget
Book, so that when we have eleven we can agree to the Budget
letter in the normal forme.

The Chairman: Is there a budget letter drafted?

Mr. Lighthizer: What we would propose is to use the sane
form as wWwas agreed to last year. Which is in the back of the

blue book. It starts on pag=s 27. What it does is it Jjust

W

says that the Committee will agree to the same deficit
reductiosn aumbers as thz Presiient has in his budget, but it
may dc it more on revenue, more on spending, more through
some 3Aifferent combination, and doesn't necessarily agree

with anv of the programatic changes reccmmended by the
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This is the way we've dcne it since I've been here, and

Mike tells me really since 1975, since the first one. This
paragrarh on 97, which is the last fuvll paradrazph was added
last y=2ar to the latter. Which makes it even clearer that
we're not making any specific program recommendations.

The Chairmana: I understand the letter Jjust to comply
with the Budget Act provisions; 1is that correct?

Yr. Lighthizer: That's correct, Yr. Chairman. The

Budget Act requires us to do it.

The Chairmans: Does it have any r=2l meaning?

Mr. Lighthizer: That's really a question for the Budget
Committee. It doesn't have any binding effect on us. The
effect it has is a guestion for the Budge*t Committee to
decide.

The Chairman: Is that right, ™ike, as far as being in
accord with preavious policy?

Mr. Stern: I wouldn't want to downplay the importance of
the process.

The Chairman: I mean as far as it's consistent with the
same letter Wwe usa2d to submit.

¥r. Stern: VYes, sir.

The Chairman: We could prchadbly go through that if that
is nec=ssary.

¥r. Lighthizer: The material 1is available.

Senator Pryor: ¥r. Chairman, may I ask a guesticn at

AL DERSON REPORTING COMPANY. INC.
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this point? 3t some point in the procseding I will have an
amendment reliztive to what Bob may be discussing there.

I just wanted tc make certain that I understand what we
are doing at this point. We're not about to vote or anything
momentarily on this; we're just going to go thrcugh it; is
that correct?,

The Chairman: Right.

Senator Pryors I would like to resserve the right to
offer an amendment at the apporopriate time.

The Chairman: Why don't vyou guickly go through whatever
you have in front of you right there.

What is that?

¥Yr. Lighthizer: These are the charts that are in the
blue book. The blue book has these charts. We put them on
individual letter-size pages, so it's a little easier for the

Members to look at. The charts r=2ally summarize what this

budget letter dces.

The Chairmans: I see.
Mr. Lighthizer: The first chart says what we're supposed

to send to th= Budget Committee. Anéd that 1s, our views and

estimates on expenditures, revenues, taxes, benefits and the

hart lists eccnomic assumptions that

-3
o o
()]
n
(]
(B}
Q
]
(&7
0

obviously dictzte the spending and tax levels. They are

rizht out >f th=2 Presidant's budget. Ye put in the letter
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that we don'* necessarily endorse these economic assumptions,
but we have %2 have some economic assumptions, so we use the
ones that the President has in his budget.

Chart number three is really a table of contents for all
th=2 other charts. What 1t doss is list the major programs
within our Jjurisdicticn.

our is the cash benefit social security

re

Chart number
trust fund current law status.

Chart number five lists the effects on the cash benefit
programs of provosed legislation in the President's budget.
Th principle item here, of course, are the compromise in the
national commission.

Chart aumb=r s1x lists unemployment compensaticon. And it
gives both present law and the proposed extension of federal
supplemental compensation, the $1.9 billion.

Charter number seven provides the same information for
the welfare programs for families which are within our
jurisdictisn. It gives both present law numbers for 1983 and
1984, and the =2ffect of prorosed legislation.

Chart aumber =2ight is the same thing for Social
Services. And there is no change in Social Services.

Chart number nine is the szme thing, present law
expenditur=as za2nd proposed changes in supplemental security
income.

Chart number ten provides the present law costs under
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Chart number 2leven is that information £for

health programse.

And in chart number twelve we have the cost effects of
proposed legislative changes that is in the Administration’'s
budget.

Chart number thirteen is revenue sharing and interest 1in
tha publicz jebt.

Chart number fourteen is present law revenue estimates

using the econcmic assumptions in the budget.

The next chart that we have 1s not in the blue book. And

the next chart that you have in that packet in front of you
sums up what we are requested to do on the spending side by
way of savings for each of the next three years in the
President's btudget by categories; social security, medicare,
mediicade, AFDC and child support, suprplemental security
income and unemployment compensation. So it just sort of
sums up the spending side.

Chart number fifteen is the changes in the revenue side
0f the ledger. On chart number fifteen there is a change in
the social security line where the numbers are somewhat
higher than the numbers that are on chart fifteen. They are

just diff=cr2nt =stimatas. Ths program hasn't changed. Thevy
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The new numbers are $8.2 billion in 1984; $5.6 billion in

1985; and $8.¢ >-illion in 1986.

There is no change in the program that is described.
It's just different economic assumptions.

Chart number sixteen provides present law levels of tax
expenditures. The Budget Act requires us to provide this
information in our March 15th letter.

Senator Chafesz: Could you go back one minute, 3ob.

Chart fift=2en is the taking into account what the President's
proposals are.

Is that right?

Mr. Lighthizer: Yes, sir.

Senator Chafee: The costing of thcse?

Mr. Lighthizer: Y=s, sir.

Senator Chafees Now wﬁat vou're saying is that these are
going to be incorporated in the letter that we're sending.

Mr. Lighthizer: What we will say, Senator, is that we
hope to be 2ble to get a revenue number, a bottom line
revenue change from current law number, the same as the
President has in his budget. Although we do-have a paragraph
in the letter which says we nzy not do it on the revenue side.

Senator Chafz22: That's the same letter we wrote last
YeZC.

Mr. Lighthizer: Yes, sir, that's correct.

Senator Chzfes: Why are we reviewing these charts nove.
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I just noticei that vyou got your tuition tax credit there c¢n
chart fifteen. This is ccsting out of the President's
proposals.

Mr. Lighthizer: That 1is czcrrect, Senator.

To the extent that the Committee is making any
commitment, it is Jjust 3 commitment that we'll reduce the
deficit when ycu consider revenues and spending by as much as
thz Prazsiient.

But we're not necsssarily endorsing any of these
programs. And, indeed, the letter is quite specifiic that
we're not 2ndorsing any of them.

Senater Chafess: Thank you.

Mr. Lighthizer: Number sixteen is tax expendituras which
we're required to give.

Chart number sevent=sen, the £in3l chart, is just the
effect on the debt limit. Which is just a calculation based
on the econcmic assumptions.

That, ¥r. Chairman, is the summary of the blue bock and
of the charis Zfor the ¥arch 15th letter to the Budget
Committee.

And, as I said, on page S7 is a copy of last vear's,
which I would zask the Committee to focus on the last full
paragraph >n ga3j2 97, whizh sums up the extent to which the
Committee is committing itsel?s in this letter.

This wa3s 3 para h which was zdded by Seratcr- Dcle and

]

L2

g
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Senator Long in the Committee last year. It just makes it
clear that we're not committing tc anything specific with
respect to programatic changess in this letter.

Senator Durenberger: £r. Chairman.

The Chairman: Senator Durenberger.

Senator Durenberger: I don't kncw if I'm interrupting
anything, but I wanted to alert you and my colleagues to the
fact that I will be making a proposal, I think, first befcre
tha appropriate subcommittee and than to all of you as we
wrestle with the budget for some changes in the revenue
sharing program.

It would also involve a change in the deductability for
state and local taxes, which we discussed last summer. Tt
turns out to be an effective wash one way or another at 36
billion in effect going to a state government'as a
reinstitution of stitz2 r=2venue sharinge.

It's fixed as a percentage of the federal income tax at
two percent. And it's funded by a limitation on the
déductability of all state and local taxes at one percent of
adjusted gross income.

In oth=sr wcrds, they get 2 deduction like in the= medical
deduction for everything over one percent of their combined

Ocal taxes.

(=]

state and

I rais2s it now not to debate the issue, becazuse it mayvy be

8]

perceived as relatively complicated, but only because there

ALDERSON REPORTING COMPANY. iNC.
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is a lot of merit both to us and to state and local

4]

i

o take a look at that additional way of

jov
Q)
or

government £finarn
providing revenue sharinge.

The Chairman: It wouldn't zhange our letter in anyway:
would it?

¥r. Lighthizers No, Mr. Chairman. It need not change
the letter. It would be reflected, presumedly, in the same
totals.

The Chairman: Senator Long.

Senator Long: I for one at some point want to suggest
that during this session while it is needed, that we increase
revenue sharing by about fifty percent.

If you want to provide some Jjcbs, simply putting some
money with all these ccunty officials and mayors, tc send a
commission of counsels around the United States, that you'd
get a better run for your money with *hat and without
creating 3 new bureaucracy than you would by doing some of
the things that are in that House passed bill.

I wouli hore that at some point that we would be able to
pursue that. I d4on't want to he foreclosed from that. For
those who are =o disposed I would hope that we would at least
leave that option open one way or the other. Now how we're
going to do it, I don't know. I'm willing to be flexible
about it.

I'4 1like to =sk the Chairman; do vou foresee that we can

ALDERSON REPORTING COMPANY. INC.
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somehow accommodate that within the recommendaticns we'll
have?

The Chairmans: We've discussed some about it, if we can't
increase the funding w2 zould accelerate it, put more money
into the 1983 portione.

Would +hat accommodate Senator Long's regquest?

Mr. Lighthizer: TIf it effects fiscal year 1983 T don't
think that would be effected by this. Your recommendations
only effect fiscal year 1984.

Senator Durenberger: It isn't really anything that we
have to legislate. The President has authority now to make
those payments at anytime in the gquarter.

Since it started the payments hava always come at the end
of the guarter rather than at some other people. So, in
effect, the President himself could just sign an order
sending them another billion iollars. And we wouldn't be
violating current law.

Senator Lonys: You mean the 1983 money.

Senator Durenberger: With the 1983 money.

Senator Longs Of course we would have to put in some
more money, but that would be part of the 1983 budget.

¥r., Starn: That's right. Whether you do it through
acceleration or in additional authorizaticn, if ycu're

talking about fiscal year 1983, it wouldn't effect this

particular letter that you're sending to the Budget Committee |

ALDERSON REFORTING COMPANY. INC.

100 VIRGIMIA AVE 3V . YASHINGTON. D.C. 20024 12CDy =




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

now which is in fiscal year 1984.

Senatzsr long:s I guess some of that would probably be
ne=ded in 1984; wouldn't it?

Mr. Stern: It depends on when you have in mind getting
the money out. If you Wwanted to get the money out before
October 1st, then it could be done entirely in fiscal year
1983,

Senator Longs Just in the event that it might be
na2cessary in 1984, I just want to alert the Committee that I
might want to be offering an amendment or supporting an
amendment along that line.

I think we may have to do something. At leas*t it might
be to ocur advantage to do something like that, esrecially
when we consider the alternatives. I just thirk that that
program which came ocut of this Committee is one of the most
efficient ways you can go with dealing with your objectives.
You've got 3 formula which is fair, and I think it makes
better sense than the formulaz from the House.

I'm not sure how they arrived at theirs. I've read scne
o2f the accounts ébout how it was done. It looks like
something that was pretty arbifrary.

The Chairman: Fverybody o0t 2 piece.

Senator Long: 4dell, everybody who got in on the deal got
a ciece, let's put it that way.

The C irmane I agree with Senator Long, we already have

o g
)
[
Al
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the structure in place, too. We're not creating another
bureaucracy; we're Jjust providing additional funds. And
that's an area that we have an interest in.

Senator Long: I want to raise one other point if I
might, Mr. Chairman, and Xembers.

First I want to apologize that I was late here. The
Governor of louisiana, a 3good man, Republican by the way,
wanted us to meet with him, the Louisiana delegation, to talk
about matters o5f special concern to louisiana. Since I was
hosting it I couldn't get here in time for the beginning of
this meeting.

On this welfare area we hz2d agreed, I believe it was last
year, to an amendment that we made into law, and it states
that the states would have more flexikility than octherwvise
would be tha case with r=gardi to the work effort.

The idea bein¢ that they could pay people to work rather
than just 7iving them a grant and requiring them to do work
after the fact.

By thought is that it makes a lot better since when
someonz2 com2s in to simply give them a check for one time,
just a one time check, to say that this will hold you for the
first month until you can earn your first paycheck. And so
we'll give you a check, 2 one time grant, just one payment,
and after that you'll earn your money.‘

You'll work a certain number of hours and you'll be paid

ALDERSON REPORTING COMPANY, iNC.
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for the work that you do. That way it in effect makes it a
legitimate prorer job to pay them for a certain number of
hours of @ork rather than to simply requir2 that they work it
off.

Now that provision also said that they could have two
levels. That they could have one la2v2l of payment that
people would get if they chose not to be involved in a work
effortiat all. Another level of benefit they would get if
they did.

And while the states have not availed themselves of it, I
think one of the big reasons is that they‘ve been led to
believe that they'll be sued by the National ¥elfare Rights
people and 2ll that. It seems to me +hat that's additional
flexibility that ought to be available to the states when we
mandate these work requirements.

In oth=r words, prior to this time the required had been
voluntary. If you're going to mandate it, I think we ought
to continue the £flexibility that's in the law, which this
Committee voted.

We support the continued flexi>ility that the law now
provides on most o5f this Committee.

The Chairman: That again would not affect our --
Lighthizer: Mr. Chairman, that would be accommodated.

¥r.

The Chairman: I want to reccanize Senator Prvcr in Jjust

a minute.
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We have a guorum now, 1f we might report the nominations
o0f Margzaret H2cklar tc be a Secretary of H.H.S, and John
Svahn to be Undersecretary.

I assume we éhould have a rell call vote on each of
those, starting with ¥s. Heckler.

Senator Pryor: M¥r. Chairman, on the nominaticn of Mr.
Svahn, I have a vary short statement as to why I w#ill not
support his nomination.

Should I do that now?

The Chairman: Fine.

Senator Pryor: Or would you prefer me to insert it?

The Chairman: No, I think it prrobably be good reading,
but I mean I would 1like to hear it.

Senator Pryor: I will Jjust summarize it, if T =ight.

Mr. Chairman, we Jdid have a hearing on Mr. Svakn, as you
know, on Friday. And it’'s my opiniosn after the hearing, a
perception that I had at least, I cannot speak for any of my
colleagues, nor am I encouraging any of my colleagues to vote
against ¥r. Svahn.

But it was my perce tion after the hearing that, one,
Yre., Heckler, is a very very fine person, a former colleague
of many hours in the House, that she will actually head the
Decartment of H.H.CS..

Jut the man that is going to run the department is John

Svahn, Mr. Svahn. I feel that in Friday‘'s hearincs basically
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w2 really produced a number of very evasive answers from Mr.
Svahn to some very srecific guestions about his
administrative gqualifications as the Social Security
Aédministration hezd.

For example, he t2stified he did not know of certain
memos as to the policy of Social Security Disability EBeview
issues written by his own people.

My point is this, if he 4i3 not know of these memos, I
think it demonstrates his own negligence or his own lack of
administrative ability, and if he did know of those policies
and confirmed those policies, I think there was certainly a
manifestation by these memos that he demonstrates, or his

people at least demonstrzte in my opinion a zallous disregard

3

to the human misery suffered by thousands of people cut off
from disability and stripped of human dignity who simply
cannot find a job tocday in todzy's economy.

I do not feel that “r. Svahn actually demonstrated, I
think, th2 sensitivity to the human elements involved not
only in the disability review process, and I also feel that
in his denials of thcse and targets of numbers of individuals
who should be cut off from the disability rolls, I think he
indicated there that he was basically a man lacking in
Xnowledge of the wholz process in a process that 2ffected the
lives of literally thousands and thousands of 3mericans who

shiculd not have b2en taken from the disability roll.
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I want to state, Yr. Chairman, once again without
reservation, I 452 not suprcrt the idez of one person drawing
disability if he doces not deserve it.

On the other hand, I bhelieve, Mr. Chairman, and my
colleagues, that if ¥Yr. Svehn wanted to be the administrator
of the Gen=zral Servicas Administration buying desks and file
cabinets and refrigerators and tyvewriters, I think that
would be fine.

As far as running the Department of Human Services, I
just see a lack of human compassion that must be, I think,
defined with beinzy 3 gualified administrator.

For this reason I will not support his nomination.

The Chairmane I appreciate that. I've asked ¥r. Svahn
to visit with you personally.

Senator Pryor: We visited this morning by phone. I also
told him I was sorry to had to askX those embarrassing
gquestions in front of his beautiful family, but he brought
them here and I had no choice.

I also told him that I was going to send their beautiful
young children 3 dart board with my picture on it and maybe
they could relieve theilr frustration by throwing darts at
it. And I would understand that because my children, I know,
growing up having a father in the public life, they'd like %o
have some dart boards, I would imagine.

That's part of it. And T did aipologize to him for that.
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I think he's a good man, but I just think he =-- I really

think he either lacks the administrative ability or the human

cocapassion to run

Human Services in America. And I think

that's what we're getting into with his nemination. That's

why I oppose it, ¥r. Chairman.

Senator Packwood: Mr, Cheirman.

The Chairmans

Senator Packwood.

Senator Packwood: The staff was very good in getting me

the transcript of the hearings last wa=k. Ani I must confess

I have not finished reading them.

I vas a3 bit alarmad about Peggy UYackler's statements

abcut overturning the Supreme Court by legislative fiat. And

as I have not vet finished reading that transcript, I'm going

Senator Packwood: Pass.

Mr.

this amcrning on that nomination.

Chairmance

nonination.

Lighthizer:

Lighthizer:

Senator Roth:

Ar.

Senator Danforth: Aye.

Lighthizer:

Lighthizer:

Wi1ill the Clerk call the roll first

"r, Packwood.

¥r. Roth.

Aye.

Yr. Danforth.

¥r. Chafee.
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1 The Chairmans: Aiye.

2 ¥r. Lighthizer: Yr. Wallop.

3 Senator Wallop: Aye.

4 Mr. Lijhthizer: Mr. Durenberger.
5 Senator Durenberger: lye.

6 ¥r. Lighthizer: Mr. Armstrong.
7 [No response]

8 ¥r. Lighthizer: ¥r. Syamms.

9 Senator Symms: Aye.

10 Yr. Lighthizer: ¥Yr. Srassley.
11 Senator Grassley: Aye.

12 ¥r. Lighthizer: ¥r. Long.

13 Senator Long: Ave.

14 Mr. Lighthizers: ¥r. 3entsen.
15 [No response]

16 Mr. Lizhthizer: Mr. ¥atsunaga.
17 (No response]

18 ¥r, Lighthizer: ¥r. Moynihan.
19 [No responsel

20 Mr. Lighthizer: ¥r. Baucuse.

21 Senatcr Bzucus: tye.

22 Mr. Lighthizers M™r. Boren.

23 Senator Boren: Aye.

24 Mr. iiqhthizer: ¥r. Zradley.
25 Senator Rradlay: 31ye.
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Mr. Lighthizers:

¥r. Yitchell.

Senator ¥itchell: Avye.

¥r, Lighthizer

Senator Pryor:

¥r. Lighthizer:

The Chairmans

¥r. Pryor.
Ave.
¥r. Chairman.

Ay=a.

And the absentees can be recorded.

Mr. Lighthizer
The Chairman:

Mr. lLighthizer

"The Chairman:

Now Mr. Svahn.

Mr. Lighthizer

Fifteen to zero, ¥r. Chairmzan.

The ayes with fifteen.

Ther2 1s one pass.

38

One pass. And the others can be recorded.

Yr. Packwocd.

Senator Packwood: Aye.

Mr. Lighthizer:

Mr. Roth.

¥r. Danforth.

Senator Danforth: Aye.

Mr. Lighthizer

Senator Ch==fee

¥r. Lighthizer:

The Chairman:
¥r. Lighthizer
Senatocr Walloo

Mr. Ligzhthizer

¥r. Chafee.

Aye.

Mr. Heinz.
Eeinz, aye.

¥r. Wallop.

AYe.

]
<
]
D
o]
r
®
8]
18]
[{¥
"
L]

Yr.

ALDERSON REPORTING COMPANY. INC.

200 VIRGINIA AVE., S\, WASFINGTON. D.C. 20024 (20

2

} 584-2



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Senatosr Durasnterger: Avye.

Mr. Lighthizer:

[§o respcnse]
Mr. Lighthizers
Sernator Symms:

¥r. Lighthizer:

¥r. Armstrong.

Yr. Symmse.
Aye.

Mr. Grassley.

Senator Grassley: Aye.

¥Yr. Lighthizer:
Senztor Long:
Mr. Lizhthizer:
{No response]
Mr. Lizhthiz=r
[No response]
¥r. Llighthizer:
{No respcnse]
Mr. Lighthizer:
Senator 3Baucus:
¥Yr. Lighthizer:
Senator Borens
Yr. Lighthizer:
Senator EBradley
Mr. Lighthizer:
Mr. Yitchell:
Mr. Lighthizer

Senator Pryor:

Mr. Long.
Ave.

¥r. Ba2ntsen.

: Mr. Yatsunaga.

¥r. Moynihan.

Mr. Baucus.

No.

dr. Boren.
No.

Mr. %radlevy.
: iye.

¥Yr. Mitchell.

No.

: Mr. Pryore.

No.
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Yr. Lighthizers Mr. Chairmane.

The Chairmean: Aye.

Yr. Lighthizer: Thirteen to fcur, ¥r. Chairman.

Thea Chairman: Those nominations will be reported.

Senator Long: Senator Bentsen should be recorded for
¥rs. Hecklar as well.

The Chairman: If we cculd go ahead with the ZReciprocal
Trz=de and Investmant Act.

Yould you like to move that be revorted?

Senator Danforth: VYes, I would --

Senator Long: Let me just make it clear that I just
object to the use o2f the tsrm reciprozal on this measure
because I think that we need that reciprocity hut this
doesn't acnievs 1t.

But the Committee reported forward in this fashion and if
the Senator wants to insist on reporting it vyou can just vote
me down on that aspect of it.

Senator Danforth: Do you have an alternative name?

Senator Long: It would be =sasy enough to find one.
There 1s no problem there.

Senator Danforth: Pardon.

Senator Long: It wculd be easy enough to £ind the wvwords
to do it.

The Chairmzn: Co vou have a suggestion?

Mr. Lang: Last vear, Senator, at vour reguest ani
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Senator Danforth's, the staff did draft up an amendment
dealing with thz titlz2 and changed thes title, I believe, to
be the Trade and Investment Act of 1982,

That amendment was never offered and was never considered
in Committ=2e, but it was drafted as a possibility.

Senator Long: If we did that we would need to remove the
word reciprocity where it appears in the text. You've got a
whéle lot of other words that I don't object to.

But I just object to using recipreocity here. I Jjust
don't regard this as being reciprocity. I think that the
Senator started out for reciprocity, but by the time the
Administration got through with it there was very little
reciprocity left. That's why I think that it shouldn't be
here. gut if vyou'r=2 willing to do that then it's alright
with me to report the bill and I'd vote for it. .

Senator Danforth: You mean just by dropping the one word
from the title?

¥r. Lang: I think Senator Long was saying also that the
word would be dropped the othar places it appears in the text.

Senator Danforth: it is my understaﬁding it does not.

Hr. Langs It doces appear at several points in the bill
as a ra2fer=2nce to the titls of the bill itself. There is a
title section in the bill, and there is a sectiocn at the end
of the Dbill where it arpears.

In addition, Senator Long, last yvyear you also had us

ALDERSON REPORTING COMPANY, INC,
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draft a provision that would have removed the chrase
"substantially equivalent competitive cpportunity" from the
list of purcoses of the bill. Becausz that was a formulation
that had been asscciated Wwith the concept of reciprocity.

And since ycu felt that the title of the bill should be
changed because the bill didn*t contain the concept of
reciprocitr, you felt the concept cught not as well to be in

the purpose of the bill since it wasn't carried -- in your

view was n0t carried out in the body of the bill.

Senator Leng: I understand that. But if vou just drop
the reciprocity.

Senator Danforths: As I understand? it you can change the
title of the bill without -- I mean what the bill does or
doesn’'t 4o is a natter of discussion or disagreement. But as
far as the title of the bill is concerned you can change *he
word ian th= titls of the bill without any substantive effect
vhatever.

¥r. Lange The substantive legal impact would not be
changed of whatever the bill savs. Whatever the body of the
bill says would not be changed by what the title of the bill
savs.

S Danforths: Mr. Chairman, of course I like myv own

]
joo
fu
t
O
LB |

name bstte than the changed name, but I suppose if Ann

o}

Gorsch can change her name so can 1.

[Lavughter]
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That would be accaptible to me.

The Chairman: Any objection to reporting the 2il11?

[No response]

Without objection the bill will be reported with that
change.

Mr. Hacrdee: ¥r. Chairman, there are ons or two very
minor technical corrections, like dropping the date 1982 from
tha bill ia various placss that we nes2d to make, if we could.

The Chairman: Is there any objection to giving the staff
authority to make those technical changes before reporting
the bill?

Mr. Lang: M¥r. Chairman, Jjust to be clear. The amendment
that's just been agreed to would just change the title of the
bill, not the purposes.

The Chairman: Right.

Is that your understanding?

Senator Danforth: Just drop the word.

The Chairmans And if there are other areas we ought to
work out, maybe we can work it out between now and the time
the till is brought up. At least that takes it out of the
title.

¥r. Lang: Very well.

The Chairman: The consensus PIK bill, T think, has been

explained and Senator Grassley explained it and Senator

=g

Baucus says he has no objec+tion.
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Senator Grassley moves to rerport that bill. Senator
Wallop seconds that motion.
Is there objzction to doing that?

{No response]l

Again, if there are any tachnizal changss that need to bve

made w2'll approve it.

¥Yr. Lighthizer: ¥r. Chairman, as I understand it, the
Committee has agreed to report on an original bill, the
substance of which Senator Grassley described, and a
resolution to the Budget Committee for the budget.

The Chairman: That's ccrrect.

And that leaves us with th2 S2nat2 Finance Committee
¥arch 15 letter to the Senate Budget Committee.

Senator Grassley: Before we vote on this letter, I want
to make a comment.

The Chzirman: Yes.

Senator Grassley: Can I do that now?

The Chairmans Sure. Wait a minute.

de've taken care of the PIX tax biil and the Recirrocity
8111,

Senator Boren: That's has the state tax provision in
that also; doesn't it?

Senator Grassley: Yes, I clarified it tcdav. The
Department of freasury has put dsut a memorandum that will

otherwise correct the situation. And, so, our legislation

ALDERSON REPORTING COMPANY, INC,
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encompasses the concept of th2 language so that they will be

2ly restates the law.

=]

e

il

parallel., It

Senator Eoren: Right.

The Chairman: And we did raise for Senator Specter his
proposal. <Fut tha2rs was considerable debate and we decided
to delay that for another date.

That btrings us back to the final item of business. That
wvould be the latter. I think that both Senator Grassley and
Senator Prvor want to be heard on thatf

Senator ?ryor had asked for recognition eariler.

Senator Pryor: ¥r. Chairman, T have a mction as it
relates to some of the figures in the projections, the
assumptions of revenue.

If I might state the motion. I offer this motion on
behalf of Senator Boren of Oklahoma and myself.

The motion is, I move that the revenue estimate be
revised to eliminate any increase in receipts based upon the
ten percent inter=st withholding provisicns adopted last yeare.

Mr. Chairman, basically this mction, I think, represents
reality. And T think the reality of our situation with
regard to the ten percent withholding issue is that I
Sincerely f=2el in spite of your gallant effort, Mr. Chairman,
and others, I sincerely feel that we're going to be faced
with a repezl of this matter.

There arz2 30% House sponsors tosday of repeal legislation

ALDERSON SEPORTING COMPANY. INC.

400 YIRGINIA AVE. 3.\V . "WASHINGTON D.C. 20024 (202) 554-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

4e

of one foram or another in the House. There is now a
discharge petition being circulated in the House cf
Repressntatives.

In the Senzte almost one half of the ¥embers of our body
are in the position right now, or on legislation of --

Senator Llong: It is now one-half, Senator.

Senator Boren: It's 5l1.

¥r. Pryor: The last count I had was u48.

Senator Longs 1 belisve the last count would show that
between the two combined bills, if you just take sone
Senators on one bill but not on th2 cther one, but if you
take all of thcse vho have sponsored one bill or the other,
it*'s a majority of the Senate now.

Senator Boren: That is correct. Senator ¥asten and I
had a meeting ya2sterday. 3ind between our bills we now have
51 co-SpONsSors.

Senator Pryor: I'm very proud that you have brought me
up to date on those figures. I think once again those
figures indicates, M¥r. Chairman, that the real wocrld of
reality is that wa2're facing repeal fo the ten percent
withheolding.

I would Jjsut like not to engage in any sort of budgeting
by mirrors, or whatever, and Jjust accept the facts of 1life
that these dollars are not going to be here.

To begin with, T don't Xnow guite how these figures were

ALCERSON REPORTING COMPANY. \NC.
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arrived at; I won't argue that. Nor am I prepared to discuss
the merits or demarits of the ten percent issue.

But I do offer that motion, Mr. Chairman.

Senator Danfbrth: Mr. Chairman, can I inquire; how much
money was that?

Senator Pryor: $800 millicn estimate of the remainder of
1983. That's because it would trigger in July 1st and go
until October. If you want tc go to 1984 it would be an
estimat2 of $5.8 billion . In 1985, ¥4 billion; 1986, Fu.6
billion; 1987, $§5.€ billion.

Senator Danforth: What would this be, an amendment to
the letter that you're offering?

Senator Pryor: It would bte an amendment, Senator
Danforth, to the ultimate figures as the estimated revenue.

Senator Danforth: That that revenue loss, if this repeal
were-accomplished, would not be made up by some other revenue
increase.

Senator Pryor: th pursuant to my motion, Senator
Danforth. That is correct.

Senator Danforth: It would just add increase in the
deficit.

Senator Pryor: It would be taking estimates, especially
estimates in the 2ut years, estimates that $5.8 billion in
1984 would not be coming into the Treasury.

New if you want to call that 3ad3ing on to the deficit, I
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don't necessarily call it that. I think what we've got to do
is face reality and stop basically *rying to anticipate this
money. Because it's my orinion that this money is not going
to be here, and we might as well face that fact of life at
this point.

Senator Danforths: I just wanted to know if we should
build into the la2tter someway toc make that up. T mean that
would be just great if we can sit around and say, well, let's
reduce tax revenues by this amount or that amount without
either offsetting increase in revenue or increase in
expenditures.

Senator Pryor: A personal pcsition I have, Senhator
Danforth -- I'm not offering this as a motion =-- btut should
we defer the thirl year of the tax cug, it would -= Jjust the
remainder 5f this year it would be §$7.5 billion new revenue --

The Chairman: If you def=r the tax cut you satisfy the
bankers; is that what you‘'re --

Senator Danforths: Pardone.

Senator Pryor:¢ The third year of the tax cut --

The Chairman: Let me address this. I don't think it has
any impact but this must be the first opening in the gzame on
withholding. I don't think withholding is going to be
Cepealed.

And I think you're going to find a number of banks who

are changinag their position based on their work with
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Tr=asury. There is a relesase which I've tried to make
available to everybody today inéicating seven changes that
Treasury has agreed to, Administrative change, that will
satisfy the real\concerns of the banks.

Now you can't justify other concerns that this mail
campaiyn and things of that kind, but I'm not willing to
start changing the revenue figures unless you want to recoup
that with a minimum tax on banks, or some other tax on banks,
to replace that amount.

We could probably in a day or two come back with a
substitute if you want to -- we Jjust won't agree to any
letter today -- we'll meet again later this week.

It seems to me that if we're going to start playing the
amendment game in a letter going to the Budget Committee,
I*'ve got several amendments that I could offer that would
change revanue figures. I hope the motion will not be
offered, but if it is then we'll have to figure out a counter
offer of some kind in the next day or so.

Senator Grassley:- ¥r. Chairman.

The Chairman: Senator Grassley.

Senator Grassley: I°'Z like to ask the Senator from

Arkansas, you know on the one hand it might be alright to

Aargue whether or not we oucht to have withholding. And maybe

that could be a responsible argument.

But in-cumbhent in your vosition would be what I would
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consider an irra2sronsible position. And that is that in this
revenue that vcu're estimating, we're going after the fifteen
percent of the interest income that has never been rerortzd
for taxation, either Ltecause people are dishonest or they
just forgast it.

You know, on the one hand you can talk about, well we
shouldn 't have the windfall, which we wouldn't have if ve
iidn't hava withholding.

But it dcesn‘'t sound to me like we can sit here and vote
on something, ncr do I expect a responsible person like you
would propose that we not do something to enforce existing
laws to get at the fifteen percent that people don't pay
taxes 2n.

Because remember, don’'t lcok at this interest withholding
in isolation. Zec2use it was only part of a »ill that went
after fifteen percent of the interest income that isn't
taxed; elesven percent of the dividend income; =2ighty-five
sercent of the tip income; forty-four percent of the capital
73ains incones; 3 vast array of corporate instruments that we

kxnow that aren't taxed that this bill gces aiter that income

And, soc, we'v2 got to go after that fifteen percent

income. And vcur moticn wouldn't provide for that.

Senator "or s Sznator Grasslsy, 2y moticn accepts 13

fact of lifsa, ainéd I think tha+ that's what we have to do in
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th=2 budgetary rcrocess, to accept the realistic facts of life
that we're about to see repeal of the ten percent wi*hholding.

And, s=2condly, that we talk about financial institutions,
and the Chairman talks about*t banks, working out scmething to
satisfy the bhanks.

T don't lcok 1t this 2s a bank issue. The banks can
absorb whatever new costs are going to be involved here. But
I think this is a matter between the saver and the IRS. I
think that is where it should rest.

I think that my motion is a responsible motion btecause it
lo2s not play tricks with the budget. It accepts what is not

going to ba there if we estimate *that these dollars are going

19 ]

to be there, especially in the out years.

T think it is 2 recsponsible amendment.

Senator Grassley: Even though I've had lots of letters
Just like everybody else has had on not having withholding,
you knocw, I've never had anybody say to me we shouldn't
collect taxes due. Particularly upon peopla2 who have
interest inceme as opposed to pecople who work for a living.

The honest men and women who are wWworking pay nine*y-nine
percent of their tax due. You ¥now, you're talking about
maybe we could do away with the third year of the *ax cut.
That's raising the tax on thos2 working men and women that
Are peying that ninety-nine percent, that are honest

taxpavers.
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So what ar=2 w2 going to do atout the fifteen percent who
aren't honest as a result of that. He've got a
resconsibility to go afiter that.

Senater Long: Mr. Chairman.

The Chairman: Senator Long.

Senator Long: T believe that we ought to make it clear
that -- you'rs going to vote on this matter. And until such
time as thz Senate votes on it you're going to have to keep
on voting 2n it.

I don't care how many substitutes vyou want to cffer for
it, how much delay, or how much you want to do all these

arliamentary things that can bhe done, especislly if the

(o]

pr2siding officer wants it that way.

W3

I don't care how much of that vou do. You're not going
tc escape the issus. Tha2 fact is if that this measure passes
Senate by an agreement of the majority on the Committee that

th

1}
[95]

vere 3oing tc do this thing, when it came +ime *to do it

had defections right then and there and it didn't even

o
—y
D

tq

carry in the Committee Room.

sut ' than, of course, the zhairman was able to persuade
his reople to get back atoard, pick ur a couple of votes on
our side of the azisle, and then they would take i*t to the
floor, and then on the floor we had a vote on it. Tt carried
DY one vote.

“ow take 31 lock and see how the absentees would have
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vected. They wouli not have voted for it, so it would not
have carried at all. It didrn*t even have the majority of
votes in the Senate to recommend it if evervbtody had been
present.

Now look at the House. They wouldn't have voted that
thing. Only the closed rule in the House carried it through
it. And right now you've got three hundred House ¥embers
over ther= who want to rapeal 1it.

kow you can say, well, the Secretary is going tc change
the regulations and all that. You're not going to escape
this issue. Ani you'r= not up against 2 bunch of dummies.
Those bankers are sophisticated people; they are smart. Just
like some people here are very smart.

So this is not something that you're going to escarpe.

You might as well votz2 on it. Com=2 up with all the
substitutes you want to; tax the banks, do all these
iifferent things. You're not going the issue.

By the time vou get through with 211 of this there are
ped>ple among the 51 sponsors on the cther side who are going
to £ind a #way to bring that matter to a vote in the Senate.

You have the potential in this Committee to deny somebody
a vote but you dcn't have that potential out there on that
House floor, not when you've got the burden of trying to pass
legisliztion. |

The Chairman: We just pass=2d out the PIX bill. If the
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bankers want to Xxill the PIX bill they can put it on that.

¥e're 35inz to bring it up.

They can f£find a better bill than that.

7]
o
w
ct
Q
[
(&

ong

kwood: Mr. Chiirman, Wwe're not voting on any

4]

3

Q

Senatorc
specifics today, are we? John Chafee asked about tuition tax
cradits. I don't think we're going to put a cap on health

insurance premiums. I hope not. But I':m not prepared to

rajse that here today, nor do we need to raise it today; do

we?

The Chairmans: Well, we don't need to.

Senator Packwood: All we're saying in our letter is
we're going to come up with the same totals the President

has. All we're doing today is saying we're goina to come up
with a total.

And 1f we're 301n3 to start today voting on health
insurance caps and tuition tax credits and withholding -- my
hunch is that =2va2rybedy has gct something in here.

Senator Wallop: What you‘re sayirng, Bob, is exactly the

trtauth. Th2 eoffact of Senator Pryor's amendment is in fact to

Now it may be that vou relate it to the repeal of
withholding and you say that'’s realitvy. If that's reality --
anéd it may be - hut the other side of that reality is that
2ither zhis Conzrass joes something about its reterical

~ cz2sts toward the President and cut to
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home consumption znéd everything, and says I cannot understand
how we could =2ven contemplate a budzet deficit this size,
maybe, just maybe once, this Congress just might he brave
anough to put a vote where its retorical thunderbolts are. I
don't think that it is. What the effect of your amendment
is, however you would l1ike to state it, is not Jjust a repeal
of withholiing, but is a repeal of th2 revenue figure which
is there.

I believe that we are going to have to come tack and come
to grips with that or we'll gc home holding our tail between
our legs where it ought to be if we do this kind of thing.

Senator RBoren: Mr. Chairman, I have joined with Senator
Pryor in offering this motion. I don't often disagree with
the Chairmin or my good friend £from Wyoming.

But I think this is an opportunity for -us to have an
expression on this issue. I think the issue is being
wrongfully drawn in this Ccmmittee.

It's not a matter of the banks as far as I'm concerned.

I am not strongly favecring repeal of this provision which I
voted against all the way down the line bhecause of the banks.

Two weeks ago I had a whole series of meetings with
ceople in my state. And I assure vou if there were any
bankers in the room I didn‘'t talX to any of thenm.

But I did talk tc literally hunireds 3and thousands of

cecple who are not dishonest, I would say to the Senator from
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Iowa, they are not dishonest, they have bLHeen raving every
penny of tax due cn savings accountse. And I think it is
wrong to charzcterize esvery saver 1in this country as a
dishonest person.

Senator Wallop: The banks are dishonest.

Senator 2oren: Pardon.

Senator Wallop: The banks are dishonest. They have lied
to those p=2ople as o what the effect of this is.

Senator Poren: The effect of this is for the government
of the United States to have the use of the savers money.
It*s no better a principle now than it was when the previous
Administration ran this up the flagpole. And so many of us
took orposition tec it then. It's using the monevy. And
that's where the rsvenue is going to come from.

On savings accounts they already turan in the forms. If
the IRS would match up the forms they could collect
ninety-seven or ninety-—-eight pzrcent of th2 money. And T
don't care if it's = one page form or znything elcse.

It is wrong for us, after passing a budget which I
supported -- and the President said, the President said vwe
want to encourage saving and capitzl formation in this
ZouUntry.

This is completely contrary to this orinciple. I don't
think we ought to rzise a dime of revenue from a policy like

thise. It's wrong, it's always been wrong, it's not a matter
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of burden on the banks.

If we want to tax the Dbanks that sught to be a ser=rate
issue. It shouldn't be a blackmail issue tec blackmail +hse
banks so that we will try to do something to the savers.

It's like shooting at one target and hitting another. If
the banrks aren't paying their fair share of the taxes why
should the saver. ¥hy should the senior citizen that puts
his money in the bank account. If you're mad at the banks go
after the bankers. But let’'s don't go after the indivicdual
iepositor that we say wWwe're encouraging saving in this
country.

It is a wrong principle. And the truth of the matter is,
most of th=2 money 1s recouped by use of the government using
the savers money instead of the saver hinmself.

The Chzirman: I don't how long we want to debate this
issue. I*'m certain we're going to face it on the Senate
floor.

If we're 3Joing to try to mend every revenue figure, then
I want to study this phamphlet a little more carefully. I
think thers are probably thirty or forty areas that I don't
agree with. So 1f we are going to start that game in this
Committee, ther I think we all ought to be able to play it.

Senator Chafee, do you have something?

Senator Chafes: ¥r. Chairman, it seems tc me we're off

on the wrong track here. This letter is solely -- anyhody
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whose read it, and we did it last year -- solely says we are

going to m22%t tha2 Presidznt's ravsnue figures. We're going
to raise "¥" zmount or dollars. And it's very carefully
caveated in which it says i1t may be different, we may do what
you suggest, we may not do it. He may cut expenditures; we
may ilncrease revenues. It gives us every kind of alternative
approach. 2But it says when all is sazid and done the net is
going to be what you have, ¥r. President.

So it has nothing to do with withholding. As Senator
Packwood mentioned, there is a host of issues in here that
individually ve disagree with. But what vwe're saying is that
when we finish out of this Committee we're going to come up
with that net figure.

So I don't think this is the time to get into withholding
at all on the subject.

Mr. Chairman, there is one other thing that I would 1like
to do. Senator Mitchell and I asked Secretary Regan when he
was here to give us informationn about the tax compliance on
savings bank interessts, or interests from banks; savings
banks and commercial banks. That is depository accounts.

And we never 7ot that information. That will come up if
and when we get intc this isste. But if anybody is here from
Trzasucy, ¥r. Ch2airman, T would urge that they get us back

that informaticn because it is significant.

ot

chell: Would the Senator yield on that.

Senator “i
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Senator Chafe=2: Surs.

Senator Mitchell: I just wanted to make clear that I
believe that it was our intention to get compliance data on
all forms of interest and dividend income so that we could
make a rational determination.

Senator Chafe=s: That*'s richt. Broken out instead of the
general figure that eighty-five percent is compliance, but it
may be ninety-seven percent is compliance on savings bank or
depcsitory accounts, z2nd it's way lower in some other
accounts.

Senator Mitchell: I-honestly believe, ¥r. Chairman, that
that vould be very helpful to all sides of this. And nmy
office has called the Treasury Department several times since
the date of that hearing. Ani we're Jjust Xeep being oput off.

I have a feeling, ¥r. Chairman, that if you ask for it it
might get up here a little bit faster.

The Chairmans I hazvz ask=2d. In fact, I think the next
day after you made that request I wanted to make certain that
they understood the ra2guest. I'1ll make another incuiry.

Senator Chafe=2: If they don't have such information, if
they would let us know. But at least let us know one wWway or
the other.

Mr. Lighthizer: Mr. Chairman, we understand from

Treasury that we're supposed to have that information this

wezk,.
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Senator Baucuss: Yr. Chairman, Senator Packwood, Senator
Chafee and yourself indicate that all we're sending is this
letter and we ressrve to ourselves and to the Committee the
right to change the amounts and work within those totals.

The £a3ct of the mattsr is this letter is accompanied by
some other dccuments. Those sther documents read, for
example, on page 2 of this letter that there will be certain
savings, h=salth, new legislation, and also savings in incone
security and education, for example.

So we ire s=2niing a very strong signal to the Budget
Committee that we agree with these, say, medicare cuts, which
I personally don't aqreé with, and I don't think the
Committee 1s jo0ing to agree with.

You yourself, 4r. Chairman, said that if we looked at the
items in here you might have some disagreement with some of
the provisions in here.

I frankly think that if we're going to be responsible
that we send 2 mnorz accurate signal to the Budget Committee
as to what this Committee is or is not going to do. Because
as it is right now the paragrapn in that letter says we
reserve th= riasht to chance revenuzs z2néd so forthe.

We're 21so sending a basis message that we are going to
agree wxith all the Adrinistration's meiicare cuts and so

forth. Ani I don't think *hat we agree with all of that. At

- .

least I certainly don't.
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We havz2 nct discussed that here. We have not debated it
here. So why should we send those signals up ther=,

The sare goes for *the withholding provision. Essentially
we're sayiag that we agree with that when we have not debated
that, had a vote on that either.

Senator Walloon: What T was trying to say to my friend
from Arkansas was just that. That there is no commitment to
anything in here by the sending of this letter.

Senator Baucus: If that's the case we should not send
page 2, table 1, which indicates a savings in health. We
should not send that.

Mr. Lighthizerc: ¥r. Chairman, we're recquired by the
Budget Act to give some kxind cf 3 functional breakdown. He
went throujgh this debate last year, Sznator. The Rudget Act
guite clearly says that we have to give some kind of a
functional breakdown.

So rather than get into the debata on specific issues,
what the Comnmittee has elected to is to Jjust say fer
functional purroses use the President’s budget, but we're not
committing to do anv+*hing other than have the same ultimate
bottom line.

Senitor Baucus: If I understand you, some Committees
don't do that. I°'ve never seen a Committee Chairman hauled
of £ and locked up irn jail for failure to do this.

Senator Wellop: Max, if you'll recall last year, the
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buiget letter that we sent included the alternative minimum
tax, which we didn't pass. The Committee knew it was
probably not going to cess.

Senator Raucus: T anderstand your argument, and it's a
very good point. But the 3Budget Committee staff and members
of the Committee, they are going *to tike the President's
.budget we are submitting as an indication -- what their
instructions will be 3as to where we should cut.

#e haven't addressed those issues. Why therefore should
we force ourselves intec this box. I know they are not
binding; they are not constraining. But why are we going to
lead curselves down that path.

The Chairman: T agrese with you on some of those cuts
that they prorose, that they probably aren't going to make
tham. But we're reguired to send some functiocnal breakdown.

In this letter we're merely stating that we hore o
report legislation that reduces the deficit by at least as
much &s we hope as the President's budget.

And then we say :that wWwe're sending the reccmmendation to
the Presidant concerning budgat authority and outlays under
Committee Jjurisdiction. I don't think we bind anybody. I
think we'r2 complying with the Act.

That's why I hore we don't have to get into an argument
on everything +that mzy come before the Committee, whether

it’'s present law 2>r wnsthar it's pending suggestions or
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recomrendations of the President.

If we're 3oing to operate that way with the prior
amendment then we oucht to go back maybe and --

Senator Pryor: ¥r. Chairman, I may have a sudggestion on

-

easing our plighte. I didn't kXnow I was going to set off such

Hh

a2 firestocrm here this morning with my simple little amendment.
What w2 might 4o is just assume for all practical
purposes the same number of figures of income, $800 million,
1983, $5. somesthing; §8 billion for 1984. Just assume that
income but just assume that it will not come from the ten
percent withholding.
Assume thazt the IRS will collect that money in. the way

he savers. And that there

ot

that they should collsct it from
Wwill be compliance enforced by IRS.

So we wouldn‘'t have any deficit croblems, Senator
Grassl=y and Senator Wallop. It is just that we would not
assume that it came from the ten percent withholding.

The Chairman: I don't think that that would be
satisfactory.

Senator Grassley: The point of the matter is vou're
sending & signal with your motion and setting a pattern. We
ought to be discussing this in an envircnment in which we can
take care of the changes in the law that are necessary to get
in that fifteen percent of income that is not reported for

taxation.
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The Cha2ir-mans: Why not Just put out a press release, Dave.

Senator Pryors No, I “#cn't care 2bout any nctorietv. I
don't want to generate anymore mail, I'll be honest. I can't
answer the mail that I have nov.

Senator Symms: ¥r. Chairman, I would Jjust like to make a
comment abosut fenator Pryvor's amendment. I do think with
resrect to the purpose of your amendment, I've been trying to
get this President to go on national television and say that
we made a nistakz2 when we vassed this thing. You know, we
are working for the people out there and they don‘t want this
withholdiny and w2 ought to get rid of it.

As far as I'm concerned I don't think we cught to have
CCLAs when we have this kind of a financial situation in the
United States. BRBut I'am not going to offer an amendment here
this morning.

I mean I guess I could offer an amendment to cut spending
equal with vour z2mendment 2nd then the deficit would be the
same. I djust think it‘s the wrong place to do this.

And if we ever get a chance I'd hope that the
Administration would work this thing out and come to
agreement with Senator Dole arnd others who have worked very
hard to give them what they wanted originally to work their
way btack out of the problem is what I would like to see. 3But

we can't start on this fight this morning.

t

sn't it corr=c that the same issue would ke here.

I~
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Couldn't any Xember of this Committee just offer one of these
to cut out a few billion jollars on, sa2y, next year's COLA
that is predicted in this budget and say we are not going to
have cne or something.

I just don't think we can debate 31l this stuff this
morning. You Xnocw, I'm not opposed to getting rid of
withholding because I think w2 mad= a mistake when we put it
into the law in the first place. But I'm cert2inly not in
favor of voting for this amendment this morning, Fut +that
doesn't change my position.

The Chairman: Senator ¥ovnihan.

Serator Moynihan: I guess I'm going to ask about trade
adjustment assistance, which I know is of concern *o a lot of
people her2. The law expiraes September 30 ani the
Administration proposes we are spending a very small and very
much rsducad amount, $S54 million this year, and they are
supposed to spend none in 1984.

That's an item that concerns a lot of us here. We
originally established the lecislation anéd *o what degree are
we -- can I just ask -- a3 respectable trade acd ustment
assistance act program is a very costly one.

Are we precluding any trade adjustment assis+ance
measuras by the la2ttesr you arz proposing to send?

The Chairman: No.

Senator Moynihang: The volumes are not such that you feel
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we are not precliuding that?

The Chzirman: As I understand, we are not precluding
anything, 2ven an amendment when we get into a legislative
arca :to repeal withholding in the Committee. I hope we don't
have to start locking in everything bsfore we even send the
letter tc the EBudget Committee.

Senaior iong: It seems to me that the Senator from
Arkansas has a point. If this Committee does nothing, if we
de nothing atout this matter, and the Eudget Committee does
nothing about this matter, Just goes on assuming that thincs
are going to remain the same, then when he or others proceed
to offar an amendment to the rzvenue bill -- and I assunme
that if this Committee doesn't want to report him then he'll
have to offer it on the floor.

2ut assuming that he offers it on the floor, he'll then

V)]

be confronted with an objection that this violates the Budget
Resolution, Thar=fore he would have little choice *o protec=
himself against that but to offer an amendment on the Budget
Resolution.

Now an amendm=2nt would not be necessary if we advised the
Budget Committee what we know right now. That’'s 51 senators
sponsoring a measure to repeal that matter. And that's a

significant item in how they have been estimating their

So 2 zZom=2 up wWith the correct figure, I would think that
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1 they had better assume that there may just be 51 senators who
2 want to vcte for the same thing that they are sponsoring

3 right now.
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The vote would occur on its merits, and it woulin't occur

(9%

on what might Lbe regarded as a subterfuge, some objection to
thea budget resolution and all that, and it just seems +to nme
you are going to have to face the issue, and I think if --
Did the Senator want to have a vote on thig? Pid he offer
it on the idea that --

Senator Pryor: I weuld like a vote, Senatcr long.

Senator Longs: He would like to have a vote on his
motion. W2 have traditionally, for many yvears, taken the
viaw that if a fellow wants to vote on something, we will
give him a vote on it, let him have a vote. ¥Wwe have left it
ap to the discr=2tion of the Chairman 2s to which motion we
would vote on in preference to which, but we have usually had
an understanding in this Committee if a fellow wants to have
a vote on something, let him have a vote on it. If he has
the majority, fine, he wins. If he does not have the
majority, fime, hes loses, and tha*t is it.

Senator Symms: ¥ould the Senator yield on that point?

Senator Long: I do not know why this should be any
different.

Senator Symms: Will the Senator yield on that point?

Senator Long: Yes, sirc.

Serator Symms: The pcint is, what I understand is,
Trzasury 1s now trving %*o work something out, and there is

something taking place in the process right now to work out
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some kind of solution on this and come tc an agreement. Now,
if it is irp order, if we are g3oing to have to have a vote on
whether or not we withhold savings, as far as the Senator is
concerna2d, l=2t us put an ameniment out that we cut that much
spending out from our side of the revenue, and make it even
then. Let us not be talking about raising more taxes.

If you will vote to cut some spendiing, I will vote to cut
out the withholding, but I do not think we ought to be coming
in here and saying that we are going %o just tamper with this
budget. Nobody knows that that budget figure is going to be
accurate anyway. They are all Jjust estimating a bunch of
numbers of how it is 3oingy to turn out, andi we do not know
how fast the economy is gecing to recover. If the econony
starts to recover real fast, all these numbers on revenue
will all change, and they will change favorably towards the
revenue side of our budget.

It is very hard to predict exactly what all this is going
to be, sc it Just seems to me like if the issue comes up, and
if there are 51 Senators who vote to repeal it, do it on the
issue, and at the same time why do we not vote to say that we
will take -- How many billion dollars are we talking about
here?

Senator Pryor: We ate'talking about 3800 million.

Senator Long: Senator, under the rules of the Senate,

and I do pnot think this Committee's rules should be any
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iifferent, you have got a right, 2ven if you 4id have
something tied up with ycur alternative, you have still got a
right to insist on a division just so you can vote on ite.

You cannot compel people. At least you cannot deny people
the right to vote on Proposition A on the condition that they
have got to> vots EorvProposition B as 3 condition of voting
fer Prgposition A. You cannot do that under *he Senate
rules. There is no reason that we ought to do it on the
Committee. If a person wants to vote on 2 particular issue,
he ought to have the privilege to vote that way.

I am familiar vith this thing. I have presented it on
occasiosn, voting for the benefits and against the tax. I am
familiar with that. And T have tried to work it so on the
Social Security bill, or something of that sort, that when it
comes to final passage, if you voted against the tax, you
have still going to vote to build the tax in there if you
want to vote for it.

The Senate is going to have the opportunity to vote on
the issue on its merits, guite apart from whethar you want to
tax the banks or tax somebody or withhold or repeal the third

ar, 22o0dness kXnows what. The S2nate is gocing %*o have its

]
D

privilege of voting on that particular issue on its merits,
and I do not ses why, vou know, this Committee shouldn'* Le
privileged tc votz the same way. You can vote it down, if

You want to, Or vote it up, but the Senator, as a member of
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th2 Committaze, shculd advise the Committee one way or the

other, because it is just going to come down to that. I do

"nct think we ought to decide whether you want to weigh the

budiget procass ot whether the budget resoclution cught to be
decided on its merits.

Senator Rorens Will the Senator yield?

Senator Longs Yes.

Senator Borsn: Yasterday, thers was a meeting held of a
nunber of the Senators who were working on this, and at which
time we dii hit the 51 cosponsors, and at that time a
decision was made that we will continue this effort even past
July the 1st, if necessary, that Wwe will eventually get a
vote on this issue, and I wculd, as the Senator said, with
ovzr 51 cosponsors, and I think there will be closer to 60 in
the near fature, ther= is 2very anticipation that people
would do what they sald they were going to do, and therefore
T think we would not want to prevent ourselves frcm having an
ur and down vote on the merits of this guestion by facing
some budgetary restriction, having taken a contrzry action in
tha Committee.

Se, I think he is right that we should have an
opportunity one way or another to express ourselves in this
Committee that we do not want to 3assume that withholding will

be adopted. If there is some other way we can have an
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opportunity to io that, well, then, I think we should explore
that, but I think we should have some oprortunity one way or
ancther to let it be known that this Committee does not want
to take action that would for=close the opportunity to repeal
withholding on the floor of the Senate if it is not done in
this Committee itfself,

The Chairman: Could I juSt say, to maybe get this issue
-- I do not want to deny anybody a vote, but if we are going
to start s=2tting precedent, I want to make certain everybody
understands vhat the precedent is, because things can change
arcund here, and we will start voting on every little item in
this book, if we want to. We might as well vote on all of
tham. W#hy not mixe this the Budget Committee, and we can

7?

]

vote on every it
But there was announced today, and I think it is rather
significant, if anybody is interested in trying to collect
taxes that are due. I am not going to give up on trying to
collect taxes that are due. YNow, if you want to avoid --
help the éaople who do not want to pav their taxes, that is

up to you, Senator Pryor, but I am going tc insist that we

V)

12 to pay their taxes, so that the honest

w

try to get peo

Q

people do not have to pay more taxes.
In this chanze made this morning, announced by the
Treasury Secretary, we have taken care of the primary

concerns that ncst c¢f the bankers have talked about. The
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original issu=z Ziiscount has be2n a biz, big thorn in the
sides of the tznkers. That has been taken care of, and that
gets into Treasury bills and other discount instruments. We
have a provision anow for undue hariship. If somebody cannot
comply with the 1law, they are going to get an extension of
tine.

We now have year-end withholdirng, so the argument Senator
Boren makes is no longer valid. You can have year-end
withholdiing. You do not lose anything. And I must say that
having spoken tc a number of the bankers in HNew York
vyesterday, I do not find resistance to withholding. They are
more concarned about IMF and 2 lot of cther things that are
floating arcund the Senate.

We 31lso have thre=2 oth2r changes that I think will remove
much of the objection. I do not guarrel with people who
oppose it, but I am not ready to concede it is going to be
repealed. It may re repealed. It is going to take a while.
And I think there will be a lct of red faces among bankers
when they find out how painless this is going to be.

But if we are going to repeal withholding on interest and
dividends, why not repeal it on the wage-earner, the working
people out there? They could take that money and make
interest on it, just do it once a vear. Why not let them
have the interest, th2 pzople out there working every day

with their hands? And, you know, if we want to go ba<k and
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start repealing withholdino, maybe we cught to rerezl
withhclding on wages and salaries, and maybe there ouch* to
be 2 lot of other things we should address.

Senator Symms: Yas, 1lat's do it.

{Generzl laughter.]

The Chairman: That may be the oprortunity you are going
to have. I mean, I do not see why we ought to discriminate
against working people in favor of the big tankers of this
country, but i1f someone wants to dc that, that is up to
them.

Senator Boren: There are some working people who have

savings accounts, and they are not big bankers.

(=

The Chairman: Well, but ths savings account, once they
understand the prspaganda has not been accurate, that we are
looting th=2ir savings 2ccounts, that we are picking the
pockets of the taxpayers -- These are some of the ads that
ars appearing sponsored by banks in this country, and they
know they are nst leveling with the depositor.

They are putting their explanation of the -5 form in
very small print, so clier people cannot re2ad it. They are
making it almost impossible to understand what withholding
is. And they have got a lot of money. They've got millions
of dollars, and they have been very successful, and they can
Jenerate a lot o2f mail, and we are geing to have the best

iling list in imericza,. I am going to sell that to a lot of
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Democratic candidates for President.

[General laughter.]

The Chairman: I have 3 mailling list that would £fill this
room, and if you want to see me afterwards, I can tell you
how to get a copy of it.

Senator Pryor: MNMr. Chairman?

The Chairman: Yes.

Senator Pryor: Let me, if I could, just close for my
amendment. Then I would 1like for the yeas and nays to take
place.

¥r. Chairman, I think basically it is irresponsible for
us to send to the Budget Committee or to the S=2nate a piece
of legislation assuming that we are going to collect §800
million in 1983 and $5.8 billion next year based upon a law
and a part of our statute that is not going to be existent,
and that is the simple reason for my amendment, and I ask for
the yeas and nays on the amendment.

The Chiirman: A1l right, we will vote. The Clerk will
call the roll.

Mr. Lighthizer: M¥r. Chairman, Jjust so I understand the
amendment, this would reduce the revenue for fiscal year 1984
only, not f£iscal vesar 1983, since this is not a fiscal year
1983 letter. Just fiscal year 1984, It will reduce it by
$5.8 billion, and it would increase the debt for 1984 by $5.8

billion, and incr=2ase interest on the debt by whatever the
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calculated amount should be?

The Chairnman: This is to increacsz the defici%, increase
the interest the taxpayers paye.

Senator Prvor: Increase the deficit. That is only
assuming that IRS does not collect those valid taxes that are
owad to 1t by thz savers who have deposits in those
institutions.

Senatcr Symmss Well, “r. Chairman, before we have this
vote, I would just like to offer an amendment to “r. Pryor's
amendment, that we change the net expenditures by the exact
amount of his amendment.

The Chazirman: Well, I would want to specify where those
are coming frone. I would not want to leave it -- I wculd
want to be as specific as he is.

Senator Symass: W2l1ll, tazks it out of the COLA's.,
¥hatever they come out. And just reduce it by enough of a

percentag=a to be --

Senatosr Long: Now, let us just understande. You can vote

—~

on 100 amendments if you want to, but when you get through,
am doing t> ask for a separation. I 2m going *to ask for a

cular

(™

division, that we have a chance to vote on this part
iteme
The Chairmans let us vote on this item, and then we will

11l vote on anything 21se we want to vote on. Adjournment.
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$5.8 billion in fiscal 1984, increase the debt by §5.8

billion, and increase interest on the debt. In resconse to

%“e are voting on the amendment to raise the deficis

many billion dollars?

Mr. Lighthizer: It is to reduce the ra2venue nunber

The CThairman: Tc raise the national debt and

Senatcr Pryor: I take exception to the explana=ion,

I still waat to vot2 on the --

was

you

assume that you are not going to get it in order to

The Chairman: Well, that is a fact.

Mr. Lighthizer: The only point I was nmaking,

Senator,

that 1f the money is going to be collected anyway,

would not be reducing the revenue number. So you have to

Th=2 Chairman: 111 right. The vote.
The Clerk: Mr. Packwood?
Senator Packwood: No.
The Clerk: ¥r. Roth.
Senator Roth: VNo.

The Clerk: MNMr. Danforth.
Senator Danforth: No.
The Clesrk: Mr. Chafee.
Senator Chafee: No.

The Clerk: M¥r. Heinz.
The Chairman: No.

The Clerk: Yr. Wallorc.
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Senator Walloo:
The Clerk: H4r.
The Chairman:
The Clerks: Mc.
(No r=zsponsa.]
The Clerks ¥r.
[No response.]
The Clerk: ¥r.
[No response.]
The Clerk: VFr.
Senator Long:
The Clesrk: ¥r.
Senator Long:

The Clerk: Mr,

No.
Durenberger.

No.

Armstrong.

Symms.

Grassley.

long.
Aye.

Bentsen.
AYS.

Matsunagae.

Senator Yatsunaga: Aye.

The Clerk: Mr.
[No response.]
The Cl=2rk: Mr.

Senator Baucus:

£
i}

The Clerk:
Senator Roren:
The Clerk: ¥r.
[No response.]

Tha Clark: s

Moynihane.

Baucus.
Aye.

Soren.

Aye.

Bradley.

Mitchell.

1z Aye.
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The Cl=2rk: M¥Mr. Pryor.
Senator Pryor: Ave.
The Clerks:s H¥r. Chairman.

The Chairman: No.

Senator Symamss How dces it come out? Do you need nmy
vote?

Do you neei my vote? How am I record=3?

The Clerk: You are not recorded.

Senator Svmmss: What is the total right now?

The Chairman: Nays are eight. Grassley is no. The nays
are nine. The yeas are seven. The motion is not agreed to.

Senator Prycrg Thank you, Mr. Chairman.

Senator Matsunaga: MHay I bte recorded as having voted ave
for both the nominations?

The Chairman: Yes. Anyone else who was not recorded on
the nominations?

[No response.]

The Chairman: Now, are there any other separate votes
demanded? Senator 3aucus?

Senatcr Baucuss: Mr. Chairman, we just had a sort of a
test vote, at least a vote of our expression on withhelding.
There is another item which I mentioned earlier in this
letter --

Senator Chafes: #r. Chairman, I am not prepared to say
that is a test vote on withheolding. That was a vote on going

into specifics in this issuse. I 2m not saying that vectes for
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that when I vote for this, that I am voting for tuition tax
credits, for example. It is the approach that we are

br=zaking -- the prior vote was to break this down into

individual elements, which I am opposed to, and so I do not

take vcur characterization as an accurate one.
Senator Baucuss Whatever the characterization, I think

ths fact of ths matter is that this letter does contain

words, it contains figures. Therefore, it is some express in

the ETnglish language as to what this Committee recommends or
does not ra2commeni to the Budget Committee, and part of that
letter includes numbers, words here with respect to
withholding.

There is another matter, though, ¥r. Chairman, which I
think is very important to not only this Committee, Etut to
many Americans, particularly senior citizens, and that is the
proposed #%edicare tax. The Administration recommends further

savings in Medicare, and three-guarters of those savings are

on the backs of beneficiaries.

Senicr citizens already this year, assuming the Yational
Commission's Social Sacurity recommendations 3o into effect,
will find their benefits cut tc the tune of about ¥5
hillion. The Administration's recommandations go through
another $1.3 billion, another $1.4 billion cuts on the backs
of senior citizense.

There is scme talk about using this to help balance the
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budget, that 1s, reduce senior citizens' benefits. So it is
my suggestion that we change the letter to the Budget
Committee by $1.3 billion, which is the amount of prcposed
Medicare cuts, beneficiary cuts. Not physicians' cuts, rLut
beneficiary cuts. That we change that amount, because I do
not think that we wa2nt to refornm Medicare on the backs of
beneficiaries.

We all know the trouble that Medicare faces down the
road, 1586, 1987. de know that the proposed deficit for
Medicare in 1993 1s going to be aktout $200 sore billion. We
know for 1395 it is going to be about FU0O0 some billion. At
least thosz2 are CBEO's estimates.

I frankly do not think we should go down the-road of

reforming Medicare by startinc to cut benefits. Frankly, I

think we should t=211 the Budg=2t Committee we are not going to

reform Kedicare by cutting benefits certainly to this
degree. Rather, we begin some kind of a National Commission
approach, so we find a more balanced, evenhanded sclution to
the Medicare problems, but we do not today start to reform
Medicar=, to solv=2 tha2 problems of Medicare, by cutting
beneficiary payments.

That is what the Administration proposes to do.
Three-quarters of all the Yedicare savings are on the backs
of beneficiaries. I do not think wve want to do that.

So I therefora ncve that we changz the amount in the

ALDERSON REPORTING COMPANY, INC.
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letter $1.3 billion.

The Chairmans Could I respond before that motion is
made? And again, I do not want to shut anybody off, but --
and the Administration did make a recommendation Jjust, what,
two days ago, I guess, on Medicare, in addition to the
prcspective payment, which I understand is not so s*rongly
opposed.

But last vear, we were able to work out our differences
on ¥edicare, I think, cn a fairly broad basis, and I would
hore again, rather than try to dig into every item, that we
would have enough confidence in what the Committee might do.
I nean, I m2y hava the same concern vou have, but that does
not mean we cannot lock at Hedicare. I mean, it seems to me
thare 1s 31 program that is in the budget this year for $57
billion, and we were told ten years ago if we did not watch
it it woull cost ¥8.8 billion by 1990, and now the 1990
projections are over $100 billion.

I just canrot believe that we just have to say, well, we
cannot reduce Medicare or cannot make any savings on the
benefiziary sid=s. And I feel, I hope, as strongly as the
Senator from ¥ontana. -

Senator Symmse Well, ¥r. Chairman, I would like to
comment on that, tooc. And I had hoped the Senator would not
press that amendment.

In the first place, the same people who raceive Medicare

ALDERSON REPORTING COMPANY, INC.
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benefits are Social Security recipients, and in the last two
Years, th2 only group of reople in our society that I kxnow of
that have jotten a 20-percent increase in their actual checks
that they get are Social Security recipients. I do not have
pecple -- the p2ople that work are reneogiating contracts to
get lower wages if they have a job. I mean, all across or
society people ar= working for less, and it is 3ust -- I do
not think that the case can really be made, when you think
about Social Security recipients getting a 20-percent
increas2 in their benefits in a twvo-year period. It has far
outpaced the rest of our society. And it is not an
inequitabls situation that has taken place with respect to
th=2 senior citizen community.

Something has to be done about it, or we will be spending
25 gpercent of our gross national product on health care. And
I think that at least some kind of a start -- we can surely
work something out, as the Chairman is talking about.

Senator Baucus: Well, I understand, if the Senator will
yi=ld on that point, the point the Chairman made, that last
year there were proposad cuts in Yedicare, and we were able
to work out some modification and some change through TEFRA
ani hospital cost savings through Section 223.

The troutle is, we cut about as much out of the hospitals
ias we coull last year with TEFKA. We 20 not have that

maneuveringy COOM any more. At least we do not have near the
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maneuvering room. I understand the Chairman's argument that,

am2 Kinds of levels of numbers to

n

Yes, last vear 4e had the
present to the Budget Committee, but the trouble is, last
Year we were able to force sSome savings and encourage some
savings under 223 with the hospitals, but I do not think we
have that option any more this year.

So, we are mores constrainad by thz document that we send
to the Budget Committee.

Second, the Administration's proposal for changing Part A
full payments as moving more to a catastrophic program has
very, very drastic effects on senior citizeﬁs. For example,
onz2-half of 1 perzent of those who receive Medicare benefits
uncer the Administration's catastrophic program would receive
additional payments. ©Only one-half of 1 percent. The
remaining 39 and on=-half percent of hospitalized
beneficiaries would pay $2.2 billion more.

Sc, that proposal, that Administration proposal passed as
a catastrophic plan, conly helps one-half of 1 percent of
Hejicare:benefi:iaries.

Senator Symnms: Well, the thing of it is, they are going

n

to get -- in exchange they ares going to get -- the big fear
of catastrophic illness will be removed from them. It is
true that they may have to pay more -- share in the cost of
more minor type illnesses, but I cannct see any other way we
are going to get sut of this without ending ur having it be

3150
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billion in another ten years, and there has to be some kind
>f a restraint on it, and there are some benefits to the
senior citizens. They are pot going to be threatened by
losing the farn over sceme kind of a terminal or 1long
illnesse.

Senator Baucus: All I am saying is, I do not think we
vant toc send a signal to the Budget Committee that the
sclution to Medicare is 75 rercent on the backs of the
beneficiaries. That is all I am saying. And that 1is what we
are doing if we adopt this dccument.

Senator Symms: WwWell, who do you want to put it on?

Senator Baucus: I want to find the same way that the
Social Security Tocmmission diﬁ, some more evenhanded, more
fair approach --

Senator Symms: Like raise taxes.

Senator Baucus: -- to allccate the loss more fairly than
to say that three-quarters of the loss has to go con the backs
of the beneficiaries.

The Chairman: We will vote on it 1f you think it is
important, but I 2m pledged to the Senator from Montana that
we are going to try to> -— we may not be able to agree on
everything, but this is an ar=a that 2sverybody is concerned
about. We are concerned about saving the system. He are
told we arz going to be broke in 1986 in Medicare. And we

can Xeep saying wWwe are not going to cut this, or cut that, or
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restrain the growth. Is that an azccurate statement, Sheila?

Ms. Burke: Y2s, sir.

The Chzirmans: So We have to do something between now and
198¢€. Prospective payment will not help us that much., will
it?

is. EBurke: No, Senator, it is not estimated that it will
save the fund. It will delay it perhaps for a year, but 1986
is --

The Chairman: 2And we did, you know -- it has gone
unnotized, but in the tax reform bill last year, we took a
big chunk out of Yedicare, $13.2 billion over a three-year
period, but 83 percent of that came from providers, hospitals
and chysicians, 17 percent from beneficiaries, as I recall.
That may not be correct.

Ms. Burke: That is approximately right, Senatore.

The Chairman: So I would hope -- T am willing to vote.

I have lots of proxies. But I would not that to reflect that
we do not ~-- we want to do evervthking the Administration does
by voting 3down the amendment.

Senator Baucus: Well, I would like a vote.

The Chairman: Ckay.

The Cl2rk: ¥r. Packwood.

The Chairman: ¥No.

The Cla2rcXs M¥r. Roth.

(No r=2sponse.]
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The
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The

Cl=ark:

¥r.

Chairman:

Clerk:

Clerk:

Mr.

¥r.

Chairman:

Clerk:

Mr.

Senator Wallop:

The
The
The
{No

The

Mr.

Chairmans

Clerk:

Mr.

response.]

Clerk:

L4

-
-l e

Senator Symmss

The

Clerk:

Mr.

[No> resconseas.]

The

Clerk:

Mr.

Senator Longs

The
[No
The
[No
The

[No

Clerk:

¥r.

response.]

Clerk:

Mr.

response. )

Cl=rk:

Mr.

response. ]

Clerk:

¥r.

Panforth.
No.
Chafee.
No.
Heinz.
Nce.
Walloc.,
No.
Durenberger.
No.

Armstronge.

Symms.

No.

Grassley.

Llceng.

Pass.

Bentsen.

datsunaga.

Moynihane.

Baucus.
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Senator Baucuss: Avye.

The Cla2rk: Mr. Boren.

(Yio response.]

The Clerk: Mr. Bradlev.

Senator Bradley: Aye.

The Clark: ¥r. ¥Mitchell.

Senatcr ¥itchell: Aye.

The Cla2rks:s ¥r. Fryor.

Senator Pryor: Avye.

The Clark: Mr. Chairman.

The.Chairman: No.

The Cla2rk: Four yeas and eight nays, one pass.

The Chairman: Are there any other srecific -- Senator
Bradley?

Senator Bradley: ¥r. Chairman, I --

The Chairman: Grassley wants to be reported no.

Senator Bradley: ¥r. Chairman, I wculd 1like to get back
to -- I think that it is fairly important, particularly as
you have more and more companies in a recession and greater
imports, and we hivs just passed out the reciprocity bill,
that we have to look at the human element of this process of
international competitiveness, and that is trade adjustment
assistance. ot only will the program expire. And I can
understand the Administration's desire to write a new progranm

that is less a subsidy and more retraining, but this is our
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only bite 2zt the apple here. And I think we ocught to at
least lsavz room in the budget for a new trade adjustment
assistance ctrocranm.

The President has talked in his recent speeches abtout new

Qg

technology 3and about international competitiveness, being
against protectionism, and I applaud him for that, but I
think that if you do not deal with the human element of this,
it is going to really polarize, and it is going to result in
a kind of unproductive dispute.

So, I #ould hope that we could put some moneys in this
letter for trade adjustment assistance, and I would suggest
$1 billion.

The Chairman: As I understand, in response to Senatcr
Moynihan's inguiry, and this is another area that I have an
interest in, trade adjustment assistance -- I do not know
about the $1 billion, whether I have that much interest, but
we are not foreclosed from decing something in trade
3jjustment zssistance, are we?

dr. Lichthizer: That is correct, ¥r. Chairman. Under
this letter, you are taking no position on the subject.

Senztor Eradlesys But we ire saying that there is a
revenus linit and a2 spending limit, and if we have already
allocated hcow we are going to spend and where we are going to
cut, that puts a real restriction on our ability toc get a

trade adjustment assistance package.
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Tf we do, we will have to cut other areas or raise other

taxes.

The Chairman: But the only thing I wonder about,

could agree on it, we have had some expvression this m

from Senator lLong and myself and others on revenue sh
We may want to fatten that up a little bit. But we d
think it was necessary to chang= the lstter to accomm
whatever need might arise, part of it because it woul
this fiscal year.

But as long as we are not foreclosing any action
adjustment assistance, then I am not certain what we
adiing ~- S04, 10 you have a comment on that?

¥r. DeArment : The bSudget provides 3240 million
money for dislocated vorker assistance. That is the
Administration proposil. And presumably that money,

do not chosse to do it under the Job Training Act, co

if we
orning
2ringe.
id not
oda te

d be in

on trade

gain by

for

if you

uld be

usad for trade adjustmen* assistancz2. They are in the same

sort of functional total, so that it really would not matter
in terms of the budget process whether you did the job
training cr treade adjustment assistarnce.

Senator RBradley: Well, I understand that that was =-- But

is this program not to expire in September?

¥r. Hardee: The trade adjustment assistance prog

o
~
[y
',4
3!
1D

[
}-
+
-t
o]
©

hit o0f mon2y to be spent on the worker part of

ALDERSON REPORTING COMPANY. INC.
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program, but that is just for workers who were certified in
fiscal year 1983, and their actual period of benefits does
not end until some time in £fiscal year 1984,

Rod is right that the BRdministration proposes to spend
approximately $240 million on training, but that is a
training program not specifically targeted at trade impacted
workers. It is at various classes of workers who are
considered special, American Indians, migrant workers, a
whole list.

Senator Bradley: So that this is not essentially the
unemployed steel worker or auto worker.

Mr. Hardee: Well, it could include that person,
dependin§ on how the Administration framed the progrz2m, but
we do not know that yet.

The Chairmans I have an interest, and .others have, in
trying to figure oSut something on health care coverage for
unemployed workers. That is going to zost some money. But I
do not know whether -- I think that can be worked out within
ths --

Mr. Hardee: 2nother important point that was btrought up,
Senator Bradley, 1s that that is not Financ2 Committee money,
the $240 millicn. It is Labor Committee money.

Senator Bradleys: Yes.

¥r. Hardee: Whereas trade adjustment assistance has

-

always been referred to the rinance Committee.
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Senator Zradley: Yes. Well, I would like to move that

we do put in scme z2mount for trad=2 adjustment assistance

above the $24¢ million. I mean, I will scale back from §1

think that I would like to have the Committee

[t}

billicn, but
go on record either for or against trade adjustment
assistance. Apnd I would suggaest that we put back in, say,
¥$500 million instead of a billion.

The Chairmans I think I've got a problem now, without a
quorum. I 4c not Xnow how these members feel on that issue.
Is there somethiny that we can put in the letter, without
putting any figures in the letter, that would indicate
Committee interest in trade adjustment assistance?

Mr. Lizhthizar Mr. Chairman, you coull put a sentance

in the letter which says that the Committee has a strong
interest in trade adjustment assistancz, but that whatever
spending is incorporated into law through that program will
be offset in some way by some other changes or on the revenue
side or c¢n thz spending side, or a combination.

Senator 2radleys VYes. Well, you know, that really is
not what I would like. I would like the Committee to
affirmativeiy say, and this 1is our one crack at what we want
our budget to be in this vear, to say to the Budget Committee
that vwe want trade adjustment assistance of at least $500

million. I mean, you say there are nost enough people here to

vote? He 2re not going to send this to the Budget Committee
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today?

The Chairman: I understand on the letter itself we are
not bound by the -- maybe we need a guorum. Do we need a
guorum to sign a letter?

¥r. Lighthizer: Only the Chairman signs the letter, so
as a practical matter, the rule on repcrting -- and we do not
report anything out. The rule on having a majority to report
something out does not really apply. For purposes of
executive session, you only need seven members.

Senator Bradley: Okay.

The Chairman: Again, you know, I have proxies. I do not
want to send a signal that we 3are not interssted in trade
adJjustment assistance that would lose this thing to the
Medicare proposal. Can we defer that, Senator Bradley?

Senator Bradley: Well, ¥r. Chairman, I would like to get
a vote on it. Can we poll the members? If you do not have
the proxies -- The vote stays open, I understand, the rest of
the day.

The Chairman: We could do it that way. We can go ahead,
and I guess those who are hers can be recorded, and I know a
couple of proxiss, but I woull have to check with the
others. It would not be fair to vou for me tc vote eight
proxies whan I am not certain how five of them feel on it.

Senator Bradley: Well, by the end of the day, yvou would

have the rasult, would you not?
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The Chairmans: Right. Hopefully by 1:00 o'clock.

Senator Bradley: Okay.

Mr. Lighthizer:; ¥r. Chairman, Jjust so we understand,
this would increase by $50C million the amount 9f money in
the trade adjustment assistance function, and increase the
debt number corrcespondingly?

Senator Bradley: That is right. That is right.

The Cl=2rk: Mr. Packwocd.

The Chairman: Avye.

The Clerk: ¥r. Roth.

(No response.]

The Cl=2rks: Mr. Danforth.

[No response.]

The Cl=ark: ¥r. Chafee.

Senator Chafee: I am not sure what we are voting on. We
are voting to increase the daficit by $500 million?

Mr. Lighthizer: It was slightly more than that, Lbecause
you will have to increase interest, too, but it is
essentially $500 million in fiscal year 1984, and to put th;t
money into the trade adjustment assistance function.

Senator Chafa2: Well, I am voting no. I am for trade
adjustment. e will work it out some other wvway.

The Clerk: Mr. Heinz.

[No response.]

The Clerk: ir. Wallop.

ALDERSON REPORTING COMPANY. INC.
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The Chairnan:
The Clerks X¥r.
[No response.]
The Clerk: ¥Hr.
[No response.]
The Clerk: M¥r.
Senator Symmse
The Clasrks Mre.
{No response.]
Tha Clark: MNr.

The Chairman:

The Clerk: I a
The Chairman:
The Clerk: Hr.
Senator Long:
The Clerk: MNr.
[No ressponse.]
The Clerk: Mr.
[No resconse.]l
The Clsrk: ¥r.
[No response.]l
The Clerk: Hr.
Senator Raucus:

The Clerk: ¥r.

No.

Durenberger.

Armstrong.

Symmse.

No.

Grassley.

Long.

For Mr. Grassley, no, and ¥r. Durenberger,

m sorry. Durenberger?

Grassley and Dursnberger.
Long.

Ay=.

Bensten.

Matsunaga.

Moynihan.

Baucus.

Aye.

Boren.
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Senator Boren: No.

Ths Cl=rk: NMr. Bradley.

Senator Bradley: Avye.

The Cl=rks Mr. Mitchell.

(Mo response.]

The Clerk:s Y¥r. Pryor.

(No response.]

The Clerks: Er. Chairman.

The Chairman: Noe.

Senator Longs:s While it is being tabulated, I jhst want
to make this statement abou* this matter. While this item is
not as significant in Louisiana as it is in certain other
states, it seems to me that implicit in passing that big
trade bill some years ago was that we were going to make a
very substantial amount of money available in these areas
vhere people are suffering from these imports, or in the area
of trade assistance.

I honestly do not feel that the executive branch has
followed through on that. Now, I can understand this, that a
promise made by -- or a commitment made in the Carter
Administration do2s not necessarily bind the Reagan
Administration. A new President comes in, and he says, well,
that vwas somebody else's commitment. I didi not promise

that. But it seems toc me as though there was a commitment of
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the Congress as w211l as the exzcutive in that that ;his
program, which was going to cost them Jobs, was going to be
accompanied by a very effective trade adjustment program, and
frankly, I Jjust 4> not think we have lived up to it. It was
a good faith commitment that I think we ought to keep.

The Chairmans Well, the vote on that is eight nays and
three yeas, and again, the absentees can be recorded, but I
want to assurs Senator Brajley that the vote does not
indicate that we have no sympathy for your effort. But I
would hope we would just sort of keep the letter as we have
had it in past years, sort of open-ended.

If there are no other specific requests, is there any
objection to the Chairman sending that letter to the Budget
Committee?

¥r. Lighthizer: Mr. Chairman, I understand that there
ars some members who vwant to have an opportunity tc add some
additional views, as we did last year, and perhaps we could
set a time of 5:00 o'clock tomorrow to get the views 1in,
because the letter was fechnically due yesterdavy.

The Chairman: Do we have any further meetings this week?

Mr. Lighthizer: No, M¥r. Chairman.

The Chairman: I might say tomorrow morning at 8300
0'zlock we have a breakfast m2eting with a group called the
Urban Land Institute, and if any of you can come by, it is

just a group of business people who have some matters before

ALDERSON REPORTING COMPANY, INC,

400 VIRGINIA AVE.. S.W., WASHINGTON, D.C. 20024 (202) 554-2345




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

this Committes from time to time.

Then, I guess next Tuesday we start the markup on Social
Security?

Mr. Li;hthizér: I think it is going to be Wednesday, NMr.
Chairman. Senator Long is out of town on Tuesday. There are
tvo meetings this week, but they are not executive sessions.
You have a hearing tomorrow on unemployment compensation, and
then one on Friday on the New Federalism. There are no more
executive sessions.

Senator Bradley: And there will be no Committee meeting
on Monday. Is that correct?

The Chairman: No Committee meeting Monday?

Mr. Lighthizer: No. That is correct.

Senator Bradley: And the vote stays open the rest of
tcday. Ckay.

The Chairman: Anything else?

Senator Symms: Well, ¥r. Chairman, did we vote out S.
144 earli=r, befcre I got hers, in the PIC program?

The Chairman: VYes.

Senator Symms: I just ask unanimous consent that I have
a statement that I would like to enter into the record prior
to the vot2 on th2 PIC program and one prior to the vote on
the S. 144, the Reciprccal Trade and Investment Act. The
statement is in support of both measures.

The Chairman: The Committee is adiourned.
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[Whereupon, at 11340 p.m, the Committee was adjourned, to

reconvene at the call of the Chair.]
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Nominations of Margaret M. Heckler and John A. Svahn
to be Secretary and Undersecretary, respectively, of
the Department of Health and Human Services (Attachment)

Finance Committee March 15 letter to the Senate
Budget Committee (Attachment)

Tax issues raised by the Payment-In-Kind (PIK)
program (Attachment) .

S. 144, The Reciprocal'Trade and Investment Act
(Attachment) :




A TTACHAS EAN |
MARGARET M., =Zlilze

SECRETARY-DISIGNATE OF HEALTH AND HUMAN SERVICES

Margaret M. KHeckler was nominated as Secretary of Health and Buman
Services by President XZeagan on Januarv 12, 1983.

Mrs. Heckler had served in the U.S. Bouse of Representatives for 16
years after being elected in 1966, and represented Massachusetts 10th
District through eight terms. She was the senior Tranking woman in Congress.

In the Congress, Mrs. Heckler served on the Joint Economic Committee,
and the Committees of Science and Technology, Veterans' Affairs, and the
Select Committee on Aging. She held key positions on various subcommittees
as Vice-Chair of Agriculture and Trade, ranking Republican on Education,
Training and Employment, and second ranking GOP member on Hospitals and
Health Care. On these Cormittees, Mrs. Heckler was heavily involved in
legislation on health care, child care, nutrition, and geriatrics. She
sauthored Title II1I of Public law 96-330, Geriatrics, Research and Health
Care, which established geriatric centers within the Veterans Administration.
As a member of the Banking Committee she authored the Equal Credit Opportunity
Act which assured women equal access to credit. 1In 1976, as one of 11 women

in Congress, she was the co-founder of the Congressional Caucus for Women's
Issues which she co-chzired through 1982.

Mrs. ¥eckler begarn her political career as the first wonmen elected
to the Cemmenwealth of Mzssachusetts' Governor's Council on which she
served for twc terms before her election :o Congress.

.. The Secretary-Designate was born Margaret Mary O'Shaughnessy in

Flushing, New York. She attended Albertus Xagnus College where she received
her Bachelor of Arts in 1953. She was selected as U.S. Student Rerresentative
to the University of Leiden, Holland. She zttended Boston College Law School,
was an ec¢itor of the Law Review there,

anc was the only woman in the graduating
class of 1956, :

Follewing college, Mrs. Heckler pracriced as a trial attornev. She is a
member cof 2T issociztions of manv states, znd has been admitted to practice
sefcre the T.S. Susvemsz Court.

The Seirvziarv-lzsignate has been marrizs Sar 30 vezres o Jahn !, Eeckler
and they heve three children: Belinda, 2.i:zcn ané John.

Among Mrs. Heckler's honorary degrees zre those from: Northeastern
University, Stonehill College. Emmanuel Coliege, Regis College, St. Bonaventure
University, 2oston College, Wheaton Colleze, zad Assumption College.
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JOHN A. SVAHN

Commissioner of Social Security
U.S. Department of Health and Human Services
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John A. (Jack) Svahn was sworn in as the ninth commissioner of Social Security June 29,

1981. He was nominated by President Reagan March 3, 1981, and confirmed by the Senate
May 4, 1981.

As commissioner, he is chief administrator of the nation's Social Security, Disability in-
surance, Supplemental Security Income and Aid to Families with Dependent Children pro-
grams which provide income support to more than 51 million people.

Before taking over the mammoth Social Security Administration, Svahn was a private
consultant specializing in public policy management probiems. From 1976 to 1979 he was
maneger of covernment services for Deloitte Haskins & Sells, serving as a specialist in
heaith, welfare and social services programs.

Svent was born”in"Néw/ London, Conn., May 13, 1943. He received his B.A. degree in

political science from the University of Washington in 1956.

In 19€3-1S68 he served in the U.S. Air Force. -
Beginning in 1868 Svahn held positions with the siate of California and the federal
government, In California, he served zs chief deputy cirector and then as director of social

weltere. During the Ronald Reagan administration in Celifornia, he was a principal ar-
chitect of the state’s welfare reform program.

Dosimz ©873-1974, Svahrn was acting commissionsr ¢ {he Community Services Ag-
in 1:or. He alst vas commissioner of the Assisiz-ce Payments Administraiion in
1975-3575. Svehn served concurrently in 1975-1976 =s ecministrator of the Sociai ang
Rehebilitation Service and as director of the U.S. Office of Child Support Enforcement.
While heading the Social and Rehabilitation Service, Svahn was credited with developing

and implementing the Title XX social services program and the Child Support Enforcement
program.

Svehr is married, has two children and lives in Severnza Park, Md.

June 28, 1981




Joint Committee on Taxation
February 28, 1983
JCX-6-83

LEGISLATIVE ISSUES IN PROPOSALS AFFECTING THE TAX TREATMENT

OF REAL PROPERTY WITHDRAWN FROM PRODUCTION AND COMMODITIES

RECEIVED WITH RESPECT THERETO UNDER THE PAYMENT-IN-KIND
PROGRAM

A. Tax Treatment of Farmers Generally

Under present law, farmers do not recognize income on
the crops produced by them until those crops are sold.
Additionally, whether income is from the active conduct of
farming or is passive source income is important in
determining its treatment under a series of provisions of the
Internal Revenue Code. Finally, real property used in the
active conduct of farming is eligible for a special estate
tax valuation election and estate tax attributable to
interests in active farming operations can be paid in
installments.

Under present law, the fair market value of PIK
commodities will be income to the farmer when the right to
receive such commodities arises under the PIK program.
It is unclear whether such income would constitute income o
from the active conduct of farming since farm real property - - -
is withdrawn from production and no commodities are actually
produced under the program. If the PIK commodities are not
treated for tax purposes substantially as if they had been
produced on the real property withdrawn from production, the
tax effect of their receipt may differ substantially from
that normally accorded crops actually produced. Likewise,
the farm real property withdrawn from production may not
qualify for the special estate tax provisions that are

available only for property actively used in the business of
farming.

B. Income Tax Issues Arising Under the PIK Program

l. Timing of Income

S. 446, S. 495, and S. 527 would defer recognition of
income from commodities received under the PIK program until
the commodities are sold. S. 495 would provide the deferral
‘on an elective basis. S. 527 would also defer recognition of
income from certain storage payments to persons with
commodities stored on the farm under the Farmer-Owned Reserve
Program until the actual receipt of the storage payments.
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The Ways and Means Select Revenue Measures Subcommittee
bill (the "subcommittee bill"™) is generally the same as S.
446, S. 495, and S. 527 except the subcommittee bill does not
provide an election (as S. 495 does) and does not address the
issue of storage payments (as S. 527 does). '

2. Other Income and Employment Tax Provisions

S. 446 and S. 495 do not address these provisions.

S. 527 would treat income from commodities received
under the PIK program as income derived from the active
conduct of farming for all purposes of the Internal Revenue
Code and the Social Security Act. The bill would treat
cooperatives marketing PIK commodities as if they were
marketing the product of their patrons.

The subcommittee bill is generally the same as S. 527
except income from PIK commodities would be taxable as
self-employment income under the SECA tax and would be
treated as earned income under the Social Security Act only
with respect to persons who materially participate in the
conservation use to which PIK property is devoted.

B. Estate Tax Treatment of Farm Real Property Under the PIK
Program

1. Current Use Valuation

S. 446, S.495, and S. 527, and the subcommittee bill
would treat real property withdrawn from production under the
PIR program as used in a qualified use. S. 495 would also
treat real property withdrawn from production under any other
Federal farmland removal program as used in a qualified use.

, S. 527 would treat participation in the PIK program as
material participation, another requirement of the current
use valuation provision. S. 495 would provide that
withdrawal of real property from production under the PIK
program would not be construed to prevent satisfaction of the
provision's material participation requirements. S. 446 does
not address this issue. The subcommittee bill would provide
that’ the provision's material participation requirements are
satisfied by material participation in the conservation use
.to which PIK property is devoted.

2. Installment Payment of Estate Tax

S. 527 and the subcommittee bill would treat real
property removed from production under the PIK program as
used in an active farming business for purposes of the
installment payment provision. S. 446 and S. 495 do not
address this issue.




C. Anti-speculation Rule

S. 446 and S. 495 do not include any anti-speculation
rule.

S. 527 would limit the special estate tax rules under
the current use valuation provision to a maximum of three
years of PIK participation.

The subcommittee bill generally would limit the special
tax treatment to interests in PIRK real property owned by the
taxpayer on February 23, 1983, or to interests acquired after
that date by reason of death or gift from the person owning
the interests on February 23, 1983, or acquired in any
transfer to a family member of that person.

D. Treasury Department Study

S. 446, S. 495, and S. 527 contain no study requirement.

The subcommittee bill requires the Treasury Department
(in consultation with the Agriculture Department) to submit
further information to the Congress on the effects of the PIK
program on income of farm owners and the tax effect of the
provisions in the bill. ’

E. Effective Dates

S. 446 and S. 495 do not include any termination date
for their special tax provisions.

S. 527 terminates its special tax provisions with
respect to commodities received after April 1, 1986 (i.e.,
provides benefits for a three year period).

The subcommittee bill applies to PIK commodities
received, and real property withdrawn from production, with
respect to all crops that would normally be planted before
December 31, 1983.

F. Provision Not Directly Related to the PIK Program

S. 446, S. 495, and S. 527 do not include this
. provision.

The subcommittee bill would exempt from tax the National
Farmers Organization as long as it is operated primarily as a
collective bargaining agent for its members and does not
perform substantial processing services.
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~0: COMMITTEE ON FINANCE MEMBERS
TROM: COMMITTEE ON FINANCE TRADE STAFF

SUBJECT: MARCH 2, 1983 MARKUP ON S. 144,
THE RECIPROCAL TRADE AND INVESTMENT ACT

On March 2, 1983, the Committee on Finance will markup S.
144, the Reciprocal Trade and Investment Act. A summary and
section-by-section analysis of S. 144 are set forth below. A
chart describing the differences between current law and the
oroposals in S. 144 is also attached.

SUMMARY

- oo 8. 144 would make the following. changes to the Trade Act of
2974: .

(1) A new section 104A would be added providing specific
=egotiating objectives with respect to trade in services, high
<echnology products, and restrictions on foreign direct
Investment. The USTR is to develop and coordinate U.S. policy on
~rade in services and the Department of Commerce is to establish
2 service industry development program. In addition, the
President would be given a S5-year authority to negotiate tariff
Teductions on certain high technology products;

(2) Section 135, which sets up a procedure through which trade
—egotiating advice is received from the private sector, would be
zmended to authorize the establishment of intergovernmental
zdvisory committees;

(3) A new section 181 would be added requiring annual national
trade estimates on significant barriers to the exportation of
U.S. goods and services and restrictions on U.S. foreign direct
Investment and consultations with the Finance and Ways and Means
Committees on trade policy priorities to enhance market
cpportunities;

(4) Section 301 would be amended to authorize the President to
retaliate against any goods or sector, whether or not involved in
~he act retaliated against and the President would specifically




be authorized to retaliate against a good or service
notwithstanding the authority of regulatory agencies to deal with
the same matters;

(5) Section 301 would be amended to authorize the President to
retaliate against restrictions on foreign direct investment by
U.S. persons with implications for trade in goods and services,
or to otherwise carry out the objectives of 301, by proposing
"fast track" legislation under the authority of sections 102 and
151 of the Trade Act of 1974;

(6) Section 301 would be amended by statutorily defining the
terms "unreasonable", "unjustifiable" and "discriminatory" which
currently exist in section 301 but are not defined;

(7) Section 302 would be amended to provide for the self-
initiation of section 301 investigations by USTR; :

(8) Section 303, which currently provides that international
consultations must be initiated on the same date as an
investigation is instituted under section 301 would be amended to
provide for a delay of up to 90 days before the initiation of
consultations for the purpose of verifying or improving the
petition; and

(9) Section 305 would be amended to provide for a specific

- exemption from the Freedom of Information Act for information: -
received during an investigation under section 301 and
restrictions on the use of such information.

SECTION-BY-SECTION ANALYSIS

Section 1 of the bill sets forth the short title, "the
Reciprocal Trade and Investment Act".

Section 2 sets forth the statement of purposes of the bill.
These purposes include the fostering of U.S. economic growth and
employment by expanding competitive U.S. exports through the
achievement of commercial opportunities in foreign markets
substantially equivalent to those accorded by the United States; .
improving the ability of the President to identify and analyze
barriers to U.S. trade and investment; encouraging the expansion
of international trade in services through the negotiation of
international agreements; and enhancing the free flow of foreign
direct investment through the negotiation of bilateral and
multilateral agreements.

Section 3 requires annual national trade estimates, reports to
Congress on action taken (including but not limited: to any action
under section 30l1) on matters identified in the national trade




estimates and administrative provisions related to these
estimates. Under subsection (a) the USTR, through the
interagency Trade Policy Committee, would be required to identify
the acts, policies, and practices which constitute significant
barriers to or distortions of U.S. exports of goods (including
agricultural commodities) or services, and U.S. foreign direct
investment. In addition to foreign barriers, these could include
U.S. export disincentives.

The bill specifies that the USTR shall identify and analyze
acts, policies, and practices which restrict or distort foreign
direct investment by U.S. persons especially if such investment
has implications for trade in goods or services.

The bill also requires the USTR to make an estimate of the
trade distorting impact of any act, policy, or practice
identified. 1In making the national trade estimates the USTR is
directed to take into account a number of specified factors
including the relative impact of the barriers, the availability
of relevant information, and the extent to which the barriers are
subject to international agreements as well as advice received
under the advisory committee process.

Subsection (b) requires the USTR to submit the analysis and
estimate within 1 year of the date of enactment of the bill and
annually thereafter to the Committees on Ways and Means and

-Finance. These reports are. to include information on any action

being taken with respect to the actions which have been
identified and analyzed including but not limited to actions
under section 301 or international negotiations or consultations.
This subsection also requires the USTR to keep the Ways and Means
and Finance Committees currently informed on trade policy
priorities for the purpose of expanding market opportunities.

In carrying out the requirments of this section, the head of
each Department or agency of the executive branch of the
Government is authorized and directed to furnish to the USTR, or
to the appropriate agency upon request such data, reports, and
information as necessary for the USTR to carry out his functions
under this section.

Section 4 of the bill makes a number of amendments to Title
ITI of the Trade Act of 1974. Section 301(a) currently provides .
that action under this section may be taken on a
nondiscriminatory basis or solely against the products or
services of the foreign country or instrumentality involved. The
bill would amend current law to provide that the President may
exercise his authority with respect to any goods or sector, on a
nondiscriminatory basis or solely against the foreign country or
instrumentality involved and without regard to whether or not
such goods or sector were involved in the act, policy, or
practice identified. .



Section 301 (b) currently authorizes the President to retaliate
by (1) modifying trade agreement concessions and by (2) imposing
duties or other import restrictions on the products of or fees or
restrictions on the services of a foreign country. The bill
would make the conforming change of the word "goods" for the word
"products" and would insert the phrase "notwithstanding any other
provision of law" before the word "impose". This amendment is
intended to clarify the President's existing authority to impose
restrictions notwithstanding the authority of an independent
agency.

The bill would also amend section 301 (b) by adding a new
subsection (3) authorizing the President to propose "fast track"
legislation under the procedures of sections 102 and 151 of the
Trade Act of 1974 to carry out the objectives of section 301
where additional retaliatory authority may be necessary. The
bill would also amend the definition of the term U.S. "commerce"
to include foreign direct investment by United States persons
with implications for trade in goods or services. This would
permit the President to propose "fast track" legislation
providing for retaliation against, or designed to encourage the
elimination of, restrictions on U.S. foreign direct investment.
The choice of whether or not to utilize the "fast track" would be
solely within the President's discretion. Under the bill all the
requirements for "fast track" legislation set forth in sections
102 and 151 would be applicable, including 90 days consultation
with the.cognizant committees prior to submitting such - SRR
legislation.

Section 301(d) currently contains a definition of the term
"commerce". As set forth above, the bill would amend subsection
(d) by amending the term "commerce" to include foreign direct
investment by United States persons with implications for trade
in goods, and services and would also include in that subsection
definitions of the terms "unreasonable", "unjustifiable", and
"discriminatory"”, which currently exist in section 301 but are
not statutorily defined. The term "unreasonable" is defined as
any act, policy, or practice which, while not necessarily in
violation of or inconsistent with the international legal rights
of the United States, is otherwise deemed to be unfair and
inequitable. The term includes, but is not limited to, a denial
of fair and equitable market opportunities, opportunities for the
establishment of an enterprise, or provision of adequate
protection of industrial property rights. The phrase "fair and
equitable"” is not defined, since it remains within the
President's discretion to determine when circumstances exist
which require action under this provision.

The term "unjustifiable" is defined as any act, policy or
practice which is in violation of or inconsistent with the
international legal rights of the United States, including but
not limited to a denial of national or most-favored-nation
treatment, the right of establishment or a denial of protection

O
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I+> U.S. international legal rights.

The term "discriminatory” is defined as including where
acoropriate any act, policy, or practice which denies national or
ccst-favored-nation treatment to U.S. goods, services, or

=vestment. The phrase "where appropriate" has been included in
toe definition only to take into account those situations in
which a denial of national or most-favored-nation treatment, for
exarmple in the case of a GATT-compatible customs union, is not an
eaopropriate basis for action.

The bill amends section 302 of the Trade Act by authorizing
the USTR to initiate investigations under section 301l. Under
current law the President is authorized to take action either as
a result of petition initiated investigation or on his own motion
bct the USTR is not authorized to initiate investigations on the
Ezsis of which advice could be provided to the President. While
providing authority for the USTR to initiate investigations, the
bill provides that a decision to do so could only be taken after
ccnsultation with the appropriate committees established under
section 135. Under the bill if the USTR determines to initiate
to-is determination is to be published in the Federal Register and
trezted as if an affirmative determination on a petition had been
e on the same date.

k|
[&]]

The b111 would amend section 302 to require that a summary of
Detition on the basis of which an investigation is

tItuted, rather than the petition itself, be published in the

eral Register. Copies of the documents would be provided at

O et
O My
0n i

=2ction 303 of the Trade Act currently provides that on the
—e an affirmative determination is made to institute an
estigation under section 301 the USTR must request
“ltations with the foreign country concerned regarding the
:es raised in the petition. The bill would amend section 303
*ov1de USTR with the authority to delay for up to 90 days any
_____ 2st for consultations for the purpose of verifying or
rov1ng the petition to insure an adequate basis for
saltation. The bill would also require the USTR to publish
ice of the delay in the Federal Register and report to the

N o

l) Omoitsm

(D'J’1l|

'O(

ess on the reasons for such delay in the report currently
red under section 306.

3] on n (KD
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-ne bill would also amend section 305 by adding a new

ection with respect to treatment of the confidential business
c*mation. The bill provides a specific exception from the
=Zom of Information Act for business confidential information

Il) ih U

{ I anin
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::5-: Chapter 1 of Title III of the Trade Act and provides that
information shall not be made available if submitted under




N

the circumstances set forth therein. The bill provides the USTR
with authority to prescribe regulations concerning provision of
nonconfidential summaries of such information in order to give
USTR the necessary flexibility in dealing with foreign countries
or instrumentalities which provide such information but cannot be
compelled to provide summaries. The bill also authorizes the
USTR to use the information or make it available to an employee
of the Federal Government for use in a section 301 investigation
but requires that it be made available to any other person only
in a form in which it cannot be associated with the source of the
information.

Section 5 of the bill would amend chapter 1 of title I of the
Trade Act by adding a new section 104A providing specific
negotiating objectives with respect to international trade in
services and investment and high technology products. Under the
provisions of the bill principal U.S. negotiating objectives with
respect to trade in services would be the reduction or
elimination of barriers to or distortions of international trade
in services and the development of internationally agreed rules,
including dispute settlement procedures, to reduce or eliminate
such barriers. The terms "services" and "services associated
with international trade" have not been defined.

Similiarly the bill sets forth as negotiating objectives with
respect to foreign direct investment the reduction or elimination
of artificial or trade distorting barriers and the development of -
rules, including dispute settlement procedures, to insure the
free flow of foreign direct investment and the reduction or
elimination of the trade distortive effects of certain investment
related measures. :

The bill also provides that principal U.S. negotiating
objectives with respect to high technology products shall be to
obtain and preserve the maximum openness of trade and investment
in high technology products and related services; to obtain the
elimination or reduction of or compensation for the significantly
distorting effects of foreign government actions which affect
trade in high technology products identified in the studies which
would be required under section 181; to obtain commitments that
the official policy of foreign governments or instrumentalities
will not discourage government or private procurement of foreign
high technology products; to obtain the reduction or elimination.
of all tariffs and barriers on U.S. exports of high technology
products particularly key commodity products (used to identify
standardized products sold in substantial quantities throughout
the world such as the 64,000 random access memory electronic
silicon chip); to obtain commitments to foster national
treatment; to obtain commitments to foster pursuit of joint
scientific cooperation; to insure that access to the results of
cooperative efforts should not be impaired; and to provide
minimum safeguards for the acquisition and enforcement. of
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SENATOR STEVE SYMMS - SENATE FINANCE COMMITTEE - MARCH 2, 1983

Mr. Chairman, I aﬁ pleased that the Committee is again
acting on the Reciprocal Trade and Investment Act, legislation of
which I am a co-sponsor and which I co-sponsored in the last
Congress.

In my opinion, the Reciprocal Trade and Investment Act
will play a major role in advancing our nation's interest in the
liberalization of intefnational trade and investment practices.
The legislation seeks to build on the rule of law in iﬁternational
commerce, rather than collapse world growth through a series of
self-defeating, beggar-thy-neighbor actions.

The major features of S. 144 are: (1) a mandate for new
negotiating objectives aimed at extending international rules
to trade in services and high technology products, and to the
treatment of international investment; (2) a required report by
the U.S. Trade Representative on significant barriers to U.S.
trade and investment; (3) a clarification of the President's authority
to take remedial action against unfair foreign trade practices,
and of the statutory basis for such actions; (4) provision of new
Presidential authority to propose '"fast track' legislation to
carry out the remedies he proposes; and (5) improvement of private
sector access to remedy through USTR self-initiation of (section 301)
investigations into unfair foreign trading practices.

The provisions of S. 144 cannot restore world growth, nor
ease the pains of economic change. Nor can they right the wrongs
of international trade practices. However, S. 144 takes

a positive step in setting the right direction for U.S. trade laws



and policy -- to pursue negotiations to extend international
rules to inadequately covered areas, and enforce U.S. laws in
defense of '"fair and equitable" market access for U.S. business,
consistent with our intefnational rights and obligations.

This bill is a timely response to the disturbing growth
of restrictive market access abroad. It focuses our efforts
to improve U.S. market access by relying on aggressive negotiating,
effective énforcement of U.S. laws in defense of our rights and
economic policies that support fierce competition by U.S. business

for world markets.



JOHN HEINZ
PENNSYLVANIA

AWlnifed Diafes Denafe

WASHINGTON, D.C. 20510

March 4, 1983

The Honorable Robert Dole, Chairman
Senate Finance Committee

U.S. Senate
Washington,

Dear Mr. Chyig
I am“/submitting the following statement to be made a part of the record
of the Senate Finance Committee meeting held on March 2, 1983. As you
know, I submitted my proxy to vote in favor of the Finance Committee's letter
of recommendations to the Budget Committee on those aspects of the Federal
budget for fiscal year 1984 that fall within the Committee's jurisdiction. However,
because I do not want my vote to be construed as supporting either the administration's
proposals on the revenue or spending side of budget, I want the following statement
inserted in the record of the meeting:
"WHILE I VOTED TO SUPPORT THE FINANCE COMMITTEE'S LETTER
OF RECOMMENDATIONS TO THE BUDGET COMMITTEE ON THE
PROPOSED BUDGET FOR FISCAL YEAR 1984; MY SUPPORT IN NO
WAY IMPLIES THAT I SUPPORT ANY OF THE ADMINISTRATION'S
REVENUE OR SPENDING CUT PROPOSALS FOR FISCAL YEAR 1984.
I DON'T BELIEVE THE MEANS-TESTED PROGRAMS CAN WITHSTAND
FURTHER CUTS, AND I DON'T BELIEVE WE CAN MEET THE ADMINIS-
TRATION'S TARGETS FOR SAVINGS IN MEDICARE WITHOUT BENEFIT
CUTS THAT WOULD SERIOUSLY REDUCE ACCESS TO CARE FOR THE

LOW TO MODERATE INCOME ELDERLY."

Thank you for your assistance in this matter.

JH/nkt



ERRATA SHEET . '

TISCAL YEAR 1984 FINANCE COMMITTEE REPORT UNDER THE CONGRESSIONAL BUDGET ACT

>age 14 The 1985 figure for "Percent change in CPI"™ should be "4.6".

age 20 First table: _ : ' i
In "Calendar year 1985" the third figure down should be "-3§", |

In "Calendar year 1987" the second figure down should be "-15",
and the third figure down should be "-17%.

age 21 In the table, the first fiscal year 1984 figure under "Disabilit
insurance” should be "18.4". - |

‘age 22 In the table, the very last figure in "Calendar year 1985"
: should be "-5". The very last figure for "Calendar year
1987" should be D By AL ) :

ages 26 Insert corrected,chart attached.

age 29 First paragraph, last line, :change the figure.to "e78.7%.
Second paragraph, fifth line, the first figure should be
changed to "$467 million". Second paragraph, second line
from the bottom, change the figure to "$6.7 billion".

bage 30 Insert corrected page attached.

Page 35 .. 'Franspose thé second paragraph from the bottom and the |
. heading preceding it so as to be the last item on page 36.
. ._ .. .. .. Immediately following, add this sentence "Additiomal _. . .
’ increases in trust fund income would result from interest
.on the non-Commission recommendations ($27 million in
fiscal year 1984, and $246 million in fiscal year 1985)."
|

Page 45 Insert corrected page attached.
"age 84 Change the fifth figure down in the 1985 column to "3-0.5".
Page 86 Add the following sentence after the third full pafagraph:

"A description of the self-employment tax changes can be |
_ found on page 34, item 11." |

Page 88 The first paraéraph should have been stricken.
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SOCIAL SECURITY CASH SENEFIT PROGRAMS (OASDI)—UNIFIED BUDGET IMPACT OF
PROPOSED LEGISLATION: NATIONAL COMMISSION PROPOSALS 2

[ta bilioes f doftars)
- wﬂ- . H
1883 1544 1985 188 190 1982 i
Proﬁosals affecting income= B
CA tax acceleratiol oo, 85 =19 9.4
SECA tax increase 0.6 7 - 15 16 2]
Cover all non-profit
employees ..... 0.8 L5 w A 25
Prohibit termination of
coverage 0.1 03 04 02 09
Taxation of benefits 1.1 40 4.7 35 6.4
Total unified budget : _
income ... 8.2 35 84 88 2l
, Prognsals affecting outlays: - : _
- OLA delay v =21 =42 =46 =49 =54 57 - o e
Equity provisions 0.2 02 . 03 03 ... 03 ... _ .. .
-+ ===~ -Total unified-budget - : ST e s g
outlayS oo =21 =40 44 47 51 54 :
Reduction in unified budgst . T T e e
deficit 21 122 83 131 1S 265
1 Does not include Nationz! Commission | to increzse SSI income ésepard Also, Goes not inchude

additional income due to prope==’ o tax : health benefits.
Note: Tolals may not 2dd o= 10 rounding.
Source: Office of Manageme=2 3nd Budget and Office of the Assistant Secretary for Management 2nd Budget/HHS.

SOCIAL SECURITY CASH BENEFIT PROGRAMS (OASD!)—TRUST FUND IMPACT OF
PROPOSED LEGISLATION: NATIONAL COMMISSION PROPOSALS

[in billions of doliars)

fsal Year—
1883 1984 1985 1886 1987 1988

Proposals affecting OASDI )

income: :
FICA tax acceleration e 6.4 24 10.8 -
SECA tax increase 1.0 30 30 32 36
Cover new Federal

employees 0.1 0.6 12 17 24
Cover 2li non-profit .

employees 0.9 14 1.6 19 23
Prohibit termination of <

coverage 0.1 0.2 0.4 05 038
Taxation of benefits 11 40 41 55 6.4




Chart 7

Welfare Programs for Families

A. AID TO FAMILIES WITH DEPENDENT CHILDREN

The program of Aid to Families with Dependent Children
(AFDC) provides Federal matching for State programs of cash as-
sistance to needy families with children in which at least one
parent is deceased, disabled, or absent from the home. States, at
their option, may also provide benefits for families in which de-
pendency arises from the parent’s unemployment. Twenty-one
States plus Guam and the District of Columbia have elected to pro-
vide benefits to families with unemployed parents. The amount of
Federal matching for AFDC benefits varies from State to State
under formulas providing higher percentages in States with lower
per capita incomes. The national average contribution by the Fed-
eral Government is 54 percent. States establish their own income
eligibility and benefit levels. ‘

Under present law, the average number of families and recipi-

ents receiving monthly payments as estimated by the Administra-
tion to be: 4

[In miflions of dollars]
Frscal year—
1882 1983 1984
Families - 3.0 38 38
‘Individuals............ 10.4 110 - 109

~ Administration estimates for Federal program costs are as fol- . .

lows:

e v emme s e Cemm ey v ee T .. e ey amr oy r

(In milfions of doltars]

Fescal year—
1982 1983 1984
AFDC benefits.. : 6,575 6,781 - 6,768
Emergency assistance 51 51 3
Other assistance payments > 15 15 16
State and local administration and training 863 884 943
Federal administration and refated costs 2] 4] 36
Subtotal, current law 1531 7,012 1816
Proposed legisiation i —566.
Total, outlays ~ 1831 1112 1150
(45)

16-686 0 - 83 - &

v amw e



Chart 15.—REVENUES: PROPOSED LEGISLATION®
' {In billions of doliars)

1983 1984 1985 1986
Tuition tax credit,. ~02 -05 —08
Enterprise zone tax |
incentives -1 -4 8
Taxation of health o
insurance premiums 2.3 44 6.0
Jobs tax credit ................ =% =2 =2 . -1
Social security changés =............... 6.1 SL05 15
Highar education tax o
INCEAHVES oo =* -1 —.2
Subtotal............... —* 19 2.7 5.6
Contingency tax plan......oou.eormeeevonnnnn ... 46.0
Total...oue... —~* 1.9 2.7 516

*$50 ‘million or less. )
! These estimates are based on the direct effect on

I'y'of legistative changes at- 2 givén

level of economic activity. Induced effects are taken into account for forecasting incomes,
however, and-in this way affect the receipts estimates by major sturce and in total.

2 These revenue estimates are net increases or decreases in budget receipts that will
-result from the Administration's .proposed. tax changes in the social security program.

These estimates have been supplied by the Department

of the Treasury.

3 The Administration assumes that many of the employee tax credts caused Oid
Aﬁe and Survivors and Disability Insurance rate increases in fiscal year 1984 will not
S

ect budget receipts until fiscal year 1985.



