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CONSIDERA&ION OF FINANCE COMMITTEE
MARCH 15 REPORT TO THE BUDGET COMMITTEE

TUESDAY, MARCH 1, 1977
United States Senate,
Committee on Fin%nce,
Washington, D.C.

The Committee met, pursuant to notice, at 10:10 a.m.
in room 2221, Dirksen Senate Office Building, Hon. Russell
T. Long (Chairman of the €Committée) presiding. |

Present: Senators Long, Byrd, Nelson, Gravel, Bentsen,
Hathaway, Haskell, Matsunaga, Moynihan, Curtis, Eackwgod,
Roth, Laxalt and Danforth.

The Chairman. May I suggest that we start discussing
what we have before us?

I want to welcome Senator Laxalt to our Committee. We

did not have the privilege of having him at our previous
meeting. We know that he will make a major contribution,
We look forward to benefitting from his suggestions and
advice as to whaﬁ some of these things are, in his good
judgwent, might improve upon the suggestions for the
Committee.

With éhis understanding that those of us here, although

not at this moment constituting a guorum, represent all

points of view, conservative, moderate, liberal, Democrats,
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Republican, I think we can go ahead and talk about what we
have here. Then we can finalize any decisions that we want

to make after we have a quorum.

So why do you not go ahead, Mr. Stern, and start

eiélaiﬁiﬁg to us.

Mr, Stern. I might review very quickly what the purpose
of this is. |

Under the Congressional ﬁudget Act, each Comm;ttee
reports to the Budget Committee by March 15th its views and
estimates on the areas within its jurisdiction for the coming
fiscal year that will end on October‘lst. In the case of the
Finance Committee tﬁat.means all revenues, expenditures
which cover, I'guess, about half of the Budget, tax expendi-
tures and the public debt.

In particular, the estimates relate both to existing law
and proposed legislation, so that the philosophy of this is
that if you intend to legislate in an area in a way that will
have impact on the upcoming fiscal vear, you should provide
for its budgetary impact at this point. If you do not make
any allowance'for.iﬁéfit means that basically you are not
going to legisléte.ihtsuch a wa& as to have budgetary impact
in that area in the fiscal year.

The blue book that you have before you reproduces the
charts that are over there (Indicating). The second cha;t

here -gshows the economic assumptions —-
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The Chairman. What page?

Mr. Stern. Page 12 of the blue book, Chart number two.,
The charts ~dre all reproduced in the blue book., This shows
the difference in the economic assumptions between the Ford
Budget and the Carter Budget.

We simply set them forth here because you wili be
seﬁtipg them forth in your letter to the Budget Committee.
The estimates, such as Social Security, Unemployment Compensa-
tion and so on do reflect the economic assumptions. I guess,
that we would recommend as you go th:ough that you accept
the Carter Budget assumption simply because they do assume
enaétment of The Economic Stimulus Program.

The Chairman. That:geems fair. We do hot need to decide
it now.

Why do we not think in those terms, and then we will
move on to éhe next thing. ‘

Senator Packwood. May I ask a quick question?

The Chairman. Yes.

Senator Packwood. On the inflation rate, you are figuring
5.1 for '77 an& 5.7 for '78, is that right?

Mr. Stern. The percentage ﬁight be slightly different.
They are both based on 1976.

Senator Packwood. Accumulated total?
Mr. Stern. Yes, sir.

The next chart simply outlines all the different areas in
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which the Finance Committee does have jurisdiction over
expenditures. There wi{}k?e separate charts on each of
these: Social Security‘ﬁwh benefits; Supplemental Security
Income for the aged, blind and disabled; welfare programs for

families; social services; Unemployment Compensation; health

" programs; Revenue Sharing; the Sugar Act, should you decide

to extend 'it; interest on the public debt.

Going now to chart four on page 16, this shows Social
Security cash benefits under existing law and the difference
between the Ford Budget and the Carter Budget. There is no
difference in the estimate of outgo.i The difference in
estimated income is a slight difference; it is based on a
difference of economic assumptions.

You can see £hat the éssets in the Trust Fund at the
end of fiscal year 1978 will be about $35 billion, which is
$4.5 billion less than the assets of the beginning of the

-

year, an excess of outgo over income of $4.5 billion.durfng-

‘fiscal year 1978,and fiscal year 1977 it will be in excess

of about $4 billion. In 1976, it was in excess of about
$3 billion.

Over those three years, tﬁat is somefhing like an $11 or
$12 billion decline in the Social Security cash benefit
Trust Fund assets.

Senator Hathaway. The $88.9 billion, does that antici-

pate any increase in the tax?
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Mr., Stern. This is an existing law entirely. No
assumption under new legislation.

Senator Hathaway. The increase in income is due to more

people working?

Mr. Stern. The increase in income is due to the fact
that the wage base goes up, increase in number of people
working.

Chart 5 projects out through fiscal year 1982 what will
happen to the 0ld Age Survivor's Insurance and disability
insurance trust funds combined. You can see that while the
income goes up each year, the outgo éoes up by even more,
so that the excess of outgo over income each year gets laréer
and larger.

One measure that was used to judge the actuarial sound-
ness in the short rangé of the Social Security system in
1972,when the automatic éost—of—living provisions were enacted
at that point it seemed reasonable that the trust funds ought
to have about nine month's worth of benefits in them, just as
a kind of contingency fund.

In fact,'at the start éf fiscal year 1978, this coming
October, the assets in the fund; as we saw in the chart, was
$40 billion, will only fepresent 42 percent of the year's
benefits, perhaps about five months worth of benefits. :By

1982 they will only represent 15 percent, or perhaps a month

‘and a half of benefits.
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Senator Laxalt. What was the rationale behind the ﬁine
month period? ¢

Mr, Stern, It was an arbitrary decision., Actually, the
Advisory Council that reported at that time recommended that
the Trust Fund ought to have somewhere between 75 and 125
parcent of the year's assets. .

I think that ﬁost people would regard this as unreasonabl
low, par#icplarly the fact that it continues to decline. What|
is.gismi;sed by this chart is when you lump the retirement .
and survivor's benefits together with the disability benefits,
it comes ;;t as shown on the chart;

The Disability Insurance Fund is projectéﬁ to become
exhausted during calendar year '79. You would need some kind
of legislation %o prevént that fund from totally running out
of nioney.

We have also indicated on this chart, on the bottom
line, the impact of the tax changes that President Ford
recommended. He recommended increasing the Social Sgcurity
tax rate by .2 percent in 1978, by an additional .6 of a
percent in 1979, an additional .3 percent in l980,yand from
there on out. |

That would have broughF in an additional $1.3 billion
in fiscal '78 going on oumjgy fiscal '82, ié would have

brought in an additional $17 billion.

This proposal has been eliminated from President Caxrter's
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the Carter assumption rather than the Ford assumption and
we do not put through a tax increase, we would be on the safe

side.

If you buy the Ford assumption of the tax increase and
then we f;il to pass the tax increase, we would be in trouble
once the Second Budget Resolution is passed. Is that
correct?

Mr. Stern. That is right.

I guess I spoke too quickly. What I said was true in
general revenues. In the case of Social Security, thexre is
a peculiarity.

Thg aﬁount that you raise in taxes shows up as budget
authority Which is limited under the budget. However, the
point really is, if you are going to enact an economic stimulup
that includes tax benefits for business, presum;bly you would
not want to, at the same time, be raising the Social Security
payroll tax for business.

You certainly can raise the Social Security gax any time
beginning in fiscal '79 without running'into any problem,

Of course,. it‘bnly relates to what you do before October 19,
1978.

Yes, sir. Our assumption is that you probably would not
want to raise the Social Security tax in fiscal year '78.
There are other thingé that you can do.

Senator Hathaway. Increased revenue distorts it?

-2
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make any difference as far as what we migh’:}&'ant to do in the

1-9

Mr. Stern. In the peculiar case of Social Security, the
way it works is that the taxes that are raised by the payroll
tax do not themselves go into the Trust Fund. The technical
language of the law is that an amount egqual to the tax collec-
tions is appropriated to the Trust Fund. Therefore; technicall
it is budget authority and budget authority is subject.

Senator Hathaway. It'is offset by the’taxes raised?

Mr. Stern. I would, not think, in fact, that the
Budget Committee would have a problem if you raised taxes and
benefits at the same time. Your problem is that you really
do not have too much latitude to raiée.benefits at this point.

The outgo is pretty substantially‘E}gher than the inéome
as it is.

As you will see in a minute, both the Ford Budget and the
Carter Budget proposed certain kinds of cutbacks in the
benefits, and you may want to be looking at some of the lower
priority elements of Social Security as a way of helping you
with your short-term financing so that you do not have to
raise taxes.

The Chaifman. I do not understand what you have told
us. You have said it twice; I still do not understand it.

You had better say it again to see if you can get it through
to us, at least to me.

Do I understand you to be saying that it really does not
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way of Social Security, whether we propose to raise the
Social Security tax or not? Is that right?

In other words, assuming that we are going to recommend
spending more money for Social Security cash benefits to
handle our budget problem with the Budget Committee and under
budget law, do I understand you to say that it does no£ make
any difference whether we raise the Social Security tax or
not?

Mr. Stern. The question of outlays is looked at separ-
ately from the question of revenues, so that if you were
su@ject to a ceiling on outlays, the way the Budget Act works
now, if you are subject to a ceiling on outlays it does not
matter whether you have raised the revenues to pay for them -
or not.

I would have Lo say that that appli@s only after the
Second Budéet Resolution, which is the one that makes things
subject to a poiht of order.

Senator Curtis. I am not sure that I understand that.

Do you mean at any time that this Committee decides to
raise the Socia; Security benefit, it might be a percentage

-

raise’ itxnight have to do with the retirement test.’

/
If they abolish the retirerent test to age 65, that
would cost $é.9‘ billion. If we found the taxes to raise

that, would we be in violation?

I want to know would we be in violation of the Budget?
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Mr., Stern. There is a distinction made before the
First Budget Resolut}on, the one you do in the spring, and
the one that you do in the fall. The one that you do in the
spring sets targets which are not backed up by parliamentary
procedure. No matter what is in the Budget Resolution you
can still come out with any legislation that you want to and
not be subject to a point of order.

I guess the Budget Committeé might oppose you, but not
subject to a point of order, no matter what you do. |

After the Second Budget Resolution, the answer is that
outlays are looked.at separately from revenues. If you go
out with a bill that raises outlays $2.9 billion, even though
you have raised revenues by the same amount; it would be
subject to a p&int of order.

Senator Curtis. Would it?

I thouéht that the power of the Budget Committee was over
all matters, and we could adjust within that.

The Chairman. Thexe is a blank side on the other side
of that blackboard. Let us write it down so that we can
lock at it.

It seems to me if you -- péint "Income" in big letters
up in the top lefthand corner.

Now, drop down about four spaces and put "Expenditures."

Here is what Mike is saying, as I understand it. Just

assume any level of income, Mike, for Social Security purposes

¢
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Just put a figure down there. |

Let us assume any level you want to on expenditures.
Here is what Mike is saying, as I understand it. In the
Social Security area if we cut that income figure, if we
estimate an income figure once the Second Budget Resolution
is passed, we are bound by it. If we estimate an income
figure and then we recommend a cut in that $90 billion by a
cut in incame, that would be subject to a poiﬁt of order.

Mr. Stern. Yes.

The Chairman. Now, furthermore, if we assume«$94 billion
in expenditures and then we recommend an increase in that,
that would be subject to a point of order, right?

Mr, Stern. Yes, sir.

The Chairman. Here is what Mike is saying. Once that
Second Budget Resolution is in effect, we are bound by those
figures, sé that if you proceeded to increase the income -
put $8 billion, plus $8 billion -- even though you raise the
income by $8 billion you are still bound by the $94 billion
under Expenditures.

Is that right?

Mi. Stern. Yes, sir.

The Chairman. So that different from these tax bills
in the Social Security area where we raise money and then
propose spending it, if we do not have it in those estimates

even though we raise the tax, we still cannot spend the money.
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Iz that right, Mike?

Mr. Stern. Yes, sir,

Senator Laxalt. How do we meet the Retirement Test,
then?

Mr. Stern. The idea is that you can . do : these
things. You just have to plan for them in advance: If you
have not made accomdation, in the case the Chairmap is talking
about -~

Senator Laxalt. Say there is §3 hill;on in Retirement
Test; How would we apply these figures?

Mr. Stern. What the Budget-ﬂct'is trying to encourage
you to do is say at this point you are going to raise taxes
by $3 billion and raise outlays by $3 billion. Once you
provide for it in the Budget Resolution, then you can go
ahead and do it.

If ydﬁ have not provided for it at some later time.and»
you go ahead and say we will pay for it and do it, then you
would be subject to a point of order. '

Senator Bentsen. Any substantial variance of income
or expenditurérafter the Second Budget Resolution, afe you
not subject to 5 point of order?

Mf; Stern. Yes, sir. '

Senator Bentsen. Up or down, either way?

Mr. Stern. Not éven a substantial one.

Senator Bentsen. Up or down, either one of them?




)

g

C®

Ce

10
.1

12
13
14

15
16
17
18
19

20

22
23
24

25

1~-14

Mr. Stern. Yes, sir.

Senator Bentsen. Why Social Security is so different,
when Social Security or the tax dbes not spe;ifically go
inté the fund, th;t money comes by the appropriations route
even though it is collected for that purpose. It still does
not go directly across.

Why does that not also fall into the same category as
taxes? Does it not?

Is it not treated the same way?

Mr. Stern. The Social Security tax increase as such is
treated as a tax increase. The autoﬁatic appropriation into
the Trust Fund is treated as another category called
"Budget Authority.”

Senator Bentsen. Is it not treated as an expenditure?

Mr, Stern. In most programs, Budget Authority is rather
similar to-expenditures. It just occurs before the expendi~-
ture does.‘ It authorizes an agency to spend money.

In the peculiar case of the Social Security Trust Fund,
Budget Authority means the authority to appropriate money
into the fund; so in this case, what you would be doing is
you would be inéreasing Budget Authority by $3 billion
income, that is to say revenue by $3 billion and expenditures
by $3 billion,

When you are working on a revenue bill alone ~~ by which

I mean income tax -- you do not have this additional peculiari
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Senator Bentsen. Do they not look beyond the veil énd
are you not violating the Resolution if you raiée it, say,
$3 billion on Social Security on the Second Resolution?

Mr. Stern. We are suggestiné, if you have not made
revision in that resolution for legislative ac;ion, you would
be subject to a point of order if you did do it. '

All of the features of the Budget Act really are bhasicall]
designed to do the planning in advance.

The Chairman. The point that we are making here, the
peint that Mike is making -- we should all try +n understand’
this -- that the money tha£ we plan fo speﬁd in ;Aditional
benefits under Social Securitf must be in there by the time
we pass that Budget Reso}ution.

It is easier to put in if you start right out with the
First Budget Resolution saying that we put it in, easier:to
get it right from the beginning than to wait until the last
minute and put it in the Second. All right? |

You-are making this ?oint. You cannot do with Social
Security what you can do with the ordinary tax bill.

The ordiﬁary tax bill,.iéli,understand it, we can
recommend that fou have a ta#uiﬁcrease here and a tax cut
over there, and one balances the other, can we not?

Mr. Stern. That is correct;

The Chairman. At least that is what we contend. I take
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Mr. Stern. Yes, sir.

<

The Chairman. We éiéxhéve this big fight last year over
whether they could specify within our bill what we are
going to do. By the time we got through with all of that,
the answer is that they cannoty It it is the Senate's rule
to sustain us, Wé can do it whichever way we want to do it.

It is a little bit different over here. It seems toc be
that we have to recognize that Qe cannot wait if we are going
to increase the Social Security benefits and put a tax on to
pay for it at the time, the whole thing would be subject to |
a point of order -- not that we.could not incfeaée the
revenue; that would be no problem.

That:woiild not violate the Budget Resolution, would
it?

Mr. Stern. No, sir..

fhe Chairman. The hell of it is, they'haQe us caught
when we go to increase expenditure or increase the budget
authority, so if we are.going to recommend an increase in
Social Security benefits, we ought to be thinking about it
now.

The sooner you think aboué it, the easier it is going
to be to get it done, providing that you have the votes for
it.

As you indicate with the retirement test, if we are

going to do something along that lLne, we had better be thinkin

g
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about it now before we send this thing in there.

Senator Laxalt. I have not understood since I have been
here what the effect of the March 15th Resolution is.
Apparently it is a recommendation only and we are not locked
in at all, as a Congress or as a Senate or as a Committee,
until September 15th., |

Are you saying, Mr. Chairman, for the matter‘of our
internal proeesses here that we should settle as much as we
can at this point on where we are going to be?

The.:€hairman. Let us talk about the one that you
5rought éP? = |

'Senator Laxalt. The retirement test is a good example.

The Chairman. You have brought up a good example.
Let us take the retirement test.

If you want to eliminate the retirement test, that is a
substantiai cost. What is the estimated cost on that?

Mr. Stern. §$3.billion.

The éhairman. Let us say -- all right. That would be
up there on that chart.

You want.to recommend something that is going to be
a 83 billion inerease in expenditures. If you do not do
anything about it, then you come along in September and
suggest that we do that, now when you do that, that means

if we have nothing in the First Budget Resolution, then

you come along with the Second Budget Resolution, it is
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going to look like a big increase in the deficit. Of course,
we could recommend increasing the tax to pay for it.

The tax increase was to put over the expenditure
increase. If you are going to recommend an increase in
spending and you do not get around to putting that into the
Budget until September, that is a little tougher to6 do at that
point because they have not been thinking in those terms.

If you put it in now, then it is in there. Then you
came along to September it is already in, and all you are
talking about then is continuing something agreed to in
March and that is easy to sell on thé budget side -- we put
this in and you people agreed with us. Now we are just
carrying it out,

At least we want it in the Second Budget Resolution
because this is something we wané to.do. It is easier to do
it if you do it that way.

Mr, Stern. Also, Senator Laxalt, we do not want to
exaggerate the tentative or target nature of the First
Budget Resolution. The Budget Committge tends to take it
very seriousl&, to the point that the .Chairman of Budget is
going over and fightiﬁ&ﬂahendmehts based on targets
in the First Budget ﬁesolution. |

Even though it is true that it is not parliamentarily
binding, he regards it as a moral commitment, you might say.

The Chairman. When you go between now and September yhen

t
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yﬁu aré not bound by, the Budget Resolution, you go to the
Floor and seek to do this thing, it is true that you are+not
bound by it. The Senate has not agreed to bind itself by it,
but the Chairman of the Senate Budget Committee will be out
there with the support of that Committee saying, this is a
budget buster, not in the Budget Resolution, not at this
peoint binding in the Senate, not:subject to a péint.of
order.

They will be saying this is irresponsible. It is not
in the Budget Resolution. Ikt means an increase in expenditureg
and the funds are not there to pay for it, or the authority
is not in the budget.

0f course, you can say well, we want to -~ our proposal
is to increase the tax as well ag increase the expenditures.
We are being fiscally responsible. At thé same time, it
sets a stage for an argument about whether you should increése
that expenditure figure,

Senator Laxalt. As a practical matter, March 15th is
it, and we are finé tuning in Septenmber?

Mr, Sterﬁ. In terms of what legislative action you are
taking, I would say that the exéerience 1aét year wés that
you pretty much, fﬁga‘gs.pmedict those areas that you were
going to act on legislatively in the spring.

Senator Curtis.. Here is our practical problem. There is

‘virtue, of course, in looking ahead and seeing what added
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expenditures we are going to be inqorporating into Social
Security. By putting them in March,  we approved them
before we investigated and hold hearings.

The Chairman. You see? If we are going to act in this

area, the sooner you put it in your budget assumptions, the

" better off you are going to be,

In other words, if you want to repeal tﬁe retirement
test and it is not in this budget, the sooner that you come
up with it and say we ought to put some money in here to
repeal that retirement test, the better off we are going to
be. ‘ | '

Mr. Stern. The letter that actually goes to the Budget
Committee tends to lump together everything in the income
security area.

For example, if you were going to make provision for
something in Social Security, something in welfare, something
in unemployment compensation, that would be in one figure.

It is nog defined as X amount for this particular legislative
proposal.

You do héve that kind of flexibility. The decision you
are reaching is not aeiégislétéée decision, a budgetary
decision on how much you want to allow to accomodate the
legislation you are going to have later.

The last two years, which have been the first two years

’of“the budget process, this Committee has been very picky
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ﬁ;ﬁt saying these are budgetary and not legislative at this
point.

The Chairman. At the moment, if nobody has any sugges~
tions about changing these figures; I suggest we simply move
on to the next item. We can come back and change it if you
want to.

Mr, Stern. We are now on Chart 6, which is on page
20.

Senator Curtis. May I ask one thing about Chart 5?

What increase in Social Security benefits is included?

Mr, Stern. In the checks that éeOple will be getting
in July of this year, it assumes a 4.9 percent increase.
This is an unrealistically low number. The cost of living
has already gone up more than that.

‘ Senator Curtis. Chart 5 is limited. The only increase
included there is the automatic?

Mr. Stern. The automatic each year.

The Chairman. If that is unrealistically low, why do
we not recommend changing that right now?

Senator éurtis. Who méae it? Dpid we do that?

Mr. Stern. It was in the Ford Budget} it was not
changed ini the €arter budget.

The Chairman. You say it is unrealistically low. What
is a more realistic figure?

Mr. Stern. The cost of living is measured over a
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twelve month period. Already by the tenth month it had

exceeded 4.9. I think it would be 5.5 percent, something

like that.

If you like, we can increase the outgo figures accordingly.

The Chairman. Why do we not do that? I suggest that
we do it another billion or so.

Mr. Stern. About a half a billion dollars.

The Chairman. I suggest that we do that.

Senator Bentsen. What you are doing is reflecting what
is actually happening, not something over which we have an
option?

Mr. Stern. This is existing law.

The Chairman. If you just project the rate at which it
is going up, you project to where it is and the rate at
which inflation is moving.

In other words, how much have we had -- about how much
a month have we had going last year?

Mr. Stern. It is.just slightly less than a balf a
percent. On the average it would be 6 percent over a year.

Our thought is that it is probably about 5.5 percent
for the twelve-month period between the fifst quarter of
1976 and the first quarter of 1977, theiperiod that you
measure in calculating what the benefit increase is going to
be in the checks that'go out in July.

Since it already had reached 4.9 percent by January, it
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will probably be slightly higher than that. We would juét

make it about 5.5 percent instead of 4.9 percent.

is just a more realistic estimate, that is all.

Mr, Stern. Yes, sir. -

Senator Hathaway. Half a billion?

Mr.:)Stern. Yes, about a half a billion.

Senator Hathaway. I think we should put -~ should we
not put it at more, since energy costs will go up this

year and it will raise the Consumer Price Index?

Mr. Stern. Under the law, you.éan compare the first
quarter of 1575 with the first quarter of 1977, so some of
those increases just may not be reflected in this period.

The Chairman. Senator Laxalt?

Senator Laxalt. At which point should I introduce
#eférencé’é@iphasing out the retirement test, at this point?
Are we going to do that after consideration of general
matters?

The Chairman. You can suggest it now, if you want to.
First, let us discuss this.

Shall we jﬁst tentatively decide that.we will estimate
5.5 rather than 4.5?

Senator Hathaway. Yes.

The Chairman, Without objection, we will do tha;. It

'is about a $500 million difference.

1-23

The Chairman. I suggest that we put that in there. It
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Mr. Stern. Yes.

Sehator Bentsen. Did you not move it to a billion?
What did you move it from?

Mr. Stern. About a half of a percent, maybe .6 percent
times about an $80 billion base load. That comes to about
$500 million.

The Chairman. We are only talking about one fiscal
year, a half a fiscal year.

Mr. Stern. Fiscal year 1978.

The Chairman. Without objection, we will do that.

Senator Laxalt? )

Senator Laxalf. I would like to have included, members
of the Committee and Mr. Chairman, within our letter to
Budget, a reference to a.proposed phase-out of the retirement
test.

I recognize that the pricetag, which is some $2.9 billion
currently, probably has too heavy an immediate fiscal impact.
There are some thirty co-sponsors to do away with . .the test
entirely, strong support within the Senate generally.

I do not‘personally think that it is possible, however,
without making a judgment at this time. We have a phase
program over five years which in the first year would

reflect some $200 million.

Without any firm decisions at this point, recognizing it

is complex and requires some hearings, I understand I am going
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to be ranking on Social Security, I would like to have

igcluded in our Budget letter encugh flexibility by way of
language so that we can proceed and not be‘locked out.

I would like to move that.

The Chairman. Phase out the éarnings test?

Senator Laxalt. Earnings test on Social Security.

Mr. Stern How much money would you want to include?

Senator Laxalt, $200 million for the first fear.

Senator Hathaway. You are not proposing an increase in
tax?

The Chairman. We can talk about the tax increase later
on. The thing is going to be in a deficit anyway. If we
want to put a tax to reduce the deficit, we can. This $200
million is not going to make too much difference.

Senator Curtis. Is that a fractional phase-in?

Senator Laxalt. I can give you the rate here.

Senator Curtis. You can reach it otherwise. You can
go from 72 to 71 rather than give peanuts to the guy who
is 66. The average retirement, age of retirement,.is somewhere
between 67 and 68 anyway.

Senator Laxalt. Senator Curtis, actually our formula
is based upon lowering the age over a five-year period from
the present 72 to 65, resulting eventually in the $2.9 billion|
loss under the current basis.

The Chairman. What would you do?
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1 Senator Laxalt. The first phase of reduction would be ‘

2 71 from 72, would be a cost of $200 million from fiscal '77

3 to '78; then it goes on down from there.

4 The Chairman. He is estimating what you are talking
5 about.
5 Senator Curtis. What I want to know, are we voting, when

7 | we vote in favor of something like this, are we voting in
8 favor of keeping enough leeway so that we can make a decision

9 later on, or voting for it on its merits?

o 10 I am not going to vote for any increased expansion of

™. n benefits when we have from $5 to $8 billion more paid out

12 than we are collecting now, but on the other hand, I am not
éf 13 aéve{se to preserving the issue so that it can be investiga-
@? | 14 ted later on.

“ 15 Senator Bentsen. I do not want to get committed to what
il 16 the formulé is at this stage.

o 17 Senator Laxalt. As I tried to indicate, Senator Curtis,
& 18 all we want is lead time to examine the problem at this

19 point. This has been kicking around here for a long while.
20 It has never gotten beyond this point, and we want to be

5 protected so far as the budget:process:is concerned so that

21

2 we can examine it in detail and come back to the Committee
g 23 as a whole.

24 The Chairman. ILet me make you a suggestion. If you want

>

25 to, we can just vote on the two at the same time.
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