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EXECUTIVE SESSION

THURSDAY;. MARClI 2, 1978

United States Senate,

Committee on Finance,

Washington, D.C.

The Committee met, pursuant to recess, at 10:15 a.m.

in room 2221, Dirksen Senate Office Building, Honce Russell

B. Long,(Chairman of the Committee) presiding.

Present: Senators Long, Ribicoff, Byrd, Gravel, Haskell,

Matsunaga, Moynihan, Curtis, Hansen, Dole, Roth and Danforth.

The Chairman. The Committee will come to order.

I suppose that one reason that we have so few Senators

present is that there are other committees meeting at this

time that have some crucial votes that are occu-ring in those

committees.

I, for one, do not feel that we can proceed and do

business-in the absence of at least one Republican member so

I suggest, in the absence of a quorum, the Clerk will call

the roll.

Mr. Stern. Mr. Talmadge?

(No response)

Mr. Stern. Mr. Ribicoff?

(No response)
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Mr. Sfan. Mr. Byrd?

Senator Byrdo Here.

Mr.' Stern. Mr. Nelson?

(Noztesponse .

Mr. Stern. Mr. Gravel?

Senator Gravel. Here.

Mr. Stern. Mr. Bentsen?

(No response)

Mr. Stern. Ir. Hathaway?

(N0 responsel

Mr. Stern. Mr. Haskell?

(Noresponsel

Mr. Stern. Mr. Matsunaga?

(No responsel

Mr. Stern. Mr. Moynihan?

(No response[

Mr. Stern. Mr. Curtis?

(No responsel

Mr. Stern. Mr. Hansen?

CNo response)

Mr. Stern. Mr. Dole?-.'

(No response)

Mr. Stern. Mr. Packwood?

(No response)

Mr. Stern. Mr. Roth?
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(No response)

Mr. Stern. Mr. Laxalt?

(No response)

Mr. Stern. Mr. Danforth?

Senator Danforth. Here.

Mr. Stern. Mr. Chairman?

The Chairman. Here.

There are four present and fourteen absent. If we had

a prospect of obtaining a quorum sometime soon, I would stay

here and try to get a quorum. But I am afraid we are not

going to get it. I notice that we have the majority of

our Democrats who are not going to be here because most of

them are attending meetings of other committees.

I suggest that the staff obtain from the offices of

the Senators who want to make the information available that

the central business that the various Senators were engaged,

in the business at the time. Unddr the circumstances, 2Ado

not know what we can do.

Senator Gravel. I know I have one item and I think

Senator Moynihan may have an item. I have six proxies involve

in the issue.

The Chairman. You cannot vote those six proxies without

aL quorum.

Senator Gravel. I realize that. The point I am making,

JMr. Chairman, is there is interest in the subject. As you
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pointed out, there are some comments. I think those

conflicts, as sbheduled, may resolve themselves in the course

of the morning. If you would go ahead to deal with the two

subject matter and a full quorum were present, then the

votes could be legitimatized.

The Chairman. Why do we not talk about it and see?

Senator Gravel. We are getting members showing up, I

think, in the course of the morning. I know Senator Dole

is going to be here later on.

The Chairman. Meanwhile, I will instruct the staff to

send word to all Senators. We do not have a Sergeant-at-

Arms to-arrest Senators, but I will instruct staff to send

word to Senators that we are trying to call the absentees

to try to muster a quorum here.

Senator Gravel. Title XX is one of the most flexible

Federal-programs administered at the state level. It allows

those states to develop a mix of programs to meet the

individual needs of its citizens.

A majority of Federal money in 1976 was spent on healths

related services, counselling, child care, child day care,

protective services for children, and case management services

In 1972, the Congress imposed a $2.5 bilinon ceiling on the

Federal share of social servicescosts due to the rapidly

rising costs.

I think we all recall that runaway situation. At that

to

An-
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time, six states were allocated their ceiling share and

have received no increase. In 1977, 19 states were at the

ceiling and in 1978, HEW.estimates 35 states will reach their

ceiling.

The Consumer Price Index has increased 34.9 percent

since the ceiling was imposed. The $2.5 billion ceiling

purchases only $7 billion in 07 dollars.

The Congress rewrote the program making more demands on

the state, broadening the population to be served, but no

intention of funds was provided. In 1976, the Congress

temporarily increased the ceiling to $200 million for day

care services.

Legislation is pending to make this increase permanent.

However, the purchasing power of the original $2.5 billion

has been nearly cut in half by a recession and has also

created-.a greater need for social services.

Since the allocation formula is based on-populations

large urban areasexperiencing loss of population have reduced

allocations. Yet, their Title XX population is not decreased.

A permanent $200 million increase is to allow states a

modest expansion of social service programs and enable states

to undertake some measure of longrange planing.

What I would hope, Mr. Chairman, And move, is that we

waUld have a permanent increase of $200 million in Title XX

funds.
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The Chairman. I think that the amendment has bipartisan

support. There is a good case for increasing the amount of

funds available under Title XX. When we are able to muster

a quorum --

Senator Gravel. How close are we?

Mr. Stern. You need ten for a quorum, Senator.

Senator Gravel. How many:have shown up so far?

Mr. Stern. You have seven Senators present now.

The Chairman. Three more Senators.

At such time as we are able to muster a quorum --

Senator Gravel. I have a problem with the Public Works

Committee. The section that I chair there on the water

resources budget --

The Chairman. Why do we not talk about the things we

want to do and try to set a time to come back here and we

will have a quorum so we can talk about what we would like

to vote on, then when we get a quorum in here, we can vote

on it, if we can get it.

I think you have made your case, Senator, and we could

turn, to other matters that somebody might want to discuss

and set a time when we hope to get a quorum in here and

come back here and hope that we have one at that point.

Why do we not set a target date and say we will try to

get everybody in here at 11:30. If we do not get a quorum

at 11:30, we will have to give up and come back tomorrow.

ALD5RSON RZ=OR-NG COMPANY. INC.
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Meanwhile, we can talk about some other matters if you

like. We will vote on this when we have a quorum.

Senator Gravel. I will be back here at 11:30 and will

try to get some other Senators at 11:30.

The Chairman. We will try to notify all Senators. We

will make a final attempt to have a quorum in here at 11:30

if we can.

If it is all right, we will just vote at this time on

this matter, *we will vote on it and go ahead to the next

subject.

What is next?

MNW Stern. Basically, you have gone through the expendi

ture side of the work in the Budget Committee and were about

to begin on the revenue side. You will find a long sheet

in front of you and you should have the number 2 in a circle

on the top of it.

The Chairman. How about explaining these things for *

those present so we will know what we are voting on?

Mr. Stern. This chart was prepared by the staff at the

Committee's direction to show alternative proposals for

Committee consideration, alternatives to what is in the.

President's budget.

Mr. Wetzler. Should I go down the chart and explain

the items?

The Chairman. Yes.

ALDERSON RZgORT'NG COMPANY. INC.
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Mr. Wetzler. The first item involves the extension of

tax cuts that have been enacted in the last several years and

are scheduled to expire at the end of 1978. These are the

so-called general tax credits, which is $35 per person, or

2 percent of the first $9,000 of income.

The small business tax deductions and increase in the

corporate surtax exemption to $60,000. The earned income

credit. Those three.

Senator Hansen. Do we have copies of that? I would

like to follow along there.

Mr. Wetzler. On page number 2, the sheet in front of

you, does not break them down, but this is the extension of

the expiring provisions which is listed under the Administra-

tion proposal of $8.3 billion. The Administration budget

proposed.to extend the earned income credit, the small

business tax cuts and the general tax credit, and that would

amount to $8.3 billion in fiscal year 1979.

The other important tax cut that is expiring at the

and of 1978 is the new jobs tax credit that you enacted last

year in the tax reduction act, and the Administration does

not propose to extend it, but if you did propose to extend

it for another year, that would be $700 million in fiscal

year 1979.

If you wanted to allow yourselves room to extend the

jobs credit as well as the other three, you would want to havO

ALDERSON REPORT'NG COMPANY. I4C.
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$9 billion.

I think Mike has just exhibited a chart outlining those

temporary provisions that are expiring.

The second item is the Administration's proposals for

new tax reductions which is a net of $25.1 billion. This is

$25 billion of tax cuts and $100 million of outlays.

The outlays that the Administration has proposed,

subsidy for taxable bonds.

The second item on the chart is the Administration's

proposal for new tax cuts, which is a net for them of $25

billion. They are proposing, in addition, $100 billion of

outlays for the taxable bond subsidy, a proposal to give

stalte and local governments the option of issuing taxable

bonds and subsidizing them, initially at a 35 percent rate

and then subsequently at a 40 percent rate.

If the Committee wants to give itself the room to

consider this proposal when it getik,,the tax reform, you would

want to improve the ottlays for the taxable bond option which

are $100 million.

The Chairman. Let me suggest, then, that you offer us

the opportunity of voting on that, then, when we have our

cruorum here. That is one that we ought to vote on.

Mr. Wetzler. The next item is the tuition predit, which

the Administration does not propose, but the --

The Chairman. We voted on that. That ought to be in

ALDERSON REPOR""NG COMPANY. INC.
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there. This Committee recommended it.

Mr. etzler. The nekt item involves three different

things. The Committee has already pointed out the techiical

amendments bill, including the carryover basis. The tax

treatment extensions act, which extends a number of provisionE

that were changed by the 1976 Tax Reform Act, the main one

being the exclusion for income earned abroad, Section 911.

Those two prov-sions are $400 million. In addition,

the Committee discussed, at the last meeting, the possibility

of adding another $100 million to leave room for miscellaneous

bills that come up from time to time during the year. So

the thought was that you might want to allow $500 million for

both passage of the two bills that the Committee has already

reported and $100 million for miscellaneous things that may

come up.

The next item is the energy bill. There, the Adminis-

tration's groposals, which are in its budget, the tax provisi ns

and also outlays are related to the taxes,. such as the rebate

of the crude oil equalization tax or the rebate of the gas

guzzler tax. The Administration's proposal would be a net

increase in the deficit of $0.7 billion.

The $5.1 billion is just exactly this. In a past

bill, the thought was that the Committee would simply not wan

to give up any ground in the budget resolution but simply

bring to conference the exact figure that was in the Senate

ALDERSON REPORT'-NO COMPANY. INC.
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for fiscal '79, which is a revenue loss of $51.1 billion.

Those items add up -- I am sorry. There is one other

item that we omitted from the list inadvertently which is

in the Presidentis budget, which is a provision to reduce

the air line ticket tax by 2 percent and provide that that

money be contributed to the air line companies for purchase

of low noise airplanes. That would be $300 million in

fiscal year 1979,

The Chairman. Let me ask you now, would that just be.

a matter of us reducing the tax by that amount so they can

keep the money? How, would that work?

Mr.Wetzler. I think the Administration's proposal

reduces the tax by an amount which, during the first fiscal

year, fiscal '79, was $300 million and provides that that

be a fTe instead of implementing a fee imposed by the air-

lines. There are a number of different ways that you could

do that. It would all involve a revenue reduction of some

sort.

The Chairman. Would the airlines themselves impose the

fee on themselves? How would they do that?

Mr. Wetzler. I am not sure of the exact details of

their proposal. I understand it is a fee thatgoes:.into a

fund that is used for retrofitting airplanes.

The Chairman. I do not want to cooperate with these

sch'emes that they are trying to generate over there on the

wmV LRZ G COMPANY. INC.
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House sidewhere they try to put taxes on and call them

something else. We just got through with that fight over

the black lung bill.

What this is all about, as I understand it, is an

effort to bypass the tax-writing committee some things that

are going to cost money. For example, you go to the Labor

Committee which,. for a very good reason, is very much a

labor-oriented committee, and say, look, let us put a big

tax on coal to pay these benefits. And the Committee is

very sympathetic and, oriented towards labor, will vote

for it, sight unseen, for whatever tax they would want to put

on coal just to pay benefits to workers.

In fairness, that-type of thing would be more appropri-

ately voted on by a committee which is better balanced to

look at the overall problems of taxing people., This

committee has good Iabor representation but also has repre-

sentation from business and whatever.

That being the case, the tax writing committee ought to

do that. You do not make a revenue bill something other

than a revenue bill just by cikling it something else.

That rule does not .sayrthat the tax writing committees

have jurisdiction on-tax bills. They Just have jurisdiction

over revenue bills. Whether you want to call it a fee or a

tax or whether you want to call it a dues, or whatever, one

of these hills arranged a great amount of income for governme t

C0

C>.
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is a revenue bill.

I do not know what they are going to do over there on

the House side. More and more they are going along with

this thing of trying to levy large amounts of taxes or

revenues, revenue collections, on people and trying to call

it something else, feeling that they could put more taxes on

people by calling it soimething other than taxes.

It seems to me that we ought to insist that we have

jurisdiction over this. It is all right with me to give them

a credit or to do this kind of thing. They can do it by way

of a tax credit or by way of appropriations. They can do it

anyway they want to, as far as I am concerned, but I am

opposed to calling a tax by a different name for trying to

bypass the jurisdiction of the appropriate Committee.

If that is what is involved here, I do not think we

ought to do it. Is that what the effect of it would be over

on the House side?

Mr. Wetzler. Ways and Means is keeping jurisdiction ove

the whole program, however. they do it. I think that this

Committee would clearly have jurisdiction over any proposal

to change the name of the airline ticket tax.

The Chairman. If we just make it a tax credit against

that tax for. thd purpose, there is no problem, is there?

Mr. Wetzler. I think there are a number of different

ways that the Committee could do it, including a tax credit

ALDERSON REPORT!NG COMPANY, INC
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approach.

The Chairman. If we use the tax credit approach, there

is no problem whatever that I can see, is there?

Mr. Wetzler. I do not think that there is any problem

in the House. I think the Ways and Means Committee has

asserted jurisdiction and it is- clearly.recognized that they

have jurisdiction over the whole matter, so I do not think

that that is a problem.

The Chairman. What is the budget problem? Why is it a

problem for the budget?

Mr. Wetzler. You will, regardless of how you do this,

if you decide to do it, you would have to reduce the ticket

tax or give a credit against it, but in some way reduce

receipts by the $300 million which we forgot to put on the

chart; so that you would, if you wanted to add all of these

items, you would not need '40.8, you would need 41.1.

We would request the Budget Committee give you a little

more room so you would have room to consider whether you want

to do this reduction in the ticket tax.

The Chairman. My thought is that a simple way to do it

is not levr a new tax, just-say that one quarter of the

ticket tax money will go to a different fund, will go to

fund towards noise pollution.

Mr. Wetzler. You would put the money into a trust fund

and require that that money be put into a trust fund through

ALDERSON REPOir".NG COMPANY. INC.
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the normal authorizations and appropriations process. The

spending would he under the jurisdiction of a different

committee. The airlines have not suggested that that he the

route chosen. They would rather that the program not go

through authorization and appropriation.

You could give a credit against the ticket tax. I

think the problem there may be the particular airlines may

be spending money on low-noise airplanes, may not exactly

be proportional to the amount that each one collects in

ticket tax.

When this bill comes before the committee, you would want

to consider a wide range of options. Each of the options

would have the effect of reducing receipts by the same $300

million.

The Chairman. Put that in there.

Senator Byrd. Let me ask a question, if I may, Mr.

Chairman.

The tax now is paid by the passenger, is it not?

Mr. Wetzler, It is imposed on the passenger.

Senator Byrd. It is imposed on the passenger.

Underthe new proposal, it wdild still be imposed on

the passenger but,. instead of going into the general treasury

it would go into a fund to be utilized by the airlines, is

that correct?

Mr. Wetzler. That is right.

Coe
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Senator Byrd. It would not be a reduction on the

passenger?

Mr.Wetzler. That is correct. It would be a reduction

in the receipts.

Senator Byrd. Toethe Treasury?

Mr. Wetzler. To the Treasury.

Senator Byrd. Thank you.

The Chairman. All right.

What is the next item?

Mr. Wetzler. Of the items that we have listed, they

add up now to $41.1 billion, when you add in the reduction

in the airline ticket tax. Then various members of the

Committee have suggested other items that the Committee might

want to leave room for in its budget request.

Senator Roth. Mr. Chairman, before we get to some of

the additional measures, could I ask a question or two?

Under the AdministxAtion's proposal that we had incor-

porated here as a tax cut, you have the loss of $25.1 billion.1

To arrive at that particular figure, we are accepting

that certain increases in revenue will come about that have

been proposed by the-Administration, or comparable proposals.

Is that not coarract?

The Chairman. 06rrect.

Mr. Stern. Senator Roth, if you arrive at a number, all

you are arriving at is a net number. You are not saying how

ALZER.SON RE.OI8-ING COMPANY, INC.
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you are getting at it. It does not represent any kind of

commitment to any particular level of tax increase.

Senator Roth. Nevertheless, it does recognize that if

we do not accept those we have to find some substitutes.

Mr. Stern. Or have a tax cut.

Senator Roth. That is correct.

One further question. We have this figure of $5.1

billion loss of revenue for energy. I guess, Mr. Chairman,

I do not know what the status of that conference is, or

whether or not that would happen, but let me ask you this.

If, for some reason, that energy loss did not come about,--

I have heard rumors that maybe the equalization tax would

not be accepted. I do not know if that is a fact or not --

would we have flexibility with that loss of revenue?

Mr. Wetzler. The money is completely fungible. All

you need to send to the Budget Committee is your bottom line

figure. You need the breakdown to sort of figure out how to

get there. If you do not spend money on energy provisions,

you have it available -- if it is in the budget resolution,

you have it available for anything you want.

Senator Roth. The only. point I am trying to zaise

here, Mr. Chairman,, is how much flexibility do we have if

we have the $4Q.8 and we do not use all of that $5.1 on

energy, could we use that in the event to,:,offset some of

the proposed increases of the Administration which we may or

ALDERSON ;RE.=01T7NG COMPANY. INC.
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may not want to buy?

My understanding is that we would have that right, so

that would provide that flexibility.

Z think, in all candor, there are some very serious

questions on some of the Administration's proposals. The

increases -- I think they are a rip-off on a middle class

who takes deductions and I think they are very deliberately

designed that way, so I have some problems with them.

As you know-, I do not feel that the proposed Adminis-

tration's tax cut for the American people to be adequate.

It is very much concentrated on the low end and I think they

need relief, but I am very seriously concerned about the

Administration's proposals from two standpoints.

One, ite.does nothing for middle America. It is another

rip-off on the working people and I do not consider those

that earn $20,000, $25,000 or $30,000 weh&thy. I have yet

to see a Federal employee who thinks they are wealthy as to

their own compensation.

More importantly, I am concerned about the status of

the economy. Maybe the Administration is right and we are

moving up, and I hope they are right.

There are a lot of economists who feel that, come this

fall, we could be in deep trouble, deep problems. I would

like to echo once more something that I have said before.

I think that this Comittee, and I think this Congress, has

ERSON RIPOR.NG COMPANY, INC.
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an opportunity to try to bring some punch. *into the economy,

to try to get the country moving forward, to try to get

meaningful jobs in the private sector, and I think that that

only can be accomplished by an across-the-hoard tax cut that

does not only benefit onegroup, those on the lower end of

the economic scale, but those in the middle as well.

I do not think we, as some do, that we can have our

cake and eat it too. What President Kennedy said when he

proposed his 'general tax reduction, sure, he might accomplish

some of the same benefits by increased spending, but he felt

that the better way to do it was to let the private economny,

the private sector, show what wecan do.

For that reason, I think it is very important we give

this opportunity to the private sector and have included a

proposal of an additional $10 billion tax cuts for individuals

I would like to pass out, if I could at this time,, to

the members of this Committee and to anybody else who is

interested, to show why -larger tax cuts are needed. The

President's claim, in announcing his program, that 96 percent

of all tappayers will benefit from his tax cut proposal and

the fact is that'.that is simply not true.

It fails to take into account the imact of inflation

on the tax system, Therefore, it has greatly over-estimated

the impact of the proposed tax cuts.
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I think it is important to recognize that, after calcu-

lating the effects of inflation and the Social Security tax

increases, every family of.four now earning more than $17,250

if they stay even on purchasing power, will be paying higher

taxes under the President's proposal.

By 1980, every family of four now earning $10,000 or

more will be paying higher taxes under the President's propose

I might point out that this was an Administration which

came in on the premise that the working man and woman is not

going to pay higher taxes. We have a chart in this memoran-

dum that has just been handed out to you that shows the net

impact of the President's tax proposal on a family' of four

at various income levels whose income merely keeps pace --

I emphagize that -- whose income merely keeps pace with the

Administration's own inflation estimates for the next several

years.

There is a typographical error.--5.9 -- these are the

inflation estimates of the Administration. 5.9 in '78,

6.1 in '79, 5.7 in 1980, 5.2 in 1981.

Senator Hansen. Where is the typo?

Senator Roth. The.year. It should be 1979, '78, '79,

' 80.,

Senator Kansen. That is what I have.

Senator Roth. Maybe they corrected it. Mine has not

been corrected.
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Senator Hansen. 5.9 in '78, is that right?

Senator Roth. 6.1 in '79; 5.7, '80; 5.2 in '81.

The figures below that show the tax cuts and tax

increases that result from -a person who keeps cost of

living, secures cost of living, increases.

I would like to point out, in 1979,. under the Carter

tax program, the guy who gets $17,500 would be paying an

additional $14 tax, if he has a cost of living increase.

That will go up to $92 in '80; $257 in 1981.

The Department of Labot has come out with figures that

a family of four have a minimal standard of living if they

are in the city, so we are not talking about wealthy people

here who are going to suffer a tax increase.

Senator Curtis. May I ask a question here?

Senator Roth. Yes.

Senator Curtis. This second chart here, does that

include Social Security taxes? -

Senator Roth. All we are talking about now is the impac I

of the Social Security taxes,.the impact of inflation. If a

person is fortunate enough to get a cost-of-living increase

to keep..his.purchaaing power up.

Senator Cuitis. You are on the first chart?

Senator Roth. Ys.

Senator Curtis. That does not include Social Security.

Senator Roth.. I does include Social Security, yes. It

~o.
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does not include the impact of energy taxes, El we should

agree to what the Administration or the House is pushing.

These figures are conservative as far as the impact on

working America is concerned.

So, what I am saying is that' middle income taxpayers

face substantial tax increases over the next three years

under the President's tax proposal, and it is misleading,

in my judgment, to claim that they will be paying lower

taxes,

The chart below the one column that you are making

reference to compares the Administration's tax cut claims

with the actual tax increases that an individual will suffer

if he gets the cost of living increase.

For example, your Federal employees. As the chart showsA

the Administration has over-estimated the impact of its tax

cuts for virtually every income level. A guy who is making

$17,00, $17,500, will not be getting a tax-but of $186 but

will have a tax increase-of $14.& At $20,000, he will not

he getting a tax cut of $150; it will be $186.

Go to the guy who is making $35,000. The Administration

says here there is a tax increase of $24, but it will be

$549.

Mr. Chairman, this is,not the place and time to propose

my specific tax plan, but what I am concerned about is that

I see our economy in trouble and I see the opportunity for thin

NINC.
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Committee and for this Congress to be the policy-making

body, that the framers of our Constitution intended it to be.

What bothers me about the President's proposal is that it is

not even putting back into the economy the money it is taking

out through higher taxes. It will be something substantially

less -- and it will be very substantially less, if the

energy taxes go through.

So we face the problem that we could have a stagnating

economy this fall that is not going to create the jobs that

all of us want. More important -- not more important, but

equally important is the fact that middle America is facing

some very substantial tax increases down the road, and I

think that it is time, at-this stage, at least, that we give

ourselves the flexibility to take what steps to be passed

down the road rather than cut ourselves out.

For that reason, we have proposed that we increase the

room for an additional tax cut of $10 billion. I would make

that in the form of a motion, Mr. Chairman.

Senator Byrd. Mr. Chairman, may I ask a question of the

staff for factual information?

As I understand it, on page 52, the President-s proposal

is to reduce individual income taxes by $22.5 billion.

Mr. Wetier. That is right.

Senator. Byrd. Suppose in place of the PresidentI's

program, if a proposal to, reduce each. income tax bracket

ALERSON REPOR'NG COMPANY. INC.
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across-the-board by 10 percent were made, am I correct in

my belief that for fiscal year 1979, that would be virtually

thelidentical figure that-the President envisions from the

reduction of personal income tax?

Mr. Wetzler. That is right. It would be very close.

Senator Byrd. So, without changing any figures from the

sheet, the book that we have here, there could be an across-

the-board 10 percent tax reduction without changing any of

the figures?

Mr. Wetzler. Yes, approximately.

Senator Byrd. Approximately yes. Thank you.

The Chairman. Senator Moynihan?

Senator Moynihan. Mr. Chairman, I would like to respond

in a colleague way to Senator Roth to say, first of all, that

I think this Committee has shown that it shares his concern

with the burden of taxes on working Americans. It tought

hard for one Roth amendment in the last session and it is

going to do it, and it has already adopted the Roth amendment

in the Committee stage and the report was filed just two

days ago, and we will pass that bill so that it will be law.

It will be-.the Roth bill.-

That is a major reduction in taxation for middle

Americans, and they know it. That is why some of the papers

were howling so, it was outrageous.

In any issue that involves economic judgment, all the

ALDERSON RE10O111NG COMPANY. INC.
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calculations are on the margin. They are incremental

decisions. You ask.-yourself, what would be the effect of the

last dollar, up or down. And I ;ould have to say, Mr.

Chairman, that a proposal to increase the deficit to $70

billion is, as far as I can see, a proposal to increase the

inflation rate to 7 percent.

This is the dilemma that all policy faces in this age.

We are not supposed to face it. You are not supposed to

have inflation or taxation. As Dr. Burns said, the rules are

not working the way they are supposed to. These things are

happening.

We have a situation in which. it is quite clear that

after a period of seeming stability we are onto a bad moment

again in inflation. The increase of the CPI by .8 of one

percent, about a 7 percent annual rate, took place in

January and chilled us all -- February, forgive me. It shook

everybody.

The prospect that we are runing out of a long recovery,

a recovery that is already historically just at the median

extent in terms of recovery is a pretty alarming one, because

we have learned, curiously, inflation is assoicated more

with the increase, a part of economics that nobody knows,

The cruelest tax of all is inflation. The fundamental

problem that middle Americans have, it really can be described

very simply: inflation. It has lifted the dollar, the size!

ALDERSON RZIPOR-.NG COMPANY. 114C
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of that income has gone up with inflation and that is taking

them up a progressive tax ladder such that the amount of

their income that is taken by the government has increasdd.

Without anybody choosing to make an increase in the tax rate,

we have increased their taxes.

I see the Senator from Missouri is much exercised and

wants to respond. If I am wrong, tell me so, because we

have to get something right on this subject sooner or later.

Senator Danforth. I think that you have made your point

very well. Your point is, as I understand it, in order to

control inflation, we should increase taxes.

The reason that is a fair way to present the position is

at least it faces up to the reality that even after the

President's proposed tax program, when adjusted for the

increase in Social Security taxes which we have already

enacted and when adjusted for the effect of inflation of

putting people in higher brackets, we are not going to have

a tax reduction, we are going to have a tax increase.

I think that what you have done is to really give us a

step forward and a rational analysis and what our situation

is in this economy. I do not think that it is very helpful,

in trying to make public policy, if we try to fool people

and fool ourselves by talking in terms of a tax cut.

We are not, if we follow the Administration's lead, going

to cut taxes. President Carter said in the State of the Union(

ALCON RPORTING COMPANY. NC-
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speech that 96 percent of the American people are going to

have their taxes cut, and that is simply not true. And,

Senator Roth has very clearly demonstrated that it is not

true, that the majority of the people of this country under

the Administration's tax program are going to be paying more

in taxes rather than less.

It is true that we have a very serious problem of infla-

tion and I agree with you that that is the cruelest tax of

all. Maybe, just-maybe, the way to control inflation would

be not to increase Federal taxes but to reduce Federal

spending.

Thd fact of the matter is, I thinkethat the clearest

measure of what has been4oing on is that the percent that

the Fedearl government has taken out of gross national

product in the form of taxes has been on the increase. So

that, for a period of about 20 years we had a plateau of

18.6 percent. That has now gone up to 19.4 percent and,

under the present projections, it will go up to somewhere

around 22, 21 or 22 percent of GNP consumed by Federal

taxes,

.I..think that is. what Senator Roth is saying, that

instead of always socking it to the taxpayer, and the way

we are socking it to them now is to say to them, look, we

are really reducing your taxes, which we are not doing at

all.
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Senator Moynihan. Senator, all of us aregroping in

this field. There is no theory. in place. None of us are

Marshallians, none of us.Keynesian, and nobody knows what a

neo-Reynesian is, and there is always a lot of comedy in this

Committee, and the staff, whichwill be embarrassed by us

if we make too many, egregious mistakes..

Let me say one of the remarkable statements of the

President's economic message to the Congress this -year, an

important statement, I do not know why it has not been paid

more attention to because it marks the first time that this

concept has entered the political economy in the United

States. It has been around in Europe for a generation now.

The President said that the Federal expenditure has

reached 22.5 percent of GNP in this year, 22.5 percent.

He is quite right, that it plateaued at 18 for a period and

then went up rather sharply in the last seven years.

Republican excesses. And the President proposes to bring

the proportion back down to 21 percent.

This seems to me to. be an innovation in political

economy, in the terms and language about which we talk about

it., You can obviously have a different view, it should be.

20 percent, or-18, or 28, or whatever, but we still know it

is a nice way to think about it. How much money, how big of

a sharem Ethe budget, of the national economy, should be

represented by the Federal budget?
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our President, this President, under the influence of

Dr. Schultz Who has been of this view for some time, brought

that ratio brought back down. He is not increasing the

ratio, Senator; he is decreasing it.

Rut the one thing that has always beset governments

trying to do that is a combination of inflation and under-

utilized resources which takes the automatic size of the

budget up much further than projections. So you go up higher

in your proportion of GNP.

The President is trying to cut the Federal budget as

a proportion of GNP. He has to have some restraing on spend-

ing. He is proposing a $61 billion deficit.

Mr. Chairman, as a.young Assistant Secretary of Labor

at the time when President Johnson came into office, and he

sent out word that the Federal budget for fiscal '64 was

going to-come in under $100 billion. When we retreated a

little, we finally got that figure - $99.9*billion.

Thirteen years later, we have a deficit that is approach-

ing the size of the Federal budget under Lyndon Johnson.

Senator Roth. Mr. Chairman, Senator Danforth has, in

my judgment,,made a very telling point. I agree and I con-

gratulate tho Administratin to the extent that they are

slowing down the rate of increase and trying to make it

smaller.

Unfortunately, our parliamentary procedures are such that

ALDERSON REPO*R"!NG COMPANY. INC.
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this is not the the nor place to debate the spending side

of the budget.

Since I am not a member of the Budget Committee, it is

something that we will have to do on the Floor.

I do think that many of us feel that this $500 billion

budget is not quite the tight, irreducable minimum that the

Administration has characterized it as. At an appropriate

time, I intend to make some proposals on the spending side.

I thought that Jack Kennedy in the 60's made a great

deal of sense in trying to get the economy moving. He said,

you know, you can move in several directions. Sure, one

possibility is to keep-increasing spending, have a new

program to increase the dollar for those already on the

books.

But he said that one thing to do right now is to concen-j

trate on letting the private sector show what it can do,.

and I think his advice then makes a lot of sense today.

It bothers me, for example, in all candor -- I know this

is something that is important to you; we will have a vote

on it -- the countercyclial.funds. A proposal is being made

to increase that from $1 billion to $1.5 billion.

Frankly, I have a serious question, both as to its

effectiveness and to the need to continue it when the facts

show that your state budgets today, while they are not in,

perhaps, a $40 billion surplus that some people have claimed

C>
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taxes.

The figures that you were referring to were not the

tax revenues percent of GNP but spending as mpercent of GNP.

Tax revenue within the purview of this Committee, tax revenue

as a percent of GNP has been at about 18.6 percent for a

period of a couple of decades. It has recently taken off

to about 19.4 percent and my understanding of the Administra-

tions proposal is that by 1981 it wants to reduce spending

as a percentage of GNP to 21 percent.

It also wants to balance the budget by 1981, which would

mean, ipso facto, that the tax bite as apercent of GNP would

be increased from 19.4 to 21 percent, which is a very substanj

tial increase in percent of GNP.

I think that what Senator Roth is saying is that it is

just not a question of moving the economy forward. It is an I

effort to try to offsetthe drag-on the economy which is

created by a combination of Social-Security tax increases

plus the effect that inflation has had on moving people into

higher brackets., so the same person who has an identical

real income, has more paper income, increased paper income --

it is increased at'a higher marginal rate and, therefore, he

has less real spending power as a result of inflation.

I really enthusiastically .econd I guess a motion that

has been made-by Senator Roth. I really think that the basic

issue that is before the country now, as a matter of fact,
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may not be the Panama Canal but it may be the question of

how big and expensive the Federal government is going: to be

as far as the ordinary person is concerned.

The basic issue is how much of his money is he able to

keep and how much of that money does he have to turn over

to Uncle Sam.

The Chairman. Senator Hansen?

Senator Hansen. Mr. Chairman, we used a lot of terms

that I think must make our thoughts confusing, not only to

us, but to the public generally. I think it was well-stated

by what you were saying, Senator Danforth, when we talk about

a tax in terms of gross National Product as compared to

expenditures in terms of Gross National Product, the point

I want to make is that I, too, see some merit in a balanced

budget.

I think overall we ought not to lose sight of the fact

that there are different ways that we can try to achieve that

goal.

One, obviously, is,.to bring tax income and expenditures

more nearly into balance. Another is to take steps,.as has

b~een ppoposed by Senator Roth which will bring about a

stimulation to the economy as to result in more people

becoming gainfully employed, making taxpayers out of people

who otherwise would be tax consumers, and to reverse a

process that alarms me now, when I hear about it. As an
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examle, Humphrey-Hawkins, stating a goal that I think all of

us would hope might be achieved sometime although by different

routes than have been proposed 4ntthat particular piece of

legislation.

If we can -- and I think we can -- by encouraging the

private sector to bring about an increase in employment, I

would suspect that overall.we can find, as was experienced

back in the 60's when President Kennedy proposed a tax cut

and it was predicted that we come up with a bad fiscal

situation -- I forgot precisely what those figures are.

Maybe someone could help me. But, as I remember, estimated

tax loss of around $89 billion. .We round up with an actual

revenue gain of $54 billion.

What happened, not that there was a failure to have the

tax laws as was contemplated in that proposal by President

Kennedy-but rather the stimulation that came about in the

private sector of the economy, putting people to work,

resulted in their becoming taxpayers instead of tax consumers

and actually a revenue gain resulted of $54 billion.

That seems to me to be an important consideration that

we ought not to lose sight of.

Let me give you another example. We had the oil

industry -- a lot of people have said they have been ripping

off people. Of course, this is an old story that has been

played time and time again. So we reduced the depletion

ALDERSON RMFOER7.NG COMPANY. INC
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allowance and changed a lot of other taxes. Actually, what

has happened, in about 20 years time we have wound up

having reduced the number of people, the number of independ

dents in the oil business in this counry from about 40,000

to about 10,00.0. And the oil industry moved abroad and we

are paying now pretty dearly for that misguided idea.

I think that when we follow it, eventually, we are going

to turn that around, but we do not have as many wealthy

taxpayers in the oil business in this country as we might

otherwise have had and we are sure paying very dearly for

that questionable privilege by having to submt to the

situation where roughly half of our oil imports now come

from abroad.

I would hope that we could give overall consideration

to the point that is being made by Senator Roth and Senator

Danforth in trying to get the stimulus that I think that we

could get through tax cuts t& the private econony and put

people back to work.

The Chairman. Senator Curtis?

Senator Curtis. I yield to the Chairman.

The Chairman. Let me just get this part of it straight.
In terms of alternative options, we have $40,8 billion

that is an alternative that we are considering here. What

other items have we more or less, are we considering adding

to that prior to the time we get to this $10 billion tax cut

ALERON REPORWMNG COMPANY. INC.
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suggestion? You are talking about a billion here, $100

2 million here, $100 million there. What does that raise the

3 $40.8 billion to?

0 Mr. Wetzler. In the footnote, footnote number 3 on the

5 sheet, it lists several items that Committee members raised

6 at the session last week.

7 The Chairman. You just got through telling us about

I this tax for the noise.

Mr. Wetzler. The ticket tax is 0.3. 41.1.

The Chairman. All right. Then you have these other

items. There is something else that you covered that should

go in there, or not?

Mr. Wetzler. The only other things that would be added

are whatever the Committee, however much flexibility over

and above this amount the.Committee wants to give it.

6 ~The Chairman. $41.1. Here are these items. Larger

17 tax cuts for individuals and corporations, because you might

C want to put the corporations inethere for some=:part of it,

for tax credits, the employee stock ownership, goodness knows

20 what. Then you have something I am concerned about, and

ii that is a very low figure. I would like to be more ambitious

-2 han that. Employee stock ownership plan provisions, $200

million. Retirement income credit provision, $100 million.

24 i
Sliding scale for capital gains, $200 million. Roll

25~
over of capital gains for independent and small business,

I ALM5R5ON R5?OFMON COMP~ANY, IN4C
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$100 million.

All right. $10.5 billion. We could try, if we wanted

to, to fit some in.

Here is my thought. If we go in here and tell them --

I do not think that we should invite the budget committee

to write line items. They are not really supposed to be

in the business of suggesting the specific provisions as

such that we are talking about here. They are supposed to

think in terms of the overall, the macroec-nomics.

I have told the story many times before about how when

Barker married the second time, people asked htf how things

were coming along, he said they were coming along great.

He had an agreement with his wife that he would make all the

big decisions and she would make all the small decisions.

He said so far we have just not had any big decisions to make4

Sometimes I find myself talking to our Budget Committee

friends and they are supposed to make the overall decision

and we are supposed to make the small decision. Every now

and then, they find so many big decisions they do not leave

us any small decisions to even be considered.

-It is backwards from the vay it was.with Barker's

problem.

I think if we go in there, I would like to suggest

that we consider going for a figure of $43 billion. $1.9

billion above the $41.1 that I think we necessairly should be,
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submitting.

Then we should tell them that we hope to consider items

of this sort and we would hope to work all of this in. In

order to do it, if we got a $10 billion tax cut, we would

probably postpone some of the effective dates and the tax

recommendations of the President to squeeze all of that in.

But if we go over there with something that goes beyond that

I think we are going to be condemned as being big spenders

or being extravagant and making a huge budget deficit that

we cannot afford.

The Administration is recommending a $61 billion deficit.

bmdwhat amounts to a $34.5 billion tax cut. If we go in there

and say we want to have a $70 billion or $80 billion deficit

or a $50 billion tax cut, I really think.that the media would

hold us up to scorn and we would beaccused df being irrespon-

sible and the Budget Committee would cut us back and the

Senate would sustain it, and be applauded for doing that.

Senator Curtis?

Senator Curtis. Mr. Chairman, we are in a peculiar

situation this morning.. We do ned;have clear choices because

this is not the forym or place to talk about expenditure

cuts.and appropriations and authorizations.

Secondly, I am not sure that I think that the Congress

should pass the Carter tax cuts, whatever they are, plus the

Roth. I think that when we debatedthy position might be

ALOERSON REPOR'NO COMPANY. INC.
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that the Roth approach would do more good in providing

jobs than the Carter approach, but we are not considering

the details of what should go into a tax bill at this time.

It. looks like that the only thing that we are facing

is shall we have a resolution that gives us enough elbow

room to debate the various alternatives of tax reduction.

AlsQ, I am'not conceding at all that a-reduction in

taxes in the right places adds to the deficit. If I did not

think a tax cut would be productive, I would not be for it.

I do not think that we can reduce taxes to take up the

situation for cost of living wage increases. I think that

taxes and the cost of living and the increase takes care of

that, but that does not mean that I would not be for as much

tax reduction as Senator Roth.

But I would like to preserve, for the Congress and for

this Committee., the right to say where this taxing ought to

go and it is about time that we directed a tax policy towafds

the economy of the country.

I do not know how many million taxpayers the President's

program will take off the rolls, but it is a sizable one.

Right.now, as of today, there are over 60 million people over

18 years of age who pay no direct income taxes. The number of

people who voted in the last Presidential election for all

candidates was 81.5 million.

You have enough people in the United States over 18 yearsi

ALOI-RSON REPORr.NG COMPANY. INC.
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I would like to ask

Senator Dole.

The Chairman.

Senator Dole.

has that been voted

The Chairman.

quorum.

Call the roll.

Mr. Stern. Mr. Talmadge?

(No response)

Mr. Stern. Mr. Ribicoff?

(No response)

Mr. Stern. Mr. Byrd?

Senator Byrd. Here.

Mr. Stern. Mr. Nelsun?

(No response)

Mr. Stern. Mr. Gravel?

(No response)

Mr. Stern. Mr. Bentsen?

(No response)

Mr. Stern. Mr. Hathaway?

(No response)

Mr. Stern. Mr. Haskell?

Senator Xaskell, Here.

Mr. Stern. Mr. Matsunaga?

L ALDEURSON REPOfr'"NG COMPANY. INC.
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that the roll be called.

Mr. Chairman?

Yes.-

Does this increased funding for Title XX,

on?

We will vote on that when we get a
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Senator Matsunaga. Here.

Mr. Stern, Mr. Moynihan?

Senator Moynihan. Here,

Mr. Stern. Mr. Curtis?

Senator Curtis. Here.

Mr. Stern. Mr. Hansen?

Senator Hansen. Present.

Mr. Stern. Mr. Dole?

Senator Dole. Here.

Mr. Stern. Mr. Packwood?

'(No: tesponse) .

Mr. Stern. Mr. Roth?

Senator Roth. Here.

Mr. Stern. Mr. Laxalt?

(No response)

Mr. Stern. Mr. Danforth?

Senator Danforth. Here.

Mr. Stern. Mr. Chairman?

The Chairman. Here,,

Now, if we can, I would like to suggest that we agree

with this $9 billon for the extension of the expiring

provisions that include $700 million.

Mr. Wetzler. The jbbs tax credit.

The Chairman. Without objection, we will agree to

that.
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Senator Byrd. That is within the $25 billion.

Mr. Wetzler. You would have to give up some 6f the

President's other proposals to do it.

Senator Byrd. I understand that thoroughly. I will

state it again, because I think it is important that we get

this clear.

If a motion were made at some future time to substitute

for the President's tax program an across-the-board 10

percent reduction in individual income taxes, would these

figures accommodate.such a motion?

-Senator Hansen. Senator Byrd, if you would yield, let

me try to be helpful. Instead of substituting for the

President's tax program, why do you not say for the President'

tax cut. Would that not be what you mean? .

Senator Byrd. The President's tax cut for individuals.

Senator Hansen. He proposes tax cuts.of $3.5 billion

and your suggestion is, if that were to be substituted by

inserting your 10 percent:across-the-board cut and then leave

everything else in place, the $5.5 billion raise that you

spoke of. Is that what you meant?

Senator Byrd., I thank the Senator. That is what I am

trying to, get at.

Mr. Wetzler. You would have $25 billion to work with

and your proposal would be $21.5 billion, roughly, so it

would clearly fit in in the $25 billion total.

ALCERON REPOR"INO COMPANY. 1NQ'
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Of course, the President has proposed other things,

Senator Byrd. What do you mean, "other things?"

Mr. Wetzler. Excise tax cuts.

Senator Byrd. This deals with the individual income tax,

The Chairman. If I could just interrupt, by now every-

body, I would hope, understands that you can offer a substi-

tute for anything here, anything. Anything.

All we are doing is trying to get an estimate to the

Budget Committee of how much this stuff could run and it does

not commit anybody to any of it. It just means if you do not

ask for that much latitute in the budget, you cannot do it.

From what is listed here, the alternative that has

been suggested by the staff would be $40.8 billion, but they

wouldgo to $41.1, that extra $300 million for noise

pollution.

I am going to suggest that we go to $43 billion. If

you want to, the Committee can substitute something forrall

of it, for the whole thing.

We are just trying to arrive at an overall figure to

ask the Budget Committee for that much latitude.

Senator Byrd. May I say, in trying to determine how to

vote on that issue, I feel I need to know whether the figure

which is listed in here for individual income tax cuts as

proposed by the President, leaving off the offsetting

features, as proposed by the President would accommodate a

;I ALDESON RZOORT Nro COMPANY. INC-'



4-47

2

3

4

5
t6

1 7

T 8

T 9

00

242 5

25

11 ALDERSON RE5Pear.NG COMPANY, INC.

C>

0

motion to substitute a 10 percent across-the-board individual

income tax -

he Chairman. It certainly would accommodate a tax cut

across the board for that much money, whether it is 10

percnet, 9.5, 9, what difference does it make? You certainly

can substitute an across the board for that amount of

money.

Senator Byrd. The amount of money, as I understand it -

I would like the staff to verify that the amount of money

involved in a 10 percent across-the-board tax cut for

individual income taxpayers would be roughly - what did you

say?

Mr. Wetzler. $21 to $22 billion, approximately the same

size as the President~s proposed individual tax cut.

Senator Byrd. All right. That takes care of it.

The Chairman. We agreed that we would try to get a

quorum here at 11:30 and vote. Not debate, vote. go what

I want to do, while we have the quorum here, is just vote

on this.

If there is no objection I think that we ought to agree

that we have this $1.2 billion tax credit.

Mr. Stern-. In connection with that, I would like to

mention one thing about Committee flixibility. That cut in

the President's proposal assumed a reduction of unemployment

taxes. That does have the effect of also reducing budget
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authority, money going into the trust fund, Since the

Committee does not want to make a legislative decision now

about whether part of that cut will be in the form of

reducing unemployment taxes we would suggest not assuming

a decrease in budget authorityfor the Unemployment Trust

Fund,

The Chairman. What does that. make the figures?

Mr.Stern. That would not change the revenue figure at

all. It changes the budget authority figure. It gives you

more flexibility.

The Chairman. All right.

Then if there is no objection, we will assume that it

will be $500 million for technical and miscellaneous revenue

measures. If there is no-objection, we will assume that the

$5.1 billion which is presently in conference on the energy

bill, the Senate position, might be accepted,, and then that

gets us down.to this item 3 where we lay an additional

allowance would include any combination of the following:

larger tax cuts for corporations and individuals, $10.

billion; employee stock ownership plan, $200 million; retire-

ment income, $1 bikliot; a sliding scale of $2 billion; roll

over of capital gains, .1 for a total of $10.5 billion.

I think we ought tAoadd to that - that would bring us

up to $41.1 billion -- I think we ought to add to that another

$1.9 billion for other suggestions that will be made either

ALSON RE.ORT'NG COMPANY. INC.
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in the committee or by Senators on the Floor, That would yeti

us up to $43 billion.

That is the figure I would like to suggest to the

Committee,, $43 Billion. There is a lot of allowance for A

lot of tax cuts.

Senator Danforth. Would you consider rounding it off

to $45 billion?

The Chairman. In the spirit of compromise, I would be

willing to round it off to $44 billion. Is that fair?

Senator Danforth. I think that is a good round number.

The Chairman. This does not bind anybody to any of

this. You could vote for all of it or you could vote against

all of it.

Senator Dole. Could you vote for something else?

The Chairman. You sure can.

Senator Roth. Z would point out, Mr. Chairman -- and I

am sure you agree -- whtn-the budget resolution comes up we

are free to make any proposal.

The Chairman. Senator Dole, you had a particular thing

1 think?

Senator Haskell. Before we adopt the $44 billion, I

would like to say something.

The Chairman. Yes.

Senator Haskell. I want to be sure that the extension

of the jobs. credittis in there. That would be $700 million.

ALCERSON REPOR NG CCMPANY, INC.
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If it is not, I would like to --

The Chairman. That is in there.

Senator Haskell. All right.

The Chairman. Senator Gravel?

Senator Gravel. I have a $200 million Title XX of a

permanent nature. I think we need a vote on that.

The Chairman. All in favor of including $200 million for

Title XX which is social -services, say aye.

(A chorus of ayes.)

The Chairman. Opposed, no?

(A chorus of nays.)

The Chairman. The ayes have it.

Senator Dole?

Senator Dole. I had the same thing. That is taken care

of. But, in addition to that, what about things which are

not on this list at the bottom, like indexing?

Mr. Stern. You arrived at a gross number of $44 billioni

Actually, since you agreed to make an allowance forethe Sugar

Act, it would be $43.7 billion.

Senator Curtis. Parliamentary inquiry.

The Chahman. The whole thing could.be in that $44

billion.figure.

Senator Curtis. Would that include this increase for

Title XX?

The Chairman. Yes, sir.

ALDERSON RewoR"!NG COMPANY. INC
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Mr. Stern. That is not on the revenue side, it is on

the outlay side, the expenditure side.

Senator Curtis. Did we not just vote to approve that?

Senator Matsunaga. We just voted --

Mr. Wetzler. That does not come to $44 billion.

Senator Curtis. How did the vote on $44 billion have

anything to do with that?

Mr. Wetzler. We did not have anything to do on it.

Mr. Stern. They are two separate questions.

..Senator Curtis. What did we vote on?

Mr. Stern. You voted on Senator Gravel's motion for

expenditures.

The Chairman. He explained that earlier today.

Senator Curtis. I ask for a roll call.

The Chairman. Call the roll.

Senator Curtis. May I have two seconds to make a

speech.

The Chairman. Two seconds, by unanimous consent.

Senator Curtis. They did use $36 million of this this

year or $100 million last year. I am opposed to increasing

the social programs.

The Chairman. Call the roll.

Mr. Stern. Mr. Talmadge?

(No response.

Mr. Stern. Mr. Ribicoff?



A
at

S

n

C..'

C.'~ 
7\a

fd

C

a'

'-7

I-

~

~ I
0

In

C-

C-

C

Sen~ator "ibiCtf-f 
p ye.

lei ato r y lc e

I U s e en 
ee l ], b Y % - ;

-S e at or G avO f i 1: a . ?

Ser n e t e l . NY e

Sen to Gao s na o en s n

Stern-4~

athwaY

seat .o 14 flan*I 
.

at Set o O -' b

14r4Xa.i

1_ r _ iansev
a~ 

a 
-ter'-

selator 
asn 0 

10. .Y.

OW~ i r6Pcotel

.1

4-52



.

000

V3 17

-0

20

* 21

4-54

Mr. Stern. Mr. Danfotth?

Senator Danforth. Aye.

Mr. Stern. Mr. Chairman?

The Chairman. Aye.

We can poll the absentees. There are 11 yeas and three

nays. The motion carries.

Mr. Stern. Senator Gravel, I should say that is

actually a vote on whether to include it in the budget

resolution than the question of whether it is permanent or

not.

Senator Gravel. I realize that. I am not getting

intoxicated with my success.

Mr. Stern. I was referring to the question of whether

it is a permanent change or not.

Senator Gravel. It is encouraging,

The Chairman. Senator Moynihan.

Senator Moynihan. Mr. Chairman, I would like to raise

this question that Senator Hathaway particularly wanted us

to do it. It has to do with how much of a sum we make

available for c6untercyclical revenue sharing.

-1 can keep the Committee by discussing the details and

the arguments but, in sum, the proposition is that the

Committee staff propose that we keep this number at $1.5

billion, and this was the original proposal of the Treasury.

OMB reduced it to $1 billion from its present $1.5 billion.

ALCERSON REPR11" COMPANY. INaC-
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The Committee staff recommended that we keep it at the

present $1.5 billion and Senator Roth proposed the reduction.

There are those of us who feel for many reasons, all of which

can be explained, if you like, that we ought to do what the

Committee staff originally'poppoeed to do, which was to

maintain this at $1.5 billion. This is particularly a

concern of Senator Hathaway who could not be present and

asked that I speak to the matter.

The Chairman. Our standin4 understanding here is that

we can always reconsider these decisions. If the Senator

moves that we have $1.5 billion instead of $1 billion --

Senator Moynihan. I.so move.

The Chairman. Which is the figure that we had this

last year, but it would go on by $500 million unless we

wanted to continue.

Senator Dole. Mr. Chairman, it says the allowance may

include any combination of the following. My point is, are

we testricted to any combination of the following, or could

there be other matters on this list?

Mr. Stern. We say "could include" because those were

the ones-

Senator Dole. We have a number of items- not on the list.

like indexing, Social Security tax credit.

The Chairman. That can all be included in that first

item, larger cuts for individuals and corporations.
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Senator Dole. We are not shut out?

Mr. Wetzler. You are completely free to do any revenue

reductions you want.

The Chairman. Let us vote on this $500 million.

Those in favor --

Senator Roth. I ask for a roll call.

The Chairman. Those in favor of a $1.5 billion rather

than $1:billion will vote aye. Those opposed will vote

no.

Mr. Stern. Mr. Talmadge?

tNo response)

Mr. Stern. Mr. Ribicoff?

Senator Ribicoff. Aye.

Mr. Stern. Mr. Byrd?

Senator Byrd. No.

Mr. Stern. Mr. Nelson?

(No response)

Mr. Stern. Mr. Bentsen?

(No responsel

Mr. Stern. Mr. Hathaway?

Senator. Moynihan... Ay , by proxy.,

Mr. Stern. Mr. HaskeUll-

Senator Haskell. Aye.

Mr. Stern. Mr. Matsunaga?

Senator Matsunaga, Aye.

0,

0
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Mr. Stern. Mr. Moynihan?

Senator Moynihan. Aye,

Mr. Stern. Mr. Curtis?

Senator Curtis. No.

Mr. Stern. Mr. Hansen?

Senator Hansen No.

Mr. Stern. Mr. Dole?

Senator Dole. No.

Mr. Stern. Mr. Packwood?

(No response)

Mr. Stern. Mr. 4oth?

Senator Roth. No.

Mr. Stern. 1r. Laxalt?

(No responsel

Mr. Stern. Mr. Danforth?

Senator Danforth. No.

Mr. Stern. Mr. Chairman?

The Chairman. Aye.

The yeas are seven and the nays are six, We will poll

absentees and simply report it and adjust it as to howevej

final vote, is.

We would ask that Senators Packwood, Laxalt, Nelson

Talmadge would record themselves on this, vote.

All right. I would suggest we vote on the $44 billion

figure.

ALDEaSON REPOR""NG COMPANY. INC.
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Mr. Stern. Mr. Chairman, just to make it clear,

2 the Sugar Act actually brings in $300 million. Do you want

to make it $44 -- in effect, $44.3 billion, offset by the

a 131:- o a net of $44 billion? Is that what you are saying?

- The Chairman. Yes. That will give us a net of $44

n Ibillion,

47 Mr. Stern. That is correct.

The Chairman. All.right.

9 All in favor of the $44 billion figure, say aye?

10 (A chorus of ayes.)

The Chairman. Opposed, no?

- 12 INo response)

13 The Chairman. The ayes have it.

1 2 4 That takes care of it.

i1 Mr. Wetzler. There is one more point that the Committee

ought to look at, which is that the tax cut includes $100

o 17 million of outlays for the-Administration's proposed subsidy

1 for taxable bonds, which is a revenue increase of $100 million

19 and outlays of $100 millior in order foryou to have room

20 to consider this proposa3 when the bill comes over, you want

to,, as a part of the $44,billion, realize that you are*

apprg ing $100 million of that for outlays.

The Chairman. Without objection, that should be included

to it. Without objection, we will include it in.

ALCEPSGN RPORTNG CCMPANY INC.
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It is $100 million on one side and $100 million less

on the other side, so that it can be considered.

All right. Is there any other business,.gentlemen?

Senator Roth.* Mr. Chairman, I jush have one comment.

I want everybody to keep off $1.2 billion as far as turf

is concerned to provide flexibility.

The Chairman. Thank you very much.

(Whereupon, at 11:50 a.m. the Committee recessed to

reconvene at the call of the Chair.1
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