94th Congres }
COXEITTEE PRINT

lot Session

CONCURRENT RESOLUTIONS ON
THE FY 1976 BUDGET

COMPENDIUM OF MATERIALS
LEADING TO PASSAGE

COMPILED BY STAFF
OF THE

COMMITTEE ON THE BUDGET
UNITED STATES SENATE

Volume I: First Concurrent Resolution
(H. Con. Re. 218)

OCTOBER 1975

Printed for the use of the Oommittee on the Budget

&W90

U.S. GOVERNMENT PRINTING OFFICE
WASHINGTON : 1975

BEST COPY AVAILABLE

S,1,5j.-- ý-ý

COMMITTEE ON THE BUDGET
EDMUND B. MUSKID, Maine, Oh.rman
WARREN 0. MAONUSON, Washinton
HENRY BELLMON, Oklahoma
ROBERT DOLE, Kanum
FRANK E. MOSS, Utah
1. GLENN BEALL, 1n., Maryland
WALTER F. MONDALE, Minnesota
JAMES L. BUCKLEY, New York
ERNEST F. HOLLINGS, South Carolina
JAMES A. McCLURE, Idaho
ALAN CRANSTON, California
PETE V. DOMENICI, New Meioo
LAWTON CHILES, Florida
IAMEBS ABOUREZK, South Dakota
JOSEPH R. BIDEN, Js., Delaware
SAM NUNN, Goorgia
DouoLsa 1. Baxmf, Jr., a&f Di sreor
JOHN T. McEYoT, Chk! Cuned
Roaast 8. BoTD, Mftority 8Vaf Direcl
W.THOmA Fozwzu, Direcorof PUbtedi

(11)

LETTER OF TRANSMITTAL
ED`MUN S. MUlNIE,MAINS,CHAIRMAN
WARRENS. MAGNUSON,
WAISH
HENRY [L.MON. ONLA.
FRANKK. MOSS.UTAH
ROuERTDOil, KANS.
WALTERP. MONDALE,
MINN.
J. GL.NN lALL, JR.oMO.
ENI•ET F. HOLUNGS, S.C.
JAMESL. BUCKLEY,
N.Y.
ALANCRANSTo CALIF.
JAMESA. MCCURE, IDAHO
IAW'ON CHILE$, PFLA.
PETEV. DOMENICI,
N. MIX.
JAMB$ASIOURIMN,
S. DAN.
JOSEPHit. lIDNo JR., DEL.

SAMHUIN,OA.

COMM IT'TE

0011LAS J. BENNET.JR., STAFPDIRECTOR
JOHNT. MCEVOY,CHIEPCOUNSEL
ROBERTS. BOYD,MINORITYSTAFFDIRECTOR

ON TH9 mUDGlT

WAGHINCYON, 0.C,

20510

August 1, 1975
To The Members of the
Committee On The Budget
This Committee print has been compiled to provide
a chronological record of actions and events leading to
adoption by Congress of the First Concurrent Resolution on
the Budget for Fiscal Year 1976. It Ismy hope that the
document will be useful both as a history of the first budget
to be enacted under the Congressional Budget and Impoundment
Control Act of 1974 and as a guide to improvements inthe
process. infuture years.
Sincerely,

nd S. Muskie
Chairman
(m)

AP

Nt.

*$.

k

ft46

--

.0

ýA

WW

N

N

PREFACE
This volume is essentially the log of the first phase of an expedition
by Congress through a largely uncharted new budget process during
1975. It has been compiled for a number of purposes-to provide
scholars with as complete a record as possible of the first attempt by
Congress to use the Congressional Budget and Impoundment Control
Act of 1974 as well as to give Members themselves an opportunity to
review the first year's use of the Act and to apply the lessons of
that first year to subsequent budget years.
The Budget Act would have permitted Congress to wait until 1976
before putting its new process to the test but the leadership of Congress
and the chairmen of the Senate and House Budget Committees decided early in the year that the economy itself would not permit delay.
The decision was made to implement the Budget Act as fully as
possible. As a result, for the first time in this century, Congress has
been given the means not only to test in advance the influence of a
number of levels of Federal spending on the economy, but to judge,
virtually bill by bill, how its actions squared with the target for
Federal spending which Congress had approved in May 1975.
It is too early at this writing to declare the new budget process an
unqualified success. That judgment cannot be made at least until the
Second Concurrent Resolution is adopted in the autumn of 1975 and
perhaps not until after several years of experience with the Budget
Act.
It is possible, however, to say that the efforts of the first 5 months of
experience with the Budget Act did produce a result at least equal to
the optimistic goals which the drafters of the Act had in mind.
. Obviously, the actions which are recorded in this volume did not
just happen. They were the result of many long days of hard work by
members of the Senate and House Budget Committees and of their
staffs. The Committee is particularly grateful for the willingness of
specialists in fields ranging from macroeconomics and finance to the
budget process itself to contribute time and effort to the process.
This volume records only a beginning in a widely-shared attempt
to improve the management of the Nation's fiscal affairs. I think it
was, however, a good beginning and one that speaks well for Congress
and the legislative process.
EDMUND S. MUSKIE,

Cht)man.
(V)
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p. 83057
IMPLEMENTATION OF THE BUDGET ACT IN 1975-REPoRT OF THE
COMMITTEE ON THE BUDGET (REPT. No. 94-27)

Mr. MusKiE. Mr. President, the Senate Budget Committee has
today filed a report, pursuant to section 906 of the Congressional
Budget and Impoundment Control Act of 1974, to implement significant portions of the Budget Act for fiscal year 1976. The House
Budget Committee has filed a substantially identical report in that
body.
LARGER ROLE THAN CONTEMPLATED

Against the background of a rapidly deteriorating economy, and
numerous proposals advanced for Federal action to remedy it, the
Congressional Budget and Impoundment Control Act assumes an
even larger role than was originally contemplated when it was enacted
scarcely 8 months ago. We have made substantial progress toward
meeting that challenge. The Budget Committees in both Houses are
now fully staffed. A Director has been appointed for the Congressional Budget Office, the functioning of which is essential to the
success of this process. With this first year plan, we have embarked
on implementation of the most significant budgetary reform Congress
has enacted in this century. Our success will require the full cooperation of all Members and all committees. We are grateful for the
support we have already received from the Members of this body,
from the chairmen of its committees and from the leadership on both
sides of the aisle. We are confident of its continuation as we undertake
to fulfill the mandate of the Budget Act.
The filing of these two reports implements basic provisions of the
Budget Act in 1975. The House and the Senate Budget Committees
will be reporting first concurrent resolutions on the bud et by April 15.
Congress will complete action on those resolutions by May 15. A
second concurrent resolution on the budget will be reported by the
Budget Committees and enacted by the Congress this coming fall.
FUTURE RESOLUTION MORE DETAILED

The budget resolution reported April 15 will not deal in all the detail
that subsequent resolutions in future years will involve. But in this
(1)

2
year of severe economic distress, the Budget Committees have determined that, although not required by the act, our committees should
help Congress devise a sound spending and taxing policy as the Federal Government strives to do its share to return the Nation to a
healthy economic footing.
Numerous other provisions of the act will be implemented by this
report. All these provisions are being implemented pursuant to discussions which began last fall between our committees and the chairmen
and staffs of the House and Senate committees, and the leadership of
both Houses.
We will be circulating this report as soon as it is available for
distribution to the committees and to each Member of the Senate.
(From the Congressional Record-House, Mar. 8, 19751
p. H1297
IMPLEMENTATION OF

Nrw CONGRESSIONAL

BUDGET PROCEDURES FOR

FISCAL YEAa 1976
The SPEAKmE pro tempore. Under a previous order of the House,
the gentleman from Washington (Mr. Adams) is recognized for 5
minutes.

Mr. ADAMS. Mr. Speaker, I am submitting today on behalf of the
Committee on the Budget a report on implementation of the new

congressional budget process in 1975.
As Members know, the Congressional Budget and Impoundment
Control Act of 1974-Public Law 93-344-established a new congressional budget process beginning in 1976 with respect to the fiscal
year 1977 budget. However, section 906 of the act provided for
implementation of the new process earlier-that is, with respect to
fiscal year 1976-if the Senate and House Budget Committees agreed
to do so and to the extent required by them in reports to their respective Houses.
SIMILAR REPORT IN SENATE

This report is filed pursuant to section 906. A similar report is
being filed today in the Senate setting out identical procedures. The
provisions of the act being implemented are effective immediately.
In brief, the implementation plan agreed to by the two Budget
Committees calls for the adoption by the Congress of two concurrent
resolutions on the budget: The first to be adopted by May 15; the
second, by September 15; and completion of a reconciliation process,
if practicable. In addition, new backdoor contract and loan authorities
would be effective only to the extent provided for in appropriation acts.
A more detailed summary of the implementation plan is set forth
at the end of my remarks.
Mr. Speaker, I urge all Members of the House to study very carefully the report being filed today. This first effort to implement the
new congressional budget process is a most important one. The budget
and economic issues to be dealt with-the size of the Federal budget,
the amount of the deficit, and so on-are overriding issues this year.

8
The new budget process cannot succeed without the full cooperation
of all House Members. The summary follows:
BRIEF SUMMARY OF THE FISCAL YEAR

1976

BUDGET PROCESS IMPLEMENTATION

PLAN

'a

During 1975 the House and Senate Budget Committees would implement the
new budgetprocess in the following manner:
(1) Both Committees would hold hearings on the FY 1976 budget and the economic situation.
(2) All standing committees and joint committees would submit their views and
recommendations on budget matters within their jurisdiction to the Budget
Committees by March 15.
(3) Both Committees would report and complete action on a first concurrent
resolution on the budget by May 15. This resolution would include the following
five items, often referred to as "macro-economio" Items:
(a) recommended level of total budget authority for FY 1976,
(b) recommended level of total outlays for FY 1976,
(o)recommended level of total revenues for FY 1976,
(d) recommended amount of deficit for FY 1976 and
(e) recommended changes Ifany, in the public debt.
The figures contained in this first budget resolution are "targets" only, which
serve to guide Congresm' spending actions for FY 1976. The report accompanying
this first resolution would, to the extent practicable, allocate the budget authority
and outlay targets by functional categories, so that House committees could have
relatively specific guidelines to work with.
(4) Both committees would, if practicable, report and complete action on a
second concurrent resolution on the budget by September 15. This resolution
would take Into account Congress' summer spending actions and then current
economic needs.
The figures adopted in this second resolution are "ceilings" in the following
sense: once adopted neither House may consider revenue or spending legislation
that would breach the ceilings in the second resolution. Of course, a revised resolution may be adopted at any time during the fiscal year to accommodate new
spending or revenue measures.
The second resolution may require certain reconciliation actions to be undertaken. If, for example, Congress's total spending actions exceed the amounts
provided for In the second resolution, the House may direct committees with
budget authority jurisdiction to rescind a portion of the budget authority made
available in a particular spending bill. Simtarly, if estimated revenues are below
'the amolant Wed for in the resolution, the House may direct the Ways and Means
Committee to increase revenues by the necessary amount. Such reconciliation
actions must be completed by September 25.
(5) Effective immediately upon submission of the implementation plan to the
House and Senate, new contract and borrowing authority would be effective only to
the extend approved in appropriations acts; and now entitlement authority may
not take effect until July 1, the beginning of the fiscal year.
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IMPLEMENTATION OF NEW CONGRFSIONAL BuDGET PROCEDURES FOR

FISCAL YEAR 1976.
I. INTRODUCTION

•

The Congressional Budgt and Impoundment Control Act of 1974
(P.L. 93-344, July 12, 1974) established an improved congressional

budget process for determining national spending and revenue policies

and priorities. This new process--which involves the adoption of concurrent resolutions on the budget and establishes a timetable for
various phases of the budget process--is mandatory with respect to
Fiscal ear 1977, which will begin on October 1,1976.
Section 906 oi the Act provides, however, that upon agrement of
the House and Senate Budget Committees, and to the extent provided
by them in reports to their respective Houses, the provisions of the
Act relating to the new budget process may be applied to Fiscal Year
1976. This implementation authority for Fiscal Year 1976 extends to
and includes the use of substitute dates for the following provisions
of the Act:
(1) Title III which sets forth the new congressional budget
timetable;
(2) section 202(f) which requires the Congressional Budget
Office to report to the two Budget Committees by April 1 on fiscal
policy and national budget priorities;
(3) section 401 which establishes special procedures for the
consideration of new backdoor spending legislation; and
(4) section 402 which requires legislation authorizing new
budget authority for the ensuing fiscal year to be reported by
May 15.
Section 906 does not provide authority for the implementation in
Fiscal Year 1976 of two other important, features of the new budget
process which will apply to fiscal year 1977: first, the shift to an Octor 1-September 30 fiscal year (section 501) ; and second, the requirement that the President submit by November 10 a current services
budget (section 605).
This Committee and the House Budget Committee believe that an
important part of the new budget process-the establishment of fiscal
aggregates-should be implemented with respect to the Fiscal Year
1976 budget. In 1975, perhaps to a greater extent than in other years,
the role of the Federal budget and its effect on the Nation's economy
will be critically important policy issues. The new budget process is
the only congressional mechanism available to deal comprehensively
with these issues. It is also important for the Congress to gain as much
experience as possible with the new process which is mandatory for
Fiscal Year 1977. Consequently, the House and Senate Budget Committees have agreed on the implementation plan described below.
(8)
S.R. 27

.8
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This report is submitted to the Senate pursuant to section 906 of
the Act. The House Budget Committee is submitting a similar report
to the House setting out identical procedures. The provisions of the
Act being implemented are effective upon submission of this report.
n.

SUMMARY OF THE PLAN

The following major parts of the new budget process will be implemented for Fiscal Year 1976:
(1) Budget Committees will hold hearings on the budget and
economy (section 801 (d) ) ;
(2) Committees and joint committees will submit reports to the
Budget Committees by March 15 (section 301 (c)) ;
(3) Budget Committees will report first concurrent resolutions
on the budget (containing budget aggregates only) by April 15
(section 801(d) );
(4) Congress will adopt first budget resolution by May 15 (section 301 (a))
(5) The Budget Committees will report and Congress will
complete action on second budget resolution by September 15
(section 810(b) ) ; and
(6) Congress will complete reconciliation process (to the extent
necessary) by September 25 (section 810 (c) and (d)).
In addition, new backdoor contract and loan authorities will be
limited to amounts approved in appropriation acts (section 401 (a))
and new entitlement authority legislation could not take effect prior
to the start of the new fiscal year (section 401 (b)).
The following important parts of the new budget process would
not be implemented:
(1) the prohibition against consideration of spending, revenue,
and debt legislation prior to adoption of the first concurrent resolution on the budget (section 303(a));
(2) the April 1 report on budget alternatives, fiscal policy, and
national budget priorities by the Congressional Budget Office
(section 202(f));
(3) the inclusion within the first concurrent resolution of budget
authority and outlay totals for each major functional category
of the budget (section 301 (a));
(4) the May 15 deadline for reporting of authorizing legislation (section 402);
(5) the allocation of budget authority and outlays to appropriate commitees pursuant to the May 15 budget resolution (section 802(a));
(6) Appropriations Committee review of entitlement authority
legislation which exceeds allocations made in the most recent
budget resolution (section 401(b)) ; and
(7) the deadline--seven days after Labor Day-for completing
*action on spending bills (section 309).
IIn. DETAILS OF THE FISCAL YEAR 1976 IMPLEMENTATION PLAN

The Senate Budget Committee will implement the following plan
for the Fiscal Year 1976 budget:
S.R. 27

9
5
Heatig~8.-The Senate Budget Committee will hold approximately
three weeks of hearings on the President's budget and the economy.
These hearings will begin March 4, and include Members of Congress,
Administration officials, economists, and representatives of the public.
Committee Report8.--Each committee and joint committee will be
required to submit a report to the Budget Committee by March 15,
pursuant to Section 801 (c) of the Act. This report is expected to:
(1) discuss the impact of the President's budget on programs
within the committee's jurisdictions;
(2) provide early indications of likely committee action on
legislation involving major Presidential and Congreional budget
initiatives to be considered by the committee (particularly the
prospects for enactment of such legislation and its estimated impact on the FY 1976 budget) ; and
(3) provide estimates (to the extent practicable) of budget
authority and outlays to be provided for FY 1976 in legislation
under the committee's jurisdiction.
In addition, the Joint Economic Committee will be required to
report its recommendations as to fiscal policy appropriate to achieve
the goals of the Employment Act of 1946.
Adoption of the Fir8t Concurrent Re8olution.-The Budget Committees will report a first concurrent resolution on the budget by April
15. This resolution will include aggregate total only (that is, the
Committee's recommended levels of total budget authority and outlays,
revenues, public debt, and amount of budget deficit).
The new budget process is, in large part, recognition by the Congress
that a principal contemporary purpose of the national budget is to
manage the Nation's economy. Overall levels of spending, revenues,
and surplus or debt have a significant impact on the condition of the
•nomy. The budget influences both the levels of employment in
tX' economy and the level of inflation, and is used to stimulate or
retard economic growth. The new budget process enables the Congress
to address such macro-economic matters in a comprehensive manner,
deciding explicitly how large the budget should be and whether it
should be in surplus or deficit.
These macro-economic issues will be critically important in 1975,
as the Administration and the Congress strive to reverse both a deepening recession and a prolonged inflation. The Budget Committees
believe the most effective way for Congress to confront these issues
is through the adoption early this year of a concurrent resolution dealingwith overall budget aggregates.
The Committee's report accompanying the first budget resolution
will include all matters required by the Act (in section 301 (d)) relating to budget aggregates. It will include as much detail as possible
with respect to allocations of budget authority and outlays by functional categories. The Committee will not however, make 5-year
projections of total budget authority and outlays, revenues, surplus or
deficit, and levels of tax expenditures by major functional categories.
It is highly unlikely that the Committee can make such projections
without substantial assistance by a fully-operational CBR. Instead,
Committee resources will be concentrated on analyzing the Administration's 5-year projections submitted as part of the budget, and beginning the task of developing its own projections.
S.R. 27
52-659 0 - 75 - 2
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The Budget Committees intend to complete congressional action
on the first budget resolution by May 15. The aggregate totals adopted
by the Congress in this resolution serve as targets to guide subsequent
spending and revenue actions.
Adoption of the Second onw6F?
rent Reaolution,-The Budget Committees expect to report and complete action on a second concurrent
resolution on the budget by September 15, pursuant to the provisions
of the Act. This resolution will affirm or revise the aggregate totals
contained in the first resolution in light of then current economic needs
and Congress' summer spending actions; and (to the extent necessary
and practicable) direct appropriate committees to take required recon.
ciliation actions (raising or lowering revenues, increasing or rescindingbudget authority, or a combination thereof).
The Budget Committees expect to complete action on the second
budget resolution by September 15 and on necessary reconciliation
actions by September 25. The nature and extent of such reconciliation
actions will depend upon the extent to which the Congress's revenue
and spending actions differ from the aggregate totals contained in the
second budget resolution.
Effect of the Second Concrrent Re8olution.-After adoption of
the second resolution and completion of the reconciliation process , it
will not be in order in either House to consider any budget authority
or entitlement measure that would cause the appropriate level of total
budget authority or outlays to be exceeded. Nor would it be in order
to consider a measure that would reduce total revenues below the level
set in the second budget resolution. (Section 311 (a)). The Act provides that estimates prepared by the Budget Committees shall be the
basis for determining whether such legislation would cause the appropriate level of budget authority, outlays, or revenues to be breached
(section 311 (b) ). _ .
It should be noted that the Congress may adopt a revision of its
most recent budget resolution at any time during the fiscal year
(See. 304). In fact, the Act anticipates that it may be necessary to
adopt at least one additional resolution each year, either in conjunction with a supplemental appropriations bill or in the event of sharp
revisions in revenue or spending estimates brought on by major
changes in the economy, or other developments.
Control8 on New Backdoor Authoriti.-The Budget Committees
are implementing immediately those portions of section 401 of the
Act which (1) make new contract andborrowing authority effective
only to the extent and amounts provided in appropriation acts (section 401(a)); and (2) prohibit floor consideration of entitlement
authority legislation having an effective date before the start of the
next fiscal year (section 401(b) (1)).
With respect to new contract and borrowing authorities, it is very
much in the interest of the new budget process to prohibit a lastminute rush of new backdoor authorities. With respect to entitlement
legislation postponing the effective date of such legislation to the beginning oi the fiscal year which begins during the calendar year in
which such legislation is reported will serve to enhance the significance of the first budget resolution.
Mimcellaneou Pronii.-Inaddition to the provisions referred to
A
above, the following miscellaneous provisions of the Act will be
implemented:
B.R. 27
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(1) Section 805, relating to consideration of concurrent i'solu
tions on the budget;
(2) Section 806, concerning jurisdiction over legislation dealing with the Congressional budget; and
(3) Sections 308 (b) and (c), concerning periodic scorekeeping
reports and annual five-year budget projections by the Congressional Budget Office.
Provisions Which Will Not Be Implemented:
The following important elements of the new budget process will
not be implemented:
(1) Coneiderationof Spending, Revenue, or Debt LegielationPrior
To Adoptimn of the FiAmt Coneurrent Resolution.-The Act provides
that prior to adoption of the first concurrent resolution on the budget
for any particular fiscal year, neither House may consider any legislation applicable to that fiscal year which provides new budget authority, increases or decreases revenues, or increases or decreases the
public debt limit (section 303). Due to the critical need to take quick
action on the Nation's deteriorating economy, the Budget Committees
believe that implementation of this provision may unduly delay necessary action on the economy. Consequently this provision will not be
implemented this year.

(2) CongressionalBudget Office Aprl I Report.-The Act requires

the Congressional Budget Office to submit on April I a report to the

Budget Committees on various budget alternatives, fiscal policy, and
national budget priorities (section 202(f)). Since the provisions of
the Act activating the CBO have only recently been implemented. the
Office cannot be expected to submit the required report in the short
time remaining before Aplil 1. Consequently, this provision cannot
be implemented this year.
and Outlay Totals for Each
Budget ofAuthority
(3) Inclusion
the Buget.-The Act provides that the
FunctionalofCategouy
Major
first concurrent resolution on the budget shall include, in addition to

budget aggregates, the appropriate levels of budget authority and
outlays for each major functions category of the budget (section 301
(a)). Congressional determination of these functional category totals
are, of course an important part of the new budget process. However,
the Budget Committees do not believe that meaningful targets for
each functional category of the budget can be established early this
year, particularly in the absence of a fully-staffed Congressional
budget Office. Consequently, this important part of the new budget
process will not be implemented this year. The report accompanying
the resolution, however, will attempt to do so with as much detail as
possible.
(4) May 15 Deadline for Reporting Authorising Legislation.--Section 402 requires that any legislation authorizing new budget authority
for a fiscal year must be reported in each House on or before the May

15 preceding the beginning of the first fiscal year to which the legislation applies (section 402 (a)). This provision is not being implemented
this year. Committees are strongly urged, however, to report Fiscal
Year 1976 authorizations as promptly as possible, and to move expeditiously toward advance authorizations for programs within their
S.R. 27
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jurisdictions. It will be particularly important for committees to get
an early start on authorizations for Fiscal Year 1977, which must-be
reported by committees by May 15,1976.
(5) Allocation of Budget Authority, and Outlays to A proprite
omimittees.-The Act requires that allocations of total budget authority and outlays be made to committees in the joint statement of
managers accompanying the conference report on the first budget
resolution (section 302). Such an allocation calls for substantial
"crosswalking" (that is, tracing budget authority to committee jurisdictions by individual programs and spending authorities). The Committee cannot expect to develop such expertise by the Spring of 1975,
and consequently will not implement this provision this year.
(6) AppropriationsCommittee Review of Entitlemnw Legislation
Eoceeding All1oation. Made in the First Budget Resolution.-The
Act provides that bills providing entitlement authority exceeding
allocations made in the first budget resolution be referred to the
Appropriations Committee for review (section 401(b) (2)). The Appropriations Committee may report the legislation with an amendment limiting the total amount of new authority. Since allocations
of budget and entitlement authority will not be made in the first
concurrent resolution this year, it is unnecessary to implement this
provision.

(7) Deadline for Completing Action on Spending Legisltion.-

The Act provides for completion of action on all budget authority and
entitlement legislation no later than the seventh day after Labor Day
(section 309). This deadline can probably be met only if there is strict
adherence to the May 15 reporting deadline. Since that deadline cannot be fully implemented in 1975, the Budget Committees will not
implement the completion deadline.
The Committees strongly urge ra id action on both authorizing and
spending legislation, recognizing that-as may also be true in succeeding years-it may be necessary to proceed to adoption of a second
resolution prior to completion of all spending measures. It should also
be recognized that it may be impracticable to proceed to a second
resolution and reconciliation in accordance with the above dates if a
significant portion of spending legislation is not completed by Labor
Day, and that it may be necessary to modify these dates.
Miecellaneou8 Provieions.-The following miscellaneous provisions
will not be implemented this year: (1) section 307, which provides
that to the extent practicable, the House Committee on Appropriations
shall complete action on all regular appropriations bills and submit a
summary report before reporting its first bill; and (2) section 308(a),
which requires committee reports accompanying budget authority
and tax expenditure legislation to compare amounts contained in the
legislation with the most recent budget resolution. The provisions of
Section 308 (a), which requires that such reports indicate assistance
to be provided to State and local governments, and project outlays
under the legislation, are not being implemented at this time in the absence of a fully operational Congressional Budget Office, the assistance of which is important in making such estimates.
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CONCURRENT RESOLUTION
Relating to a determination of the Congressional Budget for the
United States Government for the fiscal year beginning
July
M* 1: 1975.'
Resolved by! the Senate (tho Hou8se of Representatives
'2' ••'np),. That the Congress hereby determines, pursuant
1•

.4"

6t4Wbn 301 (a) of the Congressioial Budget Act of 1974,

• thi for' thW fiscd'l year beginning on July 1, 19765
I&I

(I) the appropriate level of total budget outlays is
. $$65,000Q000;0(0;

"

' '(2) 6he appropriate level of total ine* budget au-

8 3.•1 , thrhty-is 888,600,000,000;

9

th•
&-(3)
amotmnt of deficit in the budget which is

10

appropriate in the light of economic conditions and all
V
(15)

16
2
1

other relevant factors is $67,200,000,000 under existing

'2

law, and $69,600,000,000 if the revenue measures re-

3

feared to in paragraph (4) are extended and enacted;

4

(4) the recommended level of Federal revenues

5

under existing law is $297,800,000,000 and, if certain

6

provisions of the Federal Tax Reduction Act of 1975

7

are extended to 1976 and additional taxes on energy are

8

enacted, the level of Federal revenues will be $295,-

9

400,000,000; and

10

(5) the appropriate level of the public debt is

11

.$617,600,000,000 under existing law and $620,000,-

12

000,000 if the revenue measures referred to in para-

13

graph (4) are extended and enacted.

14

Sno. 2. The Congress, in setting forth the amounts con-

10,Aained

in the first section of this resolution, estimates thlt

16 ..Federal receipts from the leasing of the Outer Continental
17 Shelf, for oil exploration purposes will be $4,000,000,000,

18 rather than the $8,000,000,000 estimated in the budget sub19 mitted by the President. If the $8,000,000,000 estimated is
20 realized, the deficit set forth in paragraph (8) of the first
21 section is $63,200,000,000 under existing law and $65,22 600,000,000 if the revenue measures referred to in para;graph (4) of such section are extended-and enacted.
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Aenu, 15, 1975.-Ordered to be prituted

Mr. MusKiE, from the Committee on the Budget,
submitted the following

REPORT
[To accompany S.Con. Re. 82]
together with
ADDITIONAL VIEWS
The Committee on the Budget submits the following report,
accompanying its first concurrent resolution on the budget relating to
a determination of the Congressional Budget for the United States
Government for the fiscal year beginning July 1, 1975, pursuant to
the Congressional Budget and Impoundment Control Act of 1974
(Public Law 98-344).

(1)
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Chapter I. OVERVIEW
The Federal budget for fiscal 1976 should meet four important tests.
It should:
* Provide
national security,
health
care,ofpensions andfunds
otherforestablished
programseducation,
which the
people
the
United States would need regardless of the state of the economy;
* Provide funds over and above such basic needs to help pull the
United States out of its most devastating economic decline since
the 1930's;
* Be designed as a first step toward ending the increasingly harsh
cycles of inflation and recession which have dominated the U.S.
economy for nearly a decade; and
* Provide direct help to those Americans whose incomes have been
cut off or reduced by the recession.
In the judgment of the Senate Budget Committee, the 'level of
spending thatbest meets all of these testsis $365 billion, with revenues
of $297.8 billion. At these levels, the deficit for fiscal 1976 would be
$67.2 billion. If most provisions of the Tax Reduction Act of 1975 are
extended into calendar 1976 and an energy tax is enacted to raise
roughly $2 billion, revenues would be $295.4 billion and the deficit
would be $69.6 billion.
In future years, the Budget Committee's concurrent resolution will
specify totals for each functional category of government programs
as well as the overall ceiling which appears in this year's resolution.
Functional targets are not specified this year, partly to give all committees and Members more time to become familiar with the new
budget process and partly to allow Congress flexibility in devising a
recovery program.
The Committee hopes, however, that its function-by-function discussion of programs will provide a guide to what the Nation can
afford this year and what it cannot.
In September, the Budget Committee intends to meet its responsibility under the Budget Act to review congressional spending actions
and recommend measures to reconcile revenue and spending actions
with appropriate fiscal -policy. The Committee's second resolution
will, if necessary, recommend amendments in spending and revenue
legislation whicK are required by the state of the economy and
national needs at that time.
(8)
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Living within a $865 billion ceiling will not be easy. In reaching
its decision, the Committee had before it a total of $419 billion in
; proposed new programs and expansions of existing prgrams-the'
PreSident's budget, a list of proposals from other commintes, nearly
all of which had merit, and other proposals which are under serious
consideration. The Committee also had before it the certainty that
adopting new programs or expanding existing programs without redeficit over the $70
milliontomark.
the total fiscal picture would push the
lard
As a result, the Committee strongly urges the Senate to:
* Stay within its recommended ceiling;
* Give first claim on new expenditures to programs that will make
the largest and most immediate contribution to reducing unemployment and bringing the recession to an end;
* Design anti-recession programs that will either terminate automatically as the Nation moves to full employment or terminate
by the end of fiscal 1976 so that decisions on whether to renew
them can be made on the basis of projections of economic conditions at that time. By following tMWs course, Congress can reduce
the danger of a new round of inflation once the economy starts
to recover; and
e Defer new or expanded programs that would commit the Nation
to substantial increases in spending in future years.
The Committee believes its estimates of revenue and expenditures
are realistic. It has assumed no windfall income. It has, for example,
reduced the President's estimate of receipts from Outer Continental
Shelf lease sales by $4 billion because of uncertainties about the leasingprogram. Receipts conceivably could be as low as $1billion.
The Committee has estimated carefully the built-in cost of increases
in food stamp and unemployment compensation programs that result
from high levels of unemployment. When the same assumptions are
applied to the President's budget, the difference in deficits is well
within the range of accommodation.
SPENDING PATTIMNS

The pattern of spending contemplated under the Committee's recommendation differs in one important way from.that proposed by the
President. The Committee would place more emphasis than does the
President's budget on programs that will help people cope with recession and inflation. The chae in focus would result in a shift of about
$4 billion from defense anl foreign aid to domestic programs that
meet human needs. The shift would make room within the overall
budget ceiling for a total of $4.5 billion for new temporary recovery
programs over and above the built-in increases for unemployment
insurance, food stamps, and other program s already in existence.
The Committee believes that the basic commitments of Federal
progrms can be met within an outlay ceiling of $865 billion. The
bComnittee also believes that the bur en of. rseession should not be
borne disproportionately by the poor and elderly. It has therefore
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provided adequate funding so that the President's proposals for legislative changes in social security, medicare and medicaid and food
stamps can be rejected by Congress. More equitable forms of
cost savings .have been suggested and included in the Committee's
recommendations.
Recovery from the recession is likely to be slow and painful. The
economy has deteriorated rapidly just in the 2 months since the President made his original budget proposals. Holding to these original
proposals under the changed circumstances probably would lead to an
unemployment rate of 8.5 percent at the end of calendar 1976. The
Budget Committee hopes that the level and pattern of spending it
recommends, along with the tax reductions approved this year, will
bring down the unemployment rate to well below that level by the end
of calendar 1976.
A $67.2 billion deficit is substantial, but Congress should bear in
mind that it is a recession deficit, not a spending deficit. Revenues in
fiscal 1976 will be $53 billion less than they would be if Americans
were working and paying taxes at full employment. In addition,
expenditures for unemployment compensation and other programs
designed to relieve hardship will be more than $15 billion above the
lever that would be necessary at full employment. The people of the
Unted States are paying for recession at an annual rate of more than
$200 billion in lost national product.
In testimony before the Committee on March 13, Chairman Arthur
F. Burns of the Federal Reserve Board, said: "The most urgent need
at the present time is to cushion the recession." On March 17, Secretary of the Treasury William E. Simon testified that, "... we must
end the downward slide in the economy, putting millions of Americans
back to work." The Committee shares these views and believes further
that close cooperation among Congress, the Administration and the
Federal Reserve Board is necessary To achieve recovery.
The Committee is persuaded that its budget proposals can begin the
job of putting millions of Americans back to work. If the Federal
Reserve Boar agrees with this Committee's goals for the econ'omy,-the
funds required to finance the budget need not compete for amounts of
money which are needed for private investment. But the balance which
the economy demands can be achieved only by a good match of fiscal
and monetary policy.
DIFFICULT CHOICES

The deficit in the fiscal year that ends this June is likely to exceed
$45 billion. The Committee is recommending a deficit of nearly $70
billion for fiscal 1976. Unless these deficits dinish as recovery proceeds, the result will be a financial squeeze and higher interest rates.
This means that there is little, if any, room for further expansion
of permanent programs at this time. If there no longer is any doubt
that recession is the most urgent business before Congress, there also is
no doubt that the Federal Government must do its part in promoting
recovery and restoring the confidence of the American people that the
inflation-recession cycles can and will be broken.
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The politically easy decisions which Congress must make this year
are behind it. The tax cuts, which had virtually unanimous support
from citizens, economists and policymakers, have been made. The difficult work remains--the job of sorting through programs, one by one,
choosing those that are essential in this recession year and putting
aside those that can wait, no matter how popular they may be.

52-659 0- 75 - 3
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Chapter II. THE ECONOMY
The recession of 1974-75 already is the most serious since the 1980's
and the trend still is mostly down. Unemployment, the most significant gauge of the human costs of a sluggish economy, is likely to net
worse in the months ahead. Inflation, which was not a factor in earlier
recessions, is only beginning to subside.
During the past decade, the normal business cycles have been aggravated by policy decisions which were designed to stimulate or restrain
the economy but which often misfired because they went too far or
came too late. In addition, the economy has been battered by two
forces over which business and government leaders had little controlworldwide crop failures and a four-fold increase in oil prices. In recent years, the economy also has reflected the uncertainties of international inflation, a new system of flexible, exchange rates, and
domestic experiments with wage and price controls.
Economic trends during the first quarter of 1975 offer hope that
the rate of increase in consumer prices which peaked at 18 percent
in the last half of 1974 will continue to move down. There are signs
that consumers are again buying at a rate that will reduce record
inventories of merchandise, although a March drop in retail sales
caused by a decline in automobile purchases takes some of the edge off
of optimism about retail sales.
Ifopeful signs must be weighed against other signs which remain
gloomy. The previous postwar peak unemployment rate was 7.9 percent in October 1949. The rate is now 8.7 percent, with 8 million people
officially counted as unemployed and perhaps another 1.1 million so
discouraged about the prospects of finding work that they have
dropped out of the labor force. Measured by the decline in real gross
national product the present recession is already twice as severe as
that of 1958-59. The percentage decline in real output during the first
quarter of 1975 is the largest since such data first were collected.

UNEM
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Table I shows the official unemployment level and unemployment
rates for various groups in February and compares these official statistics with the statistics as they would be had discouraged workers
not dropped out of the labor force. The table shows a substantial number of discouraged workers among teenagers, adult males, and nonwhile adults. In addition, overtime work has been cut back and as
many as 8.9 million Americans are working only part-time.
(7)
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Table 1.--RECORDED UNEMPLOYMENT AND UNEMPLOYMENT RATES
COMPARED WITH ESTIMATED FULL LABOR FORCE PARTICIPATION
VALUES, BY DEMOGRAPHIC GROUP, FEBRUARY 19751
un

Unemploy.

Es,"e
£Estimted

artle,

Unemploy.

Full
Fuartk

moat

|pat ios:

rate
(percent)

unemptoy.
meat
rate
(percent)

meat
(thousands)

ipatign
unemploy.
meat
(thousands)

Whites. 16-19...........................
Nonwhites, 16-19........................
White malec 20 and over .................
Whites fenale,20 and over ...............
Nonwhite nslec 20 and over ..............
Nonwhite fenale 20 and over ............

1.362
358
2,523
2,143
577
463

1,667
330
3,197
2,094
652
501

17.5
36.7
5.6
7.6
11.1
10.9

20.6
34.8
7.0
7.4
12.4
11.7

TOl hber fIe ...................

7,484

8,4W

8.L2

.2

I Thea estimates are based on average& of monthly labor force participation rates for 1973-74
adjusted for trend. For nonwhite teenagers and white adult women. the actual rates are higher than
the full participation rates. For reasons that are not clear, labor force partici action for nonwhite
teenagers was abnormally high in February. The situation of adult women is discussed in the t$t,

In March, the unemployment rate rose by a full half percentage
point from the 8.2 percent of February. The unemployment rate for
teenagers was over 20 percent. For adult men, it was up to 6.8 percent. Unemployment among household heads increased from 5.4 percent in February to 5.8 percent in March, a rate that was exactly
double the 2.9 percent average for breadwinners in the first quarter
of 1974. Total labor force time lost had reached 9.6 percent, up from
8.9 percent in February and 5.6 percent a year earlier.
Although employment fell in March by less than it did in January
and February, unemployment increased dramatically because large
numbers of adult women began actively looking for jobs. This increase
in the labor force suggests that pressure is building on members of
families--so-called "additional workers"--to find iobs in order to
supplement or replace earnings of primary breadwinners. Counting
the Xarch figure of approximately 1.1 million discouraged workers,
the "full participation" unemployment rate now is close to 10 percent.
Table II shows the distribution by industry of the deterioration in
employment during the last 12 months. The table shows that most
industries have been hit hard and that unemployment rates below
10 percent in the production sector are the exception rather than
the rule. The picture in service sectors is somewhat brighter.
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Table II.--UNEMPLOYMENT RATES BY DETAILED MANUFACTURING
INDUSTRIES
(Seasonally AdJusted)
Industry

goods andindustries:
Durable
Lumber
wood products ...............................
Furniture and •ture ....................................
Stoneclay and SIM .....................................
Primary metal products ..................................
Fabricated metls ......................................
Machinery.............................................
Electrical,equipmet .....................................
Tramsp f'ation equipment ...............................
Automobe$.......................................
Other transportation equipment .......................
Nondurable gods industries:
Food and kindred products ...............................
Textile mill products .....................................
Apparel ................................................
Printing and publiing..................................
Rubber and plastics ......................................
Chemicals ..............................................
Petroleum and coal products ..................................

March
1974

Match
197J

4.9
8.2
4.6
3.5
4. I
2.8
4.2
8.5
11.6
5.0

11.,9
17.2
9.6
12.0
12.4
8,1
11.8
13.5
17.5
9.8

7.1
4.6
8.0
3.9
6. I
2.2
2.3

9.2
13.7
19.8
5.6
14.5
7.
4.9
7

Source: U.S. Department of Labor. Bureau of Labor Statistics, April 2. 1975.

RAPIDITY OF DECLINE

The speed with which the deterioration took place and the depth
of the damage to the economy surprised most economists, including
many of the profession's most careful and sophisticated forecasters.
In August, when the unemployment rate was only 5.4 percent, most
forecasters still expected an upturn to begin in the last quarter of 1974
and continue into 1975 with the unemployment rate never rising above
0 percent. Instead, in the last quarter of 1974 real output fell at an
annual rate of over 9 percent and the number of unemployed increased
by 1.8 million. In the first quarter of 197T, real GNP continued to slide,
dropping at a rate of 10.4 percent, and 1.6 million more workers were
added to the unemployment rolls. Recovery now is not expected to
start before the last half of 1975 and unemployment is expected to
exceed 9 percent for most of the year. Table III shows how dramatically conditions have changed from perceptions of just 8 months ago.
Table IIl.-DETERIORATION IN THE ECONOMIC OUTLOOK
Augsd 1974 Forecasts of 4th Quarter 1074 Compared With Actual
[Percem
A194't
forecast

U ployment rate .........................................
Change in real GNP .........................................
Change in industrial production ...............................
Rate if inflation (GNP deflator) ..............................
Rauteo inflation (CPI) .......................................

5.7
2.6
2.0
8.0
8.0

Actual

6.6
-9.0
-12.3
14.4
12.0

29

10
The fall in employment, rapid inflation, and high interest rates
have reduced demand in all sectors of the economy. Consumers, industries, and State and local government all have cut back spending
plans at the same time.
CONSUMER SPENDING
Corrected for price change consumer spending is falling for the
first time since World War Ii. Real personal consumption expenditures fell by 2.2 percent in 1974 as compared with a rise of 4.7 percent
in 1973. The decline in purchases was, in part, a reflection of the fact
that wages in 1974 did not keep pace with inflation.
Real disposable income--the real take-home pay of Americans-~
dropped by 4.8 percent between the fourth quarter of 1978 and
the fourth quarter' of 1974. This decrease contrasts with an average
annual increase in recent years of about 4 percent and to a large extent
explains the depth of the recession. In February, the weekly takehome pay of a worker with three dependents was $10 higher in money
terms than a year ago, but the increase was more than offset by three
factors-a rise of 11.1 percent in the Consumer Price Index, a drop of
1.9 percent in average hours worked, and an increase of 0.7 percent in
average taxes. In alr, real spendable earnings fell 5 percent during the
12-month period.
The re uced purchasing power of consumers has been accompanied
by an unwillingness to spend the incomes they do have. The saving rate,
or ratio of personal saving to personal disposable income, was 6.6 percent in the third quarter of 1974, then jumped to an abnormally high
.8.5
percent in the fourth quarter. Consistent with this trend was a
fourth quarter report by the Dcgpartment of Commerce that an index
of consumer plans to make major purchases was at its lowest point
since research on consumer attitudes began in 1961.
TAXES AND INFLATION

Even while real income declined, personal income measured in current dollars rose by 8 percent between the end of 1973 and the end of
1974. As a result, personal tax payments also rose very sharply, which
cut even deeper into purchasing power. The rise in nominal income
pulled some low-income workers over their exemption levels into the
tax net and pulled other taxpayers into higher brackets. The resulting
rise in total personal taxes caused the ratio of personal taxes to personal income to increase from 14.5 percent to 15 percent in only 1 year
at a time when real GNP was falling.
For the first time in U.S. history, the progressive structure of the
Federal tax system worked against economic stability because the
Nation's output fell sharply while prices went up at a record rate.
During other postwar recessions, the tax ratio fell and cushioned the
impact of a drop in disposable income. During 1974-75, the tax ratio
increased to. drive down real take-home pay afer taxes even further.
The inflation-caused automatic tax increases probably cost consumers about $11 billion in 1974. In addition, the rise in the.price of fuel
oil and gasoline probably cost consumers another $30 billion, counting
the indirect effect of rising petroleum prices on the price of food and
on the price of synthetic fibers.
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BusiNzss INVEsTrMNT

Business fixed investment, which normally accounts for 10 percent
of GNP, did not increase in real terms incalendar 1974. Capital spending reflects efforts by industry to raise its productive capacity and
increase efficiency. Until the economy begins to recover, levels of
productivity willremain low and so will investment. Even with the
stimulation
this year's taxinvestment
cuts-includinga
higher
investment
tax
credit of 10 of
percent-fixed
is likely to
fall this
year. Alan
Greenspan, Chairman of the President's Council of Economic Advisers, told the Committee on March 12:
The Commerce Department survey of business investment
intentions that was completed in FebruarT projects an increase of 3.8 percent during 1975 in capital expenditures
measured in current prices. Since prices of capital goods are
expected to be substantially higher on average in f975 than
in 1974 the survey does indicate a sizeable drop in physical
volume.
Reduced investment means reduced employment in 1975. It also
means that productivity, output, and real wages probably will not
reach their potential in later years when deman once again presses on
productive capacity. A prompt end to the recession is needed in
order to achieve the investment that will eliminate future capacity
bottlenecks.
HOUSING

Although residential construction normally accounts for only about
4 percent of GNP, much of the hope for a general upturn is predicated
on recovery in this sector. After reaching a peak in the second quarter
of 1973, outlays for new housing had plummeted 81 percent by the
fourth'quarter of 1974, and recent figures on new permits and housing
starts suggest that the bottom still may not have been reached. In 1978,
more than 2 million units were started, but in 1974 housing starts were
down to 1.4 million. In the first quarter of 1975, new starts slumped
to an annual rate of less than 1 million units. If the recovery of housing
is to go forward, the Nation needs an ample supply of mortgage credit
at interest rates within the reach of home buyers. No sector in the
economy is more sensitive to monetary conditions than home building.
Chairman Greenspan has assured the Committee that the outlook is
favorable. He told the Committee on March 12:
With the decline in interest rates, savings are now flowing
back into thrift institutions and conditions in the mortgage
market have begun to improve. The sharp decline in housing
starts last year is now being reflected in a smaller number of
houses being completed so that the backlog of unsold
homes is likely to be worked off quite rapidly during the next
few months. These two factors should contribute to a recovery in housing and also to rising economic activity later
in the year.
The Tax Reduction Act of 1975, which was signed into law on March
29, included a 5-percent credit for the purchase of new homes already
completed or under construction. There already is evidence that this
tax credit is helping the home building industry.
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One problem that burdened the U.S. economy in 1974 was the large
backlog of inventories compared with sales. When merchants try to
reduce inventories by reducing orders for new merchandise, they touch
off a cycle which causes production of goods to decline and unemployment to increase. This, in turn reduces the spending power of consumers. Thus the effort to establish a better balance between stocks
and sales causes a cumulative contraction of the very kind that the
United States has been experiencing. Despite declining new orders,
the inventory surplus, or overhang, continues. The ratio of manufacturers' inventories to shipments rose from 1.62 in December 1978
to a discouraging level of 1.89 in December 1974 and 1.92 in January.
However, inventories declined by $18 billion in the first quarter and
probably will decline again in the current quarter.
By midyear, the huge inventory surplus probably will be well down.
If the pattern of earlier recessions repeats itself, inventory investment
then will bounce back and stimulate rather than depress the economy.
According to Chairman Greenspan in testimony before the Budget
Committee on March 12:
...

inventory liquidation is proceeding at a very rapid pace.

These developments have been most visible in the automobile
industry but they are now occurring in many other industries
as well.... The book value of all inventories rose by only
$1.1 billion during January, as compared to an average
monthly increase of $2.8 billion during the last half of 1974.
Inventories in nondurable goods industries declined for the
first time since mid-1972. Based on what we know today the
necessary inventory adjustments now appear to be underway
and perhaps even more rapidly than we had earlier anticipated. Stocks are likely to fall throughout most of the year
because even with the recovery the ratio of stocks to output
will remain quite high. Nonetheless we expect that the bulk
of the liquidation will occur during the first half of the year.
STATE AND LOCAL GOVERNMENT

W
W1

One of the few areas of expansion in the economy during 1974 resulted from purchases of goods and services by State and local governments. That increase has ended. Demand from this sector was no higher
at the end of 1974 than it was at the end of 1973. And many State
and local governments are in deep financial trouble. Inflation has
driven up the cost of government services, while recession has eroded
income from nearly all major sources of tax revenue. The Joint Economic Committee of Congress estimates that State and local governments are losing revenue at an annual rate of at least $20 billion as a
consequence of the recession.
Credit conditions also have hampered State and local efforts to borrow. As a result, some capital spending projects have been postponed,
contributing to unemployment in the construction industry. For these
reasons, State and local spending is likely to contribute little to the
economic recovery.
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Mr. Jerry Wurf, President of the American Federation of State,
County, and Municipal Employees (AFL-CIO), summarized the fiscal crisis of State and local governments in testimony before the Committee on March 4:
One-third of the cities are cutting back services. One-third of
the cities are laying off employees or freezing new hiring.
More than half are postponing essential capital expenditures ....

Almost half expect to enact a tax increase in 19T5.

In the same statement, Mr. Wurf emphasized the following point:
... the recession is compelling State and local governments-fced with their own fiscal crisis--to adopt policies
that cause a further economic downturn.
-While the Federal Government cuts its taxes, local governments increase theirs.
-While the Federal Government creates new public jobs,
State and local governments lay off regular employees.
-While the Federal Government attempts to stimulate
construction, State and local governments curtail capital
projects because they have no money to pay for them.
OUTLOOK
A consensus is emerging that the economic slide will stop sometime
after mid-1975 and that recovery will begin in the third quarter and
certainly no later than the fourth quarter. The rates of inflation and
unemployment both should be declining in 1976. By the last quarter
of the year, inventory investment should be increasing. Housing starts
should be up, with the tax credit helping to clear away the backlog
of unsold units, and falling mortgage interest rates making investment
in new housing once again attractive. Consumer spending should revive in response both to the tax reduction and to rising household incomes that will result from general economic recovery.
The consensus forecast is based on an assumption that monetary policy will do its share to promote recovery by providing sufficient credit
to accommodate expansion without a substantial rise in interest rates.
The consensus also is based in large part on an assumption that Congress will adopt a fiscal 1976 budget that will stimulate the economy
without planting the seeds for faster growth of inflation rates.
Chairman Greenspan reflected the consensus when he told the Committee on March 12, 1975:
Quite aside from the precise numbers ... there is general
agreement among economists that the economy will bottom
out if not by mid-year then during the third quarter and that
the economy will then begin to turn upward.
Secretary Simon was similarly optimistic. He told the Committee on
March 17 that:
While unemployment was rising at the end of 1974, we expect
it to be falling by the end of 1915. While the rate of inflation
was above 10 percent at the end of 1974, it should fall well
below 10 percent by the end of 1975.
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Three factors are crucial to the behavior of the U.S. economy in the
next several months--fixed investment, international trade, and the
fiscal 1976 budget.
Fixed investment should be bolstered by higher levels of consumer
spending and by the increase in the investment tax credit. With appropriate monetary policies, and assuming no dramatic change in the
policies of other countries, the Nation's international trade position
should be relatively strong. If fixed investment does not come up to
anticipated levels or if international developments make the United
States less competitive in foreign markets, the forecasts will not
stand up.
There is little disagreement among forecasters that the economy
will begin turning around this year. There is disagreement about how
strong the recovery will be once the economy touches bottom. A
central question, therefore, is whether the budget Which this Committee
proposes will help put the Nation on a path that leads to full employment as quickly as possible without rekindling inflation. The Committee believes that it will.
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Chapter III. BUDGET STRATEGY AND GOALS
Fundamental changes in the way of life in the United States were
underway well before the Nation's economy began to falter last year.
__

Perhaps the most basic change came with the realization that a nation

which, by and large, had been able for some 30 years to afford most
of the goods and services it wanted now must adjust to limited supplies
of capital and raw materials. Price increases and shrinking supplies
have made cheap and plentiful energy-and the policies that were
based on those prices and supplies--a thing of the past. Economic
growth in other natiors forces the United States to compete for scarce
supplies of other materials as well. Years of abuse of the Nation's air
and water has forced a commitment to major cleanup programs--a
deferred payment for damage already done.
These circumstances require that the Congress undertake a deliberate review of Federal spending policies. The Congressional Budget
and Impoundment Control Act of 1974 is one important recognition
of that need for review, the need to take a new look at the assumptions
that lie behind many Federal programs to make sure they still Ht the
Nation's changing needs.
The first budget which Congress will write under that act must
meet several needs. Among the most important:
* It must channel funds into programs that will create new jobs,
assist those who cannot find work, and restore prosperity to business and industry by restoring confidence and purchasing power
to the consumer; and
* It must provide a sound foundation for making careful choices
in the future among current programs and proposals for new
spending, choices that face up to the reality that the United
States cannot satisfy all of the desires of its people at once but
must begin to rank and schedule programs in the order of most
compelling need.
The Budget Committee's recommendation for the fiscal year 1976
budget calls for a dual strategy. To fight inflation, it recommends
policy restraint in those areas whiich would commit the Nation to new
spending programs whose consequences over the next 5 or 10 years
have not yet been measured fully. It concentrates this year on the immediate task of fighting the recession and creating new jobs without
refueling inflation and prolonging the resultant "boom-bust" cycle.
The major elements of the budget, some of which already are in
place, include:
* Tax relief that helps restore the purchasing power of middleand low-income families which have been hardest hit by the
inflation of recent years;
(,l5)
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0 Temporary programs that provide for new jobs on public works,
natural resources, environmental, and energy projects; in railroad rehabilitation; in community and regional development;
and in improved veterans hospitals; and that increa. emergency
housing and small business loan programs; and
Adequate funding for such programs as education, manpower
training, and health that would be needed regardless of economic
conditions.
THE BuDomr PRocEss
The Budget Act was written well before it became clear that the
U.S. economy was heading into a serious recession. The recession
merely emphasizes the wisdom of the new procedures the act requires.
The act was intended to provide Members of Congress with a framework within which to:
0 Set priorities for Federal spending and revenue policies; and
* Gauge the impact of those policies on the economy as a whole.
The act assigns to the Budget Committee the responsibility for
making a first evaluation each year of legitimate claims on available
public funds and making preliminary judgments about which of those
claims must be met immediately and which may be postponed.
Each concurrent resolution reported by the Budget Committee is
to recommend the appropriate level of Federal revenues and the
amount, if any, by which revenues should be increased or decreased.
The Committee is required to recommend the appropriate share of
total revenues to be borne by each major source of income.
The Committee also is required to report to the Senate on its evaluation each year of tax expenditures and on the relationship between
tax expenditures and each major functional category of the budget.
In its first effort, the Committee has considered the matter of priorities primarily in an attempt to examine the base which would produce the overall ceiling. Its closest attention has been given to selecting a budget total which will provide stimulation for the economy
without bringing about another round of inflation.
During more than 2 months of hearings, seminars, and discussions
with other committees, the Budget Committee reviewed spending proposals that total about $419 billion. This total includes the President's
budget recommendation. It includes recommendations and estimates
from all other committees plus some additional proposals which seem
likely to be before the Senate this year.
The Committee heard expert testimony on the upper limits of
spending with regard to inflationary pressures and the lower limits
of spending with regard to stimulation of the economy. It took into
account the commitments which already have boen made to essential
programs. It debated the relative merits of priorities that range from
national defense to bilingual education. It considered-and rejectedacross-the-board cuts in the budget as well as proposals to increase the
budget by another $8 billion in temporary recovery programs.
During all of that time, the Committee had clearly in mind the
fact that its proposals are recommendations which must be endorsed
by a majority of Senators. Its proposals are made also with the understanding that any endorsement must be tentative. As noted elsewhere in this report, events of the past 6 months have produced an
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economic picture very different from that which the Nation's best
economic forecasters predicted in the fall of 1974. Further drastic
changes are possible during the next 5 months and the Committee will
monitor conditions closely between now and September when the Senate will be asked to make its final decision on a budget ceiling.
A Two-Bujxrr APPoAcCH

Many witnesses before the Budget Committee and before the Joint
Economic Committee urged Congress to separate recession-oriented
expenditures from those lor permanent Federal programs. They also
proposed that additional recession-related expenditures be designed
to self-destruct automatically as the economy recovers. Such an
approach, they said, would diminish the risk that large deficits would
create excess demand and, in turn, new inflationary pressures when
the economy once again is at or near full employment.
Arthur M. Okun, former Chairman of the President's Council of
Economic Advisers, documented the need for fiscal flexibility in his
February 28 testimony before the Joint Economic Committee. He
said:
Through five post-war recessions, we have made efforts to
gear up anti-recessionary public works; but they have
yielded only pennies of added expenditures during the recession and dollars of added expenditures during the next
period of prosperity when the economy least needed them.
Senator Humphrey, testifying before the Budget Committee on
behalf of the JEC, supported the calls for flexibility on March 7. He
said that:
Anti-recession spending measures should be designed to
phase out as full employment is regained. Public works projects with long leadtimes are not suitable anti-recession measures, because most of the spending comes only after it is no
longer needed.
The Committee makes its recommendations with the critical differ.
ence between temporary and ongoing outlays in mind.
FISCAL BASE

Most Federal outlays fall in what may be called the fiscal base, which
includes continuing Federal programs. Among the programs in the
fiscal base are those that promote national security, protect and develop
natural resources, and generally improve the health, education, and
welfare of Americans.
The Committee has built its budget on the principle that the fiscal
base should not exceed the revenues that existing tax laws would produce if the unemployment rate were at 4 percent. These revenues
are estimated at $348 billion. The Budget Committee's proposed fiscal
base outlays total $345.3 billion. This leaves little room for expanding
the level of permanent government programs, and the Committee
emphasizes that this fiscal discipline islimportant in order to insure an
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appropriate fiscal policy when full employment is achieved. Otherwise, the Nation will run the risk of an excess of private demand during later stages of recovery. Such excess demand initiated the inflation
of the late 1960's. In 1968, for example, the budget showed a fullemployment deficit of $13.5 billion, which should have been a warning
signal. The Federal Government ignored the warning, failed to cut
back on spending, and added to the inflationary forces of an overheated economy.
A full-employment budget ceiling covering base programs for fiscal
1976 does, however, leave room for continuing programs which would
be essential under any circumstances, such as energy research and
development, protection of the environment, and support for
education.
National security, for example, can be allocated $91.2 billion, a figure which is in line with the tentative judgment of the Appropriations
Committee as to the amount which can realistically be cut from the
Administration's proposed defense budget this year.
The base also would permit full cost-of-living increases for social
security recipients and full funding to meet commitments already in
the law for programs such as food stamps and aid to families with
dependent children.
Within the base are funds for rehabilitation of parts of the Nation's
hard-hit railroad network. The base permits the Federal Government
to meet its past health commitments in medicare, medicaid, and other
programs and to promote essential health research.

Axn-RFcFssIoN

EXPENDITUREs

Anti-recession expenditures are temporary-designed to offset an
economic downturn and recede as recovery advances. Some of these
programs--unemployment compensation, food stamps, and a modest
public employment program-already have been legislated. Expenditures on these programs decline as unemployment diminishes.
The Committee's recommended budget ceiling permits Congress to
consider temporary programs other than those already in place. A
major effort to design
which meet emergency human needs
d uring a recession but programs
which phase
out with recovery is essential if a
foundation is to be built for stable growth without inflation.
The Committee cannot offer precise criteria by which to distinguish
between anti-recession and fiscal base programs. The goal, as noted
earlier, is to have those expenditures above the fiscal base disappear
as the private economy expands. Unfortunately, accepting the general
principle is easier than designing the right mechanism. There is always a chance of error. Spending levels of anti-recession public works
projects frequently reach their peak after the recession for which they
were designed is over.
The 1962 accelerated public works program provides one example
of fiscal planning gone awry. The program was passed in September
of 1962 with initial obligational authority of $850 million. Only $62
million of this amount was spent in fiscal 1963. The bulk of the funds
were spent in fiscal 1964 and 1965, with vestiges of the program
still inexistence in 1971.. Repetition of this sort of spending pattern
to combat recession should be avoided.
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PROGRAM CATEGORIES

Anti-recession spending falls into two categories. Some programs relieve the hardships of unemployment. These include:
(1) Unemployment compensation, which increases Federal outlays by approximately $2.5 billion per percentage point of
unemployment.
(2) Extra increases in food stamps and welfare payments, costing approximately $0.5 billion per percentage point of unemployment.
Some temporary recovery programs reduce unemployment directly.
For this budget, these may include:
(1) Public employment to decline as the economy expands and
to end as full employment is reached.
(2) Anti-recession public works projects for which at least half
the authority is expended in fiscal 1976 and which will be
completed within 12 months of the starting date.
(3) Other expenditures, such as emergency fiscal aid to State and
local governments, that will phase out automatically as the
unemployment rate declines.
GOING SLOW

The Committee recommendations leave room for an additional $4.5
billion to finance temporary recovery projects. Of this amount, $2.4
billion already is available or has been requested by the Administration. The Committee considered a wide range of programs with a total
cosk of about $20 billion before deciding-for a number of reasonsto go slow in this area. The Committee believes that the budget as it
stands-combining tax reduction with increased expenditures-is a
stimulative budget. The Committee will review the state of the economy before the September Concurrent Resolution to judge whether
the budget remains sufficiently stimulative at that time. Another
reason the Committee hesitated to expand temporary recovery programs further at this time is the considerable skepticism that programs
that are designed to be temporary will in fact prove to be temporary.
A temporary public employment program can become so popular
that efforts to make it permanent will attract overwhelming support.
Unemployment compensation payments that are overly generous may
tempt some workers to pass up job opportunities once the economy
begins to expand. The Committee searched for a satisfactory triggring mechanism for anti-recession programs but could not find a
formula that would meet all requirements. The unemployment rate
tends to lag behind changes in economic activity. Nearly all indicators
tend to give misleading signals at one time or another. The Committee
recommends a continued search for reliable triggering mechanisms
as well as a study of the possibility of creating a Federal commission
with discretionary authority to start and stop temporary recovery
expenditure programs.
One other temporary program which was discussed and which received support from several members was emergency revenue sharing
for State and local governments. As noted. earlier, many of these governments face losses of revenue .and increases in costs of service as

39

20
a result of the recession. Without Federal aid, the States have but two
choices:
* Raise taxes, which would cancel out part of the Federal Government's anti-recession efforts .Aince higher State and local taxes
would merely offset the effect of lower Federal taxes on the purchasing power of consumers.
* Cut payrolls and postpone construction and other programs, both
of which would aggravate unemployment and help to keep the
construction, industry depressed.
The Committee agrees that many-but not all-State and local governments are hard-pi assed and in need of Federal assistance and endorses the principle of emergency revenue sharing. The Committee
did not include funds for such a program at this time, however, in
part because complete data on need were not available.
POSSIBLE PATTERN

During its analysis of budget proposals for 1976, the Committee
sketched out one possible pattern for temporary recovery spending.
The Senate's authorizing committees undoubtedly will examine alternative proposals.
The pattern of spending which the Committee used in arriving at its
ceiling included:
• A program to.provide $200 million for public works in natural
resources, environmental, and energy projects;
* A combination of railroad rehabilitation projects which would
create $600 million worth of temporary public service jobs;
e Construction programs in community and regional development
and in veterans affairs that would provide $400 million for antirecession employment;
* A $2.9 billion program of public service jobs, adding $500 million
to the President's request for $2.4 billion in outlays to finance
public service employment; and
SAk $400 million program for emergency housing and increased
small business loan programs.

40

Chapter IV. REVENUES
Expanded Government programs account for only a small portion of
the fiscal 1976 deficit. Most of the deficit is a result of reducedrevenues.
If unemployment were 4 percent, revenues under existing tax laws
would be about $351 billion rather than an estimated $298 billion. Both
estimates include revenue losses under the Tax Reduction Act which
reduced tax liabilities for calendar 1975 by $23 billion, about $10.7
billion of which will take effect during fiscal 1976.
Later this year, the Congress must decide whether or not to extend
some of the Act's tax reductions into calendar 1976. Although the investment tax credit and child care provisions will carry over without
congressional action, other provisions are effective only through calendar 1975. These include the $30 credit for each personal exemption,
the increase in the minimum standard deduction, the earned income
credit, and changes in the corporate surtax exemption. If these provisions are extended, the tax reduction in fiscal 1976 will be approximately $4.4 billion greater.
Congress is not compelled to make an immediate decision on extending the Tax Reduction Act. It is in the fortunate position that Chairman Burns recommended to the Committee on March 13:
If we could take action now, promptly, and then rest for 2
or 3 months, observe conditions and then act once again,
depending on how conditions develop, we would be, I think,
serving the needs of our economy very much better.
TAX RELIEF

There may be good reason to extend tax relief of some form into
calendar 1976. Double-digit inflation in 1974 increased personal tax
payments at all levels of Gove-rnment by $18.2 billion between the
end of 1973 and the end of 1974. The inflation-induced rise in taxpayer obligations is permanent while the Tax Reduction Act is primarily a temporary measure. Almost all of the Act's $18.7 bill ion
relief for individuals is scheduled to expire on December 31, 1975.
Moreover, and perhaps even more importantly, a premature end to
the tax reduction could stifle recovery and prevent unemployment
from falling to more acceptable levels. Congress acted promptly to
reduce taxes this spring. The decision to extend the 1975 t: x reductions or enact similar revenue reducing proposals can be made as late
as September when it can be based on careful reading of the latest
economic indicators.
ENERGY TAXES

The President's budget proposed energy taxes that would have
generated $35.3 billion in tax revenues in fiscal 1976. However, all
(21)
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but $3.8 billion of this would have been offset by other tax reductions.
At present, a $1 tariff on each barrel of imported oil is in place which
will yield $2.4 billion in fiscal year 1976.
Congress must frame its energy tax policy in the light of objectives
for energy conservation, inflation, and unemployment. Some of the
options now being considered are a tax on gasoline, a tax on industrial
use of oil and natural gas, and a windfall profits tax on oil companies.
These taxes could produce substantial revenues. For example, one
proposal to increase the gasoline tax by 5 cents per gallon would yield
approximately $5 billion annually. It is likely that some or all of
energy-tax revenues would be used to finance energy programs or rebated to consumers. However, the timing of these programs is likely
to leave a net revenue gain in fiscal 1976. Even if a 5 cent a gallon tax
on gasoline were not put in place until next January 1, fiscal 1976
revenues would increase by $2 billion. The Committee makes no
recommendation at this time on energy taxes or on extension of the
1975 tax reduction.
REVENUE ESTIMATES

The following table indicates what actual and full-employment
revenues are likely to be, with and without these changes in tax
law. (The estimates are based on information provided by the Senate
Finance Committee, the Joint Committee on Internal Revenue Taxation, and the Treasury Department, updated to reflect the Budget
Committee's economic assumptions.)
FY 1976 REVENUES
[In billions of dollars]
Actual

Tax laws as of January 1,1975 ................................

306. 1

Full
employment I

360

Tax Reduction Act of 1975 ...............................
Tariff on imported oil
....

-10.7
+2.4

-12
+3

Present law .................................................
Extension of tax reduction ............................
Gasoline tax of 5 cents per gallon beginning January 1, 1976 or other

297.8
-4.4

351
-5

energy taxes ..............................................

+2.0

+2

Total receipt .........................................

295.4

348

1Full-employment revenue estimates are computed on the basis of 4 percent unemployment.
If 5 percent were used as the definition of full employment, these revenues would be about $13 billion
less.
The estimate of $295.4 billion is based on the following GNP,
profits, and personal income assumptions as well as an assumeddecline
in the unemployment rate to 7.5 percent and a decline in the rate of
growth in the Consumer Price Index to 5 percent by the end of 1976.

52-659 0 - 75 - 4
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ECONOMIC ASSUMPTIONS

[In bllion

dollars]
Calendar year
1975

GNP ........................................................
Profits ......................................................
Personal Income ..............................................

1,465
116
1,228

1976

1,665
164
1,373

Even slight changes in these assumptions would have a major impact on revenues. In a stronger economy, profits and personal income
would be higher, leading to more revenues and a smaller deficit, which
would be appropriate to a stronger economy. The converse is true for
a weaker economy. In this sense, errors in revenue estimates are largely
self-correcting and do not call for offsetting changes in expenditures
unless deficits reach inflationary levels.
In addition to the revenue issues already discussed, Congress should
address itself this year to other changes in the tax laws. The President
has proposed a comprehensive review of the country's tax laws and
the committee supports such a review, with particular emphasis on
changes that would eliminate inequities and promote prosperity.
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Chapter V. THE DEFICIT
Every witness who appeared before the Committee agreed that a
sizable deficit was inevitable in fiscal 1976. The Secretary of the
Treasury, the Chairman of the Council of Economic Advisers, and
the Director of the Office of Management and Budget testified before
the Committee that a deficit of $53 billion could not be avoided. President Ford later adjusted his deficit ceiling to $60 billion. In response
to a question, Secretary Simon said on March 17:
Mr. Chairman, budget deficits this year are unavoidable. We
must take care of the unemployed in this country. We have
to get the eonomy moving again through tax stimulus....
That create a deficit.
Many witnesses also testified that both the fiscal 1975 and the anticipated fiscal 1976 deficits will be entirely the product of the recession.
Dr. Okun told the Joint Economic Committee on February 28:
As private incomes have contracted, so have the tax bills of
individuals and corporations; meanwhile, the Federal bills
for unemployment benefits and similar anti-recessionary
transfers have soared.
Expenditures are higher than they would be without the recession. The costs of unemployment insurance payments, food stamps, and
welfare programs will be more than $15 billion higher in fiscal 1976
than they would be if the unemployment rate were 4 percent and $12
billion higher than they would be if 5 percent of the Nation's
workers were unemployed. Thus, without any temporary recovery programs, the recession itself causes a virtually unavoidable $68 billion
deficit-$53 billion in lost venuess and $15 billion in added expenditures. In addition, the Committee believes the $4.5 billion in temporary
recovery programs will be necessary in order to bring the recession to
a more rapid end. The $4.5 billion in temporary spending still would
leave a small surplus in the full-employment budget.
Administration and other expert witnesses testified that attempts to
eliminate the deficit not only would be futile but destructive. Raising
taxes or cutting expenditures would only lead to a deeper recession,
further lost revenues and even higher unemployment compensation. A
tax increase or expenditure cut large enough to eliminate the deficit
could cause a major 1980's-style depression."

'In testimony

on February 5, former Deputy Secretary of the Treasury
Charls E. Walker gave the Committee an impromptu lecture on the results of
an attempt In the early 1930's to balance the budget during a recession:
(Balancing the budget] did not sound crazy In 1931 and 1982. That is
precisely what they tried to do. It was a bipartisan effort. President
(Continued)

(25)
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"ECOVWRY AND DMF•ICrS

The only way to stop deficit spending is to bring the economy back
to something close to full employment. That is why the President
proposed, Congress passed, and the President signed the tax reduction
bill. Similarly, that is why the President proposed, and the Congress
should support, an expansion of public service employment.
The budget the Committee is recommending represents a minimum
adequate level of expenditures in light of the tax cut and the depressed
state of the economy. If the unemployment rate were at 4 percent,
expenditures for the fiscal year probably would be $345 billion. If it
were at 5 percent, expenditures would be approximately $348 billion.
However, the economy is not at full employment by either definition.
Therefore, expenditures automatically rise and other temporary program increases are required.
The anticipated deficit is large. But as Dr. Okun told the Joint
Economic Committee on February 28: "There is no cut-rate recovery
program."
At that time, Dr. Okun recommended a deficit of $80
billion.
The effects of economic activity on the budget-on revenue, on
expenditure, and therefore on the deficit-must not be ignored. The
numbers that the Committee proposes for expenditures and revenue
are part of apackage. Changes in one expenditure or revenue component will afect many of the others. The revenue estimate that the
Committee presents is based on an assumption that total outlays will
come to $365 billion. A different level of expenditure would produce
a different gross national product which, in turn, would produce a
different level of revenues.
INFLATION AND RECESSION

In summary, the fiscal 1976 budget should be planned with both recession and inflation in mind. Unemployment is the major problem
of 1975. But in combating the one problem, Congress must avoid
actions that could lead to major inflation in the years ahead.
This budget aims to fight unemployment with:
(1) The aid of the stimulus of a $22.8 billion tax reduction as
provided by the Tqx Reduction Act of 1975; and
(2) A total of nearly $20 billion in recovery expenditures, including $15.2 billion to ease the burden of unemployment and
$4.5 billion for temporary recovery programs.
This budget should aim to check future inflation by:
(1) Holding the fiscal base below full employment revenue, calculated at a 4-percent unemployment rate; and
(Continued)
Hoover and Mr. Garner and the whole crowd wanted to balance the
budget. That was the fiscal orthodoxy of the day. So they sent a message
to the Treasury and the Treasury raised practically every tax it could
get its hands on. I believe the deficit was running in the general horrifying range of a billion dollars and they tried to raise taxes about a billion,
maybe around $800 million. And they did not get anything back. They
raised the taxes and they further exacerbated the deflationary pressures
and incomes dropped and profits dropped and it Just did not work.
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(2) Explicitly tying temporary recovery expenditure programs
to the unemployment rate or other economic indicators so
that they gradually phase out as recovery proceeds.
This, therefore, should be a budget that will stimulate the economy
without repeating the policy mistakes of the past.
Under existing tax law, the deficit the Committee recommends is
$7.2 billion greater than the $60 billion limit proposed by the President.
If all provisions of the Tax Reduction Act were carried through calendar 1976 and if an energy tax were approved, the difference would
be $9.6 billion. The difference is primarily a matter of different assumptions about revenues and about the likely cost of permanent programs as shown below.
The pattern of the President's spending recommendations is markedly different from the one the Committee recommends. The Committee proposes that defense and international affairs outlays and
energy tax equalization payments be reduced by a total of $11 billion
and that an equal amount of money be shifted to human resources
programs. Any reconciliation between the President's ceiling and the
Committee's recommendation must take note of those differences.
DIFFERENCES BETWEEN THE COMMITTEE'S RECOMMENDATION

AND THE $60 BILLION PRESIDENTIAL CEILING
[In billions of dollars]
Current
law

60.0
President's recommended ceiling ..............................
Reestimated costs of existing programs .....................
2.0
Extending Tax Reduction Act .........................................

Energy Tax .............................................

Change in estimated revenues from leases for Outer Continental

Shef.................................................

4.0

President's ceiling adjusted for Senate Budget Committee assump.

tions .....................................................

Additional temporary recovery programs ...................

Other changes because of stronger economy I................
Total recomundd deficit--------------_

--

66.0
2.1

-0.9

---------------

With tax
changes

60.0
2.0
4.4

2.0
4.0

68.4

+2.1

-0.9

4..7.6

I This additional deficit would produce a lower unemployment rate by the end of next year than
the a percent which is likely if the $60 billion limit is maintained.
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Chapter VI. RECOVERY: PROBLEMS AND
PITFALLS
It may take years for the U.S. economy to recover from this recession, the sharpest and deepest in a generation. Recovery will flow not
from any single formula but from a combination of fiscal and monetary policy decisions and the confidence Americans put in those decisions. A restoration of confidence requires satisfactory answers to
the following questions:
* Can the large deficits of at least the next 2 fiscal years be financed
without "crowding out" private expenditures?
e What is the appropriate role of monetary policy in fostering
recovery and easing Treasury financing without, at the same time,
rekindling inflation ?
0 What dangers to domestic recovery are posed by the new international system of flexible exchange rates and the massive outstanding foreign dollar holdings? How can policy be adjusted
to deal with possible adverse international economic developments? and
* What approach to energy policy is reasonable in the light of
the desire to conserve energy without, at the same time, retarding recovery ?
"CnowmINo OUT".
Witnesses agreed during Committee hearings that in 1975 recession is the Nation's primary problem. They disagreed, however, on
the question of whether an aggressive recovery program could be
pursued without one of two self-defeating consequences:
* An increase in the deficit that would choke off expansion because
it would raise interest rates and "crowd out" housing and other
purchases that are sensitive to credit conditions.
* An increase in the money supply that would be large enough to
keep. interest rates down but which would lead to excessive expansion and a new round of inflation.
The "crowding out" argument was em phasized by Administration
witnesses. Chairman Burns testified on March 13 that if the Federal
Government were to run too large a deficitenormous strains... may be placed on money and capital
markets. This means that interest rates may begin to shoot
up, that many private borrowers may be crowded out of the
market, that savings funds may once more be diverted from
mortgage lenders, and that the stock market may turn weak
again.
*On March 17, Secretary Simon told the Committee that(29)
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... excessive Federal demands on the capital markets would
set in motion a vicious competition between the government
and private borrowers for capital funds. Inevitably, mortgage
borrowers would be crowded out of the market place. This
could abort the expected economic recovery at an early stage
and cause unemployment to rise again.
The other possibility would be for the Federal Reserve to
accommodate the enormous borrowing requirements of the
Federal Government as well as the private demands by creating a more rapid growth in money and credit... [T~he consequence of such action would soon catch up with us in the
form of a reaccelerated inflation followed by a new recession
and higher unemployment.
It will be appropriate to heed such warnings when productive resources again are fully utilized. When private demands are strong,
heavy Government borrowing can crowd out private spending by
pushing up interest rates. Furthermore, if increased Government expenditures are financed by borrowing from the Fed the money supply
will increase. Consequently, if demand is initially sufficient to absorb
all resources into production, this combination of policies will create
inflation since Government and private borrowers will be competing
with each other for scarce resources.
The United States is not in that situation today. With the gap between actual GNP and potential GNP at more than $200 billion,
increased Government expenditure and reduced taxes will only activate idle resources, not put new strains on a fully employed workforce
or an industrial system already working at capacity.
REsroNszunrru or MoNETARY POUCY

Crowding out can be avoided if the Federal Reserve Boar~d accom-

modates a stimulative fiscal policy with a monetary policy that is Aufficiently expansionary to keep short-term interest rates near present
levels. If there were full employment, such a policy would be inflationary but in today's economy such a monetary policy can only con-

tribute to recovery. If monetary policy prevents crowding out from
taking place, the economy then will enjoy the full benefit of all the

added fiscal stimulus.

The tax reduction of $22.8 billion and the $4.5 billion in temporary

recovery spending which the Committee proposes will mean, ughly
$27 billion in stimulus to the economy. If there is no crow ing out
the multiplier effect of this stimulus will increase the grop national
product by between $50 billion and $75 billion. Since the economy is
operating far below its potential, such an expansion in the GNP should
not reach the point at which inflation would be a threat.
There is no technical reason for the Federal Reserve Board to let
short-term interest rates rise. With unemployment rates above 6 per-

cent, the goal of monetary policy should be to ensure that no legitimate
economic activity fails to survive because money is not available at
reasonable rates of interest. The goal is even more appropriate with
unemployment rates at 8.7 percent.
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Many witnesses before the Committee took the position that a fiscal
1976 deficit could be financed without serious problems, provided that
the Fed supported a reasonable recovery program. Senator Hum hrey,
speaking on behalf of the Joint Economic Committee, testified on
March
With a proper monetary policy, the deficit can be financed
without driving up interest rates or depriving private borrowers of credit.
Similarly, the JEC report to the Budget Committee on March 7,
stated:
If heavy Government borrowing does drive up interest
rates, it will be because the Federal Reserve has not made sufficient credit available, not because the financial system cannot
handle the flows.
The Budget Committee of the House of Representatives recently
surveyed 13 bankers on crowding-gut and found few of them seriously
concerned about the issue in fiscal 1976. Although some of the bankers
said that a fiscal 1976 deficit of more than $50 billion would concern
them, others said that the Nation could finance a deficit of as much as
$80 billion without much trouble. If that is the case rapid monetary
expansion might not even be necessary to avoid crowding out,
although some expansion is desirable under present circumstances.
The real danger of setting in motion another round of inflation lies
not in the deficit that will result from the fiscal 1976 budget but in
the possibility of repeated large deficits in future years when the economy is approaching full employment. The Committee. recognizes this
danger and believes it is perhaps the most important argument for
Congress to stay within the proposed spending ceiling and to avoid
commitments this year to major new permanent programs that will
mean large spending increases over the next few years.
A shortage of savings is in large part a consequence of reduced incomes of households and reduced business profits that result from the
recession itself. Recovery will generate the real savings that support
sustained growth and prosperity. The theory that the Nation cannot
afford expansionary fiscal policy because the Nation cannot finance it
is contrary to most expert opinion. The question is not whether the
Federal Reserve will finance the deficit but whether it will finance
economic recovery in sufficient but non-inflationary fashion.
In short, crowding out of domestic expenditures due to large-scale
borrowing by the Federal Government is a possibility with high unemployment but it can happen only in the event of restrictive monetary
policies. Chairman Burns reassured the Committee on that count. In
response to a question from a member on March 13, he said: "I don't
think we have to wait 2 years or 3 years to get to 5.5 percent employment." The Committee interprets the statement as assurance that the
Federal Reserve System will play its proper role in a well-balanced
program of economic recovery.
GROWTH RATIO

To balance a deficit of nearly $70 billion, the Committee's economic
staff estimates that money supply should grow at an annual rate of
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about 10 percent during the remainder of 1975 with a somewhat lower
rate during 1976, depending on the rate of inflation. The estimate is
based in part on the fact that during 1974 the money stock grew by
only 4.7 percent--considerably less than what was needed during a
time when the economy was skidding badly. Money supply, therefore,
has much catching up to do to reach an adequate rate and level.
Neither a $70 billion deficit nor a 10-percent rate of growth in the
money supply can be sustained for very long. As full employment is
approached, the deficit must be eliminated and money growth rates
must be reduced to stable levels of 5 percent to 6 percent annually. But
departures from the norm are necessary in the immediate future.
INTERNATIONAL ASPECTS OF RECOVERY

A monetary policy that permitted crowding out of domestic expenditures also could have an adverse effect on the U.S. balance of international trade.
U.S. imports of merchandise during 1974 increased by $33 billion,
largely due to the increase in the price of oil. Fortunately, this enormous increase in imports was nearly balanced by a remarkable $27
billion increase in the value of U.S. exports, one of the few sources of
strength in the U.S. economy.
The dollar has been weak in international money markets. As noted

by Chairman Burns in his March 13 testimony,

...

since last Sep-

tember, the average value of the dollar has faTlen by about 7 percent
in relation to the currencies of 10 major countries." The decline of
the dollar provided U.S. exporters with a substantial competitive
advantage, made imports progressively less attractive than domestic
goods, and led many vacationers to choose a tour of Disneyland over
a tour of Europe.
The international value of the dollar is likely to rise. As the U.S.
economy revives, long-term capital, which has drifted abroad, will
tend to be repatriated. If short-term interest rates in the United States
rise in relation to rates elsewhere, an inflow of short-term capital also
will result. This inflow might be massive, since some Arab oil-exporting
countries maintain large balances on short-term deposit in European
banks and could easily move'these balances to the United States to take
advantage of higher interest rates. Such a shift would increase the
value of the dollar which, in turn, would make American goods more
expensive for foreign buyers and more difficult to export. The dollar
cost of imports would decline and more Americans could afford to
travel abroad and buy foreign rather than domestic goods. The upshot
would be a pattern that would offset part of the stimulus to the U.S.
economy that would be provided by an expansionary fiscal policy:
TmH CONTINUING PROBLEM OF INFLATrOv.
The current round of inflation began in 1973 as a consequence of
excessive demand, caused in part by Government spending policies.
The problem grew as expectations of future prices were revised upwards and a series of external shocks such as high. oil prices disrfipted
normal production. With consumer prices still rising at an annual.rate.

of 8 percent, inflation remains a serious problem. Jiowever, the inflation of 1975 is not the consequence of excessive aggregate demand,.as
was the case in 1973. It is largely the result of continuing "ripid -in-

50

33
creases in wages, a steep decline in productivity, and continued high
prices for goods and services, despite drops in demand. This is not an
inflation pattern that would be aggravated in the near future by fiscal
policies designed to stimulate the economy.
The rate of inflation has been decelerating rapidly. Industrial
wholesale prices rose at an annual rate of 35 percent in the first half
of 1974. They slowed to a rate of 6.4 percent between December and
March. Consumer prices for food which increased 14 percent in
1978 still were rising at a rate of 7 percent in January and February.
But wholesale prices of farm products have been declining, with a
sharp dip in March of 2.5 percent. Overall consumer prices continued to rise fairly rapidly, although there has been a decline from the
rate of 13 percent in the second half of 1974 to 8 percent in January
and February. This rise is largely attributable to a continued rapid
increase in the cost of services-especially medical services.
INHIBITING FACTORS,

Several forces will limit the decline in the rate of inflation. First,
unit labor costs have been increasing sharply and the trend will continue. Chairman Burns told the JEC on February 7 that:
A major source of inflationary pressure now is the run-up of
wage vates

. .

. [P]roductivity has declined substantially

over the past year, and unit labor costs consequently rose by
almost 15 percent in 1974.
He went on to say that,
The rise in unit labor costs has contributed to continued inflationary pressure despite the weak level of demand.
Unit labor costs rise when money wages rise and the costs also
rise when productivity--output per manhour-falls. Productivity usually declines as output diminishes because there are fewer units of
output over which to spread unavoidable overhead costs. Productivity
rises as recovery takes hold.
Tfhe outlook for money wages is mixed. The extreme slack in the
labor market should slowv wage increases and few large contract negotiations are pending. Nevertheless, an increase of 10 percent in
average hourly compensation is not unlikely as workers attempt to
make up for last year s more than 2-percent reduction in real wages. In
March, the index of hourly earnings rose a full percentage point and
contract construction wages rose by 2.6 percent despite very heavy
unemployment in that industry.
Wage demands may moderate if workers consider the recent tax reduction as a substitute for a wage increase. The evidence of a direct
relationship between wages and income taxes is quite strong in many
European countries. Umnt labor costs fell more, than expected after
the tax reduction of 1964, helping to pave the way for the subsequent
noninflationary, expansion.
The price picture is uncertain. Although wholesale farm prices are
falling at the moment, the long-range outlook depends on worldwide
crop conditions. Domestic energy prices will, of course, depend upon
our own policies and on the policies of the Organization of Petroleum
Exporting Countries. If the OPEC countries put into effect a plan to
increase the price of oil exports in step with increases in the cost of
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their imports, the world economy would be on a treadmill of escalating
prices.
In summary, .the most important fact about inflation is that it no
longer is caused by excessive demand for goods and services but by the
backwash of the 1972-73 boom as well as tho rising cost of energy and
agricultural products. Although there are scattered shortages of
some manufactured products--some steel products, for examplethem now is substantial excess capacity an.d considerable downward
pressure on prices.
ENERGY" AND RECOVERY

The United States must reduce its dependence on foreign oil. But
the wrong conservation measures would interfere with economic recovery. It is evident, to cite but one example, that a heavy tax on gasoline, or a sharply restrictive rationing program, will interfere with
recovery of the automobile industry.
The President's budget proposes a strenuous attempt to reduce U.S.
dependence on foreign sources of energy. The President's program included: a net $2 per barrel tariff on imported oil; an equivalent excise
tax on domestically produced oil and natural gas; deregulation of
natural gas prices; and a tax on the windfall profits of domestic oil
and gas producers. This program was to yield $35 billion in revenue
in fhscal 1976, most of which was to be rebated to the private sector
through reduced corporate and personal income taxes, with $2 billion
going to State and local governments and $2billion to low-income nontaxpayers to offset higher energy costs.
Witnesses before the Committee repeatedly urged postponement of
drastic changes in energy policy until recovery was underway. While
there is agreement on a commitment to energy independence, there also
is a widespread feeling that the President s specific policy proposals
pose too great a danger of further damage to the economy. At this
time, it is desirable to spare the economy the shock of another sudden
increase in energy prices.
With the exception of the $1 tariff which already has been imposed,
none of the President's tax-tariff-decontrol measures is in force. Therefore, his proposal to spend $7 billion for energy equalization is not
necessary under present circumstances. However, if the Committee's
recommended fiscal policies are implemented and recovery proceeds
as expected, energy consumption will increase. It then will be essential to have ready an energy policy that will reduce dependence
on foreign oil by developing alternative energy sources, encouraging
production and reducing demand.
Programs should be funded to encourage development of new energy
supply technology and new techniques for energy conservation. Potentials for new production and for energy savings are vast. Congress
must take steps now to ensure that these are realized.
Implicit in the Committee budget proposals are several assumptions
about energy policy. As noted above, some potentially sound proposals
for changes in energy policy could jeopardize recovery and further
boost the price level if they are implemented at this time. Although
debate and planning should go forward in these areas, implementation
of these or other proposals should wait until recovery is assured. Meanwhile, clear long-term signals must be given to announce in no uncertain terms the determination of the United States to encourage the
development of new energy sources and technologies.
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Chapter VII. TAX EXPENDITURES
The Budget Act requires that, beginning with the fiscal 1977 budget,
tax expenditures shall be considered at each step of the new Congressional budget process. The requirement stems from a recognition in
recent years that several provisions of Federal tax law confer the same
kinds of benefits on some individuals and institutions that direct Federal spending confers but that these tax-law benefits seldom are ieviewed with the thoroughness that goes into the examination of direct
spending programs each year.
The Budget Act defines "tax expenditures" in Section 3(a) (3) as:
. *. those revenue losses attributable to provisions of the
Federal tax laws which allow a special exclusion, exemption,
or deduction from gross income or which provide a special
credit, a preferential rate of tax, or a deferred tax liability ...
A recent report, 1976 Budget, Alternatives and Analy8e8, made by a

special staff working group to the Senate and House Budgt Committees, estimated the total tax expenditures for fiscal 1976 at $98.9 billion.
The Tax Reduction Act of 1975 added an estimated $5.3 billion in tax
expenditures for fiscal 1976, so that estimated tax expenditures for the
year now will be as high as $104.2 billion. For technical reasons, the
grand total is of limited use in policy analysis, but the figures do indicate the magnitude of tax expenditures as compared to direct budget
outlays. In fiscal 1976, for example, the $104.2 billion in tax expenditures would compare with this Committee's recommended total direct
expenditures of $365 billion.
In recent years, Congress has made increasingly broad use of tax
expenditures. The Tax Reduction Act increased revenue costs of five
existing tax expenditure provisions: the investment credit; the corporate surtax exemption; the percentage standard deduction; the child
care deduction; and the work incentive (WIN) credit. It added two
new tax expenditures-the earned income credit and the home purchase
tax credit. The Act also reduced the tax expenditure for percentage
depletion for oil and gas and for deferral of U.S. tax on income earned
both by controlled foreign corporations and by DISC's.
The Committee strongly recommends that the Senate Finance Committee continue its efforts toward tax reform by examining tax expenditures and making selective recommendations for changes that
would result in more equitable and efficient tax collection.
DEVELOPING PROCEDURES

In coming months, the Committee will develop procedures for integrating consideration of tax expenditures with consideration of direct
(85)
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budget outlays in establishing Congressional budget priorities. One
means of accomplishing that goal will be to bring tax expenditures
which affect functional budget categories to the attention of the Congress when it establishes priorities in its Concurrent Resolution. That
way, tax expenditures would be taken into account when direct outlay

ceilings were adopted.
The Committee also will analyze the effects on Federal program
priorities of various current tax expenditures to determine whether
results now accomplished through tax expenditures could be more
efficiently or more equitably accomplished through direct subsidies or
restructuring of existing tax provisions. The Committee will depend
heavily on other Committees in this analysis.
Finally the Committee will work with other committees to develop
a standard list of statutory provisions and administrative agency interpretations which constitute the tax expenditure budget. As part
of this effort, the Committee will explore means of rearranging certain
tax expenditures into more specific categories to arrive at more precise
estimates of the costs of various tax expenditures. For example, Congress would have a more accurate picture of tax expenditures for
environmental programs if the tax exemption for pollution control
industrial development bonds was listed separately rather than as part
of the State and local bond category, which is the current practice.
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Chapter VIII. BUDGET PROGRAMS BY
FUNCTION
This section of the report discusses, by major budget function, the
various program proposals that were considered by the Budget Committee, as well as the Budget Committee's recommendation in each
case.

The following points should be noted in using this material:
1. PRESIDENT'S AjusTw BuDoGr RE•QuET (MARH 12)
Changes in the budget estimates occur more or less continuously as
actions and events unfold. On March 12,1975, the Director of the Office
of Management and Budget testified before the Senate Budget Committee and updated the estimates in the original budget of February 3.
These updated estimates are reflected in the various tables in this section in entries entitled "President's adjusted budget request (March
12)."
The Budget Director testified before a subcommittee of the Joint
Economic Committee on April 4, 1975. In that testimony, he provided
later updates of the budget estimates. While these later changes are
included in the various tables in this chapter, they are not carried as
part of the President's adjusted budget request. For information, the
President's 1976 budget estimates as of April 4, 1975, are shown in
table IV on page 39.

2. ToTrx Ponwrrh
This term is used in the tables throughout this section. It refers to
the total of all recommendations made to the Budget Committee by
the Senate authorizing committees pursuant to Section 301(c) of the
Congressional Budget Act, as well as additional suggestions and possibilities arising from other sources. This is the totalrist of possibilities
considered by the Budget Committee in arriving at its recommendations.
It should be noted that in many cases the suggestions of the Senate
authorizing committees are tentative and subject to further refinement
as the work of the committees proceeds. In addition, some dollar estimates were not included in the committee reports; in these cases, estimates were made by Budget Committee staff based on the information
contained in the reports.

8. AmmopmA zoNs CoxmmE SUMoEMsTONs
The tables in this section include the Senate A propiations Committee suggestions for budget authority and outlays for each major
budget ftuction. It should be noted that as a general rule, the Senate
(87)
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Appropriations Committee did not consider the effect of possible
new legislation in arriving at its suggestions for budget authority and
outlays.
4. FIALYRma
All years referred to in this chapter are fiscal years, unless otherwise
noted.
Table L.-1976 BUDGET AUTHORITY BY FUNCTION
[In billions of dollars]
President's
Appro.
Budget
adjusted
Total
priatbons
Com'budget potential
Coan
mittee
request
mittoe
recomo
(Mar. 12)
suggestion mendation

050--National defe
e......
......................
107.7
150-International affairs .........................
12.6
250 General science, space, and technology .........
4.7
300-Natural resources, environment, and energy ----- 12.2
350-Agriculture .............-- -----4.3
4N-Commerce and transportation ---------------6.6
450-Community and regional development --------5.2
S00--Education, manpower, and social services...._
13.7
550 Health ....................................
31.0
690-Income security-.
.------- -------136.0
TW--Veterans benefits and services ---------------16.2
7510--Law enforcement and justice .................
3.2
W C
General government .......................
3.3
85-Revenue
sharing
and general purpose fiscal
as instance
................................
7.3
9W0-Interest ---------------------------------34.4
Allowances .................................
8.3
N6--Undistributei offsetting receipts .........
-20.2

114.5
12.2
4.7
29.0
4.4
13.8
11.6
31.6
36.9
147.4
18.3
3.5
4.6

102.5
12.6
4.7
13.1
4.3
6.7
5.4
15.4
32.3
140.5
16.2
3.4
3.3

101.0
6.0
4.7
13.4
4.3
9.5
6.0
20.7
32.6
138.5
17.6
3.3
3.3

12.3
35.3
1.7
-16.2

7.3
34.4
8.3
-20.2

7.3
35.3
1.3
-16.2

Total -------------------------------

465.6

390.2

388.6

-
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Table I.--1976 OUTLAYS BY FUNCTION
o
[in bmfwm of dollars]
President's
ApproBudget
adjusted
Total
priations
Combudget potential
Committee
request
mittee
recoin(Mar. 12)
suggestion mendation

15--National defense ............................
94.0
15S--International affairs .........................
6.4
25--General
science, space, and technology -------4.6
3 -Naturd
resource, envirminent, and energy ....
10.1
356-Agriculture ................................
1.8
4--Commmerce and transportation ................
14.7
M-Coinunity and regional development .........
5.9
SN-f.ucation.manpower, and social services ......
16.5
65--Health ....................................
28.1
69--Income security ...........................
119.4
7N-Vetera benefits and services ---------------15.6
75-Law enforcemte and justice .................
3.3
80--Gneral government - -------------------- 3.2
856--Revenue sharing and general purpose fiscal asstance .................................
7.2
90-Interest ...................................
34.4
Allowances.................................
&.1
956-Undistributed offsetting receipts .............
-20.2
TOW ..................................

353.1

97.4
6.2
4.7
17.3
2.4
21.0
10.0
31.3
34.3
136.9
17.6
3.5
3.9

91.9
6.3
4.6
10.6
1.8
15.0
6.3
15.4
28.6
123.5
15.6
3.5
3.2

91.2
4.9
4.6
11.7
2.0
16.6
6.6
19.4
31.0
126.1
16.9
3.4
3.2

12.2
35.3
1.5
-16.2

7.2
34.4
8.1
-20.2

7.2
35.3
1.1
-16.2

419.3

355.8

3650
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Table Il1.-BUDGET COMMITTEE RECOMMENDATION FOR REGULAR
PROGRAMS AND TEMPORARY RECOVERY PROGRAMS
in.bio of dollars]
1976 outlays
Regular
budget
programs

Function

050--National defne ..........................
IS-Internatioal afai .......................
250-General science, space, and technology .......
300-Natural resources, envimmment, and enewr..
350-Agriculture ...............................
4-Commerce and transportation ..............
450--Cmmunity and regional development
W0-.Education, manpower, and social services....
5SO--Health ..................................
OW-Income security ........................
7W0-Vetmur beneat and se'vices .-------------750--Law ednmo
ent and justice ...............
S--Generl government ..................
.

91.2
4.9
4.6
11.5
2.0
15.6
6.3
16.5
31.0
126.1
16.8
3.4
3.2

asstance.------------------------W0--Interest ..................................
Allowances ...............................
950--Undistributed offsetting receipts ............

7.2
35.3
1.1
-16.2

850--Revenue caring and general purpose fiscal

Total ........................------

Temporary
recovery

Total

programs

............
............
............
.2
.........
1.0
.3
2.9
............
............
.1
............

91.2
4.9
4.6
11.7
2.0
16.6
6.6
19.4
31.0
126.1
16.9
3.4
3.2

............
............
............
............

340.S

7.2
35.3
1.1
-16.2

4.5

365L0

Table IV.-PRESIDENT'S ADJUSTED BUDGET REQUEST AS OF APRIL 4,
1975
[In Wos of dollars
1976

Function

Budget

authority

00--National defense ------------------------------...
IS0-International affairs -------------------------------------250-G ral science, space, and technology ---------------------300W-Natural resources, environment, and energy -----------------350-Agriculture ---------------------------------------------4W-Commerce and transportation ----------------------------450-Community and regional development ---------------------SOO-Education, manpower, and social services ------------------50--Health ------------------------------------------------OW-Income securi-ty.
..---------------------------------70W-Vetern benests and services ------------------- _ ------750--Law edoraement and justice ----------------------------800-General government -------------------------------------850--Revenue sharing and general purpose fiscal assistance -------O0W-Interest ----------------------------------------------Allowances ------------------------------- a.------------950-Undistributed offsetting receipts. .
. ..---------------------Total ---------

Outlays

107.7
12.6
4.7
12.2
4.3
6.6
5.2
13.7
31.0
137.5
16.8
3.2
3.3
7.3
34.4
8.3
-20.2
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93.9
6.3
4.6
10.2
1.8
14.7
6.0
16.6
28.4
120.9
16.2
3.3
3.2
7.2
34.4
8. I
-20. 2
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(050) NATIONAL DEFENSE
Natimo Defene includes the military programs of the Department
of Defense, military assistance, atomic energy defense programs, and
other defense-related activities. The authorizing Committees with
jurisdiction over the national defense function include Armed Services, Interior and Insular Affairs (development of Naval Petroleum
Reserves), and Foreign Relations (military assistance). The Joint
Committee on Atomic Energy has jurisdiction over atomic energy
defense activities.
PRESIDENT'S BUDGET REQUEST

The President proposes $107.7 billion in bud get authority and
estimates outlays of $94.0 billion or 27 percent of all Federal spending.
The major features of his request are:
Miitay programe.-These represent about 95 percent of the national defense function, including $101.7 billion in budget authority
(up 18.5 percent from 1975) and $89.8 billion in outlays (an increase of
8.2 percent). Major initiatives include:
-Continued modernization of strategic nuclear forces.
-An increase in ground combat units within existing manpower
ceilings, and increased procurement and development of ground
forces combat weapons, support equipment and munitions.
-Additional production and development of weapons systems
and munitions for the tactical air forces.
-Continued modernization of naval forces, including procurement of new ships, submarines and weapons.
-Improvements in strategic airlift capabilities plus increases in
war reserve stocks, in modification and overhaul of ships and
aircraft and in training and equipment for the Reserve and
National Guard forces.
-Increased emphasis on exploratory research and technology in
military-related fields.
-Large increases in military construction for health facilities,
troop housing and strategic nuclear forces.
The President's budget places a high priority on increases in defense
purchases, for which budget authority rises $13.5 billion, or 31 percent,
above 1975. This increase includes $2.3 billion to cover underestimated
costs of Navy shipbuilding programs approved in prior years, about
$5.0 billion for inflation, and over $5.0 billion in real growth in procurement, operations and maintenance, research and development, and
military construction.
The large increase in purchases represents the first stage in a 5-year
plan of continued increases in defense operations and modernization
programs at the rate of 4 percent a year in constant dollars.
In current dollars, the national defense function is projected to grow
(41)
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from. $91:J billion in 1975 to $149.4 billion in 1980. A number of
significant kdng-range programs with relatively small start-up -costs
that rise sharply in future years (so-called "wedges"), are implicit in
the 1976 request and the 5-year projection. These include:
-Buildin a fleet of B-i bombers, with annual production costs
rising above $3.0 billion by 1980. (1978 outlays $0.6 billion.)
-Procurement of seven Trident submarines at a cost' of over
$1.0 billion each. (1976 outlays $1.5 billion.)
new
new Army
three Nayy
and operating
--Equipping
•
units,divisions,
at a cost three
exceeding
and additional
•Ai Force wings
$4.0 billion a year. (1976 outlays $0.8 billion.) • .
-- Meeting civilian and military payrolls and financing military
retirement, with total costs increasing at a rate of nearly $4.0
billion a year through 1980.
In contrast to the proposed large increase in budget authority, 1976
purchase outlays aro estimated to rise by only $5.8 billion, or 14.9
percent. The major portion of the large increase in budget authority
would be expended in later years. The bud et projects defense outlays
for military programs in 1977 of $102.0 billion.
The President's budget also recommends legislation to hold
civilian, military, and military retired pay increases to 5 percent, and
to permit the sale of petroleum from naval reserves as a first step
toward creation of a national strategic *petroleum reserve.
MILITARY ASSISTANCE

These programs include grants and credit sales to other nations.
They are administered by the Department of Defense. The President
asked for $4.8 billion in new budget authority (offset by $0.2 billion
in receipts) plus a $0.2 billion appropriation to reimburse military
departments for emergency delivery of defense stocks to Cambodia
in 1974. Of the total, $1.3 billion was requested for South Vietnam.
An additional $2.1 billion in budget authority results from net increases in foreign military sales orders in the Foreign Military Sales
Trust Fund. Outlays for these programs are estimated to be $2.8
billion, plus $0.2 billion from the FMS Trust Fund-a $1.2 billion
increase (66 percent) over estimated 1975 outlays.
ATOMIC ENERGY

Defense programs include underground testing, nuclear weapons
development and production, and naval propulsion systems. Budget
authority increases by $0.1 billion to $1.9 billion. Outlays increaseby
$0.2 billion.
DEFENSE RELATED ACTIVITIES

The major change in these programs is a reduction of $0.6 billion
in receipts from the sale of excess strategic commodities from stockpiles managed by the General Services Administration, reflecting
lower demand and the exhaustion of disposal authority for certain
commodities. Of the remaining $0.6 billion in estimated receipts, $0.5
billion depends upon enactment by Congress of new stockpile disposal legislation.
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SUGGESTIONS OF THE AUTHORIZING CoMMITrTS

The Armed Services Committee advised the Budget Committee to
use the President's recommended totals for this category, but stated
that reductions might be recommended later.
S Estimates from other authorizing committees implied increases in
national defense budget authority of $1.8 billion and increases in
outlays of $2.0 billion above the President's budget. The Post Office
and Civil Service Committee proposed removing the President's
5 percent cap on Federal pay increases which would trigger increases
in civilian and military retired pay in the defense category of $1.8
billion. The Interior and Insular Affairs Committee does not foresee
passage of legislation to permit sales of Naval petroleum reserves,
which would reduce the President's anticipated receipts by $0.4
billion. Finally, the Foreign Relations Committee proposed to reduce
military assistance funds by $0.2 billion.
SUGGESTIONS OF THE APPROPRIATIONS COMMITTEE

In its report to the Budget Committee, the Senate Appropriations
Committee suggests a target reduction of $5.2 billion in budget
authority for the national defense function, resulting in an outlay
reduction of $2.1 billion. These cuts all were allocated to the military
programs of the Department of Defense (which include military
assistance for South Vietnam).
ADDITIONAL BUDGET ISSUES

Three issues which may affect 197e outlays are not addressed in the
President's budget or the Committee letters:
-A request for additional military assistance to Israel could
increase the budget by as much as $2.5 billion in authority
and $1.0 billion in 1976 outlays.
-Funds may be required for emergency military action in
Southeast Asia to rescue American citizens, with outlays of
$0.1 billion.
-An amendment may be introduced to increase the defense
budget by an additional $5.0 billion in budget authority and
$1.5 billion in outlays to further accelerate investment in
major weapons systems.
BUDGET COMMITTEE RECOMMENDATION

-w

'N

The Committee recommends $101.0 billion in budget authority and
$91.2 billion in outlays for 1976.
The Committee is not persuaded by the arguments in the President's
budget that 1976, a year of extraordinary fiscal strain, must be the
year of major initiatives to expand or recoup foregone defense investment.
The Committee's recommended budget levels generally reflect the
assessment submitted by the Appropriations Committee, combined
with the Committee's own judgments. The recommendations also
reflect an adjustment for a more realistic 10 percent rate of inflation
from 1975 to 1976 on defense purchases than the 15 percent rate

which was used by the Administration.

it0f
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The Commit, recognizes that the recommended funding levels
will allow only the most modest increases for high-priority force
modernization.
The Committee did not examine all of the major policy issues raised
by the programs in this functional area in order to arrive at recommended outlay and budget authority limits. Recognizing that the
Armed Services and Appropriations Committees have jurisdiction
over line-items, the Committee intends to focus on overall trends and
broad policy issues.
The Committee considered using a mission approach to assess the
content of the defense budget. Such an approach would allow the
total resources devoted to each major defense mission to be considered
in light of foreign policy requirement and defense strategy. It is the
Committee's view that such a mission approach should be pursued
next year to provide a framewo&k for considering levels of outlays
and budget authority. The Committee looks forward to working with
the Armed Services and Appropriations Committees in developing
such a mission framework.
The Committee also is aware that the spread between budget authority and outlay levels will affect the mix of spending and determine the degree to which new investments for the future can be
initiated. This means the longer range, 5-year projections as well as
next year's budget levels, must be an integral part of the Committee's
deliberations.
Function 060: NATIONAL DEFENSE
[in billion of dollars]
1976
Budget
authority

President's adjusted budget request (Mar. 12) ..................

Outlays

107.7

94.0

+.6

+.6

+1.2
+. 4
-. 4

+1.2
+. 4
-. 2

Increase DOD programs for weapons procurement, operation
and maintenance, and research and development ----------

+5.0

()

+1.5
-.

Totalpotential ---------------------------------------

114.5

97.4

Appropriations Committee suggestion --------------------------

102.5

91.9

Budget Committee recommendation

1-----------------I01.0
91.2

Major authorizing committee suggestions:
Remove 5-percent cap on military retired pay increases ------Remove 5-percent cap on DOD civilian and military pay increases ..........----------------------------------Failure to enact legislation to increase Elk Hlls receipts ......
Cut President's request for military assistance funds ........

Other pibilities:

-- ---------- ------------- -------- ----Other* -----------

1 Las than $50.O00.00&
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V,
*Natlonal Defena-OhMr
[In millions of dollars]
1976
Budget
authority

Outlays

Increased operating expenm for Elk Hills -----------------------

Decrease due to lower level of 1975 military asitance appropr--

23...............
23

------------------ations than estimated in President's budget
Overturn impoundments ------------------------------------------Total ---

------------------------------------

-121

-15

I
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(150) INTERNATIONAL AFFAIRS
International Affairs includes the conduct of foreign affairs, foreign
information and exchange activities, the Peace Corps, Food for Peace,
and foreign assistance (except military). Committees of jurisdiction
are Foreign Relations and Agriculture and Forestry.
PRESIDENT'S BUDGET REQUEST
For 1976 the President requests $12.6 billion in budget authority,
an increase of $9.1 billion, or 270 percent above the amended 1975
budget. Estimated outlays in the President's budget rise 26 percent
from $5.1 billion to $6.4 billion. The major spending programs are:
-Budget authority of $7.0 billion and outlays of $1.0 billion are
proposed for the U.S. share of a $25.0 billion multinational
"special financing facility" for industrialized nations suffering
oil-induced balance-of-payments difficulties.
-Security supporting assistance (largely in the Middle East)
accounts for $0.6 billion in budget authority and $1.2 billion in
outlays (about two-thirds for Is
,while Indochina reconstruction is allocated $0.9 billion in new budget authority (up
$0.3 billion from 1975), resulting in $0.8 billion in estimated
outlays.
-Foodfor Peace budget authority rises 72 percent to $1.3 billion
while outlays decline from $1.3 billion to $1.0 billion.
-&a~e Depar'tent outlays increase 14 percent to $0.7 billion,
while foreign information and exchange outlays (mainly the
United States Information Agency) rise 18 percent to $0.4
billion.
-Net outlays for the Eport-Import Bank, an off-budget agency
until October 1, 1976, will rise 9 percent to $1.8 billion.
SUGGESTIONS OF THE AUTHORIZING COMMITTEES

Budget estimates received from the authorizing committees would
decrease international affairs budget authority and outlays. The
changes:

-Reduce Indochina postwar reconstruction by $0.4 billion in
budget authority and by $0.1 billion in outlays.
-Remove the proposed 5 percent cap on foreign service retirement to add $5 million.
SUGGESTIONS OF THE APPROPRIATIONS COMMITTEE

In its report to the Budget Committee, the Appropriations Committee said:
The fiscal year 1975 Foreign Assistance and Related Programs Appropriation Act is presently before the Committee.
(4T)
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For this reason we are unable to develop comprehensive target estimates for new budget authority or outlays in fiscal
year 1976.
The uncertain nature of the situation in Southeastern Asia
makes projections in this area extremely hazardous. However,
we anticipate ultimately reporting a fiscal year 1976 bill well
below the proposals contained in the President's fiscal year
1976 budget. When this situation is clarified, the Subcommittee will furnish these target projections to the Full Committee.
ADDIToNAL Burner Issus

Two activities which may affect 1976 outlays are not addressed
directly in the President's budget or in the Committee letters:
-Additional economic assistance to Israel.
-Emergency refugee relief and economic assistance in Southeast
Asia.
No official estimates of outlays are available at this time for either
program. Unofficial estimates of additional economic aid to Israel
range from $0.1 billion to $0.2 billion in budget authority and outlays, and for emergency assistance to Southeast Asia from $0.3 to
$0.7 billion in budget authority and outlays. (Additional military
assistance for Israel amounting by unofficial estimates to as much as
$2.5 billion in authority would come under the national defense
function.)

BuDomr

CoMMITTE

RECOMMENDATION

The Committee recommends $6.0 billion in budget authority and
$4.9 billion in outlays for 1976.
The Committee reduced the President's budget for foreign economic
and flnanoal assistance by $0.6 billion in budget authority and $0.5
billion in outlays. The reduction primarily involves funds for Indochina in line with the general thrust of recommendations by the Foreign Relations Committee. The Committee recommends that any
necessary humanitarian and refugee aid be taken from the funds
budgeted for Indochina reconstruction.
The Committee reduced the proposed speciall financing facility"
by $6.0 billion in budget authority and $1.0 billion in outlays. The
outlay reduction is based on the Committee's understanding that the
facility is likely to involve guarantees rather than direct loans. The
reduction in budget authority takes into account uncertainty about the
final form of the proposal and is not a judgment about the merits of
the facility. The Committee agreed that if the remaining $1.0 billion
in budget authority for the facility is not needed, it should not be used
for any other purpose
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Function 150: INTERNATIONAL AFFAIRS
[in billions of dollars]
1976
Budget
authority

2.6

President's adjusted budget request (Mar. 12) -------------------

Majo authorizsin committee sutetions:

Cut President's request for Indochina postwar reconstruction
economic assistance funds ----------------------------

Other possibilitiet*

Outlay.

4

---.

---------------------------------------------------

6.4

---.

--.

I.2

6.2

Appropriations Committee suggestion --------------------------

I, 6

.3

Budget Committee recommendation ---------------------------

6.0

4.9

Total potential--------------------------------------

internationall Affairs-Other poeibilitiee
[In millions of dollars]
1976
Budget
authority
Remove 5-percent cap on foreign service retirement benefit increase .............
Decrease due to lower level of 1975 foreign economic assistance
I
appropriations than estimated in President's budget----------------------Overturn impoundments -------------------------------------.-----------Total ----------------------------------------------

------------

Outlays
5
-107
4
-96
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(250) GENERAL SCIENCE, SPACE, AND TECHNOLOGY
General Science, Space, and Technology covers the civilian space

program administered by NASA, the basic research programs of the
National Science Foundation and the Energy Research and Development Administration, and an earth sciences program largely admimnistered by the U.S. Geological Survey.
The category does not cover a $2.9 billion space program conducted
by the Defense Department or an estimated $15.7 billion in research
and development which is carried out by Federal agencies as part of
their regular missions.
Senate committees of jurisdiction are Aeronautical and Space
Sciences (NASA), Labor and Public Welfare (NSF), the Joint Committee on Atomic Energy (ERDA nuclear programs), and Interior
and Insular Affairs (ERDA's non-nuclear programs and Geological
Survey).
PRESIDENT'S BUDGET
REQUEST

For 1976 the President proposed $4.7 billion in bud et authority
and $4.6 billion in outlays, an increase from 1975 of $0.4 billion in each
category. The outlay proposals include $3.2 billion for the civilian
space program, $0.7 billion for NSF, $0.4 billion for ERDA's basic
research activity, and $0 3 billion for the Geological Survey.
The President's program continues a trend of diminishing space
activity. No major new projects are proposed and NASA's budget in
1966 dollars would be $1.9 billion-about one-third of the peak
NASA budget. To have maintained a $3.4 billion "constant level
budget" as agreed to in 1972 by NASA, Congress and the Office of
Management and Budget, space outlays would have to be $4.0
billion in 1976. The President's budget includes $1.2 billion for the
space shuttle and funds for other projects including an earth resources
satellite (LANDSAT-C).
The President's budget provides $0.8 billion in new budget authority
for the National Science Foundation, an increase of $78 million.
SUGGESTIONS OF THE AUTHORIZING COMMITTEES

Budget estimates of authorizing committees would increase general
science, space, and technology outlays by $83 million and budget
authority by $47 million. Most of the increases were suggested by the
Committee on Labor and Public Welfare to expand NSF programs
in science education. No changes in the civilian space program were
suggested by the Committee on Aeronautical and Space Sciences.
The Interior and Insular Affairs Committee suggests a $0.5 billion
increase for ERDA non-nuclear programs. Some of this spending could
appear in the basic research subcategory of general science, space,
and technology.
(G1)
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SUGGESTIONS OF THE APPROPRIATIONS COMMITrEE

The Senate Appropriations Committee offered no suggestions
for change in either budget. authority or outlays as proposed by the
President.
BUDET ComMImrEs RECOMzMNDATION

The Committee recommends $4.7 billion in budget authority and
$4.6 billion in outlays for 1976, which is in line with the recommendation of the authorizing committee and the President's proposal.
The Committee explored the possibility of a reduction in the space
shuttle program but decided that it should be continued at current
levels.
Function 250: GENERAL SCIENCE, SPACE, AND TECHNOLOGY

[In billions of dolrs]
1976
Budget
authority

Outlays

4.6
4.7
President's adjusted budget request (Mar. 12) -----------------Major authorizing committee Suggestions:
None ...........................................................................

Other poma

*..........................................

+. I

()

4.7

4.7

Appropiations Committee suggestion --------------------------

4.7

4.6

Budget Committee recommendation

4.7

4.6

Total potential --------------------------------------

....................

than $50.000.000.
eLoss

*General Science, Space, and Technology--Other possibilities

[In m0ons of dolarsJ
1976
Budget
authority

Geniral increase inNational Science Foundation ................
More funds for Geological Survey ...... .......................

Total .................................................

Outlays

44

80

3

3

47

83
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(300) NATURAL RESOURCES, ENVIRONMENT, AND
ENERGY
Natural Resource,, Environment, and Energy activities include:
-Water resources programs of the Soil Conservation Service, the
Corps of Engineers, the Bureau of Reclamation, and the
Tennessee Valley Authority;
-Pouer programs of the Department of the Interior;
-Conservation and land management programs of the Bureau of
Land Management, the Soil Conservation Service, and the
Forest Service;
-Coaetal zone programs of the National Oceanic and Atmospheric
Administration;
-Recreationa/programs of the National Park Service, the Bureau
of Outdoor Recreation, and the Fish and Wildlife Service;
--Pollution control programs of- the Environmental Protection
Agency; and
-Energy programs of the Energy Research and Development
Administration, the Nuclear Regulatory Commission, and the
Federal Power Commission.
Committees with jurisdiction over these programs are Agriculture
and Forestry (soil conservation and forestry); Commerce (coastal
zones and energy); Interior and Insular Affairs (energy, land management, recreation, and reclamation); Public Works (pollution control
and water resources); and the Joint Committee on Atomic Energy
(nuclear energy).
Programs within natural resources, environment, and energy
produce significant amounts of revenue. The Bureau of Land Management estimates receipts for 1976 at $0.5 billion, exclusive of the Outer
Continental Shelf mineral leasing revenues. The Forest Service's
estimated receipts are $0.5 billion. The Energy Research and Development Administration's estimated receipts are $0.7 billion.
PRESIDENT'S BUDGET REQUEST

The President proposes $12.2 billion in budget authority and $10.1
billion in outlays for natural resources, environment, and energy.
Of the outlay total, $3.3 billion is for water resources/power; $0.9
billion is for conservation/land management; $0.9 billion is for recreation; $3.0 billion is for pollution control; $2.2 billion is for energy;
and $0.6 billion is for other natural resource programs; less $0.9 billion
offsetting receipts.
The $10.1 billion in outlays is $0.7 billion more than the $9.4 billion
in 1975 outlays, an increase of 7 percent, the bulk of which is for
energy programs.
For many natural resource programs (soils, forests, parks, land
management, fish and wildlife), the President's proposed outlays are
below levels needed to keep up with inflation. This lack of real dollar
(58)
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increases is aggravated by severe personnel ceilings placed upon the
natural resource agencies.
The President's budget anticipates outlays of $2.4 billion for wastewater treatment facilities, an estimate that may be high given the
record of previous estimates. The figure is far below the level of outlays
envisioned by Congress in 1972 water quality legislation. Administration and court-ordered decisions to release some $9.0 billion in impounded water quality funds will increase 1976 outlays by only $50
million.
The President proposed to spend $2.2 billion on energy programs in
this category, of which $1.6 billion is to be administered by ERDA.
Total energy outlays increase by $0.8 billion over 1975, of which $0.6
billion is administered by ERDA.
Within the $1.6 billion in ERDA's energy outlays, $0.3 billion is
budgeted for fossil energy development, an increase of $116 million
over 1975 outlays. The largest component-and the largest increaseis for coal research. The largest percentage increase among ERDA
energy programs is in solar energy programs where 1976 outlays are
budgeted at $57 million, an increase of 551 percent over the 1975
level of $8.8 million.
ERDA's outlays for fusion power R&D are budgeted at $120
million, an increase of nearly 10 percent over 1975. Funds proposed
for fission power R&D are $0.4 billion, an increase of $59 million or
16 percent over 1975. The main project within the fission area continues to be the liquid metal fast breeder reactor (LMFBR) where
outlays for 1976 are expected to be nearly $0.3 billion.
SUGGESTIONS OF THE AUTHORIZING COMMITTEES

Budget estimates of authorizing committees would increase 1976
outlays by $7.7 billion above the President's adjusted budget.
i'he Agriculture and Fcrestry Committee recommends increases in
outlays for soil conservation and forestry. The Interior and Insular
Affairs Committee recommends additional outlays primarily for nonnuclear energy research and parklands. The Public Works Committee
recommends increased outlays for EPA's operating budget and wastewater construction grant program. The Commerce Committee recommends creation of a Department of Environment and Oceans and
outlays for development of energy-efficient automobiles. Both the
Commerce and Interior and Insular Affairs Committees recommend
outlays for a National Energy Production Board and assistance to
coastal States which would be affected by offshore oil production.
The dollar amounts of the proposals are:
In bWalone
opfdur
Committee:
Agriculture and Forestry -----------------------------------------------------------------Interior and Insular Affairs

Commerce ---------------------------------------------------Interior and Insular Affairs/Commerce ---------------------------

Public Works -------------------------------------------------

Total ------------------------------------------------------

0.3
2.2
2. 8
1. 4
1.0

7.7
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SUGGESTIONS OF THE APPROPRIATIONS COMMITTEE

The Committee would raise the President's 1976 outlays as follows:
Inof Wfa

~, Energy R. &-D------------------------------------

Water resources/power
Total

*-----------8372

-------------------------------

-------------------------------------------------
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ADDITIONAL BUDGET ISSUES

Four other budgetary items could affect natural resources, environment, and energy outlays and budget authority. The first is H.R.
4481, the Emergency Employment Appropriations Act now in the
Senate Appropriations Committee, which, if enacted, could add
approximately $0.2 billion to outlays. The second is a possible authorization for EPA construction grants (the progranf expired in 1975)
that could add $5.0-9.0 billion in budget authority for 1976. The
third item is a revised 1976 ERDA budget expected from the Administration in a few months that will likely increase the energy budget
authority and outlays by $0.1-0.2 billion. Efforts will probably -be
made to increase ERDA spending for environmental and safety
research above the President's $0.2 billion estimate. The fourth item
is a possible acceleration of Corps of Engineers and Bureau of Reclamation projects that could increase outlays by $0.7 billion.
BuDGET COMMITTEE RECOMMEwDATION

The Committee recommends $13.4 billion in budget "authority and
$11.7 billion in outlays for 1976, an increase of $1.6-illion in outlays
over the President's adjusted proposal.
The Committee's recommendation for this function represents
endorsement of both the authorizing committee's and the Administration's conviction that energy independence and diversification of
energy sources are important national goals requiring significant
commitment of new resources this year. The Committee's recommendation also reflects the views of the authorizing committees that modest increases for natural resources and environmental protection are

warranted.

The Committee did not recommend new budget authority for the
Environmental Protection Agency's wastewater treatment construction program because adequate budget authority, having recently been
released by court action, remains available from previous years. The
funds are adequate to meet EPA requirements in 1976.
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Function 300s NATURAL RESOURCES, ENVIRONMENT, AND ENERGY

[In bliism of dslla1
1976
Budget
authority

President's adjusted budg reqast (Mar. 12) ...................
Major authorizin committee suggestions:
Natural Resouces:
Ir.ceases for USDA program: Soil Conservation Service
(to reduce balog); Agriculture Stabilization and Con-

Outlays

IZ.

10.1

Sfomtry-, incentive progr); Forest Service (general
increase) ...........................................
+.6
Fund Land Resource Plnning Assistance Act (S. 964) ....
+. I
Increase Land and Water Conservation Fund ........
+.7
National Park Service: Create National Historic Preervation Fund (tide 11, S.327); increase operation and con.
struction program ..................................
+. 2
Environment:
Create aDawtment Of Environmet and Oeans -------1(2.4)
Additional funding for Coastal Zone Management Act
activities ..........................................
+.
Additional operating funds for EPA .....................
+. 5
Accelerate EPA wastewater treatment construction grant
program ---------------------------------------------------------

+.2
' (2.0)

Service Ireore w 1 bauk/ACP; full fund

+.1
+.4
+.7

Enern: e ERDA nonnuclear research'and development
program. including provision for accelerating commer.
cial development of coal liquefaction processes ..........
Create a National Energy Production Board (S.740) ....
Enact standby energy authorities . 622 .........
Grants in aid to coauta
tes for
(ontinenta Shelf
Lut

+.3
+2.0
+.5

+.3
+1.2
+.5

+.2

+.2

Establish pr=am of mandatory fuel economy standards
for autos
provide rebates for efficient autos ......

+.6

+.6

+1.0

+.7

Othe possunfes:
Accelerate Carps of Engineers and Bureau of Reclamation

project. --------------------------------------------

Possible authorization of 1976 budget authority for EPA waste.
water treatment construction grant poi
Revised 1976 ERDA budget to be
few months ------------------------------------------Emergency Employment Appropriations Act, 1975-Funds for
Interior. Agriculture, Corps of Eninees, EPA -----------Other.................................................
Totl p
....................................
A•roprlation Committee sugeston-.---------------Bakal Committee reomendati......................

+9.0
+.2

------------.

+.2
+.2
+.6

29.0
13.1
13.1

I Represents program consolidation; not additive to other amounts shown.

17.3

11.7
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*Natural Rmoures Enyfrnment, and Enesrg-Odw

1976

Budge

authority

Fund Surfa Mining Control and Redamation Act (S.7)........
us and
Efablish coal conversion program to assure new
.........
oaa
electric utilizes can burn c -----------------Create Federil amgu to diseminate energy iformation...Inten&
ýa-w-XWdevolopplet. for mote ffcient use of ener..
ces
. power system development programm.... m.
Establish program for control of toxic substans ................
Establish system to collect, analyze, and dseminate Wination on
the avaMbility of natural resourcec
...........
Establish research and development program for materials and
products to conserve energy and prvmft efficien.ncyEstabMresearch
devdopment progr to Woduce a more
efficient auto .................................... .........
Create program to promote energy and resource recovery from
waste---------------------------------..........

FAtablish

amto encoura raume of containers .............

Esta"
. efishiery management zone............---Act (ialitats for fish and wildif).
Provide funds to implement mike
Construct strategic store facilities for oil ......................
National Resource Ladaanq en AtS.57-increse BLM.
Increase BLM range rehabilitation program .....................
Studies of eastern wilderness areas .............................
Increases in existing programs:
BM................................................
BuRec ...............................
O RT..................................................
BOR..................................

Outlays
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38

50
60

40
20

20
30

11

20
21
11

I1

10

40

20

60

5o

50
7

20
5
9
14
31
Is
15

18
14
31
1

15
69

..--

6
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T*bL .......................... ..................

0..0..00005.
$77

W C-.........................-....---

....-....---

CEQ--------------------------------..........
Forest Service ...........................................
Overturn impoundments ......................................

35
6
3

5

202
SoS
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(350) AGRICULTURE
Agriculture covers all price support and loan operations for farmers,

plus all Agriculture Department research activities. Major agricultural
programs under other functions include food stamps (Income Security,
$3.6 billion) and Food for Peace (International Affairs, $1.3 billion).
Agriculture and Forestry is the only committee of jurisdiction.
PRESIDENT's BUDGET REQuEST

Agriculture outlays are expected to be $1.8 billion in 1976, and
budget authority $4.3 billion.
Farm income stabilization outlays are expected to decrease by about
1 percent. This decrease is a result of the Administration's proposal
for a "free flow" in the commodities market through the elimination
of income and price stabilization mechanisms. Specifically, the Ad-

ministration has removed Federal restrictions on planted acreage and

is proposing legislation to reduce Federal controls over the production
of rice, peanuts, and extra-long staple cotton.
The estimate of agricultural research and services outlays for 1976
is $0.9 billion, which represents an increase of $49 million over 1975.
SUGGESTIONS OF TwE AUTHORIZING COMmITTEE
The budget estimates received from the Agriculture and Forestry

Committee would increase outlays by slightly less than $0.6 billion
above the President's budget. A proximately $0.5 billion results from
the USDA-Farm Bill (cotton and milk price supports). The remainder
represents an increase in agricultural research.
SUGGESTIONS OF THE APPROPRIATIONS COMMITTEE
The Appropriations Committee proposes to adopt the President's
recommendation of $1.8 billion in outlays and $4.3 billion in budget
authority.
ADDITIONAL BUDGET ISSUES
None.
BUDGET COMMITTEE RECOMMENDATION
The Committee recommends $4.3 billion in budget authority and

$2.0 billion in outlays for 1976.
The Committee increased outlays by $0.2 billion over the President's
budget request to cover the costs of contemplated legislative action,
consistent with increased efficiencies in programs included in this
function.
Outlay levels will be affected by the final terms of the pending farm
bill and by commodity prices.
(59)
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Fun*.un 350: AGRICULTURE

II[bin of dMlars
1976
Budget
authority

Outlays

Pridnt's adjusted budget request (Mar. 12)..................
4.3
1.8
Marr
committee suggestions:
Farm bill-increased price upp~or for various commodities.-. ............
-+. 5
Increased funds for a-icult
research ....................
. 1
Ote possibilities:
None ...........................................................................
TOWl potul- ..............-..........................
Apprepratioa

Committes suggestion -----------------------

Budget Committee recommendation ............................

52-659 0 - 75 - 6

4.4

2.4

4.3

1.8

4.3

2.0
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(400) COMMERCE AND TRANSPORTATION
Commerce and Tranmportation covers most Federal support for
transportation, plus a miscellaneous assortment of programs benefiting
commerce. Authorizing jurisdiction is shared among the Banking,
Hous"g and Urban .fairs; Post Office and Civil Service; Commerce;
Public Works; District of Columbia; and Aeronautical and Space
Sciences Committees.
PRESIDENT'S BUDGET REQUEST
The President's budget spoke of reordering transportation priorities
and proposed to reduce slightly the relative share for highways.
Subsequently, the President released $2.0 billion of impounded highway funds. This will delay the President's plan to reorder priorities.
[Deams in Mo~insJ
Estimated 1975

Requested 1976

Adjusted 1976

Outlays Percent Outlays Percent Outlays Percent

Ihways -------------------------------

Ralrads ...............................
Man tranit ---------------------------

Air trunortation ----------------------Water transportation .....................
Other transportation.....................

Total transpotation ................

$4.8

46.2

$5.1

45.0

$6.1

49.5

2.5

23.6

2.7

23.4

2.7

21.6

5
1.0
1.5

M4

5.1
9.4

14.5
1.2

100.0

.5
1.3
1.7

4.3
11.0

.1

15.0
1.2

11.4

10.0

.5
1.3
1.7

.1

12.4

4.0
10.1

13.8
1.1

100.0

In the adjusted budget, the share of Federal transportation money
for railroads, many of which are bankrupt or near collapse, would be
lower in 1976 than in 1975.
The President's budget also proposed to consolidate numerous
Federal-aid highway programs; utilize the highway trust fund exclusively for the Interstate Highway System; redistribute a portion of
the Federal gasoline tax to the general fund and to the States; and
make certain maintenance costs of the air traffic control system
eligible for financing with airport and airway trust funds.
The President also signalled his intention to lower the accumulation of impounded highway trust funds by requesting only minimal
new authority for 1976 and by eliminating the advance feature of
contract authority.
The budget proposed a 1976 subsidy to the Postal Service of $1.5
billion, down $0.3 billion from 1975. The reduction was achieved by
refusing certain requested subsidies for third-class and other'reduced
rate mail.
The budget contains no Administration proposals to provide
assistance to the depressed housing industry. The President said he
,(61)
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would rely on improved mortgage markets to provide new supplies
of housig funds.
Release of impounded highway funds would increase outlays
in this category to $14.7 billion which seems to imPly an increase
of nearly $3.0 billion over 1975 outlays of $11.8 bZillin. However,
$1.3 billion of this increase is accounted for by financing alterations in
the Farmers Home Administration, not by expanded programs. Another $1.3 billion benefits only the Federal-aid high program.
The
remaining $0.4 billion is not enough to make up or action in other
programs, many of which finance construction projectll0ere costs
are estimated to have increased 15.4 percent in the past year.
SUooFSnIONS OF THE AUTHORIZING COM*u7rzu-

Senate authorizing committees are considering proposalsthat could
add as much as $4.6 billion to commerce and transportation outlays
in 1976.. Approximately 4$2.7 billion of this would support
transportation.
The Public Works Committee suggests that the highway program
be funded at its maximum possible level of obligations, estimated
at $7.2 billion, to combat the recession. This is $2.0 billion.above the
President's request, and would add about $0.3 billion to 1976 outlays.
The Commerce Committee is considering major, aid to'the rail
transportation system. The proposals-to rehabilitate rail lines nationally, accelerate development of the high-speed northeast corridor
project, provide for upgraded Amtrak capital facilities, subsidize unprofitable branch lines, and refurbish railroad stations-could add $2.2
billion to outlays.
,IF
Finally, the District of Columbia Committee indicates additional assistance may be necessary to complete the Washington
(D.C.) Metro system. Inflation has increased the estimated Fedral
cost by $1.2 billion, of which about $0.2 billion may be required in
1976.
The Post Office and Civil Service Committee is considering an increase of up to $1.7 billion in the Postal Service subsidy.- proposall to
set the public ser ce cft subsidy at a maximum of 20 p4cent of the
preceding year's budget would account for $1.5 billion. The remainder
would subsidize reduced-rate mail.
New consumer legislation could ac, nnt for 'another $49 million
increase in 1976 outlays. The Commercb Committee is studying legislation to provide no-fault auto insurafie ($4 million), to improve
methods of consumer-merchant dispute settlement ($5 million), and
to expand the antitrust enforcement activities 5t the FTC ($25
million). The Government Operations Committee .has before it a
bill to establish an Agency for Consumer Advocacy($15 million).
The Commerce Committee also is considering legiskj'on to provide
for monitoring foreign investment in the United St tes8 million),to
promote further export expansion ($25 million), and to establish a
Metric Conversion Board ($3 million).
The Committee on Bank ng, Housing, and Urban Affairs is reviewmg numerous bills to stimulate the sale of houses, provide foir subsidies
to homeowners threatened with foreclosure, and increase home thermal
efficiency. The Committee advises that it expects tq.approve legislation
in each of these areas. While this could increasewl19 -budgetauthority
by up to $1.4 billion, the Committee estimated that outlays would
increase only by about $0.2 billion.
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SUGGESTIONS OF THE APPROPRIATIONS COMMITTEE

The Appropriations Committee suggests an outlay ceiling of
$15.0 billion, $0.3 billion above the President's adjusted request. The
ceiling is based on an expected increase in the budget of the Small
Business Administration direct-loan program. The Appropriations
Committee estimate does not include any of the $4.6 bilion in proposals listed here from authorizing committees.
ADDITIONAL BUDGET ISSUES

The House-passed Emergency Employment Appropriations Act
includes additional 1975 budget authority for the SB and for the
Postal Service. The SBA appropriation would increase help to small
businesses, which are especially vulnerable in a recession. The Postal
Service appropriation would accelerate construction and procurement
activities. Additional outlays in 1976 would be $0.2 billion for the
SBA and $0.3 billion for the Postal Service.
The House Appropriations Committee may propose full funding
of the Postal Service's 1976 budget request, which was $0.7 billion
higher than recommended in the President's budget, and $0.5 billion
higher than proposed by the Senate Post Office and Civil Service
Committee.
The House is expected to approve three pieces of housing legislation-the Emergency Middle -Income Housing Act of 1975, the
Emergency Homeowners' Relief Act, and the Home Heating Efficiency Act of 1975. These bills are similar to those under consideration
in. the Senate Banking, Housing, and Urban Affairs Committee, but
there is a difference of $1.7 billion in 1976 cost estimates. In its
mark-up, the House Budget Committee estimated the three House
bills would increase 1976 outlays by $1.9 billion. Senate Banking's
figure is $0.2 billion due primarily to the assumption that GNMA
would resell the mortgage paper it purchased, thereby reducing net
outlays.

BUDGET COMMITTEE
RECOMMENDATION

The Budget Committee recommends total budget authority of $9.5
billion and outlays of $16.6 billion for 1976, which is $1.9 billion in
outlays higher than the President's adjusted request.
Of that increase, $1.4 billion would go to non-highway •'ransportation programs, the bulk of that to be used to start restoring the Nation's railroad system and the remainder to be used for the Washington, D.C., Metro system. The railroad funds not only would support
many improvement programs proposed by the Commerce Committee
(see above) but would provide new job opportunities.
The Committee suggests that half of the $1.2 billion designated for
railroads be used to finance a temporary public service employment
program for railroad rehabilitation projects.
The recommendation for outlays includes increases of about $0.5
billion for programs in commerce, including funds to bolster the depressed housing industry and provide an extra measure of assistance
to small business. The outlay target would permit an increase of $0.2
billion in housing-related outlays over the Prident's budget.
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The Committee does not support a proposal under the Emergency
Employment Appropriations Act of 1975 to provide $0.3 billion to
accelerate Postal Service procurement and construction projects.
Function 400: COMMERCE AND TRANSPORTATION
[in billions of dollars]
1976
Budget
authority

President's adjusted budget request (Mar. 12) ..................
Major authorizing committee suggestions:
Northeast corridor project--Rehabilitate rail facilities Boston/
Washngton ------------------------------------------Federal effort to rehabilitate rail roadbeds and facilities
---------throughout the United States--------Amtrak capital grants-Purchase and upgrade rail passenger

facilities ----------------------------------------------

Federal Highway Administration-Further increase in program
level ------------------------------------------------Emergency housing-Authorize HUD to purchase mortgages
and assist middle income homebuyers through quarterly
interest payments ----------------------Home retention-Authorize GNMA to purchase and resell
mortgages subject to foreclosure action ------------------Enact program of energy assistance for the economically disadvantaged (improve home thermal efficiency) -------Increased payment to the Postal Service for public service
costs-----------------------------------------Other possibilities:
Funds for WMATA for D.C. Metro cost increases -----------Emergency Employment Appropriations Act, 1975:
Postal Service capital investments ---------------------Increase SBA direct loan program --------------------Further increase in SBA direct loan program (bill pending in
House) ----------------------------------------------Fund payment to the Postal Service at its full 1976 budget
......-----------------request (bill pending in House) --Other* - - - - - - - - - --- - - - - - - - - - - - - Total potential ------------------------.--------------Appropriations Committee suggestion -------------------------Budget Committee recommendation --------------------.-------

Outlays

6.6

14.7

+.5
+1.2

+.5

+.5

+.3
+.3
+.2
+1.5
+1.2

+1.2
+.4
+.3
+.1I

+. 1
+1.5
+.2
+.3
+.2

+.5

+.5

+.5
+.5

+.5
+.5

13.8

21.0

6.7
9.5

15.0
1C6.
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*Commerce and Transportation-Other
[in mfillios dollars]
1976
Budget
authority

Outlays

Local Rail Services Act (S. 863)--subsiclize branch lines proposed to
be abandoned --------------------------------------------100
Payment to the Postal Service to extend subsidy to certain classes
of mail --------------------------------------------------93
Payment to the Postal Service for revenue foregone for regular rate
third clail mad.
. ..
...-------------------------------------130
Create a Metric Conversion Board ----------------------------3
Establish nationwide system of no-fault insurance --------------5
Establish better procedures to settle consumer/merchant disputes..
5
Increase FTC antitrust enforcement funds ---------------------25
Establish moicmnism to monitor foreign investment in the United
States ---------------------------------------------------8
Improve Federal export promotion efforts ----------------------25
Move Union Station intermodal transportation facility to construction stage ------------------------------------------------30
Preserve and utilize historic railroad stations -------------------50
Create an Agency for Consumer Advocacy (S. 0)---------------15
Emergency assistance to bankrupt railroads (enacted in February)-.-----------Total -----------------------------------------------

489

80
93
130
3
4
5
25
8
25
30
30
15
87
535
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(450)

COMMUNITY AND REGIONAL DEVELOPMENT

Community and Regional Development covers bloc grants and loans
to local government and individuals for development; for rural,
economic, and Indian development projects; and for disaster insurance
and relief.
Programs under the jurisdiction of the Banking, Housing, and
S Urban Affairs Committee account for more than half of this function's
outlays. Other committees with jurisdiction are Agriculture and
Forestry; District of Columbia; Interior and Insular Affairs; Labor
and Public Welfare; and Public Works.
PRESIDENT'S BUDGET REQUEST
Except for rural water and sewer grants, the President recommends
holding program levels in community and regional development at
current levels or cutting them. Outlays for the function would rise
from $4.9 billion in 1975 to $5.9 billion in 1976 but most of the rise
stems from 1975 obligations, not new program increases. Nearly 75
percent of all outlays for community and regional development take
the form of grants to State and local government and these would be
held at current levels.
SUGGESTIONS OF THE AUTHORIZING COMMITTEES

Legislative committees suggest additions to the President's budget
levels of about $1.0 billion in budget authority and $0.6 billion in
outlays. These would allow for increased (but not full) funding of
community development bloc grants, continuation of the comprehensive planning and housing rehabilitation loan programs, full
funding of various Economic Development Administration programs,
and some increase in the funding of the new Community Services
Administration (formerly the Office of Economic Opportunity).
SUGGESTIONS OF THE APPROPRIATIONS COMMITTEE
The Appropriations Committee suggests a modest increase in funding
levels for community and regional development: $0.3 billion in budget
authority and $0.4 billion in outlays. Reflected in this suggestion are
some increases in funding for community development bloc grants and
for Economic Development Administration programs, and continuation of the comprehensive planning grants to State and local government. The Committee also makes allowance for outlays in 1976 stemming from 1975 authority proposed in the Emergency Employment
Appropriations Act.
(0T)
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ADDITIONAL BUDGET ISSUES

House legislative committees recommended full funding for community development bloc grants and increases in the funding available for the Economic Development Administration and the Appalachian Regional Commission. These would further increase budget
authority for community and regional development by $0.5 billion
and outlays by $0.2 billion. The proposed Local Public Works and
Capital Develop nent and Investment Act of 1975, tentatively
endorsed by the House Leadership, the House Public Works Committee, and the House Budget Committee, would authorize $5.0
billion in new funding for accelerated public works (of which some
$3.0 billion would represent 1976 outlays). The House-passed Emergency Employment Appropriations Act would add $0.3 billion in
1975 budget authority for community and regional development
resulting in 1976 outlay increases of $0.3 billion.
Acceptance of these programs would raise budget authority to
$11.6 billion and outlays to $10.0 billion.
BUDGET COMMITTEE RECOMMENDATION

The Committee recommends $6.0 billion in budget authority and
$6.6 billion in outlays for 1976, an increase of $0.7 billion in outlays
over the President's proposal.
The Committee recommendation includes $0.3 billion in outlays
for temporary public works projects and $0.3 billion for increasee m
*community development bloc grants and economic development programs.
The Committee repeats its caution that public works projects for
economic recovery should be designed to begin and end as quickly
as pouible. The Committee, therefore, did not endorse the app roach
to public works projects envisioned by the.Local Public Works and
Capital Development and Investment Act of 1975.
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Function 460: COMMUNITY AND REGIONAL DEVELOPMENT

[In bifliefs of doom]
1976
Budgt
authority

President's adjusted budget request (Mar. 12) ------------------

.2

Major authorize committee sugeations:

Community development--ncrease to meet the need for in.
greased discretionary funding for smaller metropolitan
communities -----------------------------------------EDA-full fund authorizations for titles I. II, III, IV,and IX

of Public Works and Economic Development Act --------Other possbilities.

Outlays

+.2

.

.

.

..--------------------------------

+. 2

+. 3

Local Public Work and Capital Development and Investment
Act of 1975--EDA grants to State and local governments for
local public works -------------------------------- -+5.0
Emergency Employment Appropriations Act, 1975-Farmers
Home Administration and Bureau of Indian Affairs construc.tion projects ----------------------------------------------------2
Full funding for community development bloc grants --------.
Further increases in tides I-IX of Public Works and Economic
Development Act -------------------------------------+. 3
-+.4
Otheir*----------------------------------------------- Total potential .

.9

+3.0
+.3
+. I
+. I
- .3

11.6

10.0

Appropriation Committee suggestion --------------------------

S4

6.3

Budget Committee recommendation ----------------------------

6.0

6. 6

*Community and Regional Development-Other

[In miliom of dollar]
1976
Budget
authority

Comprehensive planning-increase in light of overturn of deferral.
100
Revitalize section 312 housing rehabilitation program ------------70
Increases for Community Services Administration ---------------137
USDA-increase rural development grants and Farmers Home
Administration operating exnses -----------------------42
Increases for Bureau of Indian Affairs:
Indian services -----------------------------------------7
Tribal resouces development ......----------------------6
Trust responsibilities ------------------------------------I
Increase infunding for Appalachian Regional Commiuion programs.
30
Additional impoundment overturn. -..-----------------------.-----------Total -----------------------------------------------

3U

Outlay.

75
35
100
42
7
6
I
II
2
279

82
(500)

EDUCATION, MANPOWER, AND SOCIAL
SERVICES
/

Education, Manpowe, and Socia Services includes six program
areas: (1) elementary, secondary, vocational, and adult education; (2)
higher education; (3) research and general education aids; (4) manpower training; (5) other manpower services; and (6) social services.
Well over half the funds in this function go directly to State and
local government. The principal beneficiaries are poor, disabled, or
disadvantaged individuals.
The Committee on Labor and Public Welfare exercises jurisdiction
over most of these programs. Exceptions are the Interior and Insular
Affairs Committee's jurisdiction over Indian education programs
administered by tho Bureau of Indian Affairs and the Public Works
Committee's jurisdiction over the job opportunities programs administered by the Department of Commerce.
PRESIDENT'S BUDGET REQUEST

The President's budget recommends 1976 outlays as follows:
In billion
of dolar#
Elementary, secondary, and vocational education --------------------Higher education
--------------------------------------------Research and general education aids ------------------------------Manpower training -------------------------------------------Other manpower services ----------------------------------------.
Social services -----------------------------------------------Total
----------------------------------------------*Doew not add due to rounding.

4. 2
2. 3
.8
6. 1
3
2. 7
*16.5

The outlays recommended in the President's budget would not
provide levels of service equal to levels of 1975. Preliminary estimates
are that services might be reduced by 12 percent because of inflation.
ELEMENTARY, SECONDARY, VOCATIONAL, AND ADULT EDUCATION

Generally, the President's budget calls for a continuation of 1975
funding levels, with the exception of reductions in impact aid ($0.4
billion) and emergency school aid ($161 million). Outlays for all programs are expected to remain at $4.2 billion, while budget authority
would drop from $4.5 to $4.3 billion. No new programs are proposed.
HIGHER EDUCATION

The President's budget recommends a $0.2 billion increase in outlays
from $2.1 billion in 1975 to $2.3 billion in 1976. Budget authority decreases slightly when one excludes about $0.7 billion in budget authority for college housing construction that was rescinded in 1975.
(71)
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In 1975, Congress approved three student assistance programs with
combined budget authority of $1.2 billion (Supplemental Opportunity
Grants, Direct Student Loans, and Basic Opportunities Grants).
For 1976, the President proposed to eliminate two of the programs
and retain only the Basic Opportunities Grant program with budget
authority of $1.1 billion. Under his program, the Basic Opportunities
Grant program also would be expanded to cover classes of students
not now included. The net result of the proposals is a reduction of
$0.2 billion in funds available for student assistance.
MANPOWER

The President's budget originally called for a reduction in budget
authority for manpower from $4.5 billion in 1975 to $3.6 billion in
1976. In early March the President said he would seek $1.9 billion in
additional appropriations for public service employment and summer
youth employment programs. This amount is included in his adjusted
budget request figure on the accompanying table.
Manpower outlays would increase in 1976, although outlays for
existing manpower programs would drop from $3.8 to $3.6 billion.
Spending for emergency job programs would increase.

SOCIAL SERVICES
The President's budget calls for reductions in both budget authority
and outlays from $3.1 billion in 1975 to $2.7 billion in 1976.
SUGGESTIONS OF THE AUTHORIZING COMMITTEES

Authorizing committee estimates would increase 1976 outlays by
nearly $10.2 billion (or 61.6 percent) over the adjusted 1975 outlays
recommended by the President. These increases would be made as
follows:
(1) Restore cuts recommended by the President ($0.9 billion in
social services and education impact aid);
(2) Adjust 1975 outlays for inflation to achieve current service
levels in 1976 ($1.3 billion in HEW and Labor Departments);
(3) Provide additional public service jobs to counter unemployment ($6.2 billion);
(4) Expand service levels in existing programs ($1.8 billion for
programs for handicapped, bilingual, preschool, disadvantaged and Indian students; for college students eligible
for financial assistance-; for impacted school districts; and
for selected social service programs); and
(5) Enact new Social Service Programs ($50 million for child and
family services).

SUGGESTIONS OF THE APPROPRIATIONS COMMITTEE

A-4

The Appropriations Committee would raise budget authority by'',
$1.7 billion over the President's budget but would reduce outlays by
$1.1 billion. The Committee called for $1.1 billion additional budget
authority for education, $0.5 billion for accelerated public works
(Title Xof EDA), and $44 million for the work incentive program
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(WIN). The Committee report does not include $1.8 billion in additional outlays that would be generated by the President's March 3,
1975 request for additional funding of public service jobs and summer

youth programs.

ADDITIONAL BUDGET
IssuBs

In addition to Committee proposals, additional funds may be suggested for such items as a permanent public service *obs program
up to $5.0 billion) and an expanded grants program for social services
up to $1.5 billion).
BUDGET COMMITTEE RECOMMENDATION

The Committee recommends $20.7 billion in budget authority and
$19.4 billion in outlays for 1976, an increase in outlays of $2.9 billion
over the President's request.
It is the Committee's understanding that $2.4 billion of the outlay
increase will permit education and social service programs to continue at existing levels of service and provide adequate funding to
meet legislative requirements for impact aid and for Title I of the
Elementary and Secondary Education Act, Eme'gency School Aid
and other programs which were endorsed by the authorizing and
appropriations committees.
The Committee endorses the recommendation of the President and
the authorizing committee for temporary public service jobs to counter
unemployment. The Committee recommendation provides $2.9 billion
in outlays for this purpose, a figure which includes the President's
request of $2.4 billion.
The Committee recommendation for budget authority includes a
provision for $4.0 billion to fund additional public service employment
ond calendar year 1975 if economic conditions warrant a decision
by Congress to extend them. The Committee did not endorse or reject
an indefinite extension of public employment programs.
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Function 5001 EDUCATION, MANPOWER, AND SOCIAL SERVICES

[In Wo

dofars)
1976
aSudget
authority

Mar. 12) ----------------__!dsi',s adosIntdbde roeqndb

IL.

Mdw aWd
cmodtte nugahemt :
HEW education programsal
12 percent adjustment in 1975 base to cove inflation---

increase neor

I

ncrelse

Increase n

educati

Outlays

+.6

+.8
+.5
+.5

handicapped childen-....

programs -------------

assistance (bic opportunity pant)

+.4
+.2

programs--------a-------------£---------

+.6

+.2

children----------------------------------------

+.4
+.6

+.3
+.5

+.7
+5.0

+.9
+5.0

Increase inprograms for the education of disadvantaged
Restore and expand impacted school aid program -----

Labo Department:
Renew summer youth

-----------------------

,ice program...--.......
Renew emergency p i yp
EDA--full fund title Xof Public Works and Economic Devel.
opulent Act (job opportunities program) (1975 budget
authority of $50,000,000) -----------------------Increase Labor Department 1975 pwrogas in this functional

area by 15 percent to cover inlation ..................

......--.--..

+.5

Soialsrvce:
Increase for public assistance social service matching

rantsaNd State/local. training ..................

Assume Pridents legWative propmls to reduce Fed.
"al thing rat and restrict types of training subject
to Federalmatching will not be enacted -----

Odw P"IA16:

Enact a public service employment program for railroad main.

:----------------------------tens- --------Raise State ceilig for grants to States for social services pro--- ---------------gram-----------Create;apmanMt public service jobs program ..............
Other* - -- - - - - - - -- - - - -- - - - -- - - TOWal

----------------------------------------

Appedalim Cosmia suggstloi---------------------&4dge cow"" roaimdtod~n-----------------------

+.3
+1.0

+.3
+1.5
+5.0
+.8
31.6
15.4
30.7

+3.0
+.7
-

31.3

1L.4
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OEducatlono Manpower and Social Servicn-Othr

1976
Budget
authority

HEW and Interior-increase Indian education Programs ...........
General increase for National Foundation on the Arts and Humani.
tiee.....................................................
Increase in Head Start programn ...............................
Enact new proranmsfor chad fan* service and foer care ....
Increase in State grants and other programs for the deveopmentally
disabled ..................................................
Manpower training:
Increase in work incentives program .......................
Trade Act requirements ..................................
Increase for Gallaudet Collep-.................................
NLRB--increases to cover inflation and to fund amendments for
agicutural workers --------------------------------Esaish new programs for publicemployee collective bargaining.
Increase funding for tides 1-V of OldWe Americans Act .............
Chiklren and youtb-expand existing programs for child abuse and
sudden infant death ..................---------------------Overturn impoundments ....................- ..................
Total- ......................

.......................

Outlays

III

1II

110
116
150

110
64
1O0

85

55

40
36
I

40
36

7
3
41

6
3
15

9
50

9
176

T5

726

87

(50) HEALTH
Heait includes outlays for health care dervices (84 percent), research
and education (10 percent) prevention and control (4 percent), and
planning and construction (2perQnt).
Two entitlement programs under the jurisdiction of the Finance
Committee-Medicare and Medicaid-account for 77 percent of
health outlays. Maternal and child health programs also fall under
adminAll other
Committee.
the Finance
jurisdiction
the
are
outlays and
of programs
for 21 percent
account
by HEWofagencies
istered
under the jurisdiction of the Labor and Public Welfare Committee.
The remaining 2 percent of health outlays fall under the jurisdiction
of the Commerce, Agriculture and Forestry, or Labor and Public Welfare Committees.
PRESIDENT'S BuDG

RzQEUET

The President proposed a moratorium on new programs and cutbacks in existing programs that would limit increases in outlays to
about $2.7 billion below presently authorized levels. Outlays would
be reduced an estimated $2.0 billion for Medicare and Medicaid by:
-transferring payment responsibility to beneficiaries in the form
of higher insurance deductibles and copayments;
-administrative program tightening of Medicare;
-transferring more responsibility to States for Medicaid payments; and
-eliminating dental services for adults.

Outlays would be cut by $0.7 billion for HEW agenie by reducing

budget authority $1.0 billn through rescissions.

SUMESTIONS OF TiE AUTHORIZING COMNTESM

Authorizing committees are studying proposals that would increase
1976 outlays by $4.6 billion and budget authority by $4.4 billion over
the President's request.

The Commerce Committee suggests $9 million more than the

President proposes in budget authority and estimated outlays for the
Consumer-Product Safety Commission.
The Finance Committee proposes additional budget authority
of $2.6 billion with estimated outlays of nearly $4.0 billion for the
o
[
following programs:
Budget

audtfkty

Outla&y

Rejectpropeeedc--ngeamdiarend medicald----------------0.6U2.0
1nceaat maternal aid chil health programa (Health Services
.
Administrat ) .......... .................................
1.8
1.8
mierm cvh•al it urawcecoverage for teunemploed ........

Pm 'irgae rnationl health

e.........--..................1
(17)

1

..
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The Labor and Public Welfare Committee recommends increasing

budget authority by $1.8 billion with estimated outlays of $0.6 bi on
for the following activities (Appropriations suggestions summarized
in the last column):
Labor mnd Public
Welfare
BudIet
authority

Outlays

Health wco .................................-.................
Menal health
um (Alcohol Drg Abue, ad
Mtrati)
.................
253
PNevsUtak 0 l onrol (Center for DMeae Control)..
54

Research (National Intitutes of Health) ...........
Planning and construction (incuding manpower pro-

istration) .............. ................

Interir ..............................-..........

Lor..........................................
Occupatinadsaety --------------------------

Appropriations
Budget
authority Outlays

345

618

35
38

215

225
36

853

300

85

23
15

23
15

23
15

20

20

627

20

233
64
22

225

73

20

23
15

tLargely for penda lnudation to increase health manpower, plan health services, and Construct hasith facUities. Similar legislation has failed previously in conference, but may be successfully reported this year. Appropriations foresees a supplemental if required.

SUGGESTIONS OF THE APPROPRIATIONS COMMNTEE

Budget authority exceeding that of the President's proposal by $1.3
billion is suggested; outlays would be higher by $0.5 billion.' Distribution is shown in the table above. There is a proposed reduction in
budget authority of $2 million from the President's budget for the
Office of the Assistant Secretary for Health.
ADDITONAL BUDGET ISSUES

Budget Committee staff anticipates higher enrollment in medicaid
due to unemployment, addin $0.2 billion to outlays.
Restoration of Presidential cuts in health agency programs to 1975
aprpopriated levels (not adjusted for inflation) would add $0.5 billion
BUDGET COMMITTEE
RECOMMENDATION

The Committee recommends $32.6 billion in budget authority and

$31.0 billion in outlays for 1976.

The Committee increased outlays by $2.9 billion over the President's
estimates on the assumption, suggested by the authorizing committee,.

that the President's legislative proposals to reduce Federal medicare
and medicaid costs will-not be approved. The Committee recommendations also include assistance above the amounts proposed by the President for health agency programs and provides some amounts for
additional requirements.
aA cited in the Appropriations Committee report; table above reflects later
detail and adds to $0.7 billion.
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Function 550: HAILTH

[In bions of daUarsj
1976
Budget
authority

President's adjusted budget request (Mar. 12) ------------------

31.0

Majoauthoriing
committee
tons:llegislative
ts proposals to
Medcare/medicaid-RejectsugPresident's
cese beneficiary cost sharing, reduce Federal matching.

and eliminate Federal support for adult dental care
Enact program of health insurance for the unemployed .......
Alow for start-up costs for national health insurance in the
event Congress enacts such a program ------_----------National Institutes of Health-I.ncrease to cover higher costs
of operation over fiscal year 1975 -----------------------HEW•-Health Resources Administration: Provide full fund.
ins of new legislation, expansion of health teaching facility
construction programs, and costs of inflation ..............

Outlays

+1.8

28.1
+2.0
+2....0.
.06
+1.8

+. I

+. I

+. 6

+. 2

-.9

+. 3

".-2
+. 9
+. 3

+. 7
+. 4

369

34.3

.

32.3
X

28 6

Bundet Committee recommendation ----------------------------

32.6

31.0

Other possibilities:

-

Higher estimate of medicaid requirements than in President's
budget ...............................................
Restore Presidential cuts in health agencies'...............
Cover inflation in health agencies nonpersonnel items---

Others .................................................

+.5

Total potential ........................................
Appropriations Commidee suggestion ..................

.2

+.5

*Health-Other
[In millions of dollars]
1976
Budget
authority

Increase funds for maternal and child health. ------------------HEW-General mental health: Increases to cover inflation in
research and development programs, and to continue and expand
community health centers ---------------------------------HEW-preventive health services: Increases for disease control
project grants, laboratory improvement, health education, and
disease surveillance --------------------------------------Increase for Mine Enforcement Safety Administration ............

Outlays

83

83

253

35

54
20

38
20

23

23

Health, and the Center for Disease Control ...................
15
Increase for the Consumer Product Safety Commission ----------9
Emergency Employment Appropriations Act, 1975--Indian reser.
nation construction ........................................
-----------Overturn impoundments ..................................................

15
9

Increase for Labor Department occupational safety and health

enforcement activities --------------------------------------

Increases for the National Institute for Occupational Safety and

Total .................................................
52-859 0- 75 - 7
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(600) INCOME SECURITY
Income security includes social security and unemployment insurance, covering more than 90 percent of the work force; retirement

systems for Federal and railroad employees; and assistance programs
for the needy such as food stamps, public housing, supplemental secu-

Ol

rity income (SSI), and aid to families with dependent children (AFDC).
Income security outlays account for 34 percent of all Federal spending.
The Finance Committee has jurisdiction over 81 percent of outlays.
The Post Office and Civil. Service; Agriculture and Forestry; Labor
and Public Welfare; and Banking, Housing, and Urban Affairs Committees also have jurisdiction over major income security programs.
PRESIDENT's BUDGET REQUEST
Without changes in existing law outlays would rise 16 percent from
$106.9 billion in 1975 to $124.2 billion in 1976. The President's budget

assumes action by Congress to limit growth in outlays to 11percent.

It proposes outlays of $119.4 billion, allowing for rejection by Congress
of proposed increases in food stamp prices.
Social security and other retirement and disability programs account for 69 percent of income security outlays and $7.7 billion of the

$12.0 billion in growth under the President's budget. Unemployment
compensation would rise by $3.5 billion. Programs for the needy would

increase by $1.0 billion. After adjusting for inflation, the real growth
in benefits would be $1.9 billion rather than $12.0 billion; programs for
the needy would decline by $0.7 billion in terms of purchasing power.
Most income security programs are open-ended matching grants

to States or entitlement programs under which qualified citizens
have a legal right to benefits. Changes in spending levels would require
action by Congress, and the President has asked Congress to hold
spending to $5.5 billion below normal growth by:
-Limiting to 5 percent the normal cost-of-living increases in
social security, railroad retirement, Federal employee retire-

ment coal miners' benefits, supplemental seciuity income
(SSI), food stamps, and child nutrition. This ceiling would cut

outlays by $3.8 billion;

-Converting child nutrition grant programs into bloc grants to
States for a saving of $0.5 billion;
-Making two changes in social security benefit formulas for a
saving of $0.6 billion; and
-Making various changes in aid to families with dependent
children (AFDC) administration and Federal matching for-"
mulas for a saving of $0.5 billion.
The 5 percent ceiling on cost-of-living increases would affect more
than 40 million persons and reduce a retired worker's future social
security benefit by an average $90 a year. The other proposals would
mean less income for recipients than the law now calls for.
(81)
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SUGGESTIONS OF THE AUTHORIZING COMMITTEES

Budget estimates of authorizing committees would increase 1976
outlays by $8.1 billion over the President's adjusted budget to a total

of $127.5 billion.

Nearly half of the increase ($3.8 billion) is based on Committee

assume tions that Congress will reject the proposed 5 percent limit on
cost-of-living increases.
Authorizing committees would approve only $0.4 billion of the
$1.7 billion in reductions in the other three Presidential proposals.
Most of the rest of the increase results from reestimates by Committees of outlays under other income security programs, as follows:
-Unemployment compensation up $0.9 billion due to higher
rates of unemployment, than those forecast in the President's
budget;
-Trade adjustment assistance up $0.3 billion under provisions
of the Trade Act of 1974 which were not taken into account
by the President;
-Food stamps up $1.4 billion due to a rapid increase in use of
the program which was not factored into the President's
budget; and
-Sction 235 housing subsidies up $0.2 billion as a result of
action by Congress to overturn a Presidential impoundment.
SUGGESTIONS OF THE APPROPRIATIONS COMMITTEE

The Appropriations Committee report would raise the President's
adjusted 1976 budget figure by $4.2 billion to $123.6 billion. The
Committee figure leaves in the savings from the President's legislative
proposals but makes the following additions to 1976 outlays:
-Food stamps up $1.4 billion for program underestimates;
-Other food programs up $0.2 billion mostly to continue the
special milk program;
-Low-intcome housing up $99 million; and
-Unemployment compensation up $2.5 billion to cover higher
unemployment and a further extension of temporary emergency
benefits.
ADDITIONAL BUDGET ISSUES

Several issues not addressed by other committees will affect 1976
outlays. Three programs appear to be underestimated by a total of
$0.6 billion, as follows:
-AFDC up $0.4 billion, mainly due to effects of the recession on

caseloads;

I
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---SSI up $0.1 billion resulting from States' contesting liability
for supplemental payments made for them by the Federal
Government; and
-Social security up $20 million, reflecting a recent Supreme
Court decision on benefit entitlements for widowers.
Income security outlays will be reduced by two actions by
Congress. Additional funds for public service jobs will reduce AFDYU,
food stamp, and unemployment benefit costs in 1976. The earned income tax credit in the Tax Reduction Act of 1975 will reduce AFDC
and food stamp costs by $75 million in 1976.
The rate of inflation probably will be lower than assumed in the
President's budget. This would mean smaller automatic cost-of-living
increases than those assumed in the authorizing committee reports by
as much as $0.8 billion.
A child nutrition bill pending in the House (H.R. 4222) could
raise 1976 outlays by $0.6 billion above the Agriculture Committee's
March 15 estimates. Other proposals for new initiatives discussed at
the staff level are not likely to be enacted in time to affect'1976 budget
authority and outlays.
BUDGET COMMITTEE RECOMMENDATION"
The Committee recommends $138.5 billion in budget authority and
$126.1 billion in outlays for 1976.
The committee increased outlays by $6.7 billion over the President's
estimatA, of which some $8.0 billion is required to cover additional costs
resulting from higher rates of unemployment than those projected by
the Administration and from underestimates of the costs of those existing programs which are affected by rising unemployment.
The remaining $3.7 billion in additional outlays would provide sufficient funds for full cost-of-living increases as required by existing
law in social security and other entitlement programs and as recommended by the authorizing committees.
The Committee also urges authorizing committees to consider legislative improvements which could save large amounts of money without imposing an inequitable burden upon beneficiaries. The Committee's recommended outlay level includes an estimate of $1.8 billion in
savings that could be realized through administrative improvements
in the food stamp program and through legislative improvements in
AFDC, OASDI and Federal employee retirement programs.
The Committee total reflects the costs of programs as they would be
with unemployment at 7.5 percent at the end of calendar 1976.
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Function 600: INCOME SECURITY

[in billion of dollarsI
1976
Budalt

authority

President's adjusted budget request (Mar. 12) ..................
Major authorising committee suggestions:
Remove 5 percent caps on benefit increases .................
Social security ........................................
Supplemental security income and coal miner benefits.. ..
Food stamps ........................................
Federal employee retirement ..........................
Railroad retirement ..................................
Child nutrition ......................................
Overturn of other Presidential legislation ...................
Social security benefit computation changes .............
AFDC administrative rules changes ...................
Child nutrition ......................................
Sec. 235 housing impoundment ........................
Reestimates of amounts in President's budget.........
Social security revenues ..............................
Unemployment benefits (higher level of unemployment)..
Unemployment insurance revenues .....................
Food stamps (more recipients) ........................
Increase intrade adjustment assistance due to Trade Act of
1974 .............................................
Other possibilities:
Staff reestimates .........................................
Higher estimate of AFDC caseload due to the recession..
Reduction in AFDC, food stamp, and unemployment
benefit requirements u a result of more public service
jobs ........
w o...ud..................
...........
Lower estimate of cost-of-living increases in indexed pro.
grams on the assumption that inflation will be less than
anticipate in authorizing committee reports that recommendid removal of 5 percent caps...................
Lower estimate of unemployment benefit and other income
security programs u aresult of greater economic stimulus
in the possible confessional budget program..........
Reduction in AFDC, food stamp, and unemployment
benefit requirements as aresult of the earned income tax
credit in the Tax Reducton ....................
t
Increase in 551 due to State actions, and increase in Social
Security based on Supreme Court decision
.......
Additional oitie ..................................
Further increases in subsidies for child nutrition programs
in pending House bill.........................
Extend supplemental security income coverage to depend.
ents of recipients............................
Set a minimum floor on State AFDC payments ($00 per

month for afamily of 4 ................

Outlays

119.4

136.0

(+3.8)
+2.5
+. 1

+.2
(+.9)

+.2
+,8

+.1

+.1
+,1

(+1,4)
+3
+.4
+.5

........ ..
+.5

(+3.4)

+,6
+1.8

+.2

.....-.-.-.-.

(+2.6)
+.9

........ . .
+1.4

+.3

+.3

(+.2)

(-II )
+.4

+.4

-I

-. 4

-. 1

".8

-. 1

-. 4

+.2

(+6.3)

.1
+.2

(+10.5)

+.6

+.6

+.5

+.5

+.3

+-3

Require coverage of families with unemployed fathers in
all State AFDC programs ..........................
Make permanent the recent liberalizations in unemplo
ment insurance coverage, set benefit duration at 52 weeks
without regard to the unemployment rate, and establish
minimum standards for benefit levels .................
Eliminate completely the Social Security retirement test..
Other*.................................................

+,1I

+-,I

+5.0
-. 2
+.2

+5.0
+4.0
+.3

Total potential ........................................

147.4

136.9

Appropriations Committee suggestion ..........................

140.5

123.5

Budget Committee recommendation ......................

138.5

126.1

Les. than $50.000.000.
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* Income

Security-Other

[In millions of dolhrsl
1976
Budget
authority

Increased funds for collection of child support from absent father
40
with families on AFDC .....................................
Increase low.rent showing assistance ....................................
45
Establish uniform Federal standards for workers compensation .....
Extend eligibility to certain miners and dependents under the coal
100
miners benefit program .....................................
22
Increase USDA commodity distribution programs ................
Overturn impoundment ..................................................

Outlays

Total .................................................

207

37
50
45
100
22
6

M
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(700) VETERANS BENEFITS AND SERVICES
Vera~.Befit and Sertie.8 consists largely of a two-part income
security program (compensation and pensions), G1 bill education
benefits, hospital and medical care, and other veterans benefits
and services. The Veterans Affairs Committee has jurisdiction over
these veterans programs.
PRESIDENT'S BUDGET REQUEST

Veterans benefits and services outlays in the President's budget
are $15.6 billion, up $0.1 billion over 1975. This budget reflects no
real growth, although some programs would grow because of shifts in
spending priorities within the overall total.
The two-part veterans income-security program accounts for $7.7
billion, almost half of total outlays. The budget recomnmendg $3.9
billion in outlays for hospital and medical care, an increase of $0.3
billion; over 1975, and 01 bill education outlays of $3.6 billion, a
decrease of $0.4 billion from 1975.
SUGGESTIONS OF THE AUTHORIZING COMMITTEE

A variety of proposals from the Veterans Affairs Committee could
increase veterans outlays by $2.0 billion over the President's budget.
The President's estimate of a $0.4 billion drop in GI bill education
outlays does not take into account recent caseload increases which
could lead to a net increase in outlays of $0.1 billion rather than a
reduction.
Other revisions in caseload data could lead to increases in outlays for
pensions of $0.2 billion.
The President's budget assumes that Congress will repeal a 2-year
extension of the period during which veterans may apply for readjust-'
ment benefits which would lead to a saving of $0.7 billion. Congress
may not agree to the repeal.
The Veterans Affairs Committee may undertake a review of the
compensation benefits this year instead of waiting the customary 2
years, which would result in additional outlays of $0.3 billion.
A proposal to allow an additional 9 months of 0I education benefits
for graduate education could result in additional outlays of $77 million.
An omnibus medical bill could add $95 million. The Veterans Administration already has testified that a proposed staff reduction which
was submitted in February already has been turned into an increase
totalling $19 million, because of increasing workloads. This is not
reflected in the budget.
(6?)
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SUGGESTIONS OF THE APPROPRIATIONS COMMITTEE

The Committee suggests total outlays of $15.6 billion in line with
the President's request. However, the Committee did not consider any
possible new program initiatives.
ADDITIONAL BUDGET ISSUES

None.
BUDGET COMMITTEE RECOMMENDATION

The Committee recommends budget authority of $17.6 billion and
outlays of $16.9 billion, an increase of $1.3 billion over the President's
outlay proposal.
Several factors account for the increases suggested by the authorizing committee, including reestimates of pension and medical care
caseloads and of enrollments under the GI bill; allowance for an adjustment to compensation benefits in calendar 1975; a projected enactment of an Omnibus Veterans Medical bill, assuming an effective
date of January 1, 1976; and pending legislation to permit 9 extra
months of education assistance for students doing graduate work.
Allowance was also made for additional funds provided for in the
Emergency Employment Appropriations Act of 1975 for general work
programs to improve Veterans Administration facilities, including
hospitals.
Function 700s VETERANS BENEFITS AND SERVICES

IIn billion of dollau]i
1976
Budt
authority

President's adjusted budget request (Mar. 12) ..................
Major authorizing committee suggestions:
Adjust compensation benefits this year imtead of waiting the
normal 2 years .....-...................-..............
Higherestimate of
'esoncaeod
thaninPresident's budget..
Do not enact Presidents legislative proe Isto repeal the 2.
year extension of the delimiting periocfor readjusntment bene.
.its, and to effect reimbursement to VA by private medical
insurers ..............................................
Higher estimate of GI bill enrollment than in President's
budget ................................................

Total potential ........................................

Outlays

16.2

15.6

+.5
+.2+.

-. 3

".7

-. 7

+.5

+,5

1.

17.6

Appropriations C-ommittee suggestion..........................

16.P

15.6

Budget Committee recommendation ............................

17.6

16.9

Other possibilities* ...........................................

+. 2

+. 3
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*Veterans Benefits and Services-Other possibilities
[in MilIons of dolUarll
1976
Budget
authority

Readjustment benefits-remove restriction limiting extra 9 months
of benefits to undergraduate education only ...................
77
Enact omnibus veterans medical bill providing for numerous im.
provements inmedical care .................................
95
H•gher estimate of medical outpatient care visits and contract hos.
pitalization requirements thin in President's budget ...........
56
Increase VA general operating expenses due to higher workload than
19
estimated inPrfildent's budget ............................
Emergency Employment A.opriations Act, 1975-general work
programs to upgrade VA facilities .......................................
Toa .................................................

11

147

Outlays

77
55
56
19
70
277
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(750)

LAW ENFORCEMENT AND JUSTICE
Law EforcmenW and Jwtioi includes outlays for the Federal judiciary; law enforcement and prosecution activities of the Justice and
Treasury Departments; Federal correctional and rehabilitative programs; certain civil rights programs; and law enforcement assistance to
State and local governments.
The Judiciary Committee has legislative jurisdiction over most
programs. The Commerce; Labor and Public Welfare; and Post Office
and- Civil Service Committees also have legislative jurisdiction over
some programs. PRESIDENT'S BUDGET REQUEST
The President requests outlays of $3.3 billion, an increase of $0.3
billion over outlays for 1975.
The President's budget seeks a $0.1 billion reduction in bud et
authority for the Law Enforcement Assistance Administration. The
major impact of this reduction would come in 1977 outlays, but it
also would reduce LEAA outlays by an estimated $26 million in 1976.
SUGGESTIONS OF TIlE AUTHORIZING COMMITTEES

Budget estimates of the authorizing committees would increase 1976
outlays by $0.1 billion above the President's budget. The Committees
recommended:
-A National voter registration system ($50 million) to help
States register eligible citizens under a nationwide postcard
registration system.
-Increased investigation and prosecution of antitrust law violations ($25 million) to provide for a vigorous and effective enforcement of such laws.
-Increased jury fees and expenses, District Court and Circuit
Court judgeships, and the Bilingual Courts Act ($11 million)
to provide additional court services.
-Full funding of the Legal Services Corporation ($26 million)
at authorized level of $100 million for fiscal 1976.
SUGGESTIONS OF THE APPROPRIATIONS COMMITTEE

Reports of Appropriations Subcommittees indicate an overall in-

crease of about $130 million in the President's adjusted budget for
1976. The State, Justice, Commerce, the Judiciary, and Related
Agencies Subcommittee suggests a $150 million increase with no
amounts specified for any particular program. The Treasury, Post
Office, and General Government Subcommittee suggests a $14.3
million reduction in budget authority by reason of the withdrawal of
the request for the construction of the new Federal Law Enforcement
Training Center. This item accounts for $20 million in outlays in 1976
in the President's budget.
(91)
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ADDInONAL BUDOT IssuEs

Approval of first year funding in 1976 for the Juvenile Justice
and Delinquency Prevention Program would add $10 million in outlays and $00tnlion in budget authority. Another likely proposal is
•--~ legislation to provide benefits to survivors and widows of law enforcement officers.-his would create new outlays of $5 million and budget
authority of $61 million for fiscal 1976.

BuixI

Cox•triu

RECOMMENDATION

The Committee recomnmends $3.3 billion in budget authority and
$3.4 billion in outlays for 1976.
The slight increase in outlays over the President's estimate is in
anticipation of temporary antirecession programs and other suggestions by the authorizing committees.
Function 7501 LAW ENFORCEMENT AND JUSTICE
INbillions of dollars]
1976

Outlays

Budget

autho6rit:y

President's adjusted budget request (Mar. 12) ..................
3.2
3.3
Mojor Authorizing Committeo suggestions:
None ......................................
............ .............
Oth iuiVesP ..........................................
+.+3
+.2

Total potential .......................................

3.5

3.5

Aropratio Committee suggestion .........................

L4

3.5

Budget Committee recommendation ...........................

33

3.4

*Law Enforcement and Justice-Other possibilities

[in millions of dollars)
1976
.

....Bucl'et

authority
Restore LEAA to 1975 operating level .........................
First year funding for Juvenile Justice and Delinquency Prevention
Act of 1974 ...............................................
Benefits for widows and other survivors of law enforcement officers

(bills,

d' )............................................

Outlays

110

26

50

10

61

Establish&
a national voter repstration system (S. 1177) ..........
56
Increase Derttment of Justice antitrust enforcement funds ......
25
Increase Legal Services Corporation to full authorized level .......
29
Increased jury fees and expenses (S. 539), district court judgeships
(S.287), circuit court judgeships (S.286), interpreters for non.
Englislpeaking defendants (S. 565) ..........
II
Emergency Employment Appropriations Act, 1975-Treasury De.
apartment construction projects ..........................................
TOt ................................................

. ..

342

5

50
25
26
III
46
1

/
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(800) GENERAL GOVERNMENT
/enerai Government covers the basic operations of the legislative and
executive branches of the Federal Government. This includes the
-Congress, the Executive Office of the President, the Treasury Department's operational activities, the General Services Administration,
the Civil Service Commission, and all activities not included in other
functions. Legislative jurisdiction over these programs is shared by
the Government Operations; Public Works; Post Office and Civil
Service; and Interior and Insular Affairs Committees.
PRESIDENT'S BUDGET REQUEST

The President requests $3.2 billion in outlays for 1976, an increase
of $0.5 billion over 1975. Most of this increase, more than $0.3 billion,
is due to a net reduction in offsetting receipts. The remaining $0.2
billion is largely for increased salaries for 2.952 requested new positions.
The President's increases are primarily in three areas:
-An increase in Internal Revenue Service personnel to strengthen
tax compliance and to certify employee pension plans;
-Improvement in the operation of the Federal Buildings Fund;
and
-Automation of the General Services Administration's commercial supply system.
The President proposes no new programs and general government
outlays are relatively static.
SUGGESTIONS OF THE AUTHORIZING COMMITTEES

The budget estimates received from the authorizing committees
would increase 1976 outlays by $43 million above the President's
budget. These recommendations are as follows:
-- Creation of a Presidential Council of Science Advisers ($15

million);

-Creation of the National Center on Productivity and Quality
of Work ($20 million); and
-Additional payments to the Civil Service Retirement Fund ($19
million) to finance an unfunded pension liability for certain
employees of the Departments of Interior; Health, Education,
and Welfare; and Justice.
SUGGESTIONS OF THE APPROPRIATIONS COMMITTEE

Target reductions by the Appropriations Committee total $44
million in1976 outlays for general government.
ADDITIONAL BUDGET ISSUES

The General Services Administration has identified 67 potential new
construction projects at a projected cost of $1.8 billion which could be
.

(95)
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initiated within the next 12 to 18 months. Nearly $1.2 billion of that
amount would finance projects of a priority nature which could be
undertaken by the Public Buildmn Service. This construction would
be in addition to projects proposed by the Emergency Employment
Appropriations Act, 1975.
BUDGET COMMiTTEE RECOMMENDATION
The Committee recommends $8.8 billion in budget authority and
$8.2 billion in outlays for 1976-the same levels as proposed by the
President.
The Committee did not endorse those provisions of the Emergency
Employment Approprations Act relating to purchase of additional replacement vehicles for the Federal government and Federal facility
construction and renovation.
Function 800S

GENERAL GOVERNMENT
[In billions .1dollars
1976
Budget
authority

Outlays

President's adjusted budget request (Mar. 12) ..................
3.3
3.2
Major authorizing committee suggestions
None ......................................................
e
............ .........
Other possibilitiest
Emergency Employment Appropriations Act, 1975-Purchase
of additional Government vehicles and more funds for con.
struction, renovation, and maintenance of Federal facilities................
+. 4
Appropriation to the Federal Buildings Fund for major repairs
and improvements to Federal facilities ...................
+1.2
+. 2
Other * ...............................................
-+,
I
-. I
Total potential .......................................

4.6

3.1

Appropriations Counittee suggestion ..........................

3.3

3.2

Budget Conmuittee recommendation ............................

3.3

3.2

* General Government-Other
[In millions of dollars]
1976
Budget

authority

Establish a National Center on Productivity and Quality of Work
(S. 765, S. 937) ...........................................
Additional payment to civil service retirement fund to revise benefits
for certain e.m.oyees (S. 509) and to extend hazardous duty
benefits to additional employees .............................
Create a Council of Science Advisers ...........................
Total .................................................

Outlays

20

20

19
15

19
15

54

54
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(850)

REVENUE SHARING AND GENERAL PURPOSE
FISCAL ASSISTANCE
The programs in this category are general revenue sharing, and
eneralurpose fiscal assistance which includes the Federal payment
the isrct of Columbia and shared revenues which are distributed to the States, Puerto Rico, and certain territories. The Finance,
Government Operations, and District of Columbia Committees have
legislative jurisdiction over these programs.
REQUEST
The President estimates revenue sharing outlays at $7.2 billion.
Revenue sharing outlays under current law would rise by $0.2 billion.
The President makes no request for program changes for 1976.
The principal increase in outlays results from just over $0.1 billion
for general revenue sharing payments to State and local governments.
The remaining portion of the increase includes $24 million in additional Federal-payment to the District of Columbia, $35 million in
additional payments from Federal land management activities of the
Department of the Interior, and $7 million in distributions derived
from tax collections to Puerto Rico and the Virgin Islands. Other transactions account for $22 million.
The President's budget also contains a recommendation for extension of general revenue sharing through 1982. The State and Local
Fiscal Assistance Act of 1972 expires on December 31, 1976, and the
President request a 6-year extension of the program with new budget
authority and outlays of $39.4 billion.
PRESIDENT'S BUDGET

SUGGESTIONS OF THE AUTHORIZING COMMITTEES

Authorizing committees would increase 1976 outlays by $5.0 billion
above the President's budget.
The Government Operations Committee proposes new legislation
to provide temporary emergency financial assistance for State and
local governments, separate and apart from that established by the
State and Local Fiscal Assistance Act of 1972. The program would
provide targeted emergency assistance to hard-pressed State and local
governments. The level of funding would fluctuate with the national
rate of employment. At 6 percent unemployment, the maximum
outlays would be $2.0 billion; and $1.0 billion would be added for
each percentage point beyond 6 percent. Outlays for 1976 would be
$5.0 billion.
SUGGESTIONS OF THE APPROPRIATIONS COMMITTEE

The Appropriations Committee makes no change from the President's budget request.
(95)
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ADDITIONAL BUDGET IssUES
None.

BUDGET COMMIwVEz RECOMMZNDATION
The Committee recommends $7.8 billion in budget authority and
$7.2 billion in outlays for 1976--the levels proposed-by the President.
The Committee considered the possibility of emergency financial
assistance to State and local governments, as recommended by the
authorizing committee. The Committee endorsed the concept in principle. No funds werA specifically allocated to its implementation at
this time.
Function 8501 REVENUE SHARING AND GENERAL PURPOSE FISCAL
ASSISTANCE

[In Mabe. of d.lUsr
1976
BIuthori:Y

President's adjusted budget request (Mar. 12) ..................
Major autholulnj committee suggestion:

Emergency financial assistance to State and local governments.

Other possiblities:
Noine.. ...........................

.

......

Outlays

7.3

7.2

+5.0

+5.0

.............

Total potential ..................................
Appropiations Committee suggestion ..........................

12.L3

12.2

7.3

7.2

Budget Committee recommndten ............................

7.3

7.2
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(900) INTEREST
Interest covers sums paid by the Government on the public debt and
-the net of interest received or paid by Government agencies in connection with program activities. The Finance Committee has primary
jurisdiction over this function.
Interest on the public debt depends upon the interest rate the
Government has to pay to borrow and the size of the debt. These
outlays have little economic impact, however.
PRESIDENT'S BUDGET REQUEST
The President has requested $34.4 billion for 1976.
SUGGESTIONS OF THE AUTHORIZING COMMITTEE
The Finance Committee suggests increasing the President's estimate

by $0.9 billion to a total of $35.3 billion as they project a higher
deficit than that in the President's budget.
SUGGEbTIONS OF THE APPROPRIATIONS COMMITTEE

The Appropriations Committee suggests no change from the President's budget request.
ADDITIONAL BUDGET ISSUES
None.

BUDGET COMMITTEE RECOMMENDATION

The Committee recommends $85.8. billion in budget authority and
$35.3 billion in outlays for 1976.

The President's estimate of interest payments on the public debt
was based on anticipation of higher revenues, and lower levels of
spending than now seem likely. Uncertainties now exist with respect
to interest rates. In accordance with the recommendations of the
Finance Committee, the Committee has adjusted the budget for interest payments upward by $0.9 billion above the Presidentrs estimate.
(97)
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Funtlon N00: INTEREST
[In bllo of doanl
1976
Budlot
authority

Proddeds adjusted budgt roques (M ar.
1))--------.........
Major authwing committeews estlns:
Increased interest on the publc debt duo to highe deficits than
estimated in Presidents b u d g et-..................
Od Possibiltes:

34.4
+.9

Outh~ys

34.4
+.9

0.0...0.....0

Tota p ott........................................
Approp•ladons Committee su

..........................
gsstitio

Budget Committee reco m toen
----------------

52-659 0 - 75 - 8

...........

34.4

34.4.

A35.

353

106

ALLOWANCES
Allowance -includes energy tax equalization payments, civilian
agency pay raises, and contingencies. The authorizing committees
for this function are the Interior and Insular Affairs Committee and
the Post Office and Civil Service Committee.
PRESIDENT'S BUDGET REQUEST
The President has requested $8.3 billion in budget authority and

$8.1 billion in outlays for 1976.

SUGGESTIONS OF THE AUTHORIZING COMMITTEES

The Interior and Insular Affairs Committee suggests eliminating
the energy tax equalization payments. This would reduce both outlays
and budget authority by $7.0 billion. The Post Office and Civil
Service Committee suggests removing the 5-percent cap on pay raises
for employees of civilian agencies recommended by the President.
Such action would increase both outlays and budget authority by
$0.4 billion. Following the suggestions of both Committees would
result in $1.7 billion for budget authority and $1.5 billion for outlays.
SUGGESTIONS OF THE APPROPRIATIONS COMMITTEE

The Appropriations Committee suggests no change from the
President s budget request.
ADDITIONAL BUDGET ISSUES

None.
BUDGET COMMITTEE RECOMMENDATION

The Committee recommends $1.8 billion in budget authority and
$1.1 billion in outlays for 1976.
The President's budget made provision for budget authority and
outlays of $7.0 billion to equalize the impact of his original energy tax
proposals on citizens, State and local governments, and the Federal

Government. The Committee assumes that the President's program
will not be approved by Congress and has deducted this amount.
(90)
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Function: ALLOWANCES
IIn bIlons of dollars!
1976
Budget
authority

Outlays

President's adjusted budget request (Mar. 12) ..................
8.3
8.1
Major authodiing Commt suggestions:
Eliminate energy
e
equalization payments- .............. "-7.0
-7.0
Remove percent cap on pay unreases for employees of
civilian age es-.......................................
+4
-. 4
-.
Ote possibities:
..--.-.-.- . .----...-...-Nne-..................................-.......---.---Total Potential........................................
1.7
1.

suggeson ..........................

8 3

8.I

Budget Committee recommendation .......................-.....

1.3

1.1

Apropiaons ComMitt
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(950) UNDISTRIBUTED OFFSETTING RECEIPTS
Undistributed Off8etting Receipts is a category created solely for
accounting purposes which does not lend itself to the kinds of program
analysis which are possible with other functional areas.
Funds carried in this category include Federal Government contributions to the employee retirement fund, interest earned on trust
funds and revenue from leases of mineral rights on the Outer Continental Shelf.
Some Federal revenues-such as income to ERDA from uranium
enrichment operations-are "distributed receipts" and reduce the
budgets of the agencies to which they are credited.
PRESIDENT'S BUDGET REQUEST
The President listed $20.2 billion in the undistributed offsetting
receipts category. The funds are divided as follows:
In b4Igon.

Federal share, employee retirement
----------------------Interest from trust funds ------------------------------------------OCS leases -------------------------------------------------------

$3.9
&3
8. 0

SUGGESTIONS OF THE AUTHORIZING AND THE
APPROPRIATIONS COMMITTEES

Neither the major authorizing committees nor the Appropriations
Committee has proposed any changes in the President's estimates.
Both endorse the $20.2 billion figure.
ADDITIONAL BUDGET ISSUES

None.
BUDGET COMMITTEE RECOMMENDATION

The Committee recommends that $16.2 billion in undistributed offsetting receipts be deducted from the budget authority and outlay
totals in 1976.
The President's budget offsets expenditures by $20.2 billion by assuming receipts of $8.0 billion during 1976 from sale of leases for
offshore oil drilling. The Committee believes this estimate is high
and has reduced the total to $4.0 billion. The income conceivably could
be as low as $1.0 billion.
(101)
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Function 960: UNDISTRIBUTED OFFSETTING RECEIPTS
[In billion of dollarui
1976
Budget
authority

Presldents adjusted budget request (Mar. 12) ..................
Major auathoslng committee suggestions:
None..................................................
Other possibilitIe:
Lower recepts from Outer Continental Shelf leasing than esti.
mated in President's budget ............................
Total potential --------------------------------------

-20.2

-+4.0

Outlays

-20.2

+4.0

-16.2

-16.2

Appropriations Committee suggestion --------------------------

-20.2

-20.2

Budget Committee recommendations --

-16 2

-16.2

...----------------------
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ROLLCALL VOTES IN COMMITTEE
In compliance with section 133 of the Legislative Reorganization
Act of 1946, as amended, rollcall votes taken during Committee consideration of this legislation are as follows:
APRm 8, 1975
(1) Hollings motion to accept revenues for FY 1976 of $293
billion and use the assumption of 71/2 percent unemployment. Rejected: 8 nays-5 yeas.
Nays:
Yeas:
Muskie
Hollings
.Mondale
Chiles
Cranston
Bellmon
Beall
Dole
Domenici
McClure
(Proxy)
Magnuson
moss
Abourezk
APRIL 9, 1975
(2) Abourezk amendment to cut outlays in function 050 (national
defense) to $83.1 billion. Rejected: 12 nays--1 yea.
Nays:
Yeas:
Abourezk
Muskie
Mondale
follings
Cranston
Chiles
Nunn
Bellmon
Beall
Buckley
McClure
Domenici

(Proxy)
Dole

(103)
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(8) Biden amendment to cut outlays for function 050 (national
defense) to $87 billion. Rejected: 11 nays-3 yeas.

Yeas:

Cranston
Abourezk
(Proxy)
Biden

Nays:

Muskie
Mondale
Hollings
JChiles
Nunn
Bellmon
Beall
Buckley
McClure
Domenici
(Proxy)
Dole
(4) Mondale amendment to cut outlays for function 050 (national
defense) to $90 billion. Rejected: 10 nays--5 yeas.
Nays:
Yeas:
Muskie
Hollings
Moss
Chiles
Mondale
Abourezk
Nunn
Cranston
Bellmon
(Proxy)
Dole
Biden
Beall
Buckley
McClure
Domeniei
(5) Chiles amendment to cut outlays for function 050 (national
defense) to $91.9 billion. Accepted: 11 yeas-4 nays.
Yeas:
Nays:
Hollings
Muskie
Moss
Cranston
Mohdale
Chiles
Nunn
Abourezk
Bellmon
Dole
Beall
Buckley
McClure
Domenici.

(Proxy)
Biden
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(6) Muskie amendment to set outlays for function 500 (education,
manpower, and social services) at $22.4 billion. Rejected: 8 nays-5 yeas.
Nays:
Yeas:
Muskie
Chiles
Mondale
Nunn
Bellmon
Cranston
Dole
(Proxy)
BeaU
Magnuson
McClure
Abourezk
Domenici
(Proxy)
Buckley
(7) Cranston substitute to set outlays for basic programs in function 500 (with countercyclical programs considered separately) at
$16.4 billion. Rejected: 8 nays-4 yeas.
Nays:
Yeas:
Muskie
Chiles
Nunn
Mondale
Bellmon
Cranston
Dole
(Proxy)
Beall
Abourezk
McClure
Domenici
(Proxy)
Buckley
(8) Beall amendment to set total outlays for function 500 at $19
billion. Rejected: 9 nays-4 yeas. .
Yeas:
Nays:
Bellmon
Muskie
Dole
Mondale
Beall
Cranston
Domenici
Chiles
Nunn
McClure
(Proxy)
Magnuson
Abourezk
Buckley
(9) Bellmon amendment to set outlays for function 500 at $20.4
billion. Rejected: 7 nays-6 yeas.
Yeas:
Nays:
Muskie
Chiles
Nunn
Mondale
Dole
Cranston
Beall
Bellmon
McClure
(Proxy)
Domenici
Magnuson
(Proxy)
Abourezk
Buckley
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(10) Dole amendment to set total outlays for function .500 at $1S
billion. Accepted: 7 yeas-6 nays.
Yeas:
Nays:
Chiles
Muskie,
Nunn
Mondale
Bellmon
Cranston
Dole
Beall
McClure
(Proxy)
Domenici
Magnuson
(Proxy)
Abourezk
Buckley
(11) Chiles amendment to set outlays for function 550 (health)
at $30 billion. Rejected: 9 nays-4 yeas.
Yeas:
Nays:
Chiles
Muskie
Nunn
Mondale
Bellmon
Cranston
McClure
Dole
Beall
Domenici
(Proxy)
Magnuson
Abourezk
Buckley
(12) Mondale amendment to set outlays for functional 550 at $31
billion. Accepted: 11 yeas-2 nays.
Yeas:
Nays:
Muskie
Nunn
Mondale
(Proxy)
Cranston
Buckley
Chiles
Bellmon
Dole
Beall
McClure
Domenici
(Proxy)
Magnuson
Abourezk
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(13) Mondale amendment to set outlays for function 600 (income
security) at $126.3 billion. Rejected: 8 nays-5 yeas.
Yeas:
Nays:
Muskie
Chiles
Mondale
Nunn
Cranston
Bellmon
Dole
(Proxy)
Beall
Magnuson
McClure
Abourezk
Domenici
(Proxy)
Buckley
(14) Dole motion to set outlays for function 600 at $123.9 billion.
Accepted: 7yeas-" nays.
Yeas:
Nays:
Chiles
Muskie
Nunn
Mondale
Bellmon
Cranston
Dole
(Proxy)
Beall
Magnuson
McClure
Abourezk
Domenici
Buckley
AiPRML 10, 1975

(15) Mondale amendment to increase temporary recovery program
outlays from $8 billion to $12 billion. Rejected: 10 nays-A yeas.
Nays:
Yeas:
Muskie
Hollings
Mondale
Chiles
Biden
Cranston
Nunn
(Proxy)
Bellmon
Abourezk
BeaU
Domenici
(Proxy)
Dole
Buckley
McClure
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(16) Chiles amendment to reduce temporary recovery program outlays from $8 billion to $4 billion. Accepted: 9 yea
nays.
Nays:
Yeas:
Ho.Mngs
Muskie
Mondale
Chiles
Biden
Cranston
Bellmon
Nunn
Dole
Beall
Buckley
McClure
Domenici
(17) Chiles amendment to reduce function 050 (national defense)
outlays by $1.5 billion. Accepted: 8 yeas-7 nays.
Yeas:
Nays:
Muskie
Nunn
Mondale
Bellmon
Hollings
Dole
Cranston
Beall
Chiles
Buckley
Biden
McClure
Domenici
(Proxy)
Magnuson
Abourezk
(18) Dole amendment to increase outlays in function 500 by $500
million. Rejected: 10 nays-5 yeas."
Nays:
Yeas:
Muskie
Hollings
Moss
Chiles
Mondale
Biden
Nunn
Cranston
Bellmon
Dole
Beall
Buckley
McClure
Domenici
(Proxy)
Magnuson
Abourezk
I Function 500 then increased by $1 billion by voice vote.
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(19) Cranston amendment to add $1 billion in outlays to function
600 (income security) to a level of $124.9 billion. Rejected: 8 yeas-8 nays.1
Yeas:
Nays:
Muskie
Chiles
Moss
Nunn
Mondale
Dole
Hollings
Beall
Cranston
Buckley
Biden
McClure
(Proxy)
Domenici
Magnuson
(Proxy)
Abourezk
Bellmon
Function 600 raised by $500 million in subsequent voice vote.

11, 1975
(20) Nunn amendment to set function 050 budget authority at
$101.0 billion and outlays at $91.2 billion. Accepted: 8 yeas-7 nays.
Yeas:
Nays:
Hollings
Muskie
Nunn
Moss
Bellmon
Mondale
Beall
Cranston
McClure
Chiles
Domenici
(Proxy)
(Proxy)
Abourezk
Dole
Biden
Buckley
(21) Chiles amendment as amended by Nunn to set defense budget
authority at $101 billion and defense outlays at $91.2 billion. Accepted:
9 yeas--6 nays.
Yeas:
Nays:
Hollings
Muskie
Chiles
Moss
Nunn
Mondale
Belimon
Cranston
Dole
(Proxy)
Beall
Abourezk
Buckley
Bouek
McClure
Bideu
Domenici
APRIL
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(22) Bellmon amendment to increase function 500 by $400 million
to $19.4 billion. Accepted: 7 yeas-6 nays.
Yeas:
Nays:
Muskie
Hollings
Moss
Chiles
Mondale
Beall
Cranston
McClure
Bellmon
Domenici
(Proxy)
(Proxy)
Magnuson
Buckley
Abourezk
(23) Hollings amendment to cut c)utlays across the board by 1 percent. Rejected: 11 nays-3 yeas.
Yeas:
qays:
Hollings
Muskie
Nunn
Moss
Buckley
Mondale
Cranston
Chiles
Abourezk
Bellmon
Beall
McClure
Domenici
(Proxy)
Magnuson
(24) Nunn amendment to cut $4.5billion from temporary recovery
programs. Rejected: 7 nays-?7 yeas.
Yeas:
I'rays:
Hollings
Muskie
Moss
Chiles
Nunn
Mondale
Bellmon
Cranston
McClure
Beall
Domenici
(Proxy)
(Proxy)
Magnuson
Buckley
Abourezk
(25) Chiles motion to cut $2 billion from the bottom line to be distributed in functions 500 (education, manpower, and social services),
550 (health), .750 (law enforcement and justice), and 800 (general
government). Rejected: 7 nays--7 yeas.
Nays:
Yeas:
Muskie
Chiles
Moss
Nunn
Mondale
Bellmon
Buckley
Cranston
Beall
McClure
Domenici
(Proxy)
(Proxy)
Magnuson
Hollings
Abourezk
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(26) Motion to report resolution. Accepted: 8 yeas-i nay. (Including proxies, 13 yeas-2 nays.)
Yeas:
Nays:
Muskie
McClure
Moss
(Proxy)
Mondale,
Bukldey
Cranston
Chiles
Bellmon

BemaI

Domenici

(Proxy)

Magnuson
Hollins
Abourezk
Biden
Nunn
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ADDITIONAL VIEWS
SEPARATE VIEWS OF SENATOR WALTER F. MONDALE
AND SENATOR JAMES ABOUREZK
I. OVERVIEW
The budget resolution and accompanying majority report represent
a substantial improvement over the budget submitted by the President 2 months ago. They do not, in our view, allow enough leeway for
the temporary programs that will be needed.if .we. are to aehieve-ac..
ceptable goals for economic recovery.
The President's budget would have reduced domestic programs
overall by $18.3 billion below the estimated current services level, in
the face of recession. It would have reduced the Federal share of the
national budget for elementary and secondary education from 9 percent to 6 percent. It would have taken $7 billion in promised social
security cost-of-living increases and medicare benefits from the pock*ets of the elderly and disabled. Through increased matching requirements and static or reduced funding, it would have slashed the real
level of aid to State and local governments by $6 billion in constant,
inflation-adjusted dollars.
With recession eating away at revenues and inflation escalating program costs, we believe all can agree that this is not a year for large
outlays on new permanent spending programs. If we wish to avoid a
new round of inflation, we must take care that the Federal budget will
balance as the economy returns to health and revenues rise to normal
levels.
"But we. hope we can all agree that this is a year to keep our national
commitments-to the elderly and the less fortunate in our society, to
protecting our environment and natural resources, to community development, and basic scientific research.
And above all, we hope we can agree that this is a year to chart a
policy that will restore the health of our economy and return the employment and production lost to recession.
On the whole, we believe the Committee resolution and report establishes a sound and workable approach to the basic, permanent Federal
program budget."
In a healthy economy this budget would not only be balanced, it
vould have a $2 billion surplus. And in a healthy economy the Committee resolution would receive our full support.
Although we would have preferred a somewhat lower target for defense spending, the Committee's target would wisely postpone for future careful examination
much of the Administration's request for authority to contract for massive new
commitments. The Administration projects defense budget authority of $149.4
billion by 1980. That is, indeed-as Secretary Schlesinger said-a "turnaround,"
and it deserves the closest scrutiny.

(118)
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II. THE BUDGET RESOLUTION AND ECONOMIC
RECOVERY
GOALS FOR ECONOmICi

RECOVERY

Today our economy is not healthy. Unemployment is at least 8.7
percent. At least 8 million Americans now looking for work cannot find
jobs, and another 1.1 million have been discouraged from seeking jobs
that are not there. Almost 4 million Americans are forced to '.0"rk
part-time because full-time work is not available. Our factories are
operating at 68.3 percent of capacity. Our economy is now operating
at a level $230 billion below potential, and unless decisive action is
taken, even higher rates of unemployment are virtually certain for the
rest of this year.
We have consulted the best economic advice we can find-including
this Committee's fine economic staff.
And we are convinced that the budget resolution we have reported to
the Senate does not do enough to reverse the tide of unemployment
and lost production which is sweeping over this country. The Committee resolution and report are associated with reducing unemployment only to 7.5 percent by December 1976.
lf additional temporary recovery program--beyond thoMe allowed
under thi8 re8olution--arenot adopted, then we must expect unemployment averaging9 percent or more for the re#&ainderof thi8 year,
and we cannot expect a return to normal levels of employment and
production before the end of thi8 decade.
This is not the best we can do. The Conq8re8ionalJoint Economic
Committee, after detailed study, ha8 e8tablished a8 a reasonableminimum goal the achievement of 7 percent unemployment by the clo8e of
next year. Even this rate of recovery would involve extended hardship
for too many working Americans. but achievement of the JEC goals
would return our economy to normal levels of government, and balanced budgets, in 1978-far sooner than we can expect tinder the
approach toward recovery programs reflected in the Committee resolution and report.
TIiE CosTS OF RECESSION

Each 1 percent of unemployment costs the Federal Government
roughly $16 billion in reduced taxes and increased spending for unemployment compensation and related programs. Each 1 percent costs
State and local governments in the neighborhood of $5 billion. And
each I percent costs our economy a million man-years and over $48
billion in lost production.
The economic costs of recession are staggering. But the human costs
are even greater. A recent Library of Congress study, for example,
shows that unemployment rates can account for almost all the variation in the ratc, of Federal and State prison admissions. Similarly,
rates of suicides, alcoholism, and mental illness have been shown to be
sensitive to the unemployment rate.
Ours is a strong and resilient economy. We will rebound from this
recession, as we have before. But the recession we face today is blighting the lives of millions of decent American families. It will leave its
mark on a generation of American children.
We must not be blinded to the human and social costs of extended
recession.
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We must not accept a 5-or 6-year plan for economic recovery if the
job can safely be done more quickly. And we are convinced that it can.
NEED FOR ADDITIONAL EMPLOYMENT-PRODUCINO PROGRAMS

An analysis of the FY 1974 and FY 1975 budgets, together with
the budget resolution reported by this Committee, demonstrates that
as recession grew the outlay side of the budget was essentially neutral
in effect-with the permanent budget growing at a rate equal to inflation, and unemployment compensation food stamps and other income
security programs responding passively to the impact of unemployment.
The budget resolution approved by the Committee would continue
this impact in FY 1976--except for the addition of only $4.5 billion
in temporary recession-fighting expenditures.
This means that the burden of producing additional employment
under this budget must be borne almost entirely by the modest $23
billion tax cut enacted last month.
However the bulk of these tax cuts are one-time rebates and will
take effect before June 30 1975, during fiscal year 1975. As the table
below shows, only a net oi $8.3 billion provided under the Tax Relief
Act will remain to be distributed during fiscal year 1976.
Revenue stimulus in l4eoal year 1976

$10.7
-----------------------Tax Reduction Act of 1975
Tariff on imported oil imposed by President --------------- 2.4
8.8
-------------------------Total tax reduction
0.6
----------------------------------Percent GNP

And virtually all of this impact will come in the first half of the
fiscal year, between July 1 and December 31, since the major provisions
of the Tax Relief Act expire December 31, 1975.1

We are hopeful and confident that the Tax Relief Act will be extended, providing an added. $4.4 billion in stimulative and badly
needed tax relief. But, even so, much of this amount is likely to be
offset by increased energy-related taxes and other tax changes. The $2
billion offset estimated by the Committee is, we believe, conservative.
Under the expenditure and revenue projections in the Committee
Resolution, there will be a maximum of $10.7 billion in aggregate employment-generating tax relief.
Maximum revenue stimulus under committee resolution inoluding

Tax'Reilef Aot extenion

----------------------------------Existing law
---------------------------Extension of tax relief
-----------------------------Less Gas Tax---Total tax reduction

-----------------------------

$8.8
4.4
2.0
10.7

This amounts to 0.8 of I percent of our total annual production
(GNP). It is simply not enough.
'The $80 personal tax credit, the increase in the minimum standard deduction, and the earned income credit all expire December 81.
52-659 0 - 75

-
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AN APPROAcH TowAR) TFmnoRARY REcovwRnY PRooRAMs
A number of temporary programs are now before the Congress.
These include additional pub ic service employment; temporary fiscal
aid for State and local governments; health insurance for the unemployed.; accelerated Federal procurement, construction and modernization; quick-impact State and local public works; interest subsidies
to encourage housing purchases and permit moderate income families
to own their own homes; and mortgage loans or loan guarantees to
help the temporarily unemployed retain homeownership. Each bears
promise of putting Americans back to work, and then disappearing
as the economy returns to health.
Many of these proposals are still in the process of development.
Hearings on most are not yet complete, and in many cases the legisla..
tion will undoubtedly be substantially changed 'before enactment.
Some proposals may not be enacted at all.
We simply do not know enough at this time to make final judgments
about each of these programs. And this kind of specific decision is
well within the proper function of the authorizing and appropriations
committees.
In its present form, the budget resolution and underlying report
would permit only $4.5 billion for temporary recovery programs--of
which $2.4 billion has been requested by the President for public service employment (including summer youth jobs).
Temporary recovery programs included by Senate Budget Committeo
Program and target outlay
Bilions

Public service employment
------------------------------$2.9
Railbed improvement
------------------------------------.
6
Housing aid
------------------------------------------.
4
Accelerated Federal procurement, renovation and construction ----------..
6
Total temporary recovery outlays targeted by Committee ---------- 4.5

We believe that this first budget resolution should present the Senate
with a range of additional choices, and a recommended maximum
additional expenditure level of $9.0 billion.
These added expenditures would save at least $3billion in increased
tax revenues and decreased income security outlays. An additional
$2.5 billion could be raised without adverse economic impact by
prompt enactment of overdue tax reforms--which would permit those
who have enjoyed special privileges to. participate to a small extent in
the hardship shared by so many Americans. And so the net increase
in deficit need be no more than $3.5 billion, while the full employment
budget would remain in surplus.
Impact of added temporary recovery programsas proposed
BilUoin

Outlays
-------------------------------------$.0
Less savings-------------------------------.
8.0
Less tax reforms
----------------------------2.5
Total

--------------------------------

.5
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We also believe that we should recommend three principal criteria
by which to juage among temporary recovery programs:
FirMt, the need for programs with a quick impact on the
economy;
Second, the need for programs with the maximum impact on
employment; and
Third, the need for programs whieb clearly phase out as the
economy recovers.
The authorizing and appropriations committees, then, would
make the final determination as to program merit and mix.
Just as the appropriate committees and then the full legislative
process would make final decisions with respect to priorities among
temporary recovery programs, it would be the responsibility of the
tax committees to meet the revenue targets with changes in tax policy
which would not have an adverse economic impact. Speed would be
needed; however, the needed revenues can be obtained through closing tax expenditures which have already been studied at length.
The urgency required of the tax-writing committees is no greater
than that required of the authorizing and appropriations committees
if a recovery program is to be ready by the beginning of the fiscal
year. And the depth of the recession surely justifies urgent congressional action.
BENEFriTS OF ADDED TEMPORARY RECOVERY PROGRAMS

The additional temporary recovery programs proposed above
would-while adding only $3.5 billion to the total deficit-produce
a million additional jobs? As this increased employment "ripples"
through the economy, overall production (GNP) can be expected to
rise by roughly $25 billion. This would be reflected in higher wages,
higher profits, and more normal workweeks.
Most important, this addition to the budget will be sufficient to
achieve the goals established by the JEC-normal employment levels
(5 percent) and the prospect of balanced budgets by the end of 1978,
and the real hope for full employment by the end of the decade.
This analysis rests heavily on economic forecasts prepared by the
Committee staff and independent economists. We know that these forecasts are far from perfect. But they are the same basic forecasts
used in the Committee report. And for the last 2 years virtually every
forecast has been overly optimistic of recovery.
The increase we propose is a modest one. Our fear is not that it will
be too much, but too little. And our hope is that, whether such an
increase is later adopted or not, the Committee will continue to
closely watch the unemployment rate and other indicators-with a
view toward recommending additional recovery outlays if and as they
are needed.

ISubject to variation based on the eventual program mix.
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THE DEFICIT

We believe'that each of us is as genuinely concerned about baloapced
budgets and large deficits as any Member of Congress.
But the deficit which most concerns us is the deficit in employment-and it is that deficit which accounts for 100 percent of the
budget deficit we face today.
Much has been made by the Secretary of the Treasury, Mr. Simon,
of the danger that Federal borrowing may "crowd out" private borrowin in tfe credit market.
Weave little to add to the convincing argument put forward by the
Committee report. Certainly the additions we have suggested, which
would increase outlays by 2.5 percent and the deficit by 5 percent,
should not alter those views.
The fact is that the private credit market is slack, and will remain
slack until real economic recovery is well underway. Only permanent
spending, which would continue undiluted as the economy recovers,
would run the risk of creating a "credit crunch."
The additional programs we have suggested do not affect the permanent budget, which would retain a surplus at full employment.
And these additions, together with the $4.5 billion in temporary
programs included by the Committee and the $15 billion in extra unemployment compensation and other automatic stabilizers would disappear as the economy recovers.
If recovery is faster than we predict, revenues will be higher, expenditures will be less, the deficit lower, and public demands on the
credit market less. Thus, as the economy recovers, there will automatically be added room in the credit market for private borrowing.
And at full employment there would be no deficit financing at all.
We have said that the budget deficit poses no serious threat to our
credit markets. But there are serious threats.
As noted in the Committee report, if the Federal Reserve Board fails
to accommodate and support new economic growth by allowing the
money supply to grow as well, then there may well be a "crun h"-caused not by deficit financing but by Federal Reserve policy.
And ill-advised debt management practices by the Treasury Department can contribute distortion to the capital markets.
The recent Treasury decision to borrow in the long-term market
(8Ns of 1990) where interest rates are relatively high, rather than
in the short-term market where rates are lower, is a case in point.
That action has already forced long-term rates higher. It also will
cost the American taxpayer billions of dollars in higher Federal interest payments on hgh-interest long-term Treasury bonds.
A stable and sustained recovery requires the cooperation of the
Chairman of the Federal Reserve Board and the Treasury Secretary.
We believe that a sustained dialog between the Congress and these
crucial policymakers can build a base for a cooperative policy. We are
encouraged by adoption of the resolution callingfor quarterly review
of the federal serve policy before the Joint Economic Committee,
and we believe it is crucial that this Committee and every committee
with economic jurisdiction give monetary and debt management policy
the closest continuing examination.
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In pt recessions we have succeeded in stimulating recovery
throuajh budpt policies. But we have done so with permanent deficits
whicled to inflation once recovery had been reached.
The Committee has wisely proposed combining.restraint in the
permanent budget with the addition of temporary .programs in an
effort to learn from past mistakes. It would be t'gic ifhaving learned
the wisdom of temporary programs, we failed to use that lesson boldly
enough to deal with the massive nature of the current recession.
III. CONCLUSION
Washington is a company town.
The company is the Federal Government. And Federal employment is one area of our economy that suffers little from recession.
We who work here in a climate of relative comfort must not be blinded
to the wave of layoffs, shorter workweeks, and reduced income which
is centered in our great industrial centers and spreading throughout
the country.
We are encouraged by the adoption of the Budget and Impoundment
Control Act and the establishment of this Committee. We are deeply
grateful for the leadership of our distinguished Chairman and the
work of the Committee's fine staff which has been assembled so quickly
and pressed to work with such great haste. We are deeply hopeful that
through our work on this resolution and over the remainder of this
year the Committee can contribute to resolving the economic crisis
which-we believe-is the gravest current threat to our national
security.
WALTE

F. MONDALE,

JAMEs ABoUPmzx.
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SEPARATE VIEWS OF SENATOR JOSEPH R. BIDEN, JR.
I support the concurrent resolution reported by the Senate Budget
Committee, but I do so with some misgivings. First, I want to make it
clear that none of those misgiving relates to the new budget process
itself. Quite the contrary. I believe that our first effort has proceeded
well and, for a first try, accomplished what was intended. This must
certainly be one of the most difficult budget-mak years that this
country has faced in recent times. I think that the only thing that will
save us from totally unacceptable fiscal decisions will be the existence
of the discipline this new process imposes. Making a budget under the
stringent requirements of the Congressional Budget Act of 1974 is a
sobering experience. It required a careful examination of the consequences of every action we took. It has worked so far. I intend to do
my part tp make the rest of the process work. While I may have some
disagreement with the result, the result is much better because of the
existence of the new budget procedures.
NATIoNAL

DmFNsz

I must state my concern over both the outlay and the budget authority figures for national defense. I do not believe that the final
Committee figures of $91.2 billion in outlays and $101 billion in budget
authority represent an appropriate alignment of national priorities.
Further I have to challenge some of the foreign policy assumptions
on which the Committee's figures seem to rely.
In his Annual Report, Secretary of Defense Schlesinger says that
... the United States can afford both increased sociaFl prgrams
and an adequate posture of defense; the two objectives are not incompatible and we do not have to trade one for the other." It is clear from
h'is budget that the President does not agree with this. Further, giVen
the Secretary's definition of "an adequate posture," neither do' InX
the budget presented to us, the defense finction iq early in a favored
positiQn in relation to other activities of our Goternment. Many of the
other functiops were not adequately funded and, given our present
fiscal condition, cannot be unless defense costs are reduced. WhIle I
am generally pleased with the shifts in s ending priorities that the'
Senate Budget Committee has made, I stilM believe that iwtional defense outlays should be closer to the $87 billion level than I proposed
during Committee deliberations.
ADEQUATE DEFENSE

•

We must maintain our position as the most powerful nation in the
of that. There are many risks in the world
world. There is no question
today and military power is essential to oir national security. We must
be able to deter the potential threats that exist. This is not the issue.
The issue is whether the defense budget, as proposed, is required to
"
(121)
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accomplish our goal. I think not. I do not believe it is necessary to
add three new divisions to the Army at this time. I do not believe our
foreign policy commitments require maintaining current levels of
troops in Asia. I do not think it makess sense to bur-den ourselves financially to develop overly sophisticated and unnecessarily complex weapons that add only marginally to our defense capability. I do not accept
the fact that adequate deterretice includes the ability to do eveythi•
our adversary can do-and more besides. I reject the argument ma e
by some that high levels of spending for military research and development is the best or only way to maintain American technological excellence. I do not believe that defense expenditures should be treated differently from others in making allowances for inflation. If you accept
the above, then it is not diffcult to reduce the levels of defense
TAX ExNwnv
spending.
Moving to another area, I would first like to reinforce the language
of the Committee report on the importance of tax expenditure policy.
I regret that the Committee could not find a way to treat the subject
more adequately this year. I submitted a proposal to the Committee
that I believe could have produced at least $5 billion in revenue the
first year (and, of course, much more in subsequent years). Acceptance
of some proposal of this order of magnitude would have*made the
budget deficit this year much more acceptable to me. We must certainly
organize ourselves to do a better job in this important area next year.
MoNrroPxwo THE ECONOMY

This is a critical time in the movement of our economy, which makes
it a difficult time to prepare a budget. As the Committee report notes,
there are some signs of economic up-turn, but such dismaying things
as the continuing climb of unemploment may make those signs illusory. The totals suggested by the Committee walk a thin line that is
appropriate to the economic uncertainties of the times. In most ways I
think the budget we propose follows the advice we received to proceecslowly and cautiously, examining the results of measures already
taken before taking others. I hope we will continue in a regularized,
formal way to monitor the behavior of the economy and its relationship to both the expenditure and revenue sides of the budget, If we
find that unfolding events require change, I hope that we will be flexible enough to call for it and not insist on the integrity of figures that
have outlived their time.,
STIMULATING THE ECONOMY

I do not share the optimistic view that this budget# as drawn will
have the highly predictable results of reduchiig' nciion and unemployment without raising either interest rates or inflition'iIates. While I
share the hope of others that the Federal Reserve Boord will do what
it can through monetary policy to support the budgetaiy effort, I think
we should not place too much reliance there. This is not because I question the good faith of those who set monetary policy. It is because I
believe that both monetary and fiscal policy are blunt instruments.
Sometimes their impacts are not at all what was expected or intended.
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I am still concerned, after all the hearings and discussions, that the
stimulus this budt will provide is too much, too late. If the economy
moves more quic y toward recovery than we now anticipate, we may
find that the deficit tends to move us again toward do-uble-digit inflation. It also may tend to compete in the credit markets with newly
awakened private investment opportunities, as well as with State and
local borrowing. It may well be that the time to have done some of the
things we are doing now was last summer when some economic wit.
nesses were telling us that recession, not inflation, was the real problem. Now, as the consensus of economists is that the economy is about
to turn around, we are finally beginning to react.
While the Committee substantially reduced the amount of funds for
countercyclical proposals--those allegedly designed to provide stimulus when needed and cut themselves off when not needid-the report
language seems still to support strongly their use. I do not advocate
massive new permanent spending programs this year, but neither am I
convinced of the usefulness or effectiveness of the Z1tempore7ry selfdestructing" type either. My questions are simple, but basic: will they
really stimulate and will they really start andstop on signalI
With regard to most public works programs, the Committee report
documents the difficulty of getting such programs to begin promptly
and be carried to completion expeditiously. The report points out that
such programs usually begin their stimulus too late and end it too late.
Programs of emergency fiscal aid to State and local governments
bother me as a sort of backdoor approach to meeting national economic
problems. We cannot be certain that such aid will be used by the recipients in a manner consistent with national goals. Nor do we yet know
how to build, much less get approval of, a formula that will deli~r the
money where it is needed. While the recession has not helped, I believe
that most local problems, particularly in city governments, are not essentially the result of recession. They are the culmination of a variety
of urban fiscal problems that have been building up for years. That is
why I do not believe that emergency fiscal aid can be readily shut off
when the recession ends. Our State and local governments are faced
with serious problems. We should not, particularly at this time, jump
in with temporary "solutions."
Another temporary stimulant is public service jobs. I can and do
support a-reasonable program of this sort. The basis of my support
is largely the need to reduce human suffering in these difficult times
rather than any real economic benefit that I perceive. Beyond this, I
have grave doubts that these programs in fact will be aimed by their
State and local users toward reducing unemployment rather than
simply using these Federal funds for existing or planned jobs. My
faith in our ability to have effective countercyclical programs such as
these is further shaken by one of the recommendations of the U.S. Conference of Mayors presented to the Committee on March 5. This recommendation was that public employment legislation be amended "to
provide for deescalation language that would prevent immediate cutoff
of Federal public employment funds as the economy returns to acceptable levels." I think this represents, unfortunately, the way such programs really work.
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Along with the most conservative economists I have heard, I recognize the inevitability, even desirability, of a deficit under present economic circumstances. I recognize that the deficit is causedlargely by
the loss of revenues occasioned by the recession plus the expanded costs
*of such programs as unemployment benefits. I do support some shortterm programs-examples that come to mind are the railroad .public
works program, emergency housing programs, aid to small businesses
in distress--but not many. I do not believe that we can literally spend
our way out of a recession through massive "temporary" spending
programs without risking serious secondary effects.
BASIc ARMUMw~i~
I think it is clear from these views that--except in the areas of
defense outlays and tax expenditures--I am in basic are nt with
the figures in the Concurrent Resolution. I am interested only in looking at the other side of the coin in a way that the Committee report
does not. I think we must look at the dangers of what we are doing as
well as the possible benefits. In all of this,ihowever, I still find that one
of our best hopes for sound fiscal policy-despite any disagreements
as t;o what that is-lies in following the budget process that we have
adopted for ourselves.
Josur, B . Bn•, Jr.
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SEPARATE VIEWS OF SENATOR ALAN CRANSTON
It is with great reluctance that I find it necessary to state separate
views.
This Committee worked long and hard to examine the entire Federal Budget to the extent possible within constraints unique to the
first year of the congressional budget process. The functional totals
that were adopted by no means all reflect precisely my own views, but
these appear in the report, not in the resolution.
I believe that the extended discussion and examination of these
issues within the Committee hps produced a resolution generally
worthy of support at this time.
The Budget Committee received and carefully considered reports
of other committees as we developed the totals in functional areas
which added up to the totals in the first concurrent resolution on
the budget. In adopting a responsible functional category approach
the Committee rejected "meat-axe" approaches to budget-cutting and
eliminated demonstrably inaccurate, though Politically useful, revenue
projections which the President had included in his budget. Although
the deletion of $4 billion in projected Outer Continental Shelf oil lease
revenues adds $4 billion to the size of the Committee's projected Heficit, in comparison with the President's, the President's deficit was
achieved by overstating such revenues.
I add these separate views primarily because I believe that the Committee abandoned careful consideration in adopting its final totals in
the area of national defense, and also because I am concerned about
the adequacy of amounts suggested for temporary recovery programs.
INORMAT•oN
ARM

BEioU

¶'HE Coxmnu

SERVIOM OOMMr1rFE REPORT

In its report to the Budget Committee, pursuant to section 801(c)
of the Congressional Budget Act of 1974, the Committee on Armed
Services reported an inability to complete examination of defense
budget requests. Instead, the Committee recommended "using the executive branch fiscal year 1976 requests for the overall budget category
called national defense." Accordingly, the figures for the defense category would be:
Budget authority

---------------------------------

Billion

$107.7

Outlays
------------------------------------94.0
The Armed Services Committee noted that those figures included
"the military budget the military construction budget, military assistance to Vietnam and to other countries and other activities related to
national
.
efense." They. also include the assumption that military,
civilian, and retired pay increases in fiscal year 1976 will be held down
to 5 percent and that the oil import tax does not require increased
•(126)'
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defense expenditures for oil. If these poliHy assumptions do not stand)
-$.0-8.5,billion to the defense budget request."
it could add
AMJOPRTIONS 0OMErrrI

•.

RMEor

The Appropriations Committee in its report to this Committee, also
was unable to provide any detaileA examination of the defense budget.

Rathp-, it reported:

The fiscal year 1976 budget request which the Defense Subcommittee will consider... is'$97.8 billion in new obligational authority. This request is $15.7 billion over actual apn
pro rations for fiscal year 1975. Of this increase, about $6•9of
billion is caused by inflation with a real program growth
approximately $8.8 billion. ¶The increases relate to the investment accounts (procurement and research and development).
[Emphasis in original.]
After careful consideration of all the factors involved, the
subcommittee has recommended a target ceili-ng of $92.8 billion in budget authority-a reduction of $5 billion below the
budget request.
The basis for this figure was not provided, nor was there any discussion of how the proposed cut would be applied to the budget.
A second subcommittee of Appropriations, on Military Construction, submitted its views as follows:
Based on historical analysis of prior actions, the Military
Construction Subcommittee will attempt to reduce budget
authority by $225 million below the President's request and
outlays by $148 million below the request for 1976.
SECRETARY OF DEFENSE REPORT

Secretary Schlesinger, responding to the requirements "ofthe Conposture
gressional Budget Act, submitted to the Budget Committee hisincluded
time
statement regarding national defense, which -for the first obligational
a 5-year projection of future defense budgets, in total
authority, as perceived by DOD.
BUDGET COMMITTEE HEARINGS

This Committee then conducted hearings in, which distinguished
paneli•t, including DOD representatives, examined the merits of the
decided
MOD "turn-around" budget. Although Secretary Schlesiger
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Congress ought to specifically review; and that if Congress had diffri assumptions about global strategy and the U.S. role in the,
world, substantial cuts could be made in the defense budget without
injuring national security.
THREE CONGRESSIONAL OPTIONS

Secretary Schlesiger himself suggested this approach in his posture
statement in outlining the three choices he presumed were before the
Conoese with respfcto the defense budget:
(i) First to make a percentage cut of about 5 percent in the request.
Implying tihat this would give the United States the shadow rather
than the substance of military power, the Secretary stated that were
this our chosen course it should be adopted explicitly, rather than
"in a casual and impulsive fashion over a period of time." He thus
rejected the nonspecific, lump-sum defense cut, unrelated to defense
mission or objectives.
(2) The second choice offered by the Secretary was to recognize the
connection "between the safety, interests, commitments, and foreign
policy of the United States on the one hand, and the size, composition,
and deployment of our defense establishment on the other." While the
Secretary s statement of this position assumes that DOD correctly
perceives its budgetary needs in carrying out any defined mission-an
assumption that bears further examination-it does recognize the intimate relationship between mission and budget.
The defense budget request for fiscal year 1976 assumes that the
United States needs to continue substantial military.assistance to Vietnam, Cambodia, and a series of unnamed other nations. It assumes that
we need "essential equivalence" in the strategic characteristics of our
weapons posture. Despite the fact that the Secretary sees no threat to
our deterrent "for the next several decades," Congress is asked to support characteristics of strategic weapons in which we may be behind-even though we have an offsetting capability. "Essential equivalence"
is a radical, expensive, unnecessary and, I believe, a misguided,
departure from the Nixon defense posture of "sufficiency."
There is a critical difference here which the Congress and the American people must understand. I question very seriously whether the
UW.nited States should return to a military defense posture which is
dictated by a discredited "arms race" philosophy. W's must not allow
ourselves to mistake the need for military strength and national security for a "me too" approach which threatens endless arms escalation
ever-increasing and ever-more-enormous expenditures, and heightened
international tensions.
The Schlesinger budget assumes our total need for troop strength
has not been satisfied, and that, as a result, the potential manpower
saving achieved by trimming unnecessary "tail" (service and support
troops) must be immediately restored as "teeth" (combat troops) by
creating three new divisions over our present thirteen. Neither the
risks to which the United States was exposed without such additional
"teeth", nor the increased threat which is deemed to justify the establishment of three new divisions, are adequately explained. In fact,
Congress has made plain its view that the Ulnited States should limit
military intervention to parts of the world where our national interest
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is at stake and, specifically, that it is not in the national interest to fight
a land war in Southeast Asia.
(8) The third choice perceived by the Secretary is the acceptance
by Congress of not only the DOD's perception of global responsibilities as presented by the Secretary-seeming to suggest that the United
States must keep on trying to be the world's policeman-but also
DOD's perception of the manpower and weaponry necessary to carry
out that responsibility. Calling this choice "more reasonable", the
Secretary makes plain that "such a choice implies acceptance not only
of the administration's budgetary request, but of the strategic concepts on which it is based."
However, to accept all or much of this defense budget this year without a detailed examination is to lock in place the Schlesinger strategy.
We will have committed ourselves to t~he purchase of a camel after
examining only the tip of the camel's nose that shows up in this year's
outlay budget. The national defense budget is projected at $149.4
billion in budget authority, and $141.4 billion in outlays in 1980, according to the President's own budget figures. Based on past experience with the costs of weapons systems, this is bound to be an underestimate, unless Congress exercises its responsibility to restrict some of
the projected budget authority now.
If we wait until next year to apply the missions approach to our examination of the defense budget, we may well find that we have permitted the authorization of the expenditure of billions of dollars
Presently and vitally needed for our economy. We may also have
ocked 15ongress into the purchase of weapons systems of arguable
need which will be purchased over a period of years, depreciating
our ability to deal with significant national priorities, and causing
expenditures during periods of recovery which may in themselves be a
factor in triggering inflation.
THm PROOCDUREm

OF i'rn Coxvrim

One purpose of the defense budget hearings held by this Committee
was to assist in the accomplishment of a goal described by Senator
Chiles to Chairman Muskie, on March 10, 1975: "to have the Budget
Committee provide, for the first time, a forum*for examining highorder decisions of defense policy and strategy which can be clearly
linked to budget actions."
Senator Chiles points out that "This approach to the national defense budget was recommended unanimously by the 12-member Commission on Government Procurement" of whch he was a member.
When the debate on the national defense function in the Committee began, an attempt was made to achieve this kind of discussion.
Specifying areas of the defense budget in which the Committee did
not share the assumptions of the DOD budget as presented, the Committee was able to achieve a majority of votes indicating that a cut of
$3.6 billion in outlays from the budget request of $94.0 billion was in
order, leaving $90.4 billion in outlays, or an increa8e from fiscal year
1975 to $5billion.
Pursuit of this approach was abandoned the following day after
some members of the Committee stated that they had become per-
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suaded that the cut we had made in defense was so deep that DOD
would be forced to turn loose 175,000 personnel. The Committee then
voted to restore $800 million, raising the outlay total to $91.2 billion.
Although not available to me while Committee consideration was
in Progress, a copy of the DOD memorandum upon which the hypothetical 175,000 personnel cut" was based, has now surfaced. Under
scrutiny, it is at best misleading.
DISOPA•OCE

IN TM DOD

0MO

Several discrepancies are apparent:
(1) Although the President's budget reflects 5 percent caps on
military and civilian DOD pay increases, and military retirement pay
increases, thereby saving $1.8 billion in fiscal year 1976 outlays in "uncontrollable" accounts, the memo assumes that the Congress may not
achieve any further savings in "uncontrollable" accounts. Since such
accounts am controllable by action of the Congress, such an assumption is both inconsistent with the President's budget and not well
founded.
(2) The DOD paper confines itself to the $92.8 billion requested
by the DOD in fiscal year 1976 outlays, ignoring the fact that the
total outlay request by tha President for this functional category
is $94.0 billion. By ignoring the additional $1.2 billion, the memo
artificially inflates the percentage of the Committee's proposed cut, by
comparing it with DOD-requested controllables, rather than national
defense outlays. The additional outlays are in the ERDA budget,
and are for Iresearch and development including underground testing of new nuclear weapons and weapons concepts in support of DOD
requirements, production of nuclear weapons, and maintenance of currently stockpiled weapons." Cuts in Minuteman III, or in the Trident
program, for example, could come from the ERDA portion of the national defense budget. However, the DOD memorandum assumes that
all of the then proposed Budget Committee cuts from the budget request would have to be levied against only the controllable portion of
the DOD part of the national defense budgt.
(3) The hypothetical 175,000 personnel cut could result only if the
Committee's carefully considered basis for proposing and applying
its cuts were totally ignored, and, in its place, DOD suggested its own
hypothetical application of the cut.
(4) DOD suggests it might be able to "live" with a $1.9 billion cut
from its request, but does not make clear that for this amount to be
consistent with other DOD assumptions, it should come from the DOD
budget request, reducing it to $89.9 billion, not from the total national
defense request.
(5) The DOD assertion that it recognizes "the significance attached by the Senate to making prominent cuts in defense-to free
up funds for social and economic programs" is contrary to the actual
rationale the Committee used in identifying specific DOD requests as
excessive or in rejecting Secretary Sc lesinger's assumptions. This
DOD assertion of the Committee's reason for making duts contradicts
Secretary Schlesinger's own thesis that Congress ought to examine
the strategic and policy assumptions of the defense budget, before
deciding how much of the budget is necesaryto our national security.
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COMMIT

•.

ACTION

The Committee spent some time examining the 15.1 percent inflation
assumption (deflator) and decided that a 10 percent factor would be
more realistic. We attempted to determine, without success in the time

available to us, the amount of military aid that was contained in the
President's budget for Cambodia in fiscal year 1976. We were also
unable to identify the purpose for substantial increases in foreign
military assistance which was not earmarked for Cambodia, or Vietnam, or Israel. The Committee did not locate the billions of dollarsapparently some $6 to $8 billion--concealed in the defense budget for
intelligence, and thus its real knowledge of the validity of any item in
the defense budget is critically incomplete.
The Budget Committee then approved restoration of $800 million
in outlays that the Committee had previously agreed to cut, and approved the first national defense budget in the Nation's history having new obligational authority of over $100 billion.
Our national resources are too small, and our needs are too great,
for me to accept this action and this procedure with equanimity.
I firmly believe that each dollar spent on defense unnecessarily
could be better used to support temporary recovery programs, underfunded by the Committee, which would, unlike defense dollars, not
commit us to expensive, long-run programs which will continue to
burn up our financial resources long after the economy has recovered
from its present malaise.

POTENTIAL DE NSE CUTS

•'

The information which the Committee has gathered reveals several
debatable assumptions which I believe the Senate should bear in mind
as it applies the budget advice of this report to the authorization and
appropriation requests that will come before it in the next several
months. While the Committee has. suggested in its report numbers
which provide some guidance to authorizing and appropriating committees legislating within functional areas, the Committee did not intend to mandate spending up to its functional totals, in defense or
any other functional area. Hence, I encourage Senators, in making
spending decisions affecting the national defense function, to examine
closly the assumptions and other judgments that are implicit within
the defense budget.
Senators who, like me, disagree with one or more of the debatable
assumptions implicit in the defense budget can realize substantial savings in defense spending by eliminating the manpower or weaponry
that result from these assumptions. Using this approach-and by disagreeing with some, but by no means necessarily all, of the assumptions-I believe it is easily possible to cut fiscal year 1976 national
defense outlays to $89.0 billion, and perhaps to as low as $87.0 billion,
or lower. By the same means, I believe new budget authority can be
reduced to $99.6 billion, and perhaps as low as $96.7 billion, or lower.
While any of the aforesaid figures represents a significant cut in the
Schlesinger budget request, all would still leave defense expenditures
in both outlays and budget authority higher than fiscal year 1975
totals.
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DEBATABLE ASSUMPTIONS IN THE DOD BUDGET

Debatable assumptions that are the foundation of the defense
budget include the following:
-That the Vladivostok agreement means that both nations must
race to reach its ceilhngs.
-That we must maintain 'essential equivalance"
strategicfor
weapthe
a secureindeterrent
ons, despite our present possession of
foreseeable future.
-That the present world situation requires the creation and equippage of three new Army divisions.
-That we need a hard-target capability for the Trident submarine
system.
-That current world conditions require further development and
procurement of advanced ICBM's and SLBM's in excess of our
current overkill capacity.
-That we need an airborne surveillance command and control system (AWACS) housed in a large airplane, at a cost of $111
million per unit, to provide battle management in tactical air
warfare.
-That we need to continue an ABM effort, to defend our ICBM's.
-That we need to modify 747's and DC-10's to a convertible cargo/
transport configuration at a cost of $6.8 billion.
-That we need to maintain U.S. forces in Taiwan, Korea, Thailand, Japan and the Philippines, which leads to a total estimated cost ?or the Asian force posture of between $20 and $25
billion per year.
-That we need overall to maintain 511,000 military personnel
overseas in 33 countries.
-That we need to procure an additional 50 Minuteman III missiles at a cost of $270 million for flight testing and possible
future deployment, even though we already have the 1,000
Minuteman III missiles originally desired.
-That the possibility of nuclear air attack justifies spending $88
million on civil defense as a starter, with far vaster expenditures to follow, once we move in this direction.
-That we need to authorize $130 million in new budget authority
for procurement of the SAM-D missile, even though its production has been delayed because its guidance system does not
work.
-- That we need to develop a new battle tank at a cost of $1.9 million
each.
-That we need a new tankerfrargo aircraft to support general purpose forces.
-That we need to authorize $4.2 billion in new budget authority
for shipbuilding of a variety of ships.
-That we need both an all-volunteer Army with a fully subscribed
recruitment quota and a selective service system, at an annual
cost of $47.9 million, for "the development of alternate contingency processing procedures designed to increase the system's
capabilty to meet the DOD manpower requirements in a major
military crisis should existing procedures prove inadequate.'
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MORE STI[ULUS MR THE ECONOMY AND OTEM CRITICAL FACTORS
I do not believe we have exhausted our ability to make cuts in outdated or unwise Federal programs. Indeed, we have barely begun this
process. I believe that certain parts of the LEAA program and new
highway construction spending are places where budget cuts or realocations of funds must be seriously considered. Other members of
the Committee have made tentative suggestions of ways to decrease
costs and increase cost-effectiveness within certain functional areas
which I think should be pursued.
To the extent that savings are realized in the areas I have discussed
(and I strongly believe they should be realized) and that revenues
are increased through reform in the tax expenditure budget (a task
which also must be undertaken) some and perhaps all (depending on
the total) of the resulting funds should be pumped into temporary
recovery programs until we have emerged from the present recession.
I share in large measure the sentiments expressed by Senator Mondale in his separate views and the general thrust of his conclusion that
the amount allowed for these temporary programs in the Committee
budget will not be enough--either to promote a rapid reduction in
the rate of unemployment, or to bring about a prompt recovery from
our deep recession. To some extent, I fear that the Committee.s quite
proper concern for macroeconomic issues tends to mask the microeconomic realities occasioned by staggering numbers of unemployed
workers, discouraged workers, and workers with depleted paychecks
because of drastically cut workweeks. Nothing is more harsh or real
than the human suffering and tragedies in as many as one of seven
Ameriran families torn by the strife of mortgage foreclosures, bankrupt Fmall businesses, wiped-out life-time savings and investments
lost I ealth insurance protection, and the debilitation, frustration, and
insec irity of being out of work.
Ai the same time, it seems likely to me that, despite its arduous effort ind careful consideration, the Committee may have incorrectly
proj&cted some program costs, may have been over-optimistic in its
revenue projections--whether from taxes or from OCS oil leasesand n ay have failed to take into account all the new spending ideas
that the President may promote or Congress may conceive and fund
as the fiscal year progresses, especially if the economy continues to
deteriorate. These factors are virtually certain in my opinion, to in$
crease the projected deficit.
Given the present economic situation and the currently incomplete
state of our knowledge, I do not believe it wise to project now a greater
deficit than is projected in the Committee resolution. I know that the
Committee will be watching the economy carefully during the period
between the first and second concurrent resolutions on the budget. I
certainly will do so. Should economic recovery lag, we will have to
reconvene to consider necessary revisions in order to increase
stimulation.
CoNCLUSION
The Committee's efforts this year represent an historic beginning. I
believe the Committee, operating under severe constraints, has taken
a critical first step toward establishing an effective congressional
budget process. It is very clear, however, that our work has only begun.
52-659 0o75 - 10

ALAN CRANSTON.
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CONCURRING VIEWS OF SENATOR JAMES ABOUREZK
I strongly share the views expremd by Senator Cranston and con-

cur completely in his statement of them.
(133)

J(1S ABORz.
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MINORITY VIEWS OF JAMES L. BUCKLEY AND
JAMES A. McCLURE
AN ALTERNATIVE ECONOMIC PLAN

A PRoPmOL

FR SusTAINw RQOVIRY

Naftra non. facitsalhm
The assignment of the Senate Budget Committee is to review the
bud et of the Government of the United States for its total impact.
Forliterally the first time the Senate has the occasion to specifically
address itself to the aggregate budget and national economic policy,
especially as it involves the budget. The process itself is an important
step toward rationally addressing economic and budgt questions,
which has for too long been limited to ad-hoc approaches. The fact
that we fundamentally disagree with the economic method and conclusions of the Budget Committee does not dampen our enthusiasm
for the Committee's potential. But, it is not the exercise that is important-it is the result that matters. If we were now to applaud having
undertaken the exercise without questioning the product, we would
subvert the very purpose of the act. It is, therefore, not only impossible to accept the Committee's recommendations but it would be likewise irresponsible to fail to comment on the underlying concepts
which gave rise to those conclusions.
ROLE IN T•

ECONOMY

The Federal budget plays a ma or role in the economy of the United
States. While there are some who might overestimate the budget's
potential for doing good, there is no question but that as an economic
phenomena it is very important and necessarily raises questions about
the health and trends of the economy. Unfortunately, the condition of
the Nation's economy is deeply disturbing. While the economy has
shown great strength and resilience since the end of the Second World
War, we would be fooling only ourselves if we failed to take cognizance
of an increasingly disturbing pattern of alternating inflations and
recessions; in the last decade, the pattern has become far more troubling. If a term can be used to describe the pattern it is the "inflationrecession" cycle, where alternating inflations and recessions met progressively worse and more troubling. The latest cycle began 'in 1972.
It began with an inflation which reached, as all of us know too well,
double digit heights in 1974 when the consumer price index rose 12
percent and wholesale prices nearly 20 percent. For a period of 4
months from July to October, wholesale prices were going up at a
startling rate of 80 percent per year. It has only been in the last few
months that inflation has begun to abate, with declining rates of increases in the Consumer Price Index (CPI) and actual declines in the,
Wholesale Price Index.
0(135)
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While inflation abated over the last few months, the economy has
undergone a recession at a rate which caught most economic observers
by surprise. That recession replaces inflation is, however, no surprise..
Inflation induces business to build unsustainable inventories at the
same time that it reduces real wages and purchasing power. Inevitably
t
spending and production cuts follow. p
The President and the Congress take altogether too lightly the
looming threat of a new inflationary spiral and a consequent recession
or depression. We say both the President and the Congress because, to
us, it appears that both branches of the Government are relying upon
a theory of economic recovery which is at best dubious.
It has become a cardinal tenet of orthodox economic thinking that
a recession is best met by immediate increases in Government spending
and concurrent tax reductions working together to create or increase
the size of the Government's budget deficit. This political/economic
concept holds that deficits are, per ae, stimulative. When the economy
lags, a large dose of deficit spending is seen as an unquestionable cure.
for our economic ills. The world is not so simple. Moreover, if such
thinking is not bad enough, the derivative idea holds that if a big
deficit is good, then a bigger one is better. The best that can be said
for such thinking is that it is entirely wrong-headed. This "bigger
is better" mentality which has taken an administration recommended
$52 billion deficit to almost $70 billion threatens the Nation with
profoundly disturbing economic consequences. It is interesting to note
that recent development of concern for the size of the deficit seems
more traceable to the potential political reaction to such a huge deficit
rather than any retreat from the simple-minded notion that bigger is
better when it comes to the application of fiscal "stimulus."
It is entirely likely that ideas of this nature will continue to shape
the Nation's economy until our economic policymakers, and today
that increasingly means the Congress, come to understand the essential and meanifl relationships which exist between sustainable
maximum employment, economic growth Government spending, Federal deficits, inflation and monetary policy. Americans can be very
sure that as long as outdated and erroneous thinking continues to
prevail holding that the size of the deficit of itself defines the level
of fiscal stimulus the Nation will be forced through more and increasingly serious cycles of inflation and recession. We will not achieve an
economic policy of growth without inflation, a policy calculated to
produce a sustained economic recovery from our present difficulties,
until government faces economic reality.
BUDGET CxOMMITTEE'S R

LUTION

The Senate Budget Committee's Concurrent Resolution recom.
mends the following-for fiscal year 1976:
(1) A Federal outlays level of $365 billion;
A projected revenue level of $295.4 billion; and
A recommended budget deficit of $69.6 billion.'

'The

,

$67.2 mentioned in the concurrent resolution is subject to two anticipated
adjustments. It is expected that the 1975 tax cuts will be extended through
1976, increasing the deficit by $4.4 billion. That increase is to be offset by adoption
of the 5#Ullman gas tax which will increase anticipated revenues by $2 billion if
enacted and in place by January 1, 1976. The recommended deficit is really $9.6
billion.
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Each figure whether it is a projection or a recommendation, should
be analyzed or its economic appropriateness and consequences, including long-term consequences. It is essential that the reasoning
ehindthe various recommendation. be thoroughly scrutinized. If ntent is not in line with likely consequences then the thinking and the
recommendations must be changed.
While the administration has urged upon the Congress a revised
outlays level of $355.6 billion, the Senate Budget Committee is recommending its $865 billion figure because it is believed that the greatly
increased spending levels will aid the economic recovery. If the assumption is incorrect or if the degree of application is incorrect then the
spending recommendations are inappropriate, and could well be counterproductive. Our economic analysis suggests that both the President's
andthe Senate Budget Committee's spending recommendation. are too
large. Such outlay levels are not in the b

interests of the Nation's

economy. They both involve the taking of grave risks which could
abort the economic recovery we now anticipate and undermine the
economy's basic strength.
We recognize that when the economy is in a recession, the stimulative
effect of a normal rate of expansion in the money supply is appropriate
and desirable, and that an equivalent deficit can be accommodated
without inflationary effect. We have no quarrel with this coimmonsense wisdom. But this is a different type and degree of stimulus
than that reflected in the G6mmittee recommendations. Reliance upon
economic policies which only appear stimulative or are stimulative
only ephemerally and which later prove counterproductive will obviously not produce the intended results. We take up first the question
of spending and the size, not of the deficit, but of the budget itself.
It is a mammoth budget that poses a monumental problem. In the long
run its sheer size is the most important question which the proposed
budget raises.
IEVERLS OF SPENDING

..

Estimated FY 1975 spending is to be $814 billion. When the administration urged a $41.6 billion increase for FY 1976 ovqr.this year in
Government spending it did so based on the idea that the increase
would stimulate the economy, which at the time was rapidly deteriorating. The Senate Budget Committee has recommended an increase
in spending of more than $50 billion essentially for the same reason. It
is not accurate to say, as do some observers, that these increases are institutional or beyond control. It is true that some of the expenditure
increases are triggered by entitlement formula; but both the administration and the Budget Committee increased their recommendations
beyond what automatic increases of the "uncontrollables." If the FY
19T5 outlays plus the recommended increases are either not stimulative
or not as stimulative as is being assumed, then what is the Government
doing? To what extent, if any, is the proposed Government spending
stimulative?
Spending 'isstimulative only to the extent that it adds to aregate
spending. ]f the Federal Government spends $865 billion in.
1976
and all of it comes from taxpayers in the form of either taxes or borrowing which if retained would have been spent or loaned in the
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private sector, then the action by Government would constitute nothing more thr~n a transfer of economic choice from private citizens to
Government. In other words, Government spending, unless it uses
private funds which would not otherwise be spent or loaned or Unless
it is supported by the creation of new money, will do nothing for the
economy other than make Government larger relative to the whole of
the Nation's economic activity. The transfer of responsibility for the
spending succeeds only in making big government bigger. Moreover,
in the first instance, because Government spending is not wealth producing, what we are dealing with is not merely substitution but is
actually adverse.
The consequences of such a relative shift are that American families
and businesses will have less to spend because the Government via
legislation has chosen to spend more. What seems to escape the ken
of persons advocating "bigger and better" deficits is that deficitfinanced spending which is unaccompanied by increases in the Nation's
money stock (defined simply: M1 =currency in circulation +demand
deposits) is as much of a tax as increases in the income tax. What is
different about the tax collected through sales by the U.S. Treasury
of notes and bonds is the placement of the burden. Federal borrowings
lace the tax burden upon the Nation's capital and credit markets
from which consumers and businesses seek funds to buy homes, automobiles, new plant and other purchases. Increases in the burden placed
upon capital and credit markets act to decrease purchases of homes,
automobiles, other durables, and plant and equipment. Just as inflation should be looked upon as a tax levied as a result of Government
policies, so should borrowings by the Treasury.
In addition, Government outlays have at least two long-term consequences which the President and the Congress have failed to consider.
The first concerns the individual's relation to the whole of political
society; the second to the economy's ability to absorb the cost of additional increments to the Government's use of the Nation's scarce labor
and capital resources.
PESNAL FREEDOM

~7

One of the least discussed, yet more fundamental, issues of the post
World War II period centers on the economic aspects of personal
freedom. We have paid considerable attention to an individual's procedural political and legal relationship to the State. We have taken
explicit measures to'broaden the political participation of our minorities, women and youths. The criminal law also has undergone considerable changes on the level of procedural requirements. But little
attention has been given to a person's &ubstantivefreedoms especially
as they relate to the enjoyment of the fruits of one's labor and economic independence from government.
Americans have apparently come to take their freedom for granted.
They have come to think of a loss of personal freedom only in terms
of totalitarian regimes that rely on such techniques as terror against
the individual, political control of the press and regulation of the
political process. But it seems to us that we should recognize also that
it is possible to approach and pass an uncertain point at which an
individual ceases to be free in a truly meaningful sense. It is not surprising to us that people in our society are increasingly coming to feel
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trapped, their individual destinies being shaped, not by self-government, but by the instruments of the political process.
At what point do we feel that we are no longer truly working for
ourselves and our own families I At what point do we lose a sufficiently
large number of the opportunities to make our own economic decisions
to conclude that we are no longer free? Some feel that it is alarmist
to think such thoughts, to pose such questions. But these issues are
central to our' political tradition and acutely relevantto today's political economy. Furthermore we conclude that these long-term considerations are quite pertinent to the responsibilities of the Budget Committee.
The reason the considerations of freedom loom ever larger lies in
the trends behind the growth of the Federal Government s budgets.
In 1930, less than 10 percent of the Nation's total spending for goods
and services of all kinds was undertaken by Government at all kvete;
today the figure stands at more than 37 percent. State and local expenditures today account for almost 12 percent of total GNP, the
remainder of the 37 percent total is spent by the Federal Government.
Recent trends are deeply disturbing. If, during the next 25 years,
Government continues to grow at the same rate it has over the past
25, then by the year 2000, Government budgets will account for approximately 66 percent of the Gross National Product (GNP). It is
not sufficient to counter that it is unlikely that Government spending
will continue to grow at the rate of the last 25 years. On the contrary,
there is no reason to believe that unless there is a considerable change
in our political thinking that growth of Government will be as slow
as it was during the past quarter century. When the history of the
recession of 1975 is written, perhaps the major theme will point to
anti-recession spending measures which accomplished little more than
the growth of Government relative to the private sector.
The majority in Congress plans to consider several new major
spending programs which if enacted will transfer major portions of
the Nation's economic transactions from the hands of pivate citizens
t the budgets of Government. One specific example is e proposal for
National Health Insurance. If passed in the form similar to the Health
Security Act of 1975, this program would immediately transfer more
than $70 billion in private spending to the Federal budget and add as
much as $80 billion in new spending on medical care without, immediately, creating any new medical care resources and thus it is sure to
increase the cost of medical care and to decrease quality. The adoption
of that program alone would increase the Government's share of the
GNP to more than 45 percent
Now it may be pointed out that increasing the share of goods and
services paid for by Government does not mean a total loss of private
choice. But quite clearly, th6 burden of payment significantly reduces
private, individual choice. Further as Government programming reduces choice, it brings wholly new and unanticipated requirements. At
one point, it becomes reasonable for large numbers of the population
to conclude that their economic lives are committed to being a function
of State decisionmaking and State security. We submit that we are
approaching this point. There is now settling over the American experHence a condition of personal frustration and a social malaise un-

144

140
known to our tradition. While it is clear that the causes for such developments are complex, we would assert that a large part of the total
cause is traceable to the enthusiasm on the part of Government to
absorb an ever larger proportion of our economic being. Unless the
budget is brought under control and the spending trends reversed, it is
safe to conclude these problems and conditions will continue to fester.
We are very concerned that the individual and individual choice in
the American scheme of things are what is being "crowded out", a
phenomenon that takes place nt labor and commodity as well as in
credit and capital markets.
(UNCONT"OLABLE

EXPENDITURES"

A corollary but distinct problem arises because making decisions
today in fact denies to future leaders and citizens the same opportunity. This is the lesson of so-called "uncontrollables" in the budget.
Does this generation of Americans really want Government to account
for 37 percent of the Gross National Product I Or, is this an undesired
"uncontrollable" outcome of past decisions? Will the next generation
favor an increase to 50 percent? If we are uncertain, as we are, about
the current attitudes toward the social consequences of a government
grown too big, it is certain that we know nothing about what our
children will want when they are grown. And yet, tlie Congress of the
United States seemingly feels unrestrained about making decisions
which bind the next generation. If there is one thing we have learned
from the budgetary crisis which led to the creation of the Cofigress'
Budget Committees, it is that once the Government commits this
Nation to certain outlays it becomes a captive to them. We all know
very well that once in place, Government programs are not easily
altered, other than by minimum tinkering. The distinguished Chairman of the Senate Budget Committee, in a seminar a few weeks ago,
suggested that spending for the next fiscal year (1976) would necessarily have to bi several billions greater than present levels. In other
words, even if the American people wanted to cut down the size of
Government to a more reasonable level, their elected representatives
consider themselves to be effectively stopped from doing so. We
believe that such a political-economic condition amounts to a social
powder keg. The trend to bigger government must be stopped now.
The bulk of the programs of which Senator Muskie was speaking
comprise, together with interest on the national debt, the so-called
"uncontrollable expenditures" that now accounts for more than 75 percent of current Government spending. These grow year in and year
out pursuant to formulae previously enacted, and thus escape the
scrutiny and discipline of the appropriation process. Thus we see the
astonishing example of expanding "uncontrollable expenditures" for
education at a time when the Nation's school population is declining.
This is a situation that is clearly getting out of hand, if it is not already. There is no Irrogram enacted by the Conwresq, however, that
does not remain within the Congress' power to control. Thus, responsible budgetary policy will be impossible unless and until the Congress
musters the determination to bring the great bulk of them under appropriate control and review. We are deeply disappointed that the
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Committee did not specifically address itself to this major problem
and recommend an early, thorough reexamination of every program
now described as "uncontrollable".
It is essential for the Congress and the President to begin to take
these factors into account when recommending additional programs.
We do not believe that sufficient attention has been given to these
potentially debilitating long-range problems. We know that the Committee has failed to consider such long-term implications of what it
so confidently recommends.
The size of government does more than affect the role of the individual in political and economic society. There are serious and unanswered questions about the ability of the whole of the economy to
support greatly increased levels of Government outlays. Obviously, if
the growth of government relative to the private sector continues,
there will soon come a point where America will have undergone a
fundamental change in the nature of its socioeconomic system. We will
have literally been "nickeled and dimed" to a hybrid form of state socialism. But at least as important is the question, at what point does
the burden of Government spending on the Nation's productive capacities become so great that the former will no longer effectively support
the latter. Government spending in this Nation is primarily spending
for the purchase of services. Thus as Government spending rises, the
production of goods falls relatively and with this fall, especially as it
effects capital goods, our ability to pay for services falls. To the best,
of our knowledge this is another long-range problem which the Senate
Budget Committee, the Congress and the President should consider,
but have, as yet, not done so.
IrMATION-RECESSION CYCLE

As important as are the implications of the budget for personal
choice and freedom and for the long run ability of the Nation to pay
for Government services, these are not the only problems we now face
or which the proposed budget raises. The present condition of the economy and the need to break the debilitating inflation-recession cycle
which has afflicted our economy in recent years, and the part the budget
will play in generating or delaying recovery and breaking or exacerbating the inflation-recession cycle are real problems. We deeply regret that the Committee failed to invest more of its time andliffort
analyzing these questions. The majority ignored the question of the
cycle and simply asserted as "truth" that its proposed budget deficit
would bring recovery without questioning whether such a recovery
could long endure. It does not matter that there is, no intent to create
problems; the conse uences and developments arising out of the Committee's recommendations are such that they should have been considered in terms of time-frames of at least the next 8 to 4 years. Rational policy is not possible if the policymakers are overly committed
to short-term poals. There are more problems within our economy than
just the recession in which we are now mired. We all desire recover, as
soon ag posible. But it makes no sense to end this recession by assuring
another
inflation-recession
episode later
policyon.must be sustainable growth
The goal
of national economic
and this means growth without iatio. Economic recommendations
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which fail to take into account the possible return of inflation are
misguided. We believe that the Committee's recommendations fail to
do ]ust that. In concentrating on pulling out all the stops to bring the
recession to a quick end, the Committee's plan threatens the Nation's
economy and its ability to sustain a recovery.
There are a number of false premises which should be labelled as
such. The idea that to end an inflation there must be precipitated a
recession is as faulty as the idea that to end a recession one must accept
higher rates of inflation. Specifically, the choice often posed between
the alternatives of higher inflation or higher unemployment is false
in any long-term, meaningful sense. Surely this is the lesson of the
past few years.
Let us briefly retrace the sad history of the recent past. From 1968
until 1971 the economy was shaken first by inflation and then by recession. Inflation peaked in early 1970. It had been decisively broken by a
combination of fiscal and monetary restraints long before the Nixon
administration's unfortunate, counterproductive experiment with controls beginning August 15, 1971. Consumer prices had risen 2bout 6½
percent floy the winter of 1969 to the winter of 1970. But the rate of
rise had slowed to 4 percent per year in 1971 before controls were put
on. Then as now, as inflation faded, recession grew.
By 1972, however, recession too was fading. Recovery was promoted
primarily by strong monetary stimulus. Unfortunately the stimulus
grew stronger and stronger throughout 197Q. and on through the first
half of 1973. As a result inflation was reignited, and propelled also by
bad harvests and the OPEC imnosed oil nrice rise. accelerated to
double digit heights. Faced with double digit inflation, the proper
course was to unwind from it slowly. As we lbave already observed,
inflation, per se, is sure to slow production by inducing unsustainable
inventory buildup, and at the same time reducing real wages and purchasing power. Any attempt to use monetary or fiscal policy with a
heavy hand at such a time is sure to lead to massive production and
employment cuts. Yet this is exaetlv whnt hnnnened when in mid1974 the Federal Reserve, under the heat of all the anti-inflation activIn the first
ity, cut bock sharplv and rsnidlv on money sunnlv %,rowth.
a
month of this year the Federal Reserve actually followed deflationary monetary policy. Together with the inventory buildups and erosion of wages and purchasing power from the still raging inflation,
the monetary clamndown lamrnmpd irto thA eeonomv and has riven us
the worst recession since the 1930's. Of course, the battle against inflation was aided. Inflation unden;nhlv hbs slowed and will continue to
slow more than otherwise would have hardened. But this happened
only at the expense of unemployment rates much higher than would
have otherwise been the case.
The same mistake can be made in reverse. In an attempt to end the
recession 'with massive deficits. the Nation is threatened with equally
undesired, althouczh unintended, consequences.
The key to understanding of what a properr economic policy should
incorporate is the fact that it was inflation which created the current
weaknesses in the economy. The inflation caused the recession. Overly
restrictive monetary policy only succeeded in making things worse. It
was inflation which drove up interest rates, making it more difficult

147
143

.

or impossible for many households and businesses to raise needed
credit and capital. It was inflation which reduced real wages and purchasing power and. cut into consumer purchases. Although personal
consumption expenditures increased by more than $71.5 billion in
1974 over 1973, consumers were actually buying less in terms of goods
and services. It was inflation which led to excessive inventory buildups at the same time that consumer and investor confidence and spending were falling off.
ANTICIPATED DEFICIT

The Nation's economy is not performing in a way to fulfill its potential. To this we all agree. Real private investment fell off by $11.4
billion in 1974 over 1973. When combined with falling consumer spending, in real terms, an 8.7 percent unemployment rate resulted. It is
figures such as these that have led the President, Senators, Congressmen and many businessmen, financial writers and economists to advocate a series of so-called anti-recession measures to bring about conditions which would bring the Nation's economy closer to its full potential. Below the bottom line, it reads thus: the administration wants a
budget deficit of no more than $60 billion; the Senate Budget Committee recommends a deficit of almost $70 billion; and the House
Budget Committee urges one of $73.2 billion. However, prior to any
analysis of those budget deficit recommendations, it should be observed
that it is quite likely that the deficit will be larger than the highest
figure now being officially recommended. Further, it is hardly an overstatement, given the records of both the Congress and the administration, to suggest that it strains reasonable credibility to ask anyone
to believe that there will be no successful attempts to pass additional
spending programs, of amounts as yet unknown. Whether the justification for new spending programs will be anti-recession in nature or
required by supposed political realities, there will probably be spending in addition to the $365 billion recommended limit. About the only
way the Congress could guarantee to hold the spending line is to adjourn sine die immediately after the Concurrent Resolution is passed.
It is our opinion that the .Federal deficit will likely be closer to $80
billion than $70 billion. However regardless whether the deficit is $70
billion or $80 billion, such a staggeringly high deficit carries real potential for adverse economic consequences. A peacetime deficit of that
size is beyond our range of experience. Those who are confidently suggesting that a Federal deficit of that magnitude can be financed without running grave risks are making a number of heroic assumptions
for which there is no historical justifcation.
We do not believe their confidence is justified. The possible and even
likely consequences of a Federal deficit of the magnitude being discussed are profoundly disturbing. Central to our concern about the.
deficit are questions about the methods by which it will most likely be
financed. It must be acknowledged that whatever amount of the deficit
is monetized through actions taken by the Federal Reserve, the difference will necessarily have to come from and at the expense of the
private credit and capital markets. Undoubtedly for the next few
months there will be enough slack in these markets to permit absorbing the anticipated deficit for FY 1975 without uiidue strain. A crunch,
however, could develop next year especially if new Government spend-
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ing.programs are started at the same time as business and housing experience strong recoveries.
It is one question to ponder to what extent will the deficit be monetized as the Fed acts to delay the crunch. It is a different matter to
question to what extent should the Federal Reserve follow an accommodating monetary policy. In other vords, how much of the FY 1976
deficit should be picked up by the Federal Reserve via increases in the
Nation's money supply? It is this amr ant that is crucial to achieving
economic recovery without inflation. The available evidence indicates
that the key causal relationship upon which a sustainable noninflationary economic recovery must-be based is the growth potential of the
economy and growth of the money supply. It is simply inaccurate and
unsound economics to think primarily in terms of fiscal stimulus as the
means to achieving noninflationary economic recovery. A Federal deficit not monetized is only minimally if at all stimulative. On the other
hand, if money supply growth is pushed beyond the capability of the
economy to increase real economic growth, then, inflation will result.
The economy's capacity to grow depends on expected normal growth,
which is about 4 percent per year, and the pool of idle plant capacity
and the number of unemployed persons. Bottlenecks and distortions
exist that cannot be abruptly overcome. Haste is bad policy in economics and elsewhere. Our goal must be a sustained recovery and not
an attempt to force a recovery that can only hasten renewed inflation
and another recession.
Those who promise instant recovery assume either near perfect
flexibility in labor and product markets for which there is no evidence,
or equally heroically that whatever monetary stimulus is provided by
the Federal Reserve will go to activate only those industries and areas
in which there is presently slack. But it is clear from an analysis of the
current state of the economy that there are some areas and sectors
which are continuing to perform at or near capacity. What makes anyone think that a sustained blast of monetary stimulus will go only to
the areas and sectors of economic slack? Commonsense warns us that
sectors and areas now closest to full operating capacity will be the ones
that are most stimulated by general monetary stimulus. The fact that
these locations, uses and products continue to experience relatively
high demand is indicative of the present inclination toward the locations, areas and products. It would seem reasonable safe to conclude
that stimulus would rather naturally flow toward where demand is
comparatively strong.
MONETARY POLICY

With consideration for the questions raised in the above critique,
we now call attention to several possible economic scenarios. If the
Federal Reserve were to fully accommodate the Committee's or even
the President's fiscal deficit, that is monetize anywhere from $60 to $70
billion in Federal debt in fiscal 1976, it would require a growth in the
money stock of about 25%. It should be self-evident that the inflation
which would result from a fu12y accommodating monetary policy
would break the back of the economy. We are not exactly sure when
the crunch would come, but we do know that such extraordinary rates
of inflation, as would most certainly result from such a money supply
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the next few months. In fact, for the first half of 1975 as a whole,
a ratiof 8to 1 percent
e
wouldberequiredtobng the year to year rate
Up to)6Sper-ent in FY 19dt. But in FY 1976, M9 growth should be
limited to the 2 to 6 percent range. For FY 1976 we would recommend,
foreiov(r, 6 to 6 percent in view of the current recession.
flnfortriyately, the history of monetary policyithiscounrisoed
of erratic mismanagement, tolerating and indeed producing M. growth
iltornating above 6 and below 2 percent per year. We have discussed the
recent pt in some detail. Further back, from 1929 through 1933 the
Federat lRtewrve reduced the money supply by around one-third, thus
forcing collapse of the banking system and a great depression. It is
likely that we face a similar collapse or depression. But at least we
should ho able to conclude that there are outer limits for appropriate
motnaetairsy policy. An accomumodative monetary policy which permitted
i s much as 8 to 10 percent per year through FY 1976
M, to grows even
(Nth
recommended by the Committee) would be as wrong-headed as
zvro growth. The former would soon again give us double digit fiscation itmi latter, another recession. The latter would prolong and magIlify the j resnt recession.
urpoint is that there is misplaced emphasis on fiscal policy. A
"Oitiid monetary
holds -the key to economic
policy health; and fsa
pulley i-i the enid depends on the prudence shown in the management
of the Nat ion's inoney-although reckless fiscal policy can create virtwally irresistible pressures on those who must manage it. It follows,
t hpiefore thilt thle question which must be asked and answered prior to
a rtwoiunnendiltioii of an "appropriate" level of budget deficit (fiscal
41stimulue") 'is,what should monetary growth be, given current eco1101lo eilitionst
CROWDING OUT

Reform returning to that question we would like to stress again the
point that wcn• FetIdml debt tchlick is r•ot accommodate by t-he Fed-
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eral Resmeve is not simulative. That amount which is not monetized,
must come from the pool of credit and capital resources available during any given year, that is at the expense of competing interests and
demands, including local government, industry, housing, and consumers. The reality of this intrusion into the credit and capital markets is
that it is a form of taxation, either in the form of "crowding out" or
higher interest rates or both. The consequences are that to the extent
the Treasury is required to depend upon the capital market, borrowing necessarily is made more difficult for others. Make no mistake
about this. Savings are always somehow absorbed, if not at one interest rate then at a lower one. 'thus the greater the preemption of credit
by Government the less there is to finance other activities. Among the
most vulnerable to such financial crowding out are State and local
governments, homebuyers, and marginal borrowers whose inclination
to borrow is highly flexible. and those planning highly leveraged projects where a small increase in the cost of credit or capital can mean the
difference between failure and success.
The crowding out factor has not been sufficiently explored. In part
this omission reflects the usual over attention to the short run. Accumulated spending when combined with the impact of the recession on
revenues there will necessarily be some crowding out, as we earlier
pointed out; but it is unlikely to become a crunch until next year.
Doubtless, also there are some who feel that no problem exists even in
the longer run because the Federal Reserve will reduce the requirements made of the credit and capital markets by increasing the money
supply. The Committee offers just such an option. To minimize crowding out the Committee, urges a sufficiently accommodating monetary
policy so as to reduce Federal Government net requirements on the
credit and capital markets. The Committee asserts that increased monetary stimulus will work to hold down interest rates. In the first instance inflation is a likely consequence. In the second, the evidence
(most notably the current high levels of long-term interest rates)
seems to point to a possibility which the Committee rejects: excessive
increases or even the anticipation of excessive increases in MK produce
higher, not lower, interest rates. In addition, under the option of
overly "stimulative" monetary growth, crowding out takes place in
labor and commodity markets and the burden of the deficit is borne by
those who are most vulnerable to such developments.
MONWARY GROWTH

S

We return now to the key question: 'hat is the appropriatemonetary growth target given ourre economic conditions? The Budget
Committee in fact recognizes that this, and not the size of the deficit,
is the key question. In the Senate Budget Committee's economic analysis the assumed appropriate rate of monetary growth for the whole of
fiscal 1976 is between 9 and 10 percent, even higher than the inflationary rate followed in 1972 and part of 1978. In terms of fiscal policy,
a10 percent M, growth rate will accommodate approximately $30 bilion of the Committee's projected $70 billion deficit, with the rest having to come from savings. The Committee's analysis stressed the GNP
spending has to rise 14 percent next year to achieve 8 percent real
growth. The analysis assumeW 6 percent inflation, no more and no less,
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regardless of policy stimulus which seems to rely upon a very strange
assumption. To achieve a G5P spending increase of 14 percent the
analyst, looking at the historical relationship between GNP spending increases and MI growth, concluded that a 9 or 10 percent rise in
SM, was needed. The velocity of turnover of money is counted on to rise
by 3 percent over last year's velocity, and agsin no more and no less
regardless of policy stimulus. The curious thing about the Committee's
analysis is that it doesn't matter what the fiscal deficit is. It could be
zero, $10 billion, $20 billion, $50 billion, $100 billion, $200 billion and
yet with M1 growth of 10 percent, the Committee's logic, spending
would rise by 14 percent with 6 percent inflation and 8 percent real
growth according to the Committee.
We have concluded, for reasons already spelled out, that ;9-to 10
percent monetary growth rate is too high for FY 1976. We do not
feel that the economy could absorb the additional $27 to $80 billion
in MX without causing inflation we would not otherwise have. The
Committee seemingly ignores that whatever monetary stimulus is
introduced into the economy is multiplied some four to five times
within I year's time. Therefore, an M, growth of $80 billion will eventually add as much as $150 billion in new economic activity. It is
essential that the end figure of whatever stimulus be given great
weight. The Committee assures the Senate the stimulus provided by
this large infusion of "new money" will result in real economic growth
rather than a new round of inflation. It is our understanding that such
a result cannot be promised because it is implausible to assume that the
large economic stimulus would automatically find its way to those
areas and sectors of the economy which are presently underutilized.
The Committee and even the President play a very dangerous game if
the proposed monetary stimulus does not behave precisely as the economic planners plan.
It is our view and recommendation that it would be a far more prudent economic policy to provide for an M, growth rate of approximately 5 to 6 percent rather than the Committee's 10 percent. The
policy would provide approximately $15 to $18 billion in direct stimulus to aid the recovery. We believe that an increase of this order of
magnitude, keeping in mind that we also recommend 8 to 10 percent
per year for the first half of calendar 1975, is sufficient to allow 8 percent real growth while holding inflation of around 3 percent. This prudent level of growth would not provide an economic "blitzkrieg." But
we also are confident that based on such a monetary policy, the economic recovery plan we shall shortly describe would generate as
much real growth and employment as the Committee's fiscal and monetary policies together. Moreover our plan would not run the grave
risks which are inherent in the Committee's plan. Unfortunately, we
are unable to comment on the relative danger of current monetary
policy plans, because the Federal Reserve up to now has not announced
its plans and the President has not indicated what he feels would be
the appropriate monetary growth rate for FY 1976. We n9te, however, that House Concurrent Resolution 133 requires the Federal
Reserve Board to consult with the Congress at semiannual hearings
about the Fed's "objectives and plans with respect to the ranges of
growth or diminution of monetary and credit aggregates in the upcoming 12 months." We look forward to these hearings.
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RECOMMENDATIONS

Before describing our specific recommendations, we wish to emphasize that they do not represent ideal levels of spending, but rather the
minimum levels we believe the Congress can as a practical matter
achieve given (a) the time constraints within which the Congress
must operate in order to meet legislative deadlines for fiscal 1976, and
(b) the practical difficulties incurred in phasing down or phasing out
those programs that are found to be excessive or superfluous. Unfortunately, reform cannot be achieved overnight because of the immediate disruptions and dislocations that would ensue. We believe,
however, that adoption of our plan would require Congress to initiate
a serious reexamination of the so-called "uncontrollables", and would
eliminate pressures on the Federal Reserve to pursue inflationary
monetary policies by reducing substantial Federal competition with
the private sector for available investment funds.
Returning to the all-important question of monetary policy, if the
extension of the money supply is kept within prudent limits, we will
have all the stimulus we need or can absorb without increasing inflationary pressures. There is, therefore, no excuse for a deficit of $70
billion that the Committee recommends for its stimulative effect.
Recovery would come, we believe, with a deficit equal to what it would
be without any major spending changes and in no instance more than
what the total monetary growth should be. The figure is less than $20
billion. Moreover, we believe that the recovery would be as rapid with
this deficit as with a $50 or $70 billion deficit, and without running
any substantial inflation risk. Nonetheless, we understand that the
spending programs in place and the "political realities" dictate a substantially higher deficit. But it should be quite clear that the economy
need not and should not be subjected to the defict proposed by the
Budget Committee, particularlyat the planned level of spending.
On the understanding that reform can come only gradually, we propose the following alternative recommendations for outlays and
budget deficit. We want to make it very clear that we are not happy
with either this level of Federal spending or the resulting size of the
Federal deficit. We offer this economic plan because it is better, in
our opinion, and because it will head us in a direction where we can
soon wean ourselves of the excessive expenditures that threaten our
long-term recovery. We recommend a budget with a maximum spending level of $340 billion, a figure which represents an 8.5 percent increase over the current fiscal year. It is not a stingy budget. We dare
say it represents an increase in real spending which will be denied
most Americans. But it is not a reckless budget, and it cuts where we
feel the Nation can absorb the cuts without undue dislocations: in foreign aid, subsidies to businesses, and placing a 5-percent cap on automatic pay increases to Government employees. It does not deny us a
reasonable national security budget as some would do, and it provides
for the full cost of living increase promised to social security recipients.
But equally important is that this recommended budget draws a
line of demarcation between the old policies of unsound, reckless
economics and our economic plan of growth without inflation.
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We also urge a substantially revised revenue projection. Until the
Congress and the President come to terms with a fiscal policy which is
accurately described as "out of control" we believe it would be irresponsible to extend the tax reductions recently made. We want it understood that we favor substantial tax reductions, but this can be donb
responsibly only when accompanied by spending reductions. By not
extending the tax provisions, revenue projections would not have to
be reduced from $297.8 to $294.4. Our fiscal picture would thereby be
im roved'by reduciirg the Federal deficit by $.4 billion.
in addition, we urge immediate action by the Congress to consider
and adopt an energy conservation tax which would yield $7.5 billion.
We urge that this energy conservation tax program be in, place by
the start of fiscal year 1976, that is by July 1 of this year. This would
increase the Federal revenue projection to $305.3. The two steps taken
together would substantially improve the Nation's fiscal health without harming the recovery one bit. On the basis of a revenue projection
of $305.3 billion our recommendation for outlays creates a Federal
deficit in the amount of $34.7 billion, substantially lower than the
Committee's and the President's. Assuming the monetizing of $15 to
$18 billion of the deficit spending, the Government's dip into credit
and capital markets under these recommendations would be "limited"
to $15 to $18 billion.
We would like finally to review the pertinent projections; first
using the Committee's figures, then our own. Private demand for credit
is presently estimated for FY 1976 to be in the range of $190 to $200
billion, although some market economists are now contemplating an
aggregate demand figure of $220. Given a vigorous recovery, it would
be closer to $220 than to $190 billion. Nonetheless, for the purposes of
this review, we use $195 billion. In addition, State and local governments are expected to seek about $22 billion. Therefore, total demand
not counting the Federal Government's requirements are presently
estitWdl to'be $217 billion: A nitmber of faetors could chfige these
figures, up- 'dowan. If th•-etonoMYti continued't detkrio-&A past the
third quarter of this calendar year, private demand might be less.
For the same reason, credit demands from State and local government might increase, in a frantic attempt to make ends meet. But the
$217 billion figure seems reasonable. The net Federal demand on the
capital market, assuming a monetary accommodation of $15 to §18
billion, based on the Committee's recommendations, would be approximately $55 billion. Based on our recommendations, the net Federal
requirements would be about a third as much. Total new credit and
capital demands estimated for FY 1976 under the two plans total
$287 billion for the Committee, $251.4 billion for us. If we take into
account new money creation in the $15 to $18 billion range, net demands will be around $272 billion for the Committee and $236 billion
for us.
What are the chances that private lenders (savers) will be able to
come up with $250 billion, never mind the $270 to $275 billion required
under the recommendations of the Committee. Candidly, virtually
none. Estimates of available new funds in FY 1976 range from $230
to $240 billion. Thus, under the best possible calculations, the Federal
Government will cause substantial "crowding out". To what extent
52-659 0-
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will private or State and local government borrowers be driven out
of the capital market? If the Committee's recommendations are followed, the shortfall could be as much as $40 billion. Under our "acceptable" recommendation, the crowding-out factor would be limited
to less than $5 billion. One way to translate a $30 billion differential in
the "crowding-out" projections is in terms of housing starts. At
$38,000 a house, the number of lost starts comes to more than 650,000
units. These calculations, we would remind, are based upon the proposition that the actual deficit, will be held to the Budget Committee
recommendation.
Under conditions in which there is substantially greater private
demand for investment funds than the $195 billion figure we used,
there will be enormous pressure on the Nation's monetary authorities
to create large additional amounts of new money to accommodate the
incremental demand. Such pressure will have to be resisted if the
Nation is to avoid endangering the recovery with a renewed inflation.
It is absolutely essential to future economic growth that it be secured
'Tvthout inflation. A flood of -new money beyond the $15 to $18 billion
AohicA we feel the economy can handle, would not only guarantee an
inflation by 1977 but would cause even higherinterest rates than a year
ago. Within a year or two later, through unsustainable buildup of
inventories and erosion of real wages and purchasing power, this would
lead to another and worse recession than the one we are now in.
To end the recession and reduce unemployment is an objective we all
share. But what we think is important is that the Nation settle upon
an economic course of Action which emphasizes a sustained recovery,
which means a policy, 6f growth without inflation.
JAMxs L. BUCKLEY.
JAMxEs A. McCaup.
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The subject of national defense was given more attention than any
other functional area of the budgt, but the results of these deliberations were far from satisfactory. In the 6 months which have elapsed,
since the administration drew up its defense budget for FY 1976,
there has been a marked deterioration in the international environment which would justify substantially more effort in the national
defense field than proposed by the administration. Yet, virtually no
notice was taken of the threatened Communist takeover in Portugal,
the loss of the vital U.S. base in the Azores, the Communist offensive
in Southeast Asia (which has thus far succeeded in the conquest of
Cambodia), the threat of the loss of U.S. bases in the Philippines at
Subic Bay and Clark Field, the intent of the Thai Government to
expel the united States from that nation so that it can accommodate
to Communist domination of the region, and a host of other indicators
which suggest that we are moving into a much more dangerous world.
CoMENTS oN RECMMENDED DEuI

INCREMENTAL DISIN8ESTNTI

We can no longer afford the luxury of incremental disinvestment in
national defense. We have reduced the resources we commit to our
strategic nuclear forces in real terms to one-third of the amount we
invested in the early 1960's. The operation and maintenance of our
general purpose forces, which determines their degree of readiness, has
been gradually reduced thus dissipating the benefits of our large capital investment in our forces while inhibiting any President's ability
to respond to a crisis. Similarly, we are undercuttn the long-term
ability of the United States to defend it interests b asking R. &D.
funding to the point where important areas of military technology
cannot be adequately investigated by the U.S. scientific community.
The inadequacy of the current defense budget--either that proposed
by the Senate Budget Committee or the administration-is no longer
either a partisan or ideological matter. A major organization of liberal
~ Democrats, the Coalition for a Democratic Majority, in a report isSsued earlier this month, advocated an increase in defense expenditures
of $10 billion over the amount proposed by the administration and $18
billion over the amount appropriated in FY 1975. We have under-invested in every important area of weapons procurement and R. & D.
including both strategic and general purpose forces. It is time we understand that our defense needs are not determined by what we wish
but by a threat posed by potential adversaries to our ability to defend
our national and international interests.
(151)
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Testimony was provided to the Senate Budget Committee in support of the need for a 10 percent annual growth in real terms for research and development expenditure simply to avoid falling behind
the efforts being made by the Soviet Union. This position was supported even by Witnesses urging very substantial reductions in other
areas of the defense budget. The possibility of a "technological Pearl
Harbor" is a real one when the Soviets are able to invest in areas of
scientific and engineering endeavor which we cannot afford to investigate while the real resources we can commit to R. & D. are declining.
An equally important issue, as far as the congressional Budget Cofmmittees are concerned, is the procedure employed to arrive at a ceiling
for defense expenditures. The method employed in the FY 1976 "dry
run" is unsatisfactory as a means of controlling expenditures simply
because of the severe difficulties imposed on defense planning by the
need to make sizable reductions during the current fiscal year. The
evidence presented to the Committee shows clearly that when budget
cuts are made, the only areas of the budget that can be applied to during the same fiscal year are procurement, manpower, R. & D., and operation and maintenance. These accounts are the only ones where there
are not long-term commitments that can be cut in a given fiscal year;
but when these accounts are cut, our short-term readiness is evaded, as
well as our long-term defense posture.
The Budget Committee should avoid placing a rigid ceiling on the
FY 1977 defense budget when it meets next year if decisions concerning that fiscal year are to be made when plans are already well advanced. Rather, attention should be devoted to the FY 1978 defense
budget for it is here that the Congress can have a direct influence over
the entire composition of the U.S. defense posture. An opportunity
would be provided to deliberate over the nature of U.S. foreign olpicy
commitments and the nature of the military forces we should ep oy to
support them. Long-range decisions could be taken which would provide the type of guidance which makes for intelligent defense planning rather than the crisis-oriented patch-work effort that is necessarily imposed by the current budget process.
In addition, such long-term planning on the part of the Budget
Committees would provide a smoother integration of effort with the
responsible substantive committees (Armed Services and Defense Appropriations) because year-to-year decisions about priorities within
the defense budget could be better made by the responsible substantive
committees in the framework of known target budgetary levels for
defense expenditures.
At the present time we face an unnecessary burden to the already
difficult task of formulating U.S. defense policy because of the problems of coherent planning while working within an annual defense
budget cycle. We believe the Budget Committees can bring about a
vast improvement in governmental decisionmaking in defense and
other areas by looking into longer term projections on which to b&#se
their annual recommendations.
JAmaE L. BUCKLEY.
JAms

A. McCLun.
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The assignment of the Senate Budget Committee is to review the
budget of the Government of the United States for its total impact.
For literally the first time the Senate has the occasion to specifically
address itselfto the aggregate budget and national economic policy,
especially a it involves the budget. process itself is an important
step toward rationally addressing economic and buu t nestions,
which has for too long been limited to ad-hoc approahes. 'he fact
that we fundamentally disagree with the economic method and conclu.
sons of the Budget Commitee does not dampen our enthusiasm for the
Committee's potential. But, It is not the exercise that is important--it is
the result that matters. If we were now to applaud having undertaken
the exercise without questioning the product, we would subvert the
very purpose of the Act. It is, therefore, not only impossible to accept
the committee's recommendations but it would be)ikewmise irresponsible
to fail to comment on the underlying concepts which gave rim to those
conclusions

The federal budget plays a major role in the economy of the United
States. While there are some who might overestimate the budget's po.
tential for doing good, there is no question but that as an economic
phenomena it is very important and necessarily raises questions about
the health and trendiof the economy. Unfortunately, the condition of
the nation's economy is deeply disturbi
While the economy has
shown great strength and resilience since te end of the Second World
War, we would be fooling only ourselves if we failed to take cognizance
of an increasingly disturbing pattern of alternating inflations and
recessions; in the last decade, the pattern has become far more
troubling. If a term can be used to describe the pattern it is the "inflation-recession" cycle, where alternating inflations and recessions t
rogressively worm and more troubling. The latest cycle began in 1942.
lt b
with an inflation which reached, as ul1 of us know too well,
double
digit
heights
1974 when the consumer price index. rose 12
percent and who
saleinprices
nearly 20 percent. For a period of four
months from July Otber, wholesale prices were going up at a
startling rate of 80 percent per year. It has only been fi the last few
months that inflation has begun to abate, with declininR rates of increaws in the Consumer Price Index (CPI) and actual decl'mes in the
Wholesale Price Index.
While inflation abated over the last few months, the economy has
undergone a recession at a rate which caught most economic observers
(1)
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by surprise. That recessionreplaces inflation is, however, no surprise.
Inflation induces business to build unsustainable inventories at the
same time that it reduces real wages and purchasing power. Inevitably
spending and production cuts follow, and usually they are attentuated
by the belated shifts of monetary policy to fight inflation. This time
w'as no different. Just worse. The current downturn is the worse since
ithe last days of the Great Depression. Unemployment stands at 8.7
percent for March 1975, and threatens to go higher. Some predict a 10
percent rate before the turnaround comes. Production has fallen for
three straight economic quarters and the fall is likely to continue for
at least an additional quarter. Housing starts and construction, as a
whole, slumped to what can only be called depression levels and the
automobile industry, after a virtual shutdown late last year, is only
now beginning to call workers back as inventories of unsold new cars
are beginning to reach levels which justify new production. But car
sales remain weak. They are still off by more than 25 percent from
last year's figures. In a word, the picture is bleak. The economic challenges facing the nation are real and significant. But they are not insurinountable. What we do over the next few months will determine
whether the nation can get itself off the treadmill of alternating and
ever-worsening inflation and recession, ultimately binding us to an
economic condition of inflation and recession.
Given the apparent inclination of many members of Congress and
even of the Administration, there exists a real threat that the nation's
economic policymakers, attempting to move too quickly to end the recession, will deliver the nation into the hands of another and more
virulent wave of inflation which could have us looking at the rates
of 1973 and 1974 nostalgically, and will inevitably be replaced by another and more terrible recession. It occurs to us that the President, the
Congress and the Budget Committee take altogether too lightly the
looming threat of a new inflationary spiral and a consequent recession
or depression. We say both the President and the Congress because, to
us, it appears that both branches of the government are relying upon
a theory of economic recovery which is at best dubious.
It has become a cardinal tenet of orthodox economic thinking that a
recession is best met by immediate increases in government spending
and concurrent tax reductions, working together to create or increase
the size of the Government's budget deficit. This political/economic
concept holds that deficits are, per 8e, stimulative. When the economy
lagrs, a large dose of deficit spending is seen as an unquestionable cure
io,- our economic ills. The world is not so simple. Moreover, if such
thinking is not bad enough, the derivative idea holds that if a big
deficit is good. then a bigger one is better. The best that can be said for
such thinking is that it is entirely wrong-headed. The "bigger is better"
mentality which has taken an Administration recommended $52 billion
deficits to almost $70 billion threatens the nation with profoundly
disturbing economic consequences. It is interesting to note that recent
development of concern for the size of the deficit seems more traceable
to the potential political reaction to such a huge deficit rather than
any retreat from the simpleminded notion that bigger is better when it
comes to the application of fiscal "stimulus."
It is entirely likely that ideas of this nature will continue to shape
the nation's economy until our economic policymakers, and today that
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increagly means the Congress, come to understand the essential and
nmearM ul ationships which exist between sustainable maximum
employment, economic growth, government spending, federal deficits,
inflation and monetary poilcy. Americans can be very sure that as long
as outdated and erroneous thinking continues to prevail, holding that
the size of the deficit of itself defines the level of fiscal stimulus, the
niation will be forced through more and increasingly serious cycles of

inflation and recession. We will not achieve an economic policy of
growth without inflation, a policy calculated to produce a sustained
economic recovery from our present dliliculties, until Government faces
economic reality.
Th'le Senate Budget Committee's Concurrent Resolution recommends
the following for fiscal year 1976:
1. A Federal Outlays level of $365 billion;
2. A projected Revenue level of $297.8 billion; and
3. A recommended Budget Deficit of $67.02 billion.,
Each figure, whether it is a projection or a recommendation, should
be analyzed for its economic aplpropriateness and consequences, including long-term consequences. It is essential that the reasoning behind the various recommendations be thoroughly scrutinized. If intent
is not in line with likely consequences then the thinking and the recomimnendations must be changed.

While the Administration has urged upon the Congress a revised
outlays level of $355.6 billion, the Senate Budget Committee is recommending its $365 billion figure because it is believed that the greatly
increased spending levels will aid the economic recovery. If that assumuption is incorrect or if the degree of application is incorrect, then
the spending recommendations are inappropriate, and could well be
counterproductive. Our economic analysis suggests that both the Pres-

ident's and the Senate Budget Committee's spending, recommendations
are too large. Such outlay levels are not in the best interests of the nation's economy. They both involve the taking of grave risks which
could abort the economic recovery we now anticipate and undermine
the economy's basic strength.
We recognize that when the economy is in a recession, the stimula-

tive effect of a normal rate of expansion in the money supply is uppropriate and desirable, and that an equivalent deficit can be accommodated without inflationary effect. We have no quarrel with this
comnmon-sense wisdom. But this is a different type and degree of
stimulus than that reflected in the Committee recommendations. Reliance upon economic policies which only appear stimulative or are
stimulative only ephemerally and which later prove counterproductive
will obviously not produce the. intended results. We take up first the
question of spending and the size, not of the deficit, but of the budget
itself. It is a mammoth budget that poses a monumental problem. In
the long run its sheer size is the most important question which the
proposed budget raises.
Estimated fiscal year 1975 spending is to be $314lbillion. When the
Administration urged a $41.6 billion increase for fiscal year 1976 ove-r

l

The $67.2 IR subjeet to two anticlpnted adjustments. It i1 expected tlwt tie 1975
tax cuts will be extended through 1976. Increasing the dflefit by $4.4 Million. That
increase Is to be offset by adoption of the 5f Ullman pas tax which will Increase nntielpnterl
revenues by $2 billion if enacted and in place by January 1, 1976. The recommended deficit
Is really $49.6 billion.
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this year in Government spending it did so based on the idea that the
increase would stimulate the economy, which at the time was rapidly
deteriorating. The Senate Budget Committee has recommended an increase in spending of more than $50 billion essentially for the same
reason. It is not accurate to say, as do some observers, that these increases are institutional or beyond control. It is true that some of the
expenditure increases are triggered by entitlement formula; but both
the Administration and the Budget Committee increased their recommendations beyond what automatic increases of the "uncontrollables."
If the fiscal year 1975 outlays plus the recommended increases are
either not stimulative or not as stimulative as is being assumed, then
what is the Government doing? To what extent, if any, is the proposed
government spending stimulative?
Spending is stimulative only to the extent that it adds to aggregate
spending. If the federal Government spends $365 billion in fiscal year
1976 and all of it comes from taxpayers in the form of either taxes or
borrowing which if retained would have been spent or loaned in the
private sector, then the action by government would constitute nothing more than a transfer of economic choice from private citizens to
Government. In other words, Government spending, unless it uses
private funds which would not otherwise be spent or loaned or unless
it is supported by the creation of new money, will do nothing for the
economy other than make government larger relative to the whole of
the nation's economic activity. The transfer of responsibility for the
spending succeeds only in making big government bigger.
The consequences of such a relative shift are that American families and businesses will have less to spend because the government via
legislation has chosen to spend more.ftat seems to escape the ken of
persons advocating "bigger and better" deficits is that deficit-financed
spending which is unaccompanied by increases in the nation's money
stock (defined simply: M, =-currency in circulation + demand deposits)
is as much of a tax as increases in the income tax. What is different
about the tax collected through sales by the U.S. Treasury of notes and
bonds is the placement of the burden. Federal borrowings place the
tax burden upon the nation's capital and credit markets from which
consumers and businesses seek. funds to buy homes, automobiles, new
plant and other purchases. Increases in the burdem placed upon capital
and credit markets act to decrease purchases of homes, automobiles,
other durables, and plant and equipment. Just as inflation should be
looked upon as a tax levied as result of government policies, so should
borrowings by the Treasury.
,In addition, Government outlays have at least two long-term consequences which the President and the Congress have failed to consider.
The first concerns the individual's ration to the whole of political
society; the second to the economy's ability to absorb the cost of additional increments to the government's use of the nation's scarce labor
m
and capital resources.
One of the least discussed, yet most fundamental, issues of the post
World War II period centers on the economic aspects of personal freedom. We have paid considerable attention to an individual's procedural political and legal relationship to the state. We have taken
explicit measures to broaden the political participation of our minorities, women and youths.
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The criminal law also has undergone considerable changes on the
level of procedural requirements. But little attention has been given
to a person's substantive freedoms especially as they relate to the
enjoyment of- the fruits of one's labor and economic independence
from government.
Americans have apparently come to take their freedom for granted.
They have come to think of a loss of personal freedom only in terms
of totalitarian regimes that rely on such techniques as terror against
the individual, political control of the press and regulation of the
political process. But it seems to us that we should recognize also
that it is possible to approach and pass an uncertain point at which
an individual ceases to be free in a truly meaningful sense. It is not
surprising to us that people in our society are increasingly combig
to el trapped, their individual destinies being shaped, not by selfgovernment, but by the instruments of the political process.
At what point do we feel that we are no longer truly working for
ourselves and our own families? At what point do we lose a sufficiently large number of the opportunities to make our own economic
decisions to conclude that we are no longer free I Some feel that it is
alarmist to think such thoughts, to se such questions. But these
issues are central to our political tradition and acutely relevant to
today's political economy. Furthermore we conclude that these longterm cofsiderations Are quite pertinent to the responsibilities of the
Budget Committee...'
nTle reason the considerations of freedom loom ever larger lies
in the trends behind the growth of the federal Government's budgets.
In 1980, less than 10% of the nation's total spending for goods and
services of all kinds was undertaken by government at all levelstoday the figure stands at more than 87 percent. State and local
expenditures today account for almost 12 percent of total GNP, the
remainder of the 37 percent total is spent by the federal Government.
Recent trends are deeply disturbing. If, during the next 25 years,
government continues to grow at the same rate it has over te past
25, then by the year 2000, government budgets will account for approximately 66 percent of the Gross National Product (GNP).It
is not sufficient to counter that it is unlikely that government spending
will continue to grow at the rate of the last 25 years. On the contrary,
there is no reason to believe that unless there is a considerable change
in our political thinking that,growth of government will be as slow
as it was during the past quarter century. When the history of the
recession of 1975 is written, perhaps the major theme will point to
anti-recession spending measures which accomplished little more than
the growth of government relative to the private sector.
Th6emajority in Congress plans to consider several new major spenfding programs which if enacted will transfer major portions of the
nation's economic trangactions from the hand's of private citizens to
the budgets of Governnient. One specific example is the proposal for
National Health Insurance. If passed in the form similar to the
Health Security Act of .1975, this program would immediately transfer
more than $70 billion in private spending to the federal budget and
add as much as $30 billion in new spending on medical care without,
immediately, creating any new medical care resources and thus it is
sure to increase the cost of medical care and to decrease quality. The
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adoption of that program alone would increase the government's share
of tile GNP to more than 45 percent.
Now it may be pointed out that increasing the share of goods and
servicespaid for by government does not mean a total loss of private
choice. But quite clearly, the burden of payment significantly reduces
government programming
as unanticipated
Further
choice.
individual
requirements.
new and
wholly
it brings
A"
.. private,
reduces choice,
•At one point, it becomes reasonable for large numbers of the population to conclude that their economic lives are committed to being a
function of state decisionmaking and state security. We submit that
we are approaching this point. There is now settling over the American
experience a condition of personal frustration and a social malaise
unknown to our tradition. While it is clear that the causes for such
developments are complex, we would assert that a large part of the
total cause is traceable to the enthusiasm on the part of Government

to absorb an ever larger proportion of our economic being. Unless the,
budget is brought under control and the spending trends reversed,
it is safe to conclude these problems and conditions will continue to
fester. We are very concerned that the individual and individual choice
in the American scheme of things are what is being "crowded-out",
a l)henomenon that takes place in labor and commogity as well as in
credit and capital markets.
A corollary but distinct problem arises because making decisions
today in fact denies to future leaders and citizens the same opportunity.

This is the lesson of so-called "uncontrollables" in the budget. Does
this generation of Americans really.want government to account for
37 percent of the Gross National Product? Or, is this an undesired
"uncontrollable" outcome of past decisions? Will the next generation
favor an increase to 50 percent.? If we are uncertain, as we are, about
the current attitudes toward the social consequences of a government
grown too big, it is certain that we know nothing about what our
children will want when they are grown. And yet, the Congress of
the United States seemingly feels unrestrained about making decisions
which bind the next generation. If there is one thing we have learned
from the budgetary crisis which led to the creation of the Congress'
Budget Committees, it is that once the Government commits this nation
to certain outlays it becomes a captive to them. We all know very
well that once in place, Government programs are not easily altered,
other than by minimum tinkering. The distinguished Chairman of the
Senate Budget Committee, in a seminar a few weeks ago, suggested
that spending for the next fiscal year (1976) would necessarily have

to be several billions greater than present levels. In other words, even
if the American people wanted to cut down the size of government to
a more reasonable level, their elected representatives consider themselves to be effectively stopped from doing so. We believe that such
a political-economic condition amounts to a social powderkeg. The
trend to bigger government must be stopped now.
The bulk of the programs of which Senator Muskie was speaking
comprise, together with interest on the national debt, the so-called
"uncontrollable expenditures" that now accounts for more than 75 percent of current government spending. These grow year in and year out

pursuant to formulae previously enacted, an-d thus escape these scru-
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tiny and discipline of the appropriation process. Thus we see the
astonishing example of expanding "uncontrollable expenditures" for
education at a time when the nation's school population is declining.
This is a situation that is clearly getting out of hand, if it is not
already. There is no program enacted by the Congress, however, that
does not remain within the Congress' power to control. Thus, respon.,
sible budgetary policy will be inposble unless and until the Congress musters the determination to bring the great bulk of them under
appropriate control and review. We are deeply disappointed that the
Committee did not specifically address itself to this major problem and
recommend an early, thorough re-examination of every program now
described as "uncontrollable".
It is essential for the Congress and the President to begin to take
these factors into account when recommending additional programs.
We do not believe that sufficient attention has been given to these
potentially debilitating long-range problems. We know that the Cominittee has failed to consider such long-term implications of what it so
confidently recommends.
The SiZe of government does more than effect the role of the individual in politicaland economic society. There are serious and unanswered
questions about the ability of the whole of the economy to support
greatly increased levels of Government outlays. Obviously, ifP the
growth of government relative to the private sector continues there
wil soon come a point where, America will have undergone a Kundamental change in the nature of its socio-economic system. We will have
literally been "nickeled and dimed" to a hybrid form of state socialism.
But at least as important is the question, at what point does the burden
of Government spending on the nation's productive capacities become
so great that the former will no longer effectively support the latter.
Government spendin in this nation is primarily spending for the
purchase of services. Tus as Government spending rises, the production of goods falls relatively and with this fall, especially as it effects
capital goods, our ability to pay for services falls. To the best of our
knowledge this is another long range problem which the Senate Budget
Committee, the Congress and the President should consider, but have,
as yet, not done so.
As important as are the implications of the budget for personal
choice and for the long run ability of the nation to pay for government
services, these are not the only problems we now face or which the proposed budget raises. The present condition of the economy and the
need to break the debilitating inflation-recesion cycle which has afflicted our economy in recent years, and the part the budget will play
in .generating or delaying recovery and breaking or exacerbating the
inflation-recession cycle are real problems. We deeply regret that the
Committee failed to invest more of its time and effort analyzing these
questions. The majority ignored-the question of the cycle and simply
asserted as "truth' that its proposed budget deficit would bring recovery without questioning whether such a recovery could long endure. It
does not matter that there is no intent to create problems; the consequences and developments arising out of the Committee's recommendations are such that they should have been considered in terms of
time-frames of at least the next three to four years. Rational policy is

165
8

-,

•

not possible if ihe Policymakers are overly committed to short-term
goal& There are more problems within our economy than just the recessidn in which we are now mired. We all desire recovery as soon as
possible. But it makes no sense to end this recession by assuring another inflation-recession episode later on.
The goal of national economic policy must be sustainable growth
and this means growth without inflation. Economic recommendations
which fail to take into account the possible return of inflation are misguided. We believe that the Committee's recommendations fail to do
just that. In concentrating on pulling out all the stops to bring the recession to a quick end, the Committee's plan threatens the nation's
economy and its ability to sustain a recovery.
There are a number of false premises which should be labelled as
such. The idea that to end an inflation there must be precipitated a
recession is as faulty as the idea that to end a recession one must accept
higher rates of inflation. Specifically, the choice often posed between
the alternatives of higher infation or higher unemployment is false
in any long-term, meaningful sense. Surely this is the lesson of the
past few' ears.
Let us briefly retrace the sad history of the recent past. From 1968
until 1971 the economy was shaken first by inflation and then by recession. Inflation peaked in early 1970. It had been decisively broken by
a combination of fiscal and monetary restraints long before the Nixon
Administration's unfortunate, counterproductive experiment with
controls beginning August 15 1971. Consumer prices had risen about
61/ percent from the winter of 1969 to the winter of 1970. But the rate
of rise had slowed to 4 percent per year in 1971 before controls were
put on. Then as now, as inflation faded, recession grew.
By 1972, however, recession too was fading. Recovery was promoted
primarily by strong monetary stimulus. Unfortunately the stimulus
grew stronger and stronger throughout 1972, and on through the first
half of 1973. As a result inflation was reigited, and propelled also
by bad harvests and the OPEC imposed oil price rise, accelerated to
double digit heights. Faced with double digit inflation, the proper
course was to unwind from it slowly. As we have already observed,
inflation, per se, is sure to slow production by inducing unsustainable
inventory build-up and at the same time reducing real wages and
A ny attempt to use monetary or fiscal policy-with a
purchasing power.
y hand at such a time is sure to lead to massive production and
employment cuts. Yet this is exactly what happened w en in mid-1974
the Federal Reserve, under the heat of all the anti-inflation activity,
cut back sharply and rapidly on money supply growth. In the first
month of, this year the Federal Reserve actually followed a deflationary monetary policy. Together with the inventory build ups and
action,
erosion of wages and purchasing power from the still raging
and
has
given
us
slammed
into
the
economy
the monetary clampdown
the worst recession since the 1930s. Of course, the battle against inflation was aided. Inflation undeniably has slowed and will continue to
slow more than otherwise would have happened. But this happened
only at the expense of unemployment rates much higher than would
have otherwise been the case.
The same mistake can be made in reverse. In an attempt to end
the recession with massive deficits, the nation is threatened with equally
undesired, although unintended, consequences.
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The key to understanding of what a proper economic policy should
incorporate is the fact that it was inflation which created the current
weaknesses in the economy. The inflation caused the recession. Overly
restrictive monetary policy only succeeded in making things worse. It
was inflation which drove up interest rates, making it more difficult or
impossible for many households and businesses to raise needed credit
and capital. It was inflation which reduced real wages and purchasing
power and cut into consumer purchases. Although personaL consumption expenditures increased b more than $71.5 billion in 1974 over
1978, consumers were actually buying less in terms of goods and services. It was inflation which led to excessive inventory buildups at the
same time that consumer and investor confidence and spending were

fallingeof.

-.

The nation's economy is not performing in a way to fulfill its potential. To this we all agree. Real private investment fell off by $11.4
billion in 1974 over 1973. When combined with falling consumer
spending, in real terms, an 8.7 percent unemployment rate resulted.
rt is figures such as these that have led the President, Senators2 Congressmen and many businessmen, financial writers and economists to
advocate a series of so-called anti-recession measures to bring about
conditions which would bring the nation's economy closer to its full
potential. Below the bottom line, it reads thus: the Administration
wants a budget deficit of no more than $60 billion the Senate Budget
Committee recommends a deficit of almost $70 billion; and the House
Budget Committee urges one of $73.2 billion. However, prior to any
analysis of those budget deficit recommendations, it should b6 observed that it is quite likely that the deficit will be larger than the
highest figure now being officially recommended. At a minimum the
calendar 1975 tax deductions will probably be renewed effecting revenue expectations by creating an additional deficit of at least $4.4billion
to be offset by $2 billion if the Ullman 50 gas tax is levied. Further,
it is hardly an overstatement, given the records of both the Congress
and the Administration, to suggest that it strains reasonable ciedibility to ask anyone to believe that there will be no successful attempts
to pass additional spending programs, of amounts as yet unknown.
Whether the justification for new spending programs will be antirecession in nature or requirta by supposed political realities, there
will probably be spending in addition to the $365 billion recommended
limit. About the only way the Con.gress could guarantee to hold the
s pending line is to adjourn sine die immediately after the Concurrent
Resolution is passed.
It is our opinion that the federal deficit will likely be closer to $80
billion than $70 billion. However regardless whether the deficit is $70
billion or $80 billion, such a staggeringly high deficit carries real
potential for adverse economic consequences. A peacetime deficit of
that size is beyoiid our range of experience. Those who are confidently
suggesting that a federal deficit of that magnitude can be financed
without running grave risks are making a number of heroic assumptions for which there is no historical justification.
We do not believe their confidence is justified. The possible and even
likely consequences of a federal deficit of the magniitude being discu.ed are profoundly disturbing. Central to our concern about the
deficit are questions about the methods by which it will most likely
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be fin.ance4. It Must be acknowledged that whatever amount of the
deficit is monetized through actions taken by the Federal Reemrve, the
difference will necessarily have to come from and at the expense of
the privatý credit and capital markets. Undoubtedly for the next few
.months

•

•.o

there will be enough slack in these markets to permit absorb-

ing the anticipated deficit for FY 1975 without undue strain. A
crunch, however, could develop next year especially if new Government spending programs are started at the same time as business and
housing experience strong recoveries.
It is one question to ponder to what extent will the deficit be mone*tized as the Fed acts to delay the crunch. It is a different matter to
question to what extent should the Federal Reserve follow an accompolicy. In other words, how much of the fiscal
modating
rear 1976 monetary
deficit should
be picked up by the Federal Reserve via
increases in the nation's money supply? It is this amount that is
crucial to achieving economic recovery without inflation. The available evidence indicates that the key casual relationship upon which a
sustainable non-inflationary economic recovery must be based is the
growth potential of the economy and growth of the money supply.
It is simply inaccurate and unsound economics to think primarily in
terms of fiscal stimulus as the means to achieving non-inflationary economic recovery. A federal deficit not monetized is only minimally if at
all stimulative. On the other had, if money supply growth is pushed.
beyond the capability of the economy to increase real economic growth,
then, inflation will result. The economy's capacity to grow depends
on expected normal growth, which is about 4% peryear, and the pool
of idle plant capacity and the number of unemployed persons. Bottlenecks and distortions exist that cannot be abruptly overcome. Haste
is bad policy in economics and elsewhere. Our goal must be a sustained
recovery and not an attempt to force a recovery that can only hasteni
renewed inflation and another recession.
Those who promise instant recovery assume either'near-peifect flexibility in labor and product markets for which there is no evidence,
or equally heroically that whatever monetary stimulus isprovided by
the Federal Reserve will go to activate only those industries and
areas in which Reserve will go to activate only those industries and
areas in which'there is presently'slack. But it is clear from an analysis
of the*current state of the economy that there are some areas and
sectors which are continuing to perform afl'or near capacity. Whst
makes anyone think that a sustained blast of monetary stimulus will
go only to the areas and sectors of economic slack? Common sense
warns us that sectors and areas now closest to full operating capacity
will be the ones that are most stimulated by general monetary stimulus.
The fact that these locations, uses and products continue to experience
relatively high demand is indicative of the present inclination toward
.the locations, areas and products. It woula seem reasonably safe to
conclude that stimulus would rather naturally flow toward where demand is comparatively strong.
With consideration for the questions raised in the above critique, we
now call attention to several possible economic scenarios. If the Federal Reserve were to fully accommodate the Committee's or even the
President's fiscal deficit, that is monetize anywhere from $60 to $70
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billion in federal debt in fiscal 1976, it would require a growth in
the money stock of about 25 percent.
It should be self-evident that the inflation which would result from
a fully accommodating monetary policy would break the back of the
economy. We are not exactly sure when the crunch would come, but
we do know that such extraordinary rates of inflation, as would most
certainly result from such a money supply increase, would lead to
speculative excesses and erode purchasing power and thereby produce at a minimum another recession. Given the budget figures with
which the President and the Congress have been working, such consequences are possible, even without a fully accommodative monetary
10 icy.
To the best of our knowledge no responsible person recommends
that the Federal Reserve establish a fully accommodating (to fiscal
policy) monetary policy. In fact, the Congress clearly rejected such
a possibility when it passed House Concurrent Resollution No. 133)
which directed the Federal Reserve to limit monetary expansion to
the economy's long-term potential. It is our understanding, as we
earlier indicated, that most knowledgeable economists with expertise
in the field of monetary policy suggest that the rate of increase in MI,
which is defined as currency in circulation plus demand deposits, l)
targeted to a range of between 2 and 6 percent per year, that is
equal to 4 percent expected normal growth with allowance for reasonable variance.
This is not to say that it is never appropriate for the growth target
to be set at a rate higher than 6 percent per annum. At present,
especially after the performance of the Federal Reserve f rom the
middle of last year to January of this year, a higher rate is appropriate for the next few months. In fact, for the first half of 1975
as a whole a rate of 8 to 10 percent would be required to bring the
-year to year rate up to 5 percent in fiscal year 1975. But in fiscal year
1976, M, growth should be limited to the 2 to 6 percent range.'For
fiscal year 1976 we would recommend, moreover, 5 to 6 percent in
view of the current recession.
Unfortunately, the history of monetary policy in this country is one
of erratic mismanagement, tolerating ani indeed p)rodlucing M,'growth
alternating above 6 and below 2 percent per year. 'We have discussed
the, recent past in some detail. Further back, from 1929 through 1933
the Federal Reserve reduced the money supply by around one-third,
thus forcing collapse of the banking system and a great depression.
It is unlikely that we face a similar collapse or depression. But at
least we should be able to conclude that there are outer limits for
appropriate monetary policy. An accommodative monetary policy
which permitted M[
1 to grow even as much as 8 to 10 percent *peryear
through fiscal year 1976 (as recommended )bythe Committee) would
be as wrong-headed as zero growth. The former would soon again
give us double digit inflation and later, another recession. The latter
would prolong and magnify the present recession.
Our point is that there is misplaced emphasis on fiscal policy. A
sound monetary policy holds the key to economic health; and tscal
policy in the end depends on the prudence shown in the management

of the nation's money-although reckless fiscal policy can create
virtually irresistable pressures on those who must manage it. It fol-
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lows, therefore, that the question which must be asked and answered
prior to a recommendation of an "appropriate" level of budget deficit
(fiscal "stimulus") is, what should monetary growth be, given current economic conditions?
Before returning to that question we would like to stress again the
,•~ point that new federal debt which is not accommodated by the Federal
Reserve is not stimulative. That amount which is not monetized, must
come from the pool of credit and capital resources available during
any given year, that is at the expense of competing interests and demands, including local government, industry, housing and consumers.
The reality of this intrusion into the credit and capital markets is that
it is a form of taxation, either in the form of "crowding out" or higher
interest rates or both. The consequences are that to the extent the
Treasury is required to depend upon the capital market, borrowing
necessarily is made more difficult for others. Make no mistake about
this. Savings are always somehow absorbed, if not at one interest rate
than at a lower one. Thus the greater the preemption of credit by government the less there is to finance other activities. Among the most
vulnerable to such financial crowding out are state and local governments, homebuyers and marginal borrowers whose inclination to borrow is highly flexible, and those planning highly leveraged projects
where a small increase in the cost of credit or capital can mean the
difference between failure and success.
The crowding out factor has not been sufficiently explored. In part
this omission reflects the usual over attention to the short run. Accumulated spending when combined with the impact of the recession on
revenues there will necessarily be some crowding out, as we earlier
pointed out; but it is unlikely to become a crunch until next year.
Doubtless, also there are some who feel. that no problem exists even in
the longer run because the Federal Reserve will reduce the requirements made of the credit and capital markets by increasing the money
supply. The Committee offers just such an option. To minimize crowding out the Committee urges a sufficiently accommodating monetary
policy
so ascapital
to reduce
federal Government net requirements on the
credit and
markets.
The Committee asserts that increased monetary stimulus will wprk to hold down interest rates. In the first instance inflation is a likely consequence. In the second, the evidence
(most notably the current high levels of long-term interest rates)
seems to point to a possibility which the Committee rejects: excessive
increases or even the anticipation of excessive increases in M1 produce
higher, not lower, interest rates. In addition, under the option of
overly "stimulative" monetary growth, crowding out takes place in
labor and commodity markets and the burden of the deficit is borne
by those who are most vulnerable to such developments.
We return now to the key question: What is the appropriate monetary growth target given current economic conditions I The Budget
Commiittee in fact recognizes that this, and not the size of the deficit,
is the key question. In oeSenate Budget Committee's economic analysis the assumed appropriate rate of monetary
growth for the whole
of fiscal 1976 is between 9 and 10 percent, even higher than the inflationary rate followed in 1972 and part of 1978. In terms of fisl
policy, a 10 percent M, growth rate will accommodate approximately
$3) billion of the Committee's projected $70 billion deficit, with the
52-659 0 - 75 - 12

170
13
rest having to come from savings. The Committee's analysis strewed
the GNP spending has to rise 14 percent next year to achieve 8 pereenit
real growth. The analysis assumed 6 percent inflation, no more and
no less, regardless of policy stimulus, which seems to rely upon a
very strange assumption. To achieve a GNP spending increase of 14
percent the analysis, looking at the historical relationship between
GNP spending increases and M1 growth, concluded that a 9 or 10
percent rise in M1 was needed. The velocity of turnover of money is
counted on to rise by 3 percent over last year's velocity, and again
no more and no less regardless of policy stimulus. The curious thing
about the Committee's analysis is that it doesn't matter what the fiscal
deficit is. It could be zero, $10 billion, $20 billion, $50 billion, $100 billion, $200 billion and yet with M, growth of 10 percent, the Committee's
logic, spending would rise by 14 percent with 6 percent inflation and
8 percent real growth according to the Committee.
It is our view and recommendation that it would be a far more
prudent economic policy to provide for an M, growth rate of approximately 5 to 6 percent rather than the Committee's 10 percent.
The policy would provide approximately $15 to $18 billion in direct
stimulus to aid the recovery.We believe that an increase of this order
of magnitude, keeping in inind that we also recommend 8 to 10 percent per year for the first half of calendar 1975, is sufficient to allow
8 percent real growth while holding inflation of around 3 percent.
This prudent level of growth would not provide an economic "blitzkrieg.' But we also are confident that based on such a monetary policy,
the economic recovery plan we shall shortly describe would generate
as much real growth and employment as the Committee's fiscal and
monetary policies together. Moreover our plan would not run the
grave risks which are inherent in the Committee's plan. Unfortunately,
we are unable to comment on the relative danger of current monetary
policy plans, because the Federal Reserve up to now has not announced its plans and the President has not indicated what he feels
would be the appropriate monetary growth rate for fiscal year 1976.
We note, however, that House Concurrent Resolution 1w3 requires
the Federal Reserve Board to consult with the Congress at semi.
annual hearings about the Fed's "objectives and plans with respect
to the ranges of growth or diminution of monetary and credit aggregates in the upcoming twelve months." We look forward to these
hearings.
Before describing our specific recommendations, we wish to empha-

size that they do not represent ideal levels of spending, but rather the
minimum levels we believe the Congress can as a practical matter
achieve given (a) the time constraints within which the Congress must
operate in order to meet legislative deadlines for fiscal 1976, and (b)
the practical difficulties incurred in phasing down or phasing out those
programs that are found to be excessive or superfluous. Unfortunately,
reform cannot be achieved overnight because of the immediate disruptions and dislocations that would ensue. We believe, however, that
adoption of our plan would require Congress to initiate a serious reexamination of the so-called "uncontrollables", and would eliminate
pressures on the Federal Reserve to pursue inflationary monetary
policies by reducing substantial federal competition with the private
sector for availableimvestment funds.
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We have concluded, for reasons already spelled out, that a 9 to iu percent monetary growth rate is too high for fiscal year 1976. We do not
feel that the economy could absorb the additional $22 to $30 billion in
M1 without causing inflation we would not otherwise have. The Committee seemingly ignores that whatever monetary stimulus is introduced into the economy is multiplied some four to five times within
one year's time. Therefore, an. M1 growth of $30 billion will eventually
add as much as $150 billion in new economic activity. It is essential
that the end figure of whatever stimulus be given great weight. Tlhe
Committee assures the Senate the stimulus provided by this large infusion of "new money" will result in real economic growth rather than
it new round of inflation. It is our understanding that such a result cannot be promised because it is implausible to assume that the large economic stimulus would automatically find its way to those areas and
sectors of the economy which are presently underutilized. The Colminittee and even the President play a very dangerous game if the proposed monetary stimulus does not behave precisely as the economic
planners plan.
Returnln-a to the all-important question of monetary policy, if the
extension o? the money supply is kept within prudent limits, we will
have all the stimulus we need or cani absorb without increasing inflationary pressures. There is, therefore, no excuse for a deficit of $70
billion that the Committee recommends for its stimulative effect. Recovery would come, we believe, with a deficit equal to what it would be
without any major spending changes and in no instance more than
what the total monetary growth should be. The figure is less than $20
billion. Moreover, we believe that the recovery would be as rapid with
this deficit as with a $50 or $70 billion deficit, and without running
any substantial inflation risk. Nonetheless, we understand that the
spending programs in place and the "political realities" dictate a substantially higher deficit. But it should be quite clear that the economy
need not and should not be subjected to the deficit proposed by the
Budget Committee, particularly at the planned level of spending.
On the understanding that reform can come only gradually, we
propose the following alternative recommendations for outlays and
budget. deficit. We want to make it very (lear that we are not'hal)apy
with either this level of federal spen(ldii or the resulting size of the
federal deficit. We offer this economic plan because it is better, in our
oI)inion. and because it will head us in a direction where we can soon
wean oum'selves of the excessive expenditures that threaten our longterm recovery. We recommend a budget with a maximum spending
level of $340 billion, a figure which represents a 10 l)er'cent increase
over the current fiscal "ear. It is not a stingy*
v budget. We dare say it
represents an increase in real spending which will be denied lost
Americans. But it is not a reeldess budget. and it cuts where we feel
the nation can nbsorlb the (.ilts without un(lile dislocations. In foreign
aid. subsidies to businesses, and placing a 5 percent cap on automatic
pay increases to government employees. It does not deny us a reasonabie national security budget as some would do. and it provides for time
full cost of living increaRe promised to social security recipients.
But. equally important is that this recommended budget draws a line
of demnarcation between the old policies of unsound, reckless economics
and our economic plan of growth without inflation.

172
We also urge a substantially revised revenue projection. Until the
Congress and the President come to terms with a fiscal policy which
is accurately described as "out of control" we believe it would be irrespionsible to extend the tax reductions recently made. We want it
understood that we favor substantial tax reductions, but this can be
done resl.ponsibl only when accompanied by spending reductions. By
not extending tie tax provisions, revenue projections would not have
to b)e reduced from $297.8 to $294.4. Our fiscal picture would thereby
be improved by reducing the federal deficit by $4.4 billion.
in addition, we urge immediate action by t'he Congress to consider
and adopt an energy conservation tax which would yield $7.5 billion.
We urge that this energy conservation tax program be in place by the
start of fiscal year 1976, that is by July 1 of this year. This would
increase the federal revenue projection to $305.3. The two steps taken
together would substantially improve the nation's fiscal health without harming the recovery one bit. On the basis of a revenue projection
of $-305.3 billion our recommendation for outlays creates a federal
deficit in the amount of $34.7 billion, substantially lower than the
Committee's and the President's. Assuming the monetizing of $15 to
$18 billion of the deficit spending, the Governmient's dip into credit and
capital markets under these recommendations would be "limited" to
$15 to $18 billion.
We would like finally to review the pertinent projections; first using
the Committee's figures, thein our own. Private demand for credit is
Ipresently estimated for FY 1976 to be in the range of $190 to $200
billion, although some market economists are now contemplating an
aggregate demand figure of $220. Given a vigorous recovery, it would
be closer to $220 than to $190 billion. Nonetheless, for the purposes of
this review, we use $195 billion. In addition, state and local governmnents are expected to seek about $22 billion. Therefore, total demand
not counting the federal Government's requirements are presently estimated to be $217 billion. A number of factors could change these
figures, lip or down. If the economy continued to deteriorate past the
third quarter of this calendar year, private demand might be less.
For the, same reason, credit demands from state and local government
mnli~rht increase, in a frantic attempt to make ends meet. But the $217
mn1iflion ligure seems reasonable. The net federal demand onl the capital
market, assuming a monetary accommodation of $15 to $18 billion,
based on the Committee's recommendations, would be approximately
$-55 billion. Based on our recommendations, the net federal require.ments would be about a third as inch. Total new credit and capital
demands estimated for FY 1976 under the two l)lans total $287 billion

for the Committee, $251.4 billion for us. If we take into account new
money creation in the $15 to $18 billion range, net demands will be
around $272 billion for the Committee and $236 billion for us.
What are the chances that private lenders (savers) will be able to
come up) with $250 billion, n•iiCer mind th$270 to $275 billion required
under the recommendations of the Cofi-mittee. Candidly, virtually

none. Estimates of available new funds in fiscal year 1976 range from'
$230 to $240 billion. Thus, under the best possible calculations, the
federal Government will cause substantial "crowding out". To whlat
extent will private or state and local government borrowers be driven
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out of the capital market f If the Committee's recommendations are
followed the shortfall could be as much as $40 billion. Under our
acceptablee" recommendation, the crowding-out factor would be limited to less than $5 billion. One waq to translate a $30 billion differential in the "crowding-out" projections is in terms of housing starts.
SAt $38,000 a house, the number of lost starts comes to more than
650,000 units. These calculations, we would remind, are based upon
the proposition that the actual deficit, will be held to the Budget Committee recommendation.
Under conditions in which there is substantially greater private demand for investment funds than the $195 billion figure we used, there
will be enormous pressure on the nation's monetary authorities to
create large additional amounts of new money to accommodate the
incremental demand. Such pressure will have to be resisted if the
nation is to avoid endangering the recovery with a renewed inflation.
It is absolutely essential to future economic growth that it be secured
without inflation. A flood of new money beyond the $15 to $18 billion
which we feel' the economy can handle, would not only guarantee an inflation by 197" but wouldccause even higher interest rates than a year
ago. Within a year or two later, through unsustainable buildup of
investories and erosion of real wages and purchasing power, this would
lead to another and worse recession than the one we are now in.
To end the recession and reduce unemployment is an objective we
all share. But what we think is important is that the nation settle upon
an economic course of action which emphasizes a sustained recovery,
which means a policy of growth without inflation.
4
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[From the Congressional Record)
pp. 86976-S6977
CONGRESSIONAL BUDGET DETERMINATION---SENATE
RESOLUTION 32

CONCU. 'ENT

AMENDMENT NQ.,88'
(Ordered to be printed and to lie on the table.)
Mr. DOLE. submitted an amendment intended to be proposed by
him to the concurrent resolution (S. Con. Res. 32) relating to a determir.ation of the congressional budget for the U.S. Government for
the Ascal year beginning July 1, 1975.
AMENDMENT NO. 887 2

(Ordered to be printed and to lie on the table.)
Mr. MONDALE (for himself, Mr. Humphrey, Mr. Javits, Mr. Williams, and Mr. Schweiker) submitted an amendment intended to be
proposed by them jointly to the concurrent resolution (S. Con. Res.
32), supra.
AMENDMENT

NO. 891'

(Ordered to be printed and to lie on the table.)
Mr. HELMS. Mr. President, Senate Concurrent Resolution 32 purports to reflect the will of Congress. It seeks to put us on record as
favoring a gargantuan budget deficit for fiscal year 1976. According
to the resolutionThe amount of the deficit in the budget which is appropriate in the light of
economic conditions and all other relevant factors is $67.2 billion.

In my view, this amount is preposterous and I wish to go on record
as unalterably opposed to this kind of fiscal irresponsibility.
What are these so-called economic conditions and other relevant
factors justifying this resolution? The answer is, there are none, none
at all. We are told that this vast deficit is necessary to stimulate the
economy, an argument that I find incomprehensible in light of the fact
our present economic situation is a product of successive deficit budgets. Instead of stimulating the economy, the new budget will, in all
likelihood, run it further into the ground.
LSee p. 517.
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EVER-INCREASING PRICE ON ALL COMMODITIES
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Certainly I need not remind my colleagues of the ever-increasing
price of just about every commodity one can possibly imagine, includIng the necessities of life such as food, shelter, and clothing. Who is so
blind as to ignore the obvious truth that this spiraling in action is the
offspring of deficit Federal spending during the past four decades?
For ny years now-longer than I care to remember-we have
been living on tomorrow's income. According to figures released on
February 3, 1975, the Federal budget for fiscal ear 1975 exceeds $313
billion, with a deficit of more than $35 billion. Then the Federal budget
for fiscal year 197M was estimated to exceed $349 billion, with a deficit
of over $51 bMion. Senate Concurrent Resolution 32 proposes that the
budget outlays for fiscal year 1976 should be $365 billion, with a deficit
of $67.2 billion.
As I have noted on previous occasions, the interest alone on the
Federal debt exceeds $30 billion a year. For fiscal year 1975, the interest
is estimated at $32.9 billion. If we consider simply the round figure of
$30 billion a year in interest on the debt, we are paying $62,595 a
minute in interest. This is $1,043.25 every second of the day.
MOKE DISTURBING FIGURES

And here are more disturbing figures. On December 31, 1972, the
national debt was $449.3 billion. A year later it was up $20.6 billion to
the sum of $469.9 billion. On December 31, 1974, the debt was up
again-to $492.7 billion, an increase of $22.8 billion over the previous
12 months and an increase of a whopping $43.4 billion in the 2-year
period.
Where does it end? The answer is obvious. If action is not taken in
this Chamber to stop deficit spending, and emancipate our fiscal
policies from the economic theories of John Keynes, we are headed for
economic disaster. The American people know this, if the polls be any
guide. Their faith in the American economy has already been shaken
to the point that they fear a real depression, and here we are singing
hosannah to the gods of big spending.
In the interest of candor and honesty, let us level with the American
people for a change and admit that it is Congress which has created our
current economic collapse and only Congress can do something about
it. It is not pleasant to contemplate one's own folly, but I for one believe
that it is time for Congress to say to the American people, "Yes, we
caused this economic mess-we and our predecessors, who led the
Government of the United States into the swamps of deficit spending
and, what is worse, led the American people to believe that the swamps
were a good place to be."
INFLATION HURTS EVERYONE

Before we become more deeply mired, let us turn to commonsense
and simple arithmetic for an honest solution to our economic problems.
An y real solution must address itself to the real cause of the problem,
andnotJust the symptoms. Any budget that falls short of the balanced
budget falls short of our goal of economic prosperity, for even a little
deficit spending and a little inflation hurts everyone.

8
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I, therefore, propose an amendment in the nature of a substitute to
Senate Concurrent Resolution 32. My substitute provides a balanced
Federal budget-a zero deficit. It works this way: the Budget Committee estimated that Federal revenues under exist law would be $297.8
billion. Accepting this figure for income, and appyi the concept of a
balanced budget, I propose that the appropriate level of total budget
outlays is $297.8 billion. The Treasury Department has projected the
amount of the national debt at the conclusion of the current fiscal year
•
to be $531 billion. Since the Government should operate on a balanced
Budget for the next fiscal year, including the expenditures for interest
payments on the debt, no increase in the debt level is necessary. The
appropriate level for the deficit, of course, is zero.
One final figure remains in my substitute. That is the appropriate
level of total new budget authority. I have simply accepted the
Budget Committee figure of $388.6 billion for budget authority.
I frankly doubt that we should go on increasing spending authority.
The ultimate result will be that the Government eventually controls
every sector of our economy, with a consequent diminishing of freedom
and justice. But I recognize that this Congress will probably not turn
away from the siren call of initiating new programs.
AUTHORITY NEED NOT BE EXERCISED

Yet in the long run we must recognize that simply because the authority is granted, it need not be fully exercised. This authority should
be exercised only in a manner consistent with the concept of a balanced
budget not only for fiscal year 1976, but also for succeeding fiscal years.
A final question remains. Where should the necessary reductions in
expenditures be made in order to achieve a zero deficit? As my colleagues are aware, there are many competing points of view in response
to this question. I am aware that there are some who would substantially reduce defense spending, but I favor a strong national defense
with appropriate expenditures to accomplish that important goal.
There are some who feel that appropriations for social welfare programs are not large enough at present, but I feel there is a great deal of
wasteful spending in this area. Considering all of the diverse views, I
propose that Federal spending be cut across the board, on a pro-rata
basis, with the single exception of interest payments on the national
debt, in order to achieve a zero deficit. The interest payments on the
debt should be paid as they accrue. As a basis for determining the prorata reductions, the budget message of the President relative to the
Federal budget for fiscal year 1976 together with supporting material
should be used.
EXPECTATION OF PROSPERITY AND fMEEDO

While this approach is not fully responsive to all of my concerns
regarding wasteful Federal programs, it is perhaps the most realistic
proposal in the light of the realities of life that confront us. I make this
proposal of across-the-board reductions frankly as a concession to opposing philosophies, but I do so because I believe so firmly that the
future of my grandchildren is at stake, together with the future of
every American who hopes that his lineage may face the future with a
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reasonable expectation of prosperity and freedom. I say this because
there is no real freedom without economic freedom. And, there is no
economic freedom in the midst of spiraling inflation, and confiscatory
taxation, and there certainly is no real prosperity.
I urge the adoption of this substitute.
[From the Congressional Record-Senate, April 29, 19751

pp. 87067--7111
CONGRESSIONAL BUDGET DETERMINATION

The ACTING PRESIDENT pro tempore. Under the previous order,
the Senate will now proceed to the consideration of Senate Concurrent
Resolution 32, which will be stated by title.
The legislative clerk read as follows:
A concurrent resolution (S.Con. Res. 32) relating to a determination of the
Congressional Budget for the United States Government for the fiscal year

beginning July 1, 1975.

Mr. MUSKIE. Mr. President, I ask unanimous consent that the
following members of the staff of the Committee on the Budget have
the privilege of the floor during consideration of and votes on Senate
Concurrent Resolution 32:
Douglas Bennet, John McEvoy, Arnold Packer, Sid Brown, Marc
Lackritz, Steve Browning, Rodger Schlickeisen, Ira Tannenbaum,
Dennis Sachs, Mike Joy.
Robert Boyd, Bruce Thompson Franklin Jones, David Blackburn,
William Stringer, Bert Carp, Hal 6 ross, Susan Kinsman, Bill Jackson,
Nik Edes, Jon Steinberg.
The ACTING PRESIDENT pro tempore. Without objection, it is so
ordered.
Mr. MUSKIE. I yield myself such time as I may need.
Mr. President, today we test the new Budget Act for the first time.
The results will say a lot about Congress' ability to manage the
Nation's future.
For the Budget and Impoundment Control Act of 1974 is not a
bookkeeping tool. It is a policy instrument that gives us new control
over the direction America takes.
HOW AMERICA'S RESOURCES WILL BE USED

It enables us to say, indeed, it requires us to say-how America's
resources will be used.
How much shall we spend? How much can we afford?
How much shall we tax? How big will the public sector be?
Will the transition from energy plenty to energy scarcity be smooth
or rough?
e
p
How and where shall we invest today to meet the energy needs of
tomorrow?
Who will bear the heaviest burden?
What challenges does the world hold for us after Vietnam? How
much shall we invest in arms? How much in trade development?
How much in intelligence? How much in diplomacy?

179

m

Where shall we encourage Americans to live; in cities or in suburbs,
or in rural America?
How much for education?
How much for health; for research; or disease prevention; or hospitals or doctor training; or clean water and clean air?
Siallwe do all of these things, knowing that it will mean not doing
something else?
How can we insure 200 million Americans a better life tomorrow,
and next year, and for generations?
We will not address all of these issues this "year.
TAKING FIRST STEP

We are taking only a first step; we will determine how much we
mean to spend altogether, without voting on how we mean to divide
the pie.
Put we are launching a process which hopefully will serve us all in
future years, when these issues are more starkly drawn and when the
decisions will, therefore, be much harder.
Why start now?
The act would permit us to put off this concurrent resolution for
another year, and this debate and the discipline it implies. But the
state of the Nation will not.
If we did not have a means of matching total spending with economic need this year, we would want one.
If we did not have an instrument for making overall fiscal policy
and monetary policy judgments; if we did not have a way to total up
spending programs before we make commitments rather than after we
make them, then we would be searching for one.
CONGRESS MUST SHAPE RECOVERY

For Congress must-now shave a recovery program that will help
pull the United States out of the worst recession in a generation.
This year, the public looks to Congress for assurance on two counts.
People want an end to the harsh cycles of recession and inflation that
have dominated the economy for a decade. They want help for people
who are suffering because the economy has faltered.
So writing the Federal budget this year is more than a dry exercise
in cost accounting. The costs this year are counted not only in dollars,
but in the fears and needs of millions of wage earners who leave their
families in the morning on their way to unemployment lines, not to
jobs.
The act requires the Budget Committee to spell out every year at
this time thelevels of revenue and levels of outlay for the next fiscal
budget, and to describe the size of the surplus or deficit that those
levels would produce. Even without the function-by-function allocations which the Budget Committee will report in future years, these
overall totals will have enormous significance for America's fiscal
policy.
CHANGING NEEDS DICTATE BUDGET CHANGES

The act requires the Senate to take action on those recommendations
at least twice-once in May, to give standing committees a financial
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target toward which to work; and once in September, to confirm these
levels of outlay, or adjust them in light of changed economic conditions.
Resolutions to adjust the totals may be introduced at any time that
changing national needs dictate changes in the budget, and the Budget
Committee will certainly report again before September if conditions
deteriorate beyond what we anticipate in our present resolution.
The committee beli ves that the revenues which will be produced by
existing tax laws-including the tax reductions which
8oness
approved last month-are at an appropriate level: $297.8 billion.
We reconnmend outlays of $365 billion. It is the judg enit of most
members of the committee that the deficit which this budget calls
for-$67.2 billion-is not only inevitable but necessary.
DEFICIT FIGURES CLOSE

The deficit contemplated by the committee's proposal is not significantly different from that which would result from the administration budget. But there are major differences in emphasis. Some
money which the administration would spend for defense, for example,
can be moved into programs that will help families buy food and
clothing. Some money which would have been sent abroad can be
invested here at home to develop resources for the future. The committee's proposal allows for $4.5 billion in emergency antirecession
programs including the Emergency Employment Appropriations Act
passed last week.
The Budget Committee did not endorse that deficit easily. I think
it is fair to say that the size of the deficit dominated the final markup
sessions that led to this resolution.
But the deficit is a recession deficit, not a spending deficit. With full
employment, this budget would produce a modest surplus. But we do
not have full employment, and the deficit is a direct consequence. The
recession will take more than $200 billion out of the pockets of Americans in wages and profits in the next fiscal year alone. The Federal
share of that loss is about $53 billion in taxes that will not be paid
because people are not working and because plants are closed.
The rest of the deficit will result from payments for unemployment
insurance and for food stamps and for other programs whose costs
are up because of the recession.
NEW BUDGET WILL PINCH

This new budget process will pinch. It is supposed to pinch. It is
supposed to remind all of us that some of our favorite programs must
be funded at levels lower than we want. My colleagues will be reminded
many times during this debate of things we cannot do with a $365
billion budget.
I would like to run through a partial list of the things we can do with
$365 billion, which is after all, quite a lot of money.
We can provide some income through unemployment insurance and
other assistance programs for millions of families in which the breadwinners have been laid off. It can help them ride out the recession.
We can pay the hospital and doctor bills of the elderly and of lowincome families which cannot afford medical care.
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We can increase the checks of social security pensioners to help
offset the rising cost of living.
We can help thousands of youngsters start and finish college. We
can hire unemployed workers to rehabilitate the Nation's railroads
and repair veterans' hospitals.
We can support space programs, buy land which is needed for parks,
and finance energy research.
And we can pay for a strong defense force that will protect the
Nation's interests.
CANNOT SPEND LESS AND STILL HELP

Could the Federal Government spend less, Mr. President? Not
when the very economic stability of the Nation is at stake. The
Budget Committee's near-unanimous judgment is that we cannot
spend less and still help millions of unemployed workers and their
families weather the worst recession in a generation. We cannot spend
less and still meet our commitments in national defense, transportation, and other programs.
Why cannot the budget be balanced? The surest way to turn a
serious recession into a real depression would be to cut spending
drastically or increase taxes drastically. Either way, the amount of
purchasing power in the economy would decline still further..As
Charls W. Walker, former Deputy Secretary of the Treasury Department in the Nixon administration, told the committee during
hearings, the Federal Government tried to balance its budget in 1931.
As Mr. Walker put it:
They raised the taxes and they further exacerbated the deflationary pressures
and incomes dropped and profits dropped and it just did not work.
NOT CERTAIN

Is the spending target high enough, Mr. President? Nobody can
answer that question with absolute certainty now. As I told the
Committee on the Budget, I would have preferred a bigger investment in temporary recovery programs, such as emergency revenue
sharing to help cities and States which are losing income because of
the recession. Believed we could do more now to fight unemployment
without risking renewed inflation, but the committee wanted to move
one step at a time, and I support that decision. If unemployment
continues to rise as sharply in the next few months as it has in recent
months, the committee will consider another resolution to adjust the
spending target to meet the changing needs.
Is the pattern of spending appropriate? In future years, spending
targets for each function of Government will appear in the concurrent
resolutions. This year we have put them in the report only, where
they serve as benchmarks which should help the Senate stay within
the overall spending totals we recommend.
The committee has moved about $4 billion, from the President's
budget for defense and international affairs to programs that will
help people cope with the recession and inflation. It has added to that
some $4.5 billion in temporary recovery outlays. It would not be
possible to produce a pattern that would satisy every Member of
the Senate or even of the committee on the budget.
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I am persuaded that this budget and its deficit represent the figures
which the Budget Act requires the committee to recommend-the
appropriate levels of income and outlay. It is not a perfect document.
It does not fully reflect the views of every member of the committee.
To do that, it would call simultaneously for higher and lower levels of
spendinF on defense. It would leave room both for increases and decreases m existing programs. The deficit would at once be larger and
smaller. But it is a budget on which a substantial majority of members
of the committee could and did agree.
DEFICIT NOT INFLATIONARY

Is the deficit inflationary? Not when the Nation's economy is operating at a level so far below capacity. This proposed budget will provide
between $50 and $75 billion in stimulus. The economy is more than
$200 billion below par. Even with this budget, there will be slack in
the economy.
I want to emphasize an important feature of this budget which
should allay fears of more inflation in the future. A number of witnesses
urged the committee to approach this resolution as though it were
preparing two budgets. One budget would cover permanent programs
which would be required regardless of economic conditions-education,
health; defense, social security and transportation. The other would be
a budget designed to support temporary recovery programs, such as
public service jobs. Although the line between the two cannot always
be clearly drawn, our total figure is the result of just such a twobudget approach.
The money which is allocated to basic programs has been increased
over fiscal 1975 by just about enough to make up for the effect of
inflation. The base budget is about $345 billion. The remainder of the
budget is devoted to temporary spending programs that will disappear
as unemployment drops and the economy is restored to a pattern of
stable growth.
One reason, Mr. President, for the two-budget approach is to assure
that outlays for permanent programs this year do not lock Congress
into an unrealistic base for shaping the fiscal 1977 budget. Another
reason is that it will be of some help to Congress in tracking the budget
and other budgets to guard against spending more than the economy
can absorb without creating new inflationary pressures.
FISCAL AND M(OETARY DECISIONS CAME TOO LATE

I am not going to claim that the Budget Committee has solved that
very difficult problem. The record as brought out in our hearings and
seminars is clear that fiscal and monetary decisions over the past
decade often came too late to be effective. In the past 2 years, the policy
decisions have simply been wrong, based on a misreading of the real
state of the economy. The Budget Committee had that history very
much in mind when it drafted this resolution and report.
In my opinion, this budget will meet present needs as we perceive
them at this time, and stilf take fully into account the need to avoid
creating problems for the future. I would neither raise nor lower the
ceiling the committee recommends. As I have said, if conditions
change and a new resolution seems necessary, we will promptly report a new resolution.
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FIING iTS WAY

Mr. President, the Senate Budget Committee has been gingerly
feeling its way into a whole new field of congressional responsibility.
I want to congratulate and thank every one of my colleagues for the
patience and imagination they have displayed.
Each of us had to watch cuts made in areas we hold dear. Each of
fiscal responsibility
us
lies.has agonized over the question of where true
While our product may not be as complete
as it will be in future
years, I put it before the Senate with pride and confidence.
I want to thank every other committee for the cooperation they
have given us in advising us of their needs and recommendations, and
in understanding why we make the recommendations now before the
Senate.
And finally I commend this new process to each of my colleagues.
Some of it Will seem complicated at first. The pinch of fiscal realism
will frustrate them as it has the members of the Budget Committee.
But as our debate progresses, I believe each of us will find himself
getting a handle on the real choices before this Nation.
I believe our debate will set a positive and useful precedent for
future years.
I believe it will help restore public confidence in America's economic future.

And I believe it will show that our budget reform makes as much
sense in practice as it does on paper.

STAFF OF PROSSIONALS
I close finally, Mr. President, by expressing my appreciation to the
staff of this committee. The staff is made up of a core staff of professionals who fully serve every member of the committee, regardless
of party. I think their performance has been of the highest conceivable
professional standard, under the pressure of inadequate time, in learning to live with each other and the committee, as well as to organize
themselves and their ideas.
The other part of the staff is made up of the professional assistants
which the Senate has provided for ever member of the committee,
and I must compliment them as well on fitting into what I suspect has
been a frustrating role, the work of the committee as a whole. My
impression of the staff, both the core staff and the aides of the Senators on both sides of the party line, has been that they regard themselves as members of a unit-the Senate Budget Committee-whose
responsibility is to present this kind of report to the Senate as a whole.
I now yield; with full appreciation, to my good friend from Oklahoma, the ranking Republican member of the comnmitize, with my
personal thanks for his extensive cooperation.
Before I do thf.t, I wish to make a unanimous-c&aisent request,
the necessity for which I find incredible. I ask unanimous consent to
use hand calculators on the Senate floor.
The PRESSIDING OFFICER (Mr. Ford). Without objection, it is so
ordered.
Mr. MUSKIE. I understand that the rules are so ancient and esoteric
that the ability to use these calculators except by unanimous consent
seems to be in doubt. I asked whether or not I could use my fingers
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without unanimous consent-I assume that that is the original hand
calculator-and there seems to be doubt on that score, too.
yeld
.I to the Senator from Oklahoma.
r. DOLE. Mr. President, will the Senator yield for a unanimousconsent request?
Mr. BELLMAN. I yeld.
Mr. DOLE. I ask unanimous consent that Jim Wells and Bob
Downen of my staff have the privilege of the floor during the consideration of Senate Concurrent Resolution 32.
The PRESIDING OFFICER. Without objection, it is so ordered.
Mr. BELTJMON. Mr. President, I would first like to congratulate
our distinguished chairman, the Senator from Maine, on the excellent
statement he has just made. This is entirely consistent with the
extraordinary job he has done so far as chairman of the Budget Committee. During months of hearings and the lengthy deliberations on
this resolution, the Senator has been incisive, thorough. tough, and
fair, and has led the committee to the introduction of this resolution,
which I hope the Senate will support overwhelmingly.
COMPLIMENTS TO STAFF

I would also like to join the Senator from Maine in complimenting
the staff. The staff has had a difficult job in getting organized, under
the pressure of time which the committee has faced, to get this
resolution in shape for consideration. They have met these challenges,
have had a high degree of expertise, and have been invaluable to the
committee members as we considered this measure.
Mr. President, the Senate today is embarking upon a historic new
procedure as we undertake establish a more responsible method of
managing the fiscal affairs of our Nation. If this venture succeedsand it must succeed--it will usher in a new era of better informed
decisionmaking by the Congress. It will mark the beginning of the
careful weighing of the relative worth of various governmental
activities so that a proper balancing of available resources with
recognized need can be achieved. While today is the first time the
attention of the full Senate has been directed toward the budgeting
process, many months of work has already gone into this effort by
the members and the staff of the Budget Committee. Both members
and staff have worked tirelessly and constructively in the preparation
of the First Concutrent Resolution on the budget which is now
before us.
Mr. President, I would now like to address what I feel are the
central issues as regards the overall implications of the Federal
budget-the issues of inflation and unemployment.
FISCAL RESTRAINT MUST BE USED

This resolution contains the Budget Committee recommendations
for an overall spending limit for fiscal 1976, our best estimate of
Federal revenues and necessarily a recession induced deficit which
the committee believes represents the maximum amount of stimulation
our economy can tolerate without rekindling the recent destructive
inflation. There are, of course, those on the committee and those in
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the Senate who believe we can and should do more to stimulate the
economic recovery. Likewise, there are those on the committee and
in the Senate, myself included, who, while recognizing the need to
provide economic stimulation and to reduce unemployment, believe
that spending priorities must be set and followed. Fiscal restraint
must be used to avoid the mistakes of the past. We cannot afford
another dangerous round of inflation with the inevitable and probably
more severe recessionary correction which would follow.
Inflation is the result of excesses in our economy that ultimately
are corrected by a recession. These excesses themselves are partly
the result of past spending practices of the Federal Government. We
are all familiar with the basics of Keynesian economics. Specifically,
we have been quick to sponsor his ideas of deficit spending. We have,
unfortunately, ignored the second portion of his rules which states
that deficits incurred in recession years should be retired by budget
surpluses in boom years. The budget is supposed to act as a brake on
both sides of the cycle, thereby smoothing it. Our budget has been
in deficit 14 out of the last 15 years. What we have done in the past
is remove the brake on the upside of the cycle.
PAYING PRICE FOR EXCESSES

Admittedly, the expansion that results initially is quite pleasant for
everyone. However, we are now paying the price for our excesses. The
price is the most severe recession since the 1930's. Sadly, the vast
majority of the blame for these excesses and the current recession must
be attributed to our past fiscal irresponsibility. Congress has no one to
blame but ourselves.
My concern, however, is not with allocating blame; it is with seeing
that we. do not repeat the same mistakes. We must, realize that we
have limited resources and that all our problems cannot be solved at
once. We must set spending levels and priorities which reflect national
needs and live with them. More importantly, these spending priorities
must be set in light of budget revenues. We must say to the American
people that, while we recognize the problems, we also recognize that
we will create more and worse problems in the future if we do not
begin to enforce discipline through the budgetary process. This is
why the work of the Budget Committee and the Congress on estabfishing levels of spending is of such vital importance.
PUTTING ISSUES IN PERSPECTIVE

By way of putting these issues in perspective, I would point out
that the net budget deficit for fiscal years 1965-74 was $102.9 billion
and the net budget deficit now estimated for the 2 fiscal years of 197576-$45-$67-is $112 billion. I submit that this may be a difficult
burden on our credit markets and on our society. This is a matter the
Budget Committee considered carefully at arriving at our spending
limit.
The unfortunate result of the prospects outlined above is that the
unusually large deficits force the Federal Reserve to expand the
money supply at high rate for a lengthy period of time. A slower rate
of growth in the money supply would result in even higher interest
5"-59--75---18
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rates which would tend to choke off the recovery. This combination
of extreme fiscal and monetary stimulus significantly enhances the
risk of renewing inflation. This would, of course, also choke off the
recovery. The Budget Committee recommendation has taken into
account these dangers. We have also attempted to set levels of stimulus
needed to hasten recovery. This will lessen the low revenue impact
caused by high unemployment and result in a lower deficitlover the
long run.
DEPRESSING EFFECTS CAUSED BY INFLATION

Dr. Fellner's position is that in reality and over a longer time span,
there is no tradeoff between inflation and unemployment. That is, it
is not axiomatic that if we are willing to accept a higher rate of
inflation, we can have less unemployment. Recent events suggest
that inflation causes unemployment; that inflation above a moderate
rate increasingly exerts depressing effectA on our economy. Fortune
magazine, in its March 1975 edition, refers to those depressing effects:
Inflation erodes consumer purchasing power and confidence. It causes interest
rates to rise, thereby blighting the stock market, depressing the housing industry
and expanding corporate borrowing costs. It creates illusory investory profits on
which businesses have to pay nonillusory taxes. It undermines the financial position of companies, such as regulated utilities whose prices rise less rapidly than
their costs, etc.

The probable result of inflationary stimulation is a short term
reduction of unemployment, followed by a long term increase in
unemployment and other unpleasant factors that accompany a
severe economic correction.
The simple fact of the matter is that we still, after enduring the
nain of severe inflation and while enduring the pain of historically
high unemployment, are in danger of beginning a new process of
governmental overspending, deficit financing, and overstimulation.
I can only urge that we reexamine the recent events and take heed
of the lesson that we absoultely must learn.
The Budget Committee has kept this danger in mind and attempted,
successfully, I believe, to balance it against the dangers of deepening
recession.
UNDERMINING OF PUBLIC CONFIDENCE

The impact of continued deficits is devastatingly inflationary for
our economy. This is particularly the case when the monetary expansion required to finance the deficits is considered. This dual stimulation
increases demand for goods at a rate faster than the capacity to produce these goods is increased. The result is upward pressure on the
price level. This effect is bad enough, but probably the most unfortunate result is the undermining of the public confidence in Government's
ability to cope with economic realities. The restoration of this confidence must be our primary objective. To accomplish this goal we must
begin by exhibiting fiscal responsibility. Once this process has begun,
people can begin again to plan with some degree of certainty and we
will have begun the journey back to reasonable economic growth and
much less inflation. I support the Budget Committee's resolution
because I believe it can help reach their objective.
It is my earnest desire that the Committee on the Budget can work
to piovidle this fiscal discipline by forcing us to make hard choices
and forcing us to allocate resources in a manner which is designed
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to yield the maximum benefit. I am equally earnest in admonishing
my colleagues on the committee and in the Senate to realize that we
cannot continue to spend with little or. no regard to revenues. We
must consider both sides of the equation.
FEDERAL GOVERNMENT'S RESPONSIBILITY

It is for these reasons that I favor the lowest level of deficit which is
with the Federal Government's responsibilities, to paraphrase the Preamble of the Constitution, to provide for the common
defense, promote the general welfare, and endeavor to insure domestic
tranquility. While the establishment of proper levels of spending to
attain these goals is an imprecise science at best, the levels recommended represent the best judgment of the Budget Committee. These
judgments were arrived at after many weeks of testimony from wellinformed witnesses-witnesses representing a broad spectrum of
economic thought and experience.
Mr. President, the apparent differences between the recommendations of the President and the Budget Committee are not large. If the
same assumptions of income and levels of unemployment are used,
the differences almost totally disappear. In candor I must say that the
assumptions made by the Budget Committee appear to be more
realistic at this time than those made by the President at an earlier
date. Levels of unemployment have continued to rise, reducing prospects for Treasury income and increasing costs of unemployment and
welfare programs. Also, the reduced vitality of the energy industry
coupled with continued opposition to development of the Outer
Continental Shelf reduces the prospects for income from lease sales.
Also, there is little prospect for the energy program proposed by the
administration ever becoming law.

"consistent

TAKING THE FACTS INTO ACCOUNT

-•

The Budget Committee has realistically taken these facts into'
account. I am deeply disappointed that the administration has refused
until now to do likewise. When they do, the line the President drew
at $60 billion deficit will of necessity be raised to very close to the
Budget Committee level of $67.2 billion.
Mr. President, I came into the Senate after serving as Governor of
Oklahoma. Oklahoma's constitution wisely requires that our State
government operate on a balanced budget. In my opinion the Federal
Government should do the same over a period of years. My objective
in supporting both the budget process and this resolution is to attain
that objective.
The facts are that the present economic difficulty is the direct
result of past indiscretions in the levels of Federal spending. Inflation,
high interest, reduced consumer confidence, reduced production and
high unemployment have resulted, causing the present imbalance
between Federal income and outlays.
AVOID REPEATING MISTAKES OF PAST

It would be impractical if not, impossible to attain a balanced
budget in fiscal year 1976. However, by achieving a realistic level of
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economic stimulation, which I feel the Budget Committee resolution
does, we can produce a stronger economy and lower level of unemployment making possible a balanced budget within a relatively
short time. Once we achieve that objective, the budget process will
help Congress avoid repeating the mistakes of the past.
Mr. President, I feel it is significant that while no member of the
Budget Committee is completely pleased with this resolution, it was
reported out by a vote of 13 yeas and 2 nays. Also, separate views
have been entered both by those who would spend more and those
who would spend less. The inescapable conclusion must be that the
levels recommended by the Budget Committee represent a reasonable
and responsible attempt~to reach a realistic,,evel of Federal spending
.#
for fiscal year 1976. : I urge the adoption of the resolution.
Mr. MUSKIE. Mr. President, I would like to compliment my

d.t•Ctinguished- friend- fr.m..Dklahoma for his excellent statement.
We did not work together to make our StateniMhts complementary,
but I think that is the way it developed, and I am pleased with the
points the Senator selected for emphasis.
At this point, I am delighted to yield to my colleague from the
committee, my good friend from Utah, who has given the committee
such dedicated, patient, committed attention and good work over
the weeks of our labors.
I would like to take this opportunity to say thanks to him, too.
Mr. DOMENICI. Will the Senator yield for a unanimous-consent
request?
Mr. Moss. Yes, I yield for that purpose.
Mr. DOMENICL Mr. President, I ask unanimous consent that
Franklin Jones of the committee staff be granted floor privilege for the
remainder of the debate on this resolution.
The PRESIDING OFFICER. Without objection, it is so ordered.
The Senator from Utah.
Mr. Moss. Mr. President, the Federal budget is the most important
policy document which the Congress considers each year. Through its
policy, fiscal, and monetary implications the budget can serve the
purpose and causes of progress and enable achievement of national
goals and objectives.
AFFECTS EVERY AMERICAN

The budget is a comprehensive economic, political, and social
statement that affects every American.
In considering the first concurrent resolution for fiscal year 1976
and the Budget Committee report, the first to be filed under the budget
reform procedures enacted last year, we are pioneering in a new procedure and plowing new ground. I believe the process which the
Congress adopted last year, under the Congressional Budget Act, is
one of the most significant and positive changes in Government in
decades. The Congress has new opportunities in Federal budget
making and the policies and programs which flow from it.
As an instrument of the Senate, the Budget Committee has had a
unique opportunity to examine and consider the Federal budget.

BEST COPY AVAIBLE
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Testimony of witnesses representing the administration, labor,
management, and other public and private sectors and information
from a variety of sources were consideied. We also received and carefully considered reports of the Appropriations and the several authorizing committees of the Senate in developing the end product.
ENLIGHTENING AND SOBERING EXPERIENCE

Developing a budget under the demandingg requirements of the
Budget, Act, provides an enlightening and sobering experience. It
manifests the foresight and wisdom of the Congress in enacting this
budget process for control of the Federal budget. In considering the
budget as a whole, to develop the concurrent resolution, the committee
was given a mountaintop view--perspective-and I am pleased to
have been a participant in the process as a member of the committee.
This was not any easy year for budget making. Rejecting a meat
('leaver approach to bueIget cutting and avoiding inaccurate if polttically useful revenue projections, the committee's initial effort proceded well and resulte('d in tie (development of an effective and
responsible product for tile consideration of this body.
Included in its first, concurrent resolution are recommendations on
the following five it emos: First, total budget authority; second, total
budget outlays; third, total Federal revenues; fourth, amount, of
Federal deficit; and fifth, changes in the public debt. These parts
dovetail together and logically should be considered as integral parts
of a total package if the end product is to be sound.
FUNCTIONAL TARGETS NOT SPECIFIED

In future, the concurrent resolution will specify totals for each

functional category%of Government programs as well as tile overall

ceiling which a

tears in this year's, resolution. Functional targets are

not specified this year, partlyr to give all committees andI I embers

more time to become familiar'with the new budget process and partly

to allow Congress flexibility in devising an economic program. I

believe the report's 11,ussi;)n of programs by function is useful as a

guide to what the 1. 'ion can affoM this year and what it cannot.
Because of pressing domestic problems, there is now an urgent need
for )Ositive action to arrest. the( eonmitc slide, to get people back to

work and to provide for exp)andled economic recovery. The resolution
and accompanying report by the committee outlines a strategy to address these probleins, to reduce unemployment and to prevent a
recurrence of last year's double digit inflation rate. In the view of the
committee the budget for fiscal year 1976 should meet four important
tests. It should:
First. Provide funds for national security, education, health
care, pensions, and other established programs, which tile people

of the United States would need, regardless of the state of the
economy.
Second. Provide finds over and above such basic needs to
help pull time United States out of its most devastating economic
decline since the 1930's.

BEST CONY AVAILABLE
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Third. Be designed as a first step toward ending the increasingly
harsh cycle of inflation and recession which has dominated our
economy for nearly a decade.
Fourth. Provide direct help to those Americans whose incomes
have been cut off or reduced by the recession.
In the judgment of the committee the level of spending that best
meets all of these tests is a budget of $365 billion with revenues of
$297.8 billion. At these levels the deficit of 1976 would be $67.2
billion. If, however, most provisions of the Tax Reduction Act of 1975
are extended into calendar year 1976 and if an energy tax is enacted,
the'revenues would then be $295.4 billion and the (lefi(cit would be
$69.6 billion.
DIFFERENT PAIVERN OF FEDERAlJ $PENI)INO

As.-umiing similar estimates of Federal revenues and program costs,
the committee estimates a Federal deficit which is within $1.2 billion
of President Ford's proposed deficit ceiling, However, it should be
pointed out that the report calls for a di&erent pattern of Federal
spending than the administration proposed. The alternative strategy
would give greater priority to programs aimed at reducing unemployment ,nd providing relief for those affected by it. For example,
the committee strategy includes: Full cost of living increases for
recij)ients of Fedleral prI1ogram. s.uc'h as social security, medicare, and
nie(dical; $4.5 billion ,or temporary recovery programs such as
unmplovyment compensation and foodI stanips;'and a $4 billion shift
from dense and foreign aidl spending to programs which address
human needs. 'Pihe committee's proposal woN d also enable tineimnployment, to be reduced faster and to a lower rate than the President's
proposed
blidget. believes that such measures together with the $22.4
'ITlie cobudittee
billion in tax relief already enacted by the Congress this year will
hell) restore consumer confitlence and ")urchasing power needed for
CConln0fl(C recOv'I'ry.

FACT OF ECONOMIC LIFE
To the question about deficit, we already have one; it is a fact of
economic life. Further, I believe it is significant that every witness who

appeared before the committee agreed that a sizable deficitt was

inevitable in fiscal year 1976. IThe inevitability becomes necessity if
the economy in to be turned around. Thus, thie real question is 'not
wvhther, bult how much deficit. Regarding the size of the deficitsome say a deficit, of $60 to $70 billion is too much, others will say it is
too little. But after study and careful consideration, it, is the committee's best judgment that the strategy recommended provides the
right program to address our present economic needs and problems.
To those who a(dvocate a greater (lefiit to provide more antirecession programs, let, me point out that the committee's proposal
already includes $4.5 billion in temporary recovery programs over and
above some $15.2 billion built in relief programs such as unemploymnent compensation and food stamps. Additionally, we will

monitor the economic picture between now and September, when

action is to be completed on a second concurrent resolution. This will
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provide the opportunity to consider additional temporary recovery
programs or make other adjustments based on the economy's actual
performance.
REAL UNEMPLOYMENT CLOSER TO 10 PERCENT

I share the concern of those who advocate a smaller deficit. But

official figures indicate 8.7 percent unemployed. Adding another

million plus, to account for those who have become discouraged and
stopped looking for work makes the real figure closer to 10 percent.

In some groups, particularly among minorities, youth and In some
cities, estimates of unemployment are in the range of 40 percent.
Only this last weekend we witnessed a great influx into this city of

vast numbers of people coinplaining about being unemployed.
Over 2 million household heads tire among the uncm lohyed. Moreover, each percent of unemployment costs the Fedora Government
about $16 billion in reduced taxes and increased spending for unemphloyment coimoptensation and related programs ; costs State and local
governments about $5 billion annually, and costs our economy over
$48 billion in lost production. Our economy is now operating about
$230 billion below potential. In other words, $230 billion of goods and
services that couh have been produced were not. We have idle machines and idle people. This is a waste of resources, and a waste of
human resources which is the most cruel and costly of all.
STORY OF IIUMAN SUFFERING
These figures do not begin to quantify human costs or to tell the
story of human suffering, fear, or broken lives. If social justice means
anvihing at all, it means to prevent over 8 million people from being
unemployed for 2 years, it means getting them back on the job and
keeping their hopes and aspirations alive.
With this in mind, the committee's strategy is one which is aimed
toward stopping the economic slide, turning the economy around,
getting people back to work and reducing unemployment in a way
which avoids a recurrence of last year's double digit inflation rates.

These are national requirements which must. be met. The concurrent

resolution and the accompanying report proposes a strategy to meet
these requirements and to bring the economy back to something
closer to full employment. 'IThat is the only way to stop deficit spend-

ing in today's economic situation.
.Mr. President, I think that the budget which has been fashioned,
and the concurrent resolution which presents it, states the stark facts
that we have before us with which we have to deal. It pJrovides us with
the guidelines of trying to get our economy moving again so that people
are back to work and-paying taxes, anti that our deficit then can be
brought down. If we do not do that, we will go along for a much,
much longer period before we can expect to see the upturn of the

economy that will take us out of the recession in which we find ourSol ves.
BROUGHT US TOGETHER
Mr. President,, I compliment the chairman of the new Budget
Committee. lie has, in this very first year of our existence, brought

us together to work diligently and long on the matters before us. It
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is a first effort, but it certainly is one to which every member of the
committee has devoted his energy and his time. I believe the chairman, the ranking minority member, and, in fact, all members of the
committee are to be commended. I have felt great pride in being able
to sit with this group and to work on the problems that were before us.
I thank the chairman for yielding to me.
Mr. STENNIS. Mr. President, let me emphasize that I fully support
this completely new legislative process under which the Congress will
systematically deal with what the Federal Government receives and
what the Federal Government spends each year. Nothing is more
crucial to the Nation's well-being ii these difficult times than the manner in which total Federal revenues and expenditures are determined.
COMPLEX PROCESS

I was on the original special committee to study the need for this
legislation, although I never had the opportunity to serve during the
year 1973 due to circumstances entirely beyond my control. Nevertheless, I have attempted to follow the new process in some detail, not
only from the standpoint of the Senate, because of its relationship to
the Committees on Armed Services and Appropriations. What is being
attempted under this act is a most complex process which has not been
fully tested as yet. At this point in time, however, I want to congratulate the chairman of the committee, Senator MUsKIE, and all the other
members for the first steps they have taken on this most difficult task.
While I may not alwvays agree with the results of the committee's
recommendations, insofar as the merits are concerned, the Budget
Committee has my full support in attempting to carry out the letter
and spirit of this law and to focus attention on the whole Federal
budget.
Wlle I recognize that this is a transition year and in some sense a
dry run I think it is essential that the Congress carry out the process
required by the Congressional Budget Act to the fullest extent possibe this year thereby assuring that both the country and the
Congress can determine the overall revenue and spending targets for
this year and provide a firm basis for the more specific requirements of
next year.
POTENTIAL PROBLEMS IN YEARS AHEAD
Mr. President, I would be remiss in not pointing out what could be

potential problems in the years ahead with respect to this new budget
process. First of all, keeping in mind we are injecting a third committee
process into the authorizing and appropriating activities, we must
make sure that all of the affected committees observe their own jurisdiction and not duplicate the others' activities. I have no doubt that
this will be done in view of the spirit of cooperation that has prevailed
thus far.
Also, it will probably be necessary to revise the schedule which is
contained in the Congressional Budget Act for deadlines of the various
committees.
The law may well have to be revised to require that the Budget
Resolution be debated and agreed to from 1 to 2 months earlier than
the present law requires. As an example, the Armed Services Comn-
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mittee is beginning the markup for the annual authorization bill today,
and should report to the Senate by May 15. The concurrent resolution
being debated here today must, by law, be completed by May 15, and
probably earlier. The authorizing committees, therefore, will not have
the benefit of the final congressional resolution until it is too late.
In order to overcome this problem, however, many timing adjustments
will be necessary, including the submission by the executive branch
of budget information far earlier than is presently the practice.
HISTORICAL BEGINNING

Mr. President, the pending resolution is a historical beginning for a
new congressional process, and I look forward to the debate and con.
sideration of thiq act.
Mr. HARRY F. BYRD, JR. Mr. President, I ask unanimous consent
that a statement on the pending budget, resolution by the Senator from
South Carolina (Mr. Hollings) be printed in the Record.
There being no objection, the statement was ordered to be printed,
in the Record, as follows:
STATEMENT BY SENATOR lIOLLINGS

I support the Budget Committee Concurrent Resolution and urge its adoption.
The process that produced this Resolution and the accompanying report was a
long and tedious one and represents considerable effort on the part of each member
of the Committee. There were some who sought a higher level for the budget
which of course would result in a higher deficit. Others, including myself, sought
to reduce the deficit by cutting budget authority and outlays. As a iresut of this
procedure we arrived at the numbers contained in the Resolution now before us.
Vhile the resolution represents the Committee's best collective judgment I
should like to offer some thoughts of my own.
The concept of fiscal stimulus in time of economic recession is sound. Nevertheless, I feel that the Committee report pays' insuflelent hoed to the stimulation
already provided the economy through government action. The stimulus of the
recently enacted tax bill, for example, is $22.8 billion. Additional stimuli have
been provided through rejections of 1,,xeeutive Branch rescissions and deferrals of
approximately $1.7 billion. These financial incentives will have a direct impact
in encouraging a revival of economic activity. From a more general standpoint,
the high level of government spending in recent years has been anything but
frugal.
SPENDING MORE THAN WE ARE RECEIVING

In the determination of the federal budget, I believe the Committee's role is to
balance the general need with available finances. Slice we are spending so much
more than we are receiving from revenues, the government's impact on the money
market takes on great significance. i)eflcits of $45 billion for 1975, $69.6 billion
for 1976, and a probable $35 billion for 1977 add up to $147 billion which the
capital markets will he called upon to provide in the next 18 month-. Government
Monopolization of the capital market can only have a debilitating effect upon the
ability of the private sector to borrow and to generate the kind of soundly-based
recovery we would all like to see.
This is what bothers me, and this is the one element which I believe the Committee accorded inadequate attention. Rather, we found ourselves too often
att(,m•mpting to dl-icern a consensus of what we thought the Senate should or would
do. 'his put us more in the role of Senate polling th'n of Senate budgeting.
Apparently, the members felt that since this was otr first effort, one of the objec.
tiv(s wiL4 to attain a degree of credibility with the authorizing and appropriating
committees. The members had to appraise and predict Senate action on some 14
separate budgets. Too restrictive a budget in any one instance would have brought
a rebuff before the Budget Committee established its own credibility. But In the
final analysis, these legitimate considerations were carried too far, and the recommended level of deficit is simply too high.
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BELT-TIGHTENING AND SELF RESTRAINT NEEDED

To bring the budget back to manageable form, some belt-tightening and selfrestraint is clearly in order. For this reason, I offered in committee a proposal for
a 1% across-the-board cut-back. My figure was admittedly, and purposely,
abritrary. It is not addressed to the logic or the merits of the individual departmental budgets. The priority is to cut, and to keep the budget from destroying our
capital markets. To do this, we must act-and act now. We are not here to
legislate logic of philosophy or air-tight, ivory tower theories. The fact of the
matter is that state-hou.es and localities are making these across-the-board cuts,
they are exercising self-restraint, and all the while we go pell-mell in the opposite
direction.
I am cognizant of the many obstacles the Budget Committee confronted in preparing its first-year report. We operated generally without guidelines and without
the full-fledged staffing, data-gathering, and informational Input which will be
available in the future. I remain convinced that the newly-established budgetary

procedures of the Congress can and will play a constructive role in the economy.

I pledge myself to work within this system to encourage the kind of budgetary
policy which will generate a sound and long-lasting recovery based on the work-

ings of the market system and urge the adoption of this resolution.
GETTING A GRIP ON THE FEDERAL BUDGET

Mr. MATHIAS. Mr. President, the concurrent resolution before us is
the first concrete product of the Budget Reform Act of 1974. This resolution provides the first truly comprehensive look at the Federal
budget in the history of the Congress.
By taking a comprehensive view, this resolution permits us to decide
now: First, how much revenue we wish to collect; secondehow much
our Federal expenditures should be; and third, how large the resulting
deficit for fiscal year 1976 should be.
These are fundamental questions. They represent the first step toward a rational division o expenditures among competing programs
and causes. They permit us to take a realistic approach to tax reform.
And they permit the financial community, and all taxpayers, to know
what the Congress intends the deficit to be.
The most remarkable fact about this resolution, however, is that it
is the first of its kind in the history of our Republic. No Congress prior
to this has attempted, in acting on budget requests, to begin at the
beginning by setting the goals on expenditures and revenues. The
failure of previous Congresses to take this rational approach to the
budget has helped to create unanticipated and unwanted deficits in
the budget which have fueled the inflation of past years and helped to
lead. us into our current state of economic hardship.
It was for this reason that I urged for several years an overhaul of
the way Congress dealt with the Federal budget. I introduced legislation, important parts of which were incorporated into the Bud get
Reform Act of last year, of which I was a cosponsor. When we consider
that the resolution before us envisions expenditures during the next
fiscal year of more than $1,800 for every American, we can appreciate
the significance of our actions today.
xEW PROCESS USEFUL TOOL

As we debate this resolution, however, we must recognize that by
itself it cannot impose economic wisdom or responsibility on the acts
of the Congress. While this new process is a useful tool, the end product
will be valuable only if we use this tool with patience and skill.
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We now have the ability to know the consequences of our action.
It remains for us to use this information wisely.
I ask unanimous consent that an editorial on this resolution which
appears in the Baltimore Sun this morning be printed in the RECORD.
There being no objection, the editorial was ordered to be printed in
the RECORD, as follows:
[From the Baltimore Sun, Apr. 29, 19751
ACTING RESPONSIBLY ON THE BUDGET
The Senate today and the House of Representatives tomorrow begin consideration, for the first time ever, of budget resolutions. Until now Congress has never
considered the federal budget as a whole. In recent years what happened was the
President's budget officers would carefully put together a budget, with Cabinet
officers and their representatives arguing over who got how much for what, each
knowing that if you Increased spendinghere you had to decrease it there or accept
a deficit or change the tax structure. This budget went to Congress, where it was
taken apart and each section aapproved by separate committees with little or no
coordination. It was an irresponsible process.
This year a new law forced House and Senate Budget committees to review the
presidential budget whole. Committee members could raise or lower spending in
different categories, but it was a responsible vote. Members accepted the fact that
to raise spending here without reducing it there was the same as a vote for ail
increased deficit or new taxes. The finished resolutions are what go before the
]rouse and Senate this week. Those bodies may raise or lower the resolutions, but
there, as in the committees, a vote to spend more or less has to be tied to a willingness to change the contour of the entire budget. The resolutions are guides to the
committees that then draft legislation authorizing and appropriating funds for
specific purposes as before.
BOTH COMMI'rTEES ENVISION LARGER DEFICITS
Both House and Semite committee budgets envision larger deficits than the
President forecast. The President's fligur., was $60 billion the House committee's
$73 billion, the Senate committee's $67 billion. Many Dremocrats in the HTouse,
especially, want to go beyond even $73 billion. In their view great stimulation is
needed to get the nation out of a slump.
Senator Edmund Muskie, chairman of the Senate Budget Committee, was
outvoted on a majority of the votes in committee aimed at changing spending
levels for specific programs. Ile took the "liberal" position; that is, he wanted
cuts in defense spending, increases in education, manpower and social services.
But he has said he will fight for adoption of the resolution on the floor because he
thinks it is important for the Senate to do its duty. In the House, Chairman
Brock Adams is also pledged to fight for a resolution With which he does not totally
agree. These are good examples for liberal lawmakers.
Conservatives in Congress have a different problem. They believe almost any
deficit is lamentable and find it hard to vote for a resolution le'gitimizing one. They,
too, can look to the Budget committees for guidance. In the House, such conservatives provided the votes necessary to send the resolution to the floor. In the
Senate, even so unbending an ideologue as Senator James Buckley, one of two
senators to oppose the resolution expressed a willingness to support a deficit of $35
billion. If he's willing to go that far in order to see the new process work, we should
imagine less rigid senators would be willing to go a lot, lot further.
MORE FISCAL STIMULUS NEEDED IN BUDGET RESOLUTION

Mr. HUMPHREY. Mr. President, this week the Senate is conducting a
debate of considerable historic importance. For the first time, overall
levels of spending, receipts, and the resulting surplus or deficit will be
debated and voted upon in a systematic way. It is most fortunate that
Congress has decided to observe this new procedure in this particular
year. There have been few years in our lustory in which decisions of
fiscal policy were of such crucial importance as they are at this
moment.
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SPLENDID JOB DONE BY BUDGET COM311ITTEE

The Budget Committee has done a splendid job. I know how difficult
it has been to review the spending requests of aIIthe Senate committees
and reduce them to a manageable total. The difficulty has been compounded by the fact that the President's budget was not in all respects
an honest and realistic document. The recommendations presented by
the Budget Committee are honest, realistic, up to date, and, in most
respects, make good provision for our public needs. A serious deficiency
of these recommendations, however, is that they do not l)rovide su fficient temporary fiscal stimulus to bring the economy out of the present recession as rapidly as we would all like to see.
In its report to the Budget Committees in March, the Joint Economic Committee recommended that economic policy be designed to
achieve a growth of real output of at least 8 to 9 percent from the end
of 1975 to the end of 1976. We judged that this would be sufficient to
bring the unem ployment rate down to 7 percent by the end of 1976 or
early in 1977. The fiscal policies we recommended were designed to
achieve that result.
h1OUSINO STARTS AND BUILDING PERMITS DECLINE

Nothing in the economic developments of the past 2 months suggests that the amount of fiscal stimulus we recommended is no longer
needed. Indeed, the economic outlook is, if anything, somewhat
weaker than we thought 2 months ago. Not only (lid real output fall
at an annual rate of 10 percent in the first quarterr, as we had expected,
but housing starts and building permits have continued to dl ecline,
the length of the average workweek has continued to fall, automobile sales have not picked up in the way manufacturers had hoped,
and business fixed investment has fallen off sharply.
In light of this continued weakness of the economy, the recommendations of the Senate Budget Committee are not fully adequate
with respect to the temporary fiscal stimulus required. Therefore,

Senators MONDALE,

JAVITS, WiLLIAMS, SCHWEIKEI,

and I will offer an

amendment to provide this stimulus.' It would greatly improve our
chances of achieving the output and employment targets recommended
by the Joint Economic Committee last month. I do not think we should
settle for targets any less ambitious than those. I am not satisfied
with the Budget Committee estimate that unemployment will still be
about 7½.percent at the end of next year. The Mondale amendment
meets the test of sound fiscal management and fiscal responsibility.
TEMPORARY ANTIRECSSION GRANTS

It is the intent of the amendment that the funds would be used
only if the unemploymentrate continues to average about 816 percent
during the remaining months of fiscal year 1975. Funds would be used
for temporary emergency economic recovery purchases. One purpose
for which they could be used would be temporary antirecession grants
to State and local governments which 1 feel are so badly needed. The
ISee amendment No. 387, at pp. 351, 354.
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funds would be used for projects which would expire automatically as
unemployment declined. Nothing in the Mondale, Humplirey,
Javits, Williams, Schweiker amendment would prevent our achieving
a budget balance, and even a surplus, once full employment is restored.
I know my colleagues are concerned about the size of the budget
deficit. Let me assure the Senate that no one wants to get rid of this
deficit any more than I do. However, what we must remember is that
this deficit is arising in itts entirety from the high. level of. unemployment. The only, way we are going to get rid of th is deficit is to restore
the hi h levels of personal income and corporate profits which come
with full employment.
I know my colleagues are concerned with the financial aspects of the
large budget deficit. Can the credit markets handle the deficit? 'I'lieo
Joint Economic C(ominittee is investigating this question, and I plan
to speak on it at greater length during debate on this amendment. One
conclusion on which everyone we have consulted agree is that, given a
reasonable monetary pofi.y, the credit markets can handle a- deficit
which stems from high unneml)loynient. At a time of recession, private
credit demands dro.). The credit nee(led, by the Government to finance the deficit simply fills the resulting vacuum.
FULL EMPLOYMENT SITUATION DIFFERENT
Of course, at a time of full employment the situation is quite (ifferent. If we were at fill employment, large Government borrowing
would, indeed, "crowd out" private borrowing and interest rates would
rise. That is why it is essential that we maintain a budget policy which
provides for a balanced budget-or a surplus--at full employment.
I am pleased to cosponsor this amendment, which provides for the
temporary fiscal stimulus we need without affecting the budget balance
which we can expect to regain as the economy recovers.
The PRESIDING OFFICER. The Senator from Maryland has been on
his feet several times. I realize the Senator from Maine is the manager
of the bill.
Mr. MUSKIE. He is next on my list. I yield to my good friend, the
distinguished Senator from Maryland, who has also been a dedicated
member of the committee. I do not think he missed a session. For that
I thank him.
Mr. BEALL. I thank the Senator from Maine for yielding.
Mr. President, I rise in support of Senate Concurrent Resolution 32,
the first resolution reported to the Senate by the new Budget Coinmittee established under the landmark Congressional Butdget and
Impoundment Control Act passed unanimously by the Senate last
year.
M1oST SIGNIFICANT BUDGETARY REFORM IN IIALF CENTURY

The act is generally felt to be the most significant reform of our
budgetary process in a half century. While the spending levels in
Senate Concurrent Resolution 32 and the report's functional recoimmendations are not exactly what I, or any individual committee member would have urged, Senate Concurrent Resolution 32 merits the
overwhelming endorsement of the full Senate and I so urge.
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Before going further, I want to take this opportunity to commend
the chairman of the Budget Committee (Mr. Ntuskie) and the ranking
minority member (Mr. Bellmon) for their work, effort and leadership
in making this initial run a success and for bringing to the floor a
responsive and responsible budget resolution. I also applaud the committee staff who labored long and hard tinder the most demanding
circumstances and tight timetables. They provided us with needed
information and analysis without which we would have been unable to
complete our work.
For me, participating in this inaugural effort has been an educational, encouraging and most rewarding experience. As one who introduced budget reform legislation in the last Congress, and strongly
supported the enacted measure, my belief in the necessity anm esirability of new budget structures and procedures for the Congress
has been confirmed, indeed strengthened, as a result of my work on the
committee.
OPPORTUNITY TO BE FULL PARTNER

The Congress under the Budget Reform Act has the.opportunity
to be a full partner with the executive branch in determining overall
economic policy and in determining national priorities. We have the
opl)ortunity to rea",sert the important congressional "power of the
purse;" but to (10 so we must take a comprehensive approach to the
budget as a whole. In the past, we considered the various authorization and appropriations bills individually, often with little or no
thought as to how each related to the other, and as to how total
spending related to revenues and the appropriate size of the budget
sw'plus or deficit.
'rihe committee, as contemplatedl in the 1974 Budget Act, has Inade
it, possible to end our fragmented, piecemeal approach and to take
the comprehensive, overall approach.
It could be argued that this is the worst possible time to implement
our new budget procedures. Certainly, it would be simpler if we
faced only one danger as we did last fall with inflation.
But, of course, since then, in a matter of months, we find ourselves
in the worst economic downturn since the 1930's. At the same time
inflation, although reduced, persists andl remains a threat. Yet, if
there ever was a time for a comprehensive and overall approach to
the budget and national priorities, that time is now.
DILEMMA CONFRONTING CONGRESS

The recession is our No. 1 prol)lle. The econoinm must be revitalized
and jobs created. Americans must be returned to their jobs. But the
dilemnna confronting the Congress and the country is that the
prescription economists prescribe for the recession, more stimulant,
could, if applied in too large a (lose, trigger the reoccurrence of double
digit inflation. And we have come too far an(d with too much difficulty
to allow that to happen.
Senate Concurrent Resolution 32, as reported to the Senate, we
believe, strikes the delicate balance between doing too little and doing
too much. In Senate Concurrent Resolution 32, we seek to:
First. Stimulate the economy without reigniting inflation and
creating another inflation-recession cycle,
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Second. Respond to the needs of the victims of recession,
particularly those who have lost their jobs, and
Third. Support needed domestic programs and provide for the
national defense.
The Budget Committee in Senate Concurrent Resolution 32 urges
a spending level of $365 billion. Revenue is projected at $297.8
billion. This would result in a deficit for fiscal 1976 of $67.2 billion.
DEFICIT RESU•TS FROM TWO FACTORS

While this deficit is staggering, it needs to be emphasized that the
deficit results from two factors, namely reduced revenue as the result
of the recession-revenues are $53 billion less than they would have
been if the economy were operating at full dmployment-and
increased payments 'for unemployment compensation and other
progriams-1between $12-$15 billion depending on if.pne elects to define
full employment at 4 or 5 percent.
Thus, thie recession with resulting reduced revenues and increased
unemploymnent and other payments accounts for a deficit of some
$08 billion. In addition, the committee added $4.5 billion for temporary
recovery programs. Using the full emlflovment budget concept, thle
committee's budget shows a slight surplus. It is critical that the
temporary or self-destruct nature of these efforts be emphasized,
for this means that, as the economy recovers, these programs will be
ending or phasing out, and we will be moving in the direction of a
balanced budget.
As high as the deficit i-, it could and prol)ably would have been
much higher without the Budget Committee and our overall examnination of the economy and our evaluation of what is being proposed and
what we felt was prudent and affordable. For eXamplle, the Budget
Committee had before it proposals totaling $419 billion. Most of these
programs had merit. Individually, many could be adopted by the
Senate. However, as the totals indilicate, we cannot afford them.
FEARED DEFICIT WOULD BE HIGHER

As high as the deficit is, I must confess that I along with many
witnesses, feared tile deficit would be much higher. Indeed, most were
predicting an $80-$100 billion deficit. So, the budget process hal4
worked. It has reduced spending; it has re(duced the deficit; it ha:.
altered priorities since approximately $4.6 billion has been shifted to
domestic programs from defense and foreign aid.
Mr. President, the committee's deficit which approaches $70 billion,
for fiscal year 1976, will follow a deficit likely to exceed $45 billion for
fiscal 1975.
This mean% that the combined deficits for the 2 years will exceed
$100 billion. It means that the line on spending must be held as the
committee recommends. While it is true that there has been a substantial decline in the economy and private credit demand is off,
there is danger that if the deficit is too large when the economy turns
around and recovers, Treasury borrowing will crow(l out" private
borrowers in the credit markets. Some believe that tile Federal Reserve could accommodate the increased credit demands by increasing
the supply of money and thus prevent interest rates from rising in
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response to increased demands. While I believe the Federal Reserve
will help finance the deficit, the fear is that a double digit increase in
the money supply, over any prolonged period, could bring back double
digit inflation.
STIMU•ANT 31EDICINE NEEDED FOR SICK ECONOMY

What your Budget Committee faced was the need for a delicate
balancing act. A stimulant medicine was needed for a sick economy
suffering from recession, but to provide too much medicine, too inuchi
stimulant, could produce a reoccurrence of the virus, inflation, which
produced our current rece.sion sickness.
We believe that we have recommended as much as is prudent.
As Dr. Greenspan stated:
It is my evaluation that a budget deficit on the order of that proposed in the

Budget or even one slightly larger probably does not poseo serious risks for 19711.
magnitude if continued into 1970 and beyond would add
However, a deficit of this
greatlv to the risks of steep rises in Interebt rates and ,erlous side effects upon
housing and business investment.
And Dr. Greenspan clearly saw the danger on the "too much side,"

saying:
I think the dangers are clearly on the side of providing far too much stimulus
and far too large a budget deifcit.
I am concerned that we are just sort of losing sight that there is a turnaround
out there and we may m:.Xe what in retrospect, will, in my judgment, have been
a bad mistake by providing too much stimulus.
DECISION ON IRESOIXTION NOT lJIREVOCABLE

We also need to keep in minid that our decision on Senate Resolution
32 is not irrevocable. hlie Budget Committee will continue to monitor
the economy and the recovery. When we come back in September
with our second resolution, we can provide more or less stimulant
depending on the recovery.
In a response to a question by me, Dr. Burns counseled the "go slow"
approach, as follows:
Watch the course of events, particularly since this committee has a great
responsibility. If you find that the pessimists or realists-call them as you willare right, namely that long-term interest rates begin shooting up and that private
borrowers are being crowded out then I hope that your committee would act
promptly to cut back on many of the programs that will have been legislated.

and,
I don't think we need greater stimulus. The stimulus that we need is something
that I would determine as we move along, as I have tried to indicate. Let's not

go overboard now. Let's do what is reasonable now, rest for 2 or 3 months. I

think we will thus build confidence in the process. Let's watch the course of events.

In the same vein, Budget Director Lynn urged the same saying:
So, I think all of us have to look at this month by month. Put in tax stimulus
now. Get that on the books. Get It working out there In the economy now. If
more is needed later, by way of tax stimulus, or by way of other things that are
identified by this committee and by the Congress as good ways to do It, let us do

it then.

RECESSION MOST IMPORTANT

The Budget Committee's recommendations reflect our views that
recession is our most immediate problem. Our budget for fiscal 1976
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recognizes that we must not only attack the recession, but also, at
the same time, continue our campaign against inflation.
We simply cannot afford to lose on either our antirecession or our
anti-inflation fronts.
Our antirecession efforts includeFirst. The $22.8 billion tax cut enacted into law; and
Second. $20 billion in recovery exl)enditures, including $15
billion for the unenlployed and other programs.

Our anti-inflation campaign providesFirst. For a slight full employment budget surplus; and

Second. For the "self-destrusti
or temp)orary programs which
will end or phase out as the economy recovers.
Mr. President, I believe the wisdom o(the 1074 Budget Reform Act
is confirmed by the work of the Budget Committee. In future years,
the Budget Committee will be provi(ling binding recommendations in
each of the functional categories. Our report, accompanying Senate
Concurrent Resolution 32, provides only recommendations this time.
In subsequent years, we will be examining closer Federal programs and
trends. In the future, we will also examine tax expenditures.
PROCESS APPEARS 1PRO1•MISING

Given the relatively short time since the Budget Committee was
created, the process appears promising.
The Senate should be aware that in the past various procedures and
mechanisms have been established by Congress to improve its budgetary process. However, in 1947 the Congress failed to adopt a spending ceiling proposed by the committee. In 1948 it adopted the budget
coiling, but failed to abide by it. In 1950, we experinented somewhat
successfully with an omnibus appropriations bill, but this apl)roach
was subsequently abandoned. For the country's sake, and for the sake
of a vigorous legislative body, Congress should not and must not fail
this time.
Last year, the Senate unanimously approved the Budget Reform
Act signaling our desire to subject ourselves to a disciplined, overall
approach.
CAN BOOST NEW BUIXIET PROCESS

The Senate can give a boost to the new budget process and procedures and vote for a prudent, yet responsive, budget by supporting
the committee.
A strong endorsement by the Senate would also decisively signal
that we mean business with respect to both recession and inflation and
help restore consumer confidence, a key to our ultimate recovery.
Mr. President, I sincerely hope the Senate will act with favor on
Senate Concurrent Resolution 32.
Mr. CRANSTON. Mr. President, 1 rise as an advocate of the congressional budget reform process, in support of the amounts contained in Senate Concurrent Resolution 32, the first concurrent resolution on the budget.
In my view, tie legislative budget process as it becomes fully
Implemented, will have important and far-reaching consequences for
the American people, and for our Nation's economy.
52-059-75-14
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Those of us who serve on the Budget Committee, I believe, have a
special responsibility to support, if we can, the conclusions it has
reached in a spirit of consensus, even though those views may differ
somewhat from our own. In the long run, it is the process of budget
reform which will ultimately matter the most, not any single number
we arrive at in a particular year. This is certainly the concept underlying the first concurrent resolution-the target setter. This is particularly true this year, when the first resolution does not contain
functional totals.
Mr. President, I want especially to congratulate for their leadership
throughout these inaugural budget proceedings the distinguished
chairman (Mr. Muskie) and ranking minority member (Mr. Bellmon).
They have (lone a truly fine job, most ably assisted by the fine budget

committee staff. I want to thank, too, 11al Gross, Susan Kinsman,
Bill Jackson, and Jon Steinberg for their excellent help to me in
connection with this budget effort.
TWO 31AIN THRUSTS

The budget reform process has two main thrusts:

First, to eliminate the long-standing fiscally irresponsible,
congressional practice of piecesneal budgeting--that is, appropriating funds for this perceived nteed, and then for that, without
ever looking at the total on the bottom line, or the amount of
revenues available to spend.
Second, to permit the Congress to reAssert its congressional
power of the purse in establishing national bud get priorities.
It is clearly a congressional responsibility, not a K'esidential one,
to determine among various competing programs, the spending
priorities of the Nation.
Both of these reforms magnify the responsibilities, as well as powers,
of the Congress.
By next year, when the functional totals adopted by the Budget
Committee will be part of the First Concurrent Resolution, Congress
will have perceived, if it has not already, the great difficulty of living
legislatively within budgetary limits.
This is a more responsible approach than we are used to-it may
be more difficult and constraining than some are willing to accept.
But, it is a critical necessity, if we are ever to move towair(l a balanced
economy and avoid recurring deficits and continuing economic crises.
WORST ECONO3I1C CRISIS SINCE GREAT DEPRESSION

We have chosen to implement budget reform at a time when the
Nation is facing its worst economic crisis since the end of the Great
Depression.
Ihe unemployment rate is at 8.7 percent, and rising. When "discouraged workers" are included in the totals, almost 10 million
Americans are out of work, while millions more are working on curtailed hours.
Our economy is operating at two-thirds of its capacity, and slumping. In the first quarter of 1975, real GNP dropped 10.4 percent, the
largest drop in a single quarter recorded since we started keeping
track of this information.
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The serious economic climate adds to the gravity of the decisions
the Senate must make. It also means that great attention is focused
on this budget exercise. It means that the American people are anxious
to see Congress exercise responsible leadership in all areas affecting
the economic environment. It, therefore, means that this exercise has
important immediate as well as long-term consequences.
It might, as the Washington Post pointed out recently in a lead
editorial, have been more comfortable to inaugurate this new system
some other year.
But the very turbulence and uncertainty of the season makes it
exactly the right time to take on the new responsibility, for, as the
Post said:
There is not likely to be another year for quite a long time when a thorough and
informed debate in Congress on fiscal policy will serve as useful a purpose.
BUDGET COMMITrEE WORKED LONG AND IIARD

The Budget Committee worked long and hard in examining the
entire Federal budget within constraints unique to the first year of
the congressional budget process. It considered not only the contemplated expenditures, but the effect that these outlays would have on
Federal revenues, and on the economic situation as a whole.
The functional totals that the committee arrived at, which are
reflected only in its report, by no meantis all reflect precisely my own
views-and I will make my points of difference very clear, as i have
in my separate detail views on the committee report.
But, I believe that the totals that the committee reached in its
resolution represent a reasonable current judgment as to the outlays
we can now afford, and the size of the deficit we can finance reisp)onsibly
without inflationary consequences.
We have, in(lee(il, had a thorough and informed debate on fiscal
policy within the Budget Committee.
After examining the March 15 reports of all authorizing committees
to the Budget Committee, we have trimmed more than $31 billion
from their requests.
To have failed to do so would have been to have failed to meet our
responsibility to choose among comnpethig priorities.
RESPONS1lBIE APPIROAC\H!

It would have been to expand dlie ant ivil),ited deficit beyond
acceptable limits.
II)elieve that the committee adoptt, it r,.-p,-itl e ,,})roaucl,. not
only in choosing among competing -,enb
,-,.,l'i-t
uI lt o in
rejecting "'meat-ax", across-the-hoarwld zulur,: b,.
',.tf.
(-ltIil.
l..,
oed
-:.•
The committee chose specific, itl--lt_,, .
"broad brush", unspecified cuts, which t,..
to Iapply.
beh'Cev that., within our overall (uitlit% ,.
generous in approving defense si)eu(Iirit
,::.change(d the temporary recovery p)rogramiOn the other hand, although I wNVUld iý.
balance-when the economy is nt fNHl "up

204
that it is possible to decrease the deficit, by simply cutting Federal
expenditures, without producing additional unemployment.
REDUCING UNEMPLOYMENT RATE

In California, the seasonally adjusted unemployment rate for
March was 9.3 percent.
The Budget Committee has proposed a resolution designed to begin
the process of reducing this rate.
To tolerate unemployment at this rate is unthinkable.
To knowingly adopt as Federal policy a program which would
increase it is the height of folly.
Yet, there are those who propose to put before you budget-cutting
amendments designed, they say, to cut the deficit by decreasing Fedoral expenditures by amounts ranging from $25 billion to $65 billion.
A $25 billion cut would throw another 1,250,000 people out of work
and give us a double-digit unemployment rate of 10 percent. In addition to the cost in human misery, such a 1.25 percent increase in the
unemployment rate would cost the Government $20 billion in reduced
tax revenues and increased unemployment compensation.
OUT-AND-OUT NATIONAL DISASTER

A $65 billion cut would be an out-and-out national disaster. It
would throw another 3,250,000 people out of work on top of the 9
million unemployed we have now.
Not only would such action represent the worst possible social
policy-it would also fail to balance the budget.
Each 1 percent of unemployment--roughly 900,000 more out-ofwork persons-costs the Government roughly $16 billion in reduced
taxes and increased spending for unemployment compensation and
related programs.
The committee heard from administration and other expert witnesses
that attempts to eliminate the deficit not only would be futile but
destructive, and couIl cause a major 1930's-style depression.
The last time an attempt was made to balance the budget during
similar economic circumstances was (luring the Hoover administration.
And it (lid not work then, either.
To adopt policies now which would drive up unemployment would
be both heartless and senseless.
PRESIDENT'S EXAGGERATED ESTIMATE

The committee's proposed deficit reflects a subtraction of $4 billion
from the President's overstatement of Outer Continental Shelf oil
lease revenues. Although the President's exaggerated estimate makes
his budget deficit appear smaller, it is demonstrably inaccurate, and
the committee quite properly rejected it. It is this kind of acceptance
of responsibility that I believe is essential to the longrun success of
the congressional budget process.
Among the duties of the Budget Committee is a weighing of the
priorities in the President's budget.
I chaired a field hearing of the committee in California in February,
when inflation was higher, and unemployment lower. The witnesses
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examined the Presidential priorities, and, for the most part, rejected
them.
One economist observed:
The President makes the point in the budget that if we extrapolate the trends
of the last 20 years into the next 20 years, the expenditures will absorb about half
of the GNP. This . . . is like arguing that if you gained five pounds last week,
at that rate you will weigh two tons two years from now.
We had a very significant increase in expenditures for social services in the last
20 or 25 years, because we had a lopsided economy . . . which was very rich in
terms of the private sector, but very poor in the public sector, and for 20,*25 years
we have attempted to redress that balance.
I don't think the trend will continue, but whatever one's philosophical position,
the notion that you take the worst recession years since the Great Depression to
make this dramatic change in prioritie.q is simply incredible. When unemployment
is 8.2 and inflation is 12 percent, that's the time you take it out on the poor and
the elderly and on schools and students? This is . . . appalling.
PRIORITIES BADLY IN NEED OF REVERSAL

The President's budget imposes cuts on the elderly, the disadvantaged, the poor, the sick, and the unemployed, while requesting
a "turn-around" real growth budget for the military.
These are priorities badly in need of reversal.
The committee believes that "the pattern of the President's spending recommendations is markedly different from the one the committee
recommends."
In my view, we should have differed far more sharply in the area of
national defense, and were the functional totals in the resolution
before the Senate, 1 would be offering an amendment to those functional totals. I would also be offering an amendment to provide more
antirecession jobs. Indeed, if the pace of economic recovery is slower
than predicted, I will urge that the Budyet Committee recommend,
an(l the Senate authorize, larger-scale antirecession jobs programs.
The fact is that the functional targets of the committee are not
mandates to spend, but upper guideposts. Without altering the
amount of the deficit, I believe that substantial savings in defense
outlays at least $4.2 billion-can be realized below the committee's
recommended total. This $4.2 billion should be channeled into temporary programs to speed our economic recovery.
OPPORTUNITY TO PASS ON DEFENSE BUDGET

Since the Senate will soon get an opportunity to pass on the defense
budget, in both authorization and appropriations bills, I believe it
worthwhile to share perceptions which the Budget Committee examination of the defense budget revealed, even though the present
resolution does not contain functional totals.
The committee examined not only the numbers in the defense
budget, but also the principal policy judgments, assumptions, and
perceptions on which the huge real increase in the defense request,
over and above compensation for inflation, is based.
It is readily apparent to me that this budget was built on a number
of assumptions and iudgments which Congress ought to specifically
review; and that if Congress has differing assumptions from those of
DOD about global strategy and the U.S. role in the world, substantial
cuts can be made in the defense budget without injuring national
security.

206
THREE CHOICES BY DEFENSE SECREITARY

Secretary Schlesinger himself outlined in his posture statement the
three choices he presumed were before the Congress with respect
to the defense budget:
First, to make a percentage cut of about 5 percent in the request.
Implying that this would give the United States the shadow
rather than the substance of military power, the Secretary
stated that were this our chosen course, it should be adopted
explicitly, rather than "in a casual and impulsive fashion over a
period of time." He thus rejected the non-specific, lump-sum
defense cut, unrelated to defense mission or objectives.
Second, the second choice offered by the Secretary was to
recognize the connection "between the safety, interests, commitments, and foreign policy of the United States on the one
hand, and the size, composition, and deployment of our Defense
Establishment on the other." While the Secretary's statement
of this position assumes that DOD correctly perceives its budgetary needs in carrying out any defined mission-an assumption
that bears further 'examination-it does recognize the intimate
relationship between mission and budget.
The defense budget request for fiscal y-ear 1976 assumes that
the United States needs to continue substantial military assistance to Vietnam, Cambodia, and a series of unnamed other
nations. It assumes that we need "essential equivalence" in the
strategic characteristics of our weapons posture. Despite the
fact that the Secretary sees no threat to our deterrent "for the
next several decades,"; Congress is asked to support characteristics of strategic weapons in which we may be behind-even
though we have an offsetting capability. "Essential equivalence"

is a radical, expensive, unnecessary, and, I believe, a misguided
departuree from the Nixon defense posture of "sufficiency."
here is a critical difference here which the Congress and the
American people must understand. I question very seriously
whether the United States should return to a military defense
posture which is dictated by a discredited arms race p-hilosophy.
We must not allow ourselves to mistake the need for military
strength and national security for a "me too" approach which
threatens endless arms escalation, ever-increasing and ever more

enormous expenditures, and heightened international tensions.
The Schlesinger budget assumes our total need for division
strength has not been satisfied, and that, as a result, the potential manpower saving achieved by trimming unnecessary
"tail"-servlce and support troops-must be immediately
restored as "teeth"-combat troops-by creating 3 new divisions
over our present 13. Neither the risks to which thie United States
was exposed without such additional "teeth," nor the increased

threat which is deemed to justify the establishment of three
new divisions, are adequately explained. In this context, Congress
has recently made plain its view that the United States should
limit military intervention to parts of the world where our
national interest is at stake and, specifically, that it is not in the
national interest to fight a land war in Southeast Asia.
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The third choice perceived by the Secretary is the acceptance
by Congress of not only the DOD's perception of global reSponsibilities as presented by the Secretary-seeming to suggest
that the United States must keep on trying to be the world's
policeman-but also DOD's perception of the manpower and
weaponry necessary to carry out that responsibility. Calling this
choice "more reasonable," the Secretary makes plain that
"such a choice implies acceptance not only of the administration's budgetary request, but of the strategic concepts on which
it is based."
RESTRICT SOME DEFENSE SPENDING NOW

However, to accept all or much of this defense budget, this year
without a detailed examination is to lock in place the Schlesinger
strategy. We will have committed ourselves to the purchase of a
camel after examining only the tip of the camel's nose that shows utp
in this year's outlay budget. The national defense budget is projected at $149.4 billion in budget authority, and $141.4 billion in
outlays in 1980, according to the President's own budget figures.
Based on past experience with the costs of weapons systems, this is
bound to be an underestimate, unless Congress exercises its responsibility to restrict some of the projected budget authority now.
If we wait until next year to apply the missions approach to our
examination of the defense budget., we may well find that we have
permitted the authorization of the expenditure of billions of dollars
presently and vitally needed for our economy. We may also have
locked Congress into the purchase of weapons systems of arguable
need which will be purchased over a period of years, depreciating
our ability to deal with significant national priorities, and causing
expenditures during periods of recovery which may in themselves be at
factor in triggering inflation.
The Budget Committee approved the first national defense budget
in the Nation's history having new obligational authority of over
$100 billion.
NATIONAL RESOURCES TOO SMALL

Our national resources are too small, and our needs are too great,
for me to accept this action with equanimity.
I firmly believe that each dollar spent on defense unnecessarily
could be better used to support temporary recovery programs, underfunded by the committee, which would, unlike defense dollars, not
commit us to expensive, long-run programs which will continue to burn
up our financial resources long after the economy has recovered from
its present malaise.
The information which the committee gathered reveals several
debatable assumptions which I believe the Senate should bear in
mind as it considers the authorization and appropriation requests
that will come before it in the next several months.
I encourage Senators, in making spending decisions affecting the
national defense function, to examine closely the assumptions and
other judgments that are implicit within the defense budget.
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Senators who, like me, disagree with one or more of the debatable
assumptions can realize substantial savings in defense spending by
eliminating the manpower or weaponry that result from these assumptions. Using this approach-and by disagreeing with some, but by no
means necessarily all, of the assumptions-I believe it is easily possible
to cut fiscal year 1976 national defense outlays to as low as $87 billion.
By the same means, I believe new budget authority can be reduced to
$96.7 billion. While the aforesaid figures represent a significant cut in
the Schlesinger budget request, they would still leave defense expendlitures in both outlays and budget authority higher than fiscal year
1975 totals.
DEBATABLE ASSUMPTIONS IN DEFENSE BUDGET

The following debatable assumptions are found in the defense

budget:
First. That the Vladivostok agreement means that both nations
must race to reach its ceilings;
Second. That we must maintain "essential equivalence" in
strategic weapons, despite our present possession of a secure
deterrent for the foreseeable future:

Third. That development of sen and air launch cruise missiles,
which would adversely affect arms control negotiations, should
proceed, with a potential price tag of $16 billion;
Fourth. That we need a hard target capability for the Trident
II SLBM;
Fifth. That current world conditions require further development and procurement of advanced ICBM's and SLBM's despite
our current overkill capacity;
Sixth. That we need to procure an additional 50 Minuteman
III missiles at a cost of $270 million for flight testing and possible
future deployment, even though we already have the 1,000 Minuteman missiles originally des red;
Seventh. That we need to continue an ABM effort, to defend
our ICBM's;
Eighth. That the present world situation requires the creation
and equippage of three new Army divisions;
Ninth. That we need to maintain U.S. forces in Taiwan, Korea,
Thailand, Japan, and the Philippines which leads to a total
estimated cost for the Asian force posture of between $20 and
$25 billion per year;
Tenth. That we need overall to maintain over 500,000 military
personnel overseas in 33 countries;
Eleventh. That we need an airborne surveillance command and
control system-AWACS--housed in a large airplane, at a cost of
$111 million per unit, to provide battle management in tactical
air warfare;
Twelfth. That we need to modify 747's and DC-10's to a
covertible cargo/transport configuration at a cost of $6.8 billion;
Thirteenth. That we need to authorize $130 million in new
budget authority for procurement of the SAM-D missile, even
though its )roduction has been delayed because its guidance system does not work;
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Fourteenth. That we need to develop a new battle tank at a
cost of $1.9 million each;
Fifteenth. That we need a new tanker/cargo aircraft to support
general purpose forces;
Sixteenth. That we need to authorize $4.2 billion in new budget
authority for shipbuilding of a variety of ships;
Seventeenth. That the possibility of nuclear air attack justifies
spending $88 million on civil defense as a starter, with far vaster
expenditures to follow, once we move in this direction; and
Eighteenth. That we need both an all-volunteer Army with a
fully subscribed recruitment quota and a selective service system
costing $47.9 million annually, for "the development of alternate
contingency processing procedures designed to increase the system's capability to meet the DOD manpower requirements in a
major military crisis should existing procedures prove inadequate."
ECONOMY WILL BE WATCHED BY COM3ITTEE

In addition to these 18 points, I would point out that the House
Budget Committee-in arriving at its lower defense outlay and
authority figures-saw fit to recommend cutting several additional
items in the present economic situation and the currently incomplete
state of our knowledge, I do not believe it wise to project now a greater
deficit than is projected in the committee resolution. I know that the
committee will be watching the economy carefully during the period
between the first and second concurrent resolutions on the budget. I
certainly will do so.
Should economic recovery lag, we must consider necessary revisions
in order to increase stimulation.
The committee's efforts this year represent a historic beginning. I
believe the committee, operating under severe constraints, has taken a
critical first step toward establishing an effective congressional budget
process.
It is very clear, however, that our work has only begun.
Mr. MUsKIE. Mr. President, I express my appreciation to the distinguislied Senator from California for his statement, and for his dedicated efforts in the work of the committee.
I think the Senator's description of his disagreements in the social
area are appropriate as a part of the debate this afternoon, and really
highlight the problems we will face a year from now when we have to
work out those differences on the Senate floor.
Mr. CRANSTON. I thank the chairman very much, and I again
applaud his leadership of the committee.
In behalf of the Senator from South Dakota (Mr. Abourezk), I
ask unanimous consent that Alan Chvotkin of his staff be accorded
the privilege of the floor during the consideration of the budget concurrent resolution.
The PREsImNO OFFICER. Without objection, it is so ordered.
Mr. MUSKIE, Mr. President, I yield to my good friend the Senator
from New Mexico (M'r. Domenici), who has been such a valuable
member of the committee.
Mr. DOMENICI. I thank the Senator.
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First let me say, Mr. President, that I wish to congratulate our
-distinguished chairman, the ranking Republican member, and all the
other members of the committee.
APPROPRIATION BILLS ON FLOOR

Two years ago, when I came to the Senate, the 13 freshmen Senators,
after about 6 months of watching appropriation bills come to the
floor that we could not understand, that had no relationship one to the
other, nor to the spending total, authorized a letter to our bipartisan
leadership. We said to the leadershbl), "We are disposed to stop voting
on appropriation bills, or to vote 'No' on them all, because we just do
not understand what it is all about. We would have to carry calculators around, because these spending bills do not relate to any priorities
relative to one another, nor even to any time frame."
We requested a meeting with our leaders, and received assurances
from them that they, too, were concerned, and would join with us in
lpushing for expeditious hearings before the Committee on Government Operations and others on budget reform.
I really did not think, Mr. President, that we would be here today,
so soon after that, with a historic first: The beginning of budget reform, for the first time in some 5 decades, for the U.S. Senate and
Congress.
I wish I could say that with this resolution, which we expect to pass
tomorrow, which support and am confident will pass, we will have
completed the quest of those 13 freshman Senators, and will be able to
say that budget reform is really a completed fact. I think our optimism here on the Senate floor should be tempered a little bit by the
fact that we are just beginning. We have come to the Senate today with
a concurrent resolution and some essential recommendations in regard to its components that I think are tremendous and make great
sense. On the other hand, we could not have chosen a more difficult
time to begin this budgetary process.
MEANINGFUL AND 131PORTANT COMPONENT

I think perhaps there are two ways to look at that. Perhaps the
easiest way out would have been to say, "Let us wait until next year,"
for that is when we were gen the mandate. We were only iven the
option to begin this year.git another way to look at it is that when
we start something in difficult times, times more or less calculated to
make it fail, if it does work then, it is probably here for a long time and
will become a very meaningful part of the most important policymaking component of the US. Government, which is it, ugt
We can talk about policy statements by those in positions of power,
but American citizens, local governments, and people outtin the field in'
American business recognize that the budget., the document which
(determines how we spend money, is the policy decided for America.
Not who says what, but where we spend, determines the policies of this
great Nation.

SUPPORT FOR THE BUDGET RESOLUTION

So, Mr. President, I support the Budget Committee's concurrent
resolution despite my reluctance to see the Federal debt increased by
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the $67.2 billion deficit. I am convinced that revenues will run somewhere between $295 and $300 billion and that, outlays cannot be kept
significantly under the $365 billion contemplated by the resolution.
Spending can be held to that figure only if we in the Congress have the
courage to exercise the most careful fiscal discipline based on constantly
updated budget information. We must be prepared to make hard
choices among the many meritorious programs making demands on the
same dollars.
MINIMAL SHORT-TERM CONTROL

During the several months of intensive work by the Senate Budget

Committee, it has become clear that only minimal control can be
exercised over outlays in a single budget. ff the congressional budget
process is to achieve any substantial portion of the benefits claimed for
it by its supporters, the Budget Committees and, in turn, the Congress

at large must base current actions on constantly corrected projections
of long-term effects.
DEFICIT: THE RESULT OF PRIOR DECISIONS

The outlays for fiscal year 1976 are, for the most part, the result of
prior actions which are 'impossible to reverse in the short run. The
deficit which has occurred in this fiscal year and the deficits which
will occur in 1976 and in the next 2 fiscal years are clear signals. The
Federal Government, if it is not to remain a prime cause of "boombust" cycles, must use the budget as the means for defining its areas
of responsibility. Complete responsibility for, and control over, other
actions must be left to the States, the cities, the counties and the
people themselves.
We will need to abandon some programs, accept full responsibility
for others and leave to the good judgment of the people and their
local officials the establishment of priorities in the non-Federal areas.
The Federal Government must attempt less but do that "less" very
well.

".BOOM-BUST"

CYCLES

In the years since World War II, this country has suffered five
"boom-bust" cycles of varying intensity and duration. The present
recession is the most intense and promises to be of the longest duration
of any economic catastrophe since the Great Depression. The Budget
Act process can be a significant tool in dampening the violence of the
cyclical swings if technical competence is accompanied by political
courage.
RESTRAINING STIMULATIVE SPENDING

While I disagree with many of the economic theories which have
currency today, I am convinced that something like the full-employment budget concept is useful in establishing a ceiling for outlays not
related to the recession. To the extent that expenditures in excess of
the full-employment budget amount are adopted by Congress, good
fiscal management dictates that such outlays end as economic recovery begins. The mechanisms for detecting and reacting to early
indicators of changing economic conditions must be perfected and
applied if we are to avoid action which is "too much, too late."
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PRIVATE SECTOR IMPORTANCE

It is my belief that economic factors largely outside the control of
the Federal Government are much more significant than many
economists admit and that incautious acceptance of unverified
economic theory can cause substantial fiscal and monetary policy
errors. I am convinced that the private sector contains great internal
strength when allowed to operate in an essentially free market environment.
This resolution is based upon a very moderate involvement of
Government in management of the economy. Much room should be
left for the operation of market mechanisms. If stimulative spending
is carefully related to the state of the economy and is moderate in
amount, the interference of Federal fiscal policy with the productivity
of the private sector will be minimized, assuming that monetary policy
is also moderate.
FINANCING THE DEFICIT

The financing of the additional Federal debt that will result from
the massive deficits for 1975, 1976 1977, and possibly 1978 will place
severe strains on the capital markets. Careful and skillful management will be required to accomplish this financing without, on the
one hand, aborting economic recovery by crowding the private sector
out of the capital markets and without, on the other hand, so increasing the money supply as to create an inflationary push into a new
"boom-bust" cycle. Sustained economic stability can only be achieved
by an adequately financed private sector developing and utilizing
productive capacity to satisfy, at stable prices, the needs of a work
force which is nearly fully employed at good but stable wages. The
task will require superior monetary judgment and painful fiscal
restraint.
CONCLUSION

The Congr,,ss is now embarked on a difficult reexamination of the
role of the Federal Government in our system. Having, in prior years,
tested the outer limits of our capacity to solve perceived problems by
disregarding the finite limits of the resources available, we made our
system vulnerable to outside events such as the oil embargo and the
worldwide food shortage. This must not happen again. We owe the
people of this country the freedom to pursue their happiness without
fear that well-intentioned but poorly conceived and clumsily executed
government programs will wreck the economic framework of their
lives.
We must discipline our spending actions in the future by constant
reference to accurate and current information. There is no hope of
staying within spending limits if the individual components are
uncontrolled. "Business as usual" will cause us to fail our fiscal
responsibilities.
Assessing blame for the situation which forces tus to acce'lt the
presently inevitable, by way of deficits, will divert us from our task
of solving the short-range problem in a way which is minimally.
destructive to our future.
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RELIEVE CRUEL BURDENS OF UNSTABLE ECONOMY

While I might disagree with certain aspects of the budget presented

••..,

in the resolution, I am unable to find acceptable options for reducing
outlays in ways which would significantly diminish the total. I urge
that we promptly approve the resolution and move on to the difficult
task of so reordering the future of the Federal Government that the
people of this great country are relieved of the cruel burdens imposed
by an unstable economy; economic instability resulting, in large part,
from our failure to look at the long-run effects of our present actions.

I thank my distinguished chairman for yielding.

Mr. MUSKIE. I thank my good friend fro New Mexico for his

excellent statement.
I think it might be useful for the record, Mr. President, to indicate
some of the disabilities under which we have tried to make this process
work this year compared to the circumstances which we expect for
next year.
In the first place, in a normal year the committee and Congress
would have the benefit in November of the preceding year of a current
services budget submitted by the President of the United States.
That current services budget was not available this year, and thus
our work, as a committee and as a Congress, on the President's budget
could not really begin until his regular budget submission on February 3. That was a loss of more than 2 months in working time which we
will not face a year from now.
Second, a year from this fall we will see the inauguration of the new
fiscal year which will begin on October 1 of 1976 as compared with
July 1 in this year of 1975.
Now those two dates, taken together, mean that next year we will
have 11 months from the beginning of this process until its conclusion,
whereas this year we have technically only from February 3 until
July 1 if we were to operate within the constraints of the fiscal year.
Those are very real limitations.
STAFF RESPONDS IN OUTSTANDING FASHION

Then, finally, Mr. President, this year the Budget Committees were
not created until A,,gust, and we began the process of organizing and
staffing them in late August and September but did not really complete
the formation of the core staff until about January or February of this
year. That also was a limitation, and although the staff has responded
in outstan(ling fashion to the constraints of this year, I am hopefil that,
next year they will be able to perform even better.
It also took some time to get the Congressional Budget Office off the
ground. There was, of course, a long period of consideration and
evaluation of candidates as Director of the Congressional Budget
-Office. Both the House and the Senate regarded that as a key appointment. There were several outstanding candidates available, and the
process of accommodating the two Houses to a final selection was more
time-consuming than we had expected.
It was not until Congress came back this year that we were finally
in a position to agree on a Director in Dr. Alice Rivlin, who is proceed.
ing with the organization of that Office.
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Unfortunately, that Office has not been available to assist the two
Budget Committees in connection with this budget. A year from now
they will be in place, staffed and organized, and in a position to make a
solid contribution to our work.
GOOD POSITION TO MOVE EFFECTIVELY

So for all of these reasons, I suppose we could find excuses for not
undertaking to do what we are doing today. I am so pleased that with
all of those shortcomings, we were in a position to move as effectively
as I think we are moving today.
The fact that we are not able to get into a debate on the 16 functional categories deprives this debate of some of the priority issues
that we will have to face next year, and that may be a loss. But, on
the other hand, getting prepared for that kind of debate may well take
the kind of flexibility that is built into this year's procedures.
I again would like to thank my good friend from Oklahoma for
making it possible by his cooperation and his patience for us to come
to the Senate as fully prepared as I think we are.
Mr. BELLMON. Mr. President, will the Senator yield.
Mr. MUvsKIE. Yes, I yield.
Mr. BELLMON. I thank the Senator for paying the Senator from
Oklahoma a tribute lie does not deserve.
BRING CONGRESS UP TO DATE ON CBO

I thank the Senator also for pointing out the constraints the Budget
Committee worked tinder this year, but I also invite the chairman to
bring the Senate tip to (late, itlhe will, on the Congressional Budget
Office. This might serve other committees and other Members if we
know how soon the Congressional Budget Office will begin to function
and what services we might expect from it.
Mr. MUSKIE. We now have about 30 persons on board in the Congressional Budget Office. We have tenlp)orarv space arranged, l)art on
the House side and part on the Senate side of the Caitol. So the
Congressional Budget Office is operating under very diicult circumstances.
I think both the Senator and I, as well as Representative Brock
Adams on the House side, assured Dr. Rivlin that she ought not to
concern herself with the needs of this budget; that if was more important for her to gear up and prepare for next year, and that is her
ocus at the present time.
PVTIING TOGETHER PROFESSIONAL STAFF

She is putting together a professional staff. She has available to her
qualified people in the academic worhl andi people who have had experience in the Federal budget practices, and so I think her staff
is going to be outstanding.
Her function, as she sees it, and I concur with her fully, is the
development of options for the Congress to consider-options to set
against the Preside"t's options.
rhe essence of .his budget process is the making of choices. I
think it is clear from the debate we have had this afternoon, that we
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must learn to choose among our limited resources. We have to learn!
to say no, learn to discriminate between programs, learn to select
those which are most clearly at the top of the list in terms of the
country's interests.
So I think the first obligation is that of developing the options which
the Congress ought to consider next year, in all of these functional
areas from defense to education, environment, transportation, and
energy.
Dr. Rivlin does not see the Office as that of an advocate. I think
we would agree with that. It is not the function of the Office, the
Director of the CBO, to impose the economic philosophy of the Director or of any staff member of the Congressional Budget Office,
but it is their responsibility to present us with the options.
Second, it is their responsibility to keep us on track with respect
to the costs of the options we adopt.
STAY ON TRACK

One of the important requirements, it seems to me, to make this
process work, is that from the moment Congress adopts a first concurrent resolution until we act finally in September to nail in place our
budget decisions, we have got to stay on track in terms of the budgetary consequences and implications of every decision we make in
between. Every appropriations bill, every authorizations bill, every
policy decision that we make has to be kept on the track which we
will set in motion with this first concurrent resolution.
The Congressional Budget Office has a very important function
in helping us to do that, so that every time a vote is taken on the
Senate floor which has an impact upon the bud get, upon the decisions
we have made, each Member of the Senate will know what the consequences are in terms of the budget.
Now, going beyond that, of course, the Congressional Budget
Office has long-term responsibilities of enormous consequence, but
I think we can get into that at another time.
Mr. BELL1MON. I thank my distinguished chairman and I believe
that once the Congressional Budget Office is functioning, as it will
be when we begin consideration of the 1977 fiscal year budget., it
will be in a better position to deal with the problems than this year.
Mr. MUSKIE. May I make one other point, and then I will yield
to my good friend from Delaware.
16 BUDGET FUNCTIONS OF GOVERNMENT

The Senate might be interested to know how we proceeded through
the process of bringing these numbers to the Senate. We (lid so by
taking up each of the 16 budget functions of the Government, which
are reflected on the chart at the back of the Senate Chamber.
We debated each of these 16 functions, not in terms of particular
programs, but in terms of the way the resources were needed dby these
various functions in our Goverm'nient, from a priorities point of view.
When we got through that whole process, then, and only then, did
we add utp the numbers. Those numbers came to $365 billion.
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Now, those numbers reflect a wide disagreement within the committee about how much should be spent in particular functional
categories.
So each of us, as a member of the committee, had to decide whether
it was more important to agree as a committee on an outlay ceiling
and on a deficit, or more important to pursue our individual priorities.
We decided, as the vote of the committee will indicate, that it was
more important that we come to the Senate in agreement about an
outlay ceiling and a deficit ceiling than to come to the floor debating
again our diferences as to priorities.
CEILING WILL ACCOMMODATE PRIORITIES

We believe that this ceiling will accommodate the priorities, the
essential priorities that are represented in the Senate as a whole.
Beyond that, it will have a disciplinary iml)act upon our disposition
as individual Senators to vote for good programs as they come along,
no10 simply because they are attractive.
This ceiling imposes some discipline, but it also provides an opportunity for rearranging priorities in accordance with the differences
which are so well

nIiOwn Io Senators individually.

At this point, I yield to the youngest member of the Budget CommittCe, who already has gone so far to establish the role of juniority
in the Senate being a member of both the Foreign Relations Committee, which I had to leave in order to come to this Budget Committee, and the Budget Committee.
As always, the Senator is a very articulate, vocal and vigorous
Member of the Senate. We are delighted to have him on the Budget
Committee.
I yield to the Senator at this point for whatever time he may need.
Mr. BIDEN. I r. President, I thank the distinguished chairman very
much for those kind words and ask unanimous consent that Richard
Andrews of the Budget Committee staff be granted privilege of the
floor during consideration and votes on Senate Concurrent Resolution 32.
The PRESIDING OFFICER. Without objection, it is so ordered.

Mr. BIDEN. Mr. President, the Senate today begins consideration
of its first budget resolution.
BEGINNING OF NEW ERA

I believe that this marks the beginning of a new era of responsible
fiscal policy for our country.
This is the (lay when Congress starts looking at the whole budget,
not just the pieces.
rhis new process, which is built upon the strong foundations developed by the Appropriations and Finance Committees, is surely one of
the most important things that has happened in American Government in many years.
I believe that the Senate Budget. Committee has done a good job.
The members have worked together, disagreed together, and finally
come up with a budget that most members felt was supportable and
proper under our current economic circumstances.
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I hope to see this responsible view of the process continued here on
the floor of the Senate in the next day or so.
Trying to put together a budget this year was not an easy task,
given the problems of organizing the committee and its staff, and
embarking on a new venture.
However, it was important to start this year to provide as much
fiscal guidance as possible in these difficult economic times.
CAREFUL GUIDANCE BY CHAIRMAN

The credit for the success that I believe we have had goes in large
measure to the careful guidance provided by the committee's chairman, Senator Muskie.
Senator Muskie deserves the commendation of the entire Senate
for his willingness to undertake the chairmanship of this new endeavor.
In fact, to give up for this new process, particularly, the Foreign
Relations Committee spot which is so sought after by many of us.
last summer
around a table
Senators sat
since this
a group
to Ever
organize
new ofcommittee,
hedown
has carefully
pointed it in the
direction which has led to what I believe to be a remarkably good end
product.
I would also commend all of the other committees of the Senate
for the spirit in which they have entered into this new process.
They have given us careful and thoughtful reports about the budget
as they saw it, which have really formed the base for our decisions.
In addition to the formal reports, the members and the staffs of the
committees have been most helpful in providing information which we
needed to do our job
I believe that this cooperative effort is a good sign for the future in
the Senate.
I think one other thing should be said about this new process, and
that is that it is not quite as new as some Senators make it out to be.
There has been a myth around that the Congress never looks at
financial matters, and is totally irresponsible in dealing with them.
LOOKING AT MONEY PROBLEMS FOR LONG TIME

The fact of the matter is that the Appropriations and Finance Committees in the Senate, and their counterparts in the House of Representatives, have been looking at our money problems for a long time.
These committees have many knowledgeable members, as well as
staff, and their work forms the base on which this new process is built.
Getting now to the resolution, Mr. President, I would urge my
colleagues to support the committee's efforts.
I realize that there is probably not a Senator here who could not
find something to disagree with in the committee report or with the
total figures in the resolution itself.
I do not subscribe to every word of the report myself.
I do believe, however, that the committee's recommended figures
contained in the concurrent resolution are supportable at the present
time.
By and large, the $365 billion outlay target represents a fairly tight
spending level.

52-659 0 - 75 - 15
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Some would wish that the figures were higher, and others that they
were lower, which is one thing that makes me think that they may be
just about right.
I believe that the committee has walked a fine line between a budget
which would be ineffective in encouraging recovery from the recession
and one which, on the other hand, would be too stimulative and would
lead to a resurgence of inflation.
No economist from whom we heard has said that there should not
be a deficit. They all concurred that there was a need for a deficit.
DEFICIT CAUSED BY ECONOMIC CONDITIONS

The deficit is caused, in large part, by the economic conditions in
which we find ourselves.
This is not a spending deficit, it is a recession deficit.
Present economic conditions tend to decrease tax revenues, and to
increase such spending programs as unemployment compensation.
The result is an almost automatic deficit.
The deficit which the Budget Committee has presented is not
caused by massive new spending programs.
These are totally absent from the considerations which led the
committee to its recommendations.
I believe that in recommending the figures we did, we have reached
the point where we would soon have to dig. into programs that are
essential to the national welfare if we were going to reduce the budget
further under present economic conditions.
I would like to take a moment to examine the Budget Committee's
role in ths entire budget process and the purpose of the concurrent
resolution before us now.
PURPOSE OF CONCURRENT RESOLUTION

Our purpose here is to set budget totals that are consistent with
the needs of an economy that is in deep recession, with unemployment
now a• 8.7 percent.
We are also looking at broad priorities for spending within available
resources.
We are not looking at line items.
It would be a mistake were we to do it here.
The Appropriations Committee and the authorizing committees
will do this.
If we disagree with their review, then we can take up individual
items on the floor of the Senate.
I know there is waste that can be cut out and I intend to try to
get it out.
But to do that would distract us from the first, big decision we must
make about the spending of our Government and the areas of priority.
The Senate should keep in mind that this budget was developed
on the basis of the best economic information available to us right
now.
The course of the recession is not clear at this time.
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OPTIMISTIC SIGNS

There are some optimistic signs that the economy may be getting
4ready to turn up.
On the other hand, there are the very discouraging figures on
unemployment, which continues to climb.
Whichever way the economy goes, I hope that the Members of
this body will keep in mind that the figures they are being asked to
approve are not set in concrete.
These figures are targets to guide us.
Even under the Congressional Budget Act, the life of the first
concurrent resolution and its figures is only 120 days.
In September, it is supplanted by a more final and more permanent
second concurrent resolution, which can alter the budget figures
drastically if that is appropriate.
There is no need to change this resolution now to anticipate what.
may happen.
We need not try to foresee every development in the economy now.
It is the intention of the Budget Committee to carefully monitor the
economy during the period between the first and the second concurrent resolutions when the Senate is considering various spending
measures.
If it sees any significant changes in economic trends which would
have a significant impact upon the budget, it will certainly announce
that fact.
It is always appropriate to consider an interim concurrent resolution
setting new totals more appropriate to changed conditions.
URGE SUP•RT OF RESOLUTON

So I would urge my colleagues to support this resolution with the
clear understanding that, if conditions warrant, the committee will
reconsider its recommendations.
In addition, of course, any Senator has the right at any time to introduce a concurrent resolution to change the ceilings, and I am sure
the Budget Committee would give careful consideration to it.
I am sure that the Senate will give careful, serious, and responsible
consideration to this resolution.
To do otherwise would be to doom two of the most promising recent
developments in American Government.
The first is the possibility that we may finally have a mechanism for
setting a sound fical policy for our country.
The second is that Congress will be able to assert its responsibility
in guiding the financial policies of our Government.
RESPECT FOR COMMIWE

Mr. President, again I cannot emphasize too strongly how difficult
it was to get this whole mechanism in order, and how much credit the
chairman of the committee deserves. He has taken this on almost singlehandedly, pushed some of us, prodded some of us, cajoled the rest of
us, and insisted that, in fact, we get about the business of getting that

1i
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resolution in and doing it not in a piecemeal way but in a very thorough
way. Sometimes I have been a little disturbed at some of the decisions
that have been made in the committee. Sometimes I have disagreed.
But by and large my opinion has been one that has done nothing but
increase my respect for the mental prowess and leadership of the gentlemen of the committee. I also now know if someone is going to take a
position in opposition to the chairman of that committee they had
better have their facts together and know what they are talking about
or they will have a very serious problem. I hope my colleagues, those
few who might come in here with superfluous amendments, ones not
particularly thought out, will keep that in mind. I can assure them
that the chairman and the ranking minority member are very well prepared. They have very thorough y gone through this and I suspect
will be prepared to argue on its merits.
Again, I would like to compliment the ranking minority member and
the chairman of the committee for the fine job they have done.
Mr. MUSKI. Mr. President, I express my appreciation to my good
friend from Delaware for his excellent statement and his overgenerous
remarks. I hope the leadership of the committee is not too intimidated
but just intimidated enough to get this job done.
It might be useful to Members to know what is coming up this
afternoon and tomorrow. I expect the first amendment to come up at
about 2:45. It will be a Buckley amendment to lower the outlay ceiling
and to lower the deficit number.' In respect of tomorrow there will be
an amendment to be offered by Senator Mondale and some of his
colleagues
to raise the outlay ceiling and, in effect, to raise the deficit
2
number.
ONE OR TWO VARIATIONS OF A CUTTING AMENDMENT
There may be one or two variations of a cutting amendment that
will come up tomorrow.
I hope that we can begin debate in about 45 minutes on the first
amendment. I would be willing to entertain another one before then.
That is the time that we sort of agreed that the Buckley amendment
could be offered. We hope to get to a vote this afternoon.
May I make clear to the Members of the Senate that the budgetreform legislation provides for 50 hours of debate. Included in that 50
hours is all time on amendments. Amendments have a maximum of
2 hours to be equally divided for debate. So the Buckley amendment,
unless we give additional time from the resolution, ought to be in
shape for a vote late this afternoon.
That is the latest intelligence that I have. This is not like a normal
piece of legislation where there would be a lot of amendments in the
wings. There should not be, as I see it, more than four or five amendments, unless I am taken by surprise, between now and tomorrow.
At this point I am happy to yield to any Senator who may have comments.
Mr. BELLMON. Mr. President, the Senator from Nebraska has asked
for some time. I yield 15 minutes to the Senator from Nebraska.
Mr. CURTIS. Mr.

President, I believe this new budget law is serving

a purpose. I believe in the requirement that sometime early in the
I See amendment No. 874, at p. 229.

2 See amendment No. 387, at pp. 351,3M4.
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session the Congress assemble a budget and take a look at where we
are going as to receipts and expenditures.
RETAIN AND IMPROVE THIS PROCEDURE

Je

I believe it is important that we retain this procedure and try to
improve it. I do not believe that we should consider a cure-all. I doubt
very much if we can regard it as a measure to hold down expenditures.
At any rate, I am convinced that there are a number of Members
this year, and a number of staff members this year, who have taken a
look at the overall budget in a way that they have not done in the
years gone by.
We cannot, by a mere statute, control spending. I believe that the
basic drive over the country that we have budgetary reform in the
Congress was not for the purpose of just mere efficiency of operation.
I think the underlying force of that was that we stop going into debt,
that we end deficit financing, that we go on a pay-as-you-go basis. A
statutory requirement that we do that is quite ineffective, because
it is a mere statute: and Congress can, 15 minutes later, 15 days
later, or a year later, by a legislative act, a mere appropriation or any
other statute, supersede the statute. So there is no budgetary ceiling
that has any force and effect when it comes down to that.
BUDGET IN BRIEF

I stated that I thought one of the values of this law was that it
focused attention upon our financial situation, I commend not only
to Members of the Congress but to all other citizens as well this little
book that is published each year, "The United States Budget in
Brief."
This one is for fiscal 1976, which begins July 1. The most informative
page is the first inside cover. It shows where the money comes from
and where it goes. It is the saddest looking picture we have had in
any year.
As to where the money will come from in the next fiscal year, 15
percent will be borrowed. Do people realize that we will borrow more
money to run this Govrernment than the corporations pay in income
tax? Do people realize the amount borrowed will equal half of all the
income taxes paid by individuals?
The chart shows that of every dollar coming into Washington, 15
cents is borrowed, 30 cents comes from individual income taxes, and
only
14 cents
from corporation
Millions andcomes
millions of people pay taxes.
more social security tax than
they do income tax, but the amount that is borrowed in their behalf
exceeds that. The payroll social security tax on employees accounts
for 13 cents for every dollar received, but we will be borrowing 15
cents. This is what that means: If you pay $1,000 in personal income
tax, your Government is signing your name to a note for $500, not
to solve some problem of refinancing, but to pay the current costs of
Government.
GOVERNMENT BORROWING IN YOUR NAME

If your income tax bill is $10,000, the Government is borrowing
in your name-and you will have to pay it back-$5,000. If you are
more fortunate and are paying $20,000 in income tax, the Government
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has to borrow $10,000 to put with it, in order for this Government to
meet operating expenses.
There is another misapprehension about this budget, and it is shown
on the inside page. This shows where the money goes.
It is easy to say we have high expenses and great debts because of
Vietnam or Cambodia. It is not so at all. This year, 27 cents of every
dollar of expenditure goes for national defense. Two years ago, it was
29 cents. Ten years ago, it was 40 cents. The amount of money going
to the Defense Establishment is being reduced and reduced.
WHERE THE MONEY GOES

Where does the big money go? The big money goes for the welfare
state. It is all in this chart. Thirty-nine cents of every dollar you send
to Washington goes for direct payments to individuals. Another 16
cents goes for payments to States and localities: Of that 16 cents, they
pass 5 cents on to individuals. Thirty-nine cents and 16 cents make
55 cents.
The interest on the national debt is another 7 cents. That is 62
cents. Twenty-seven cents goes for national defense. All other functions
of Government take only 11 cents.
We are breaking the bank because of the millions and millions of
checks that are sent out of Washington to individuals, to States and
localities, some of which is passed on to individuals. The financial
problems of this Government in paying for thc cost of governing are
rather modest. The big crunch comes with respect to providing.
Take the field of medical care. If we look at page 36, we find that
10 years ago, the Federal Government was spending about $3 billion
for all health programs. In the next year, it is going to be close to
$30 billion.
Mr. BUCKLEY. Mr. President, will the Senator yield?
Mr. CURTIS. I yield.
Mr. BUCKLEY. Mr. President, I ask for the yeas and nays on the
amendment I will offer a little later.
The PRESIDING OFFICER (Mr. Garn). Is there objection to ordering
the yeas and nays on an amendment which is not before the Senate?
The Chair hears none, and it is in order.
Mr. BUCKLEY. Mr. President. I ask for the yeas and nays on the
amendment.
The PRESIDING OFFICER. Is there a sufficient second? There is a
sufficient second.
The yeas and nays were ordered.
Mr. CURTIS. Mr. President, 10 years ago, we were spending $3
billion of Federal money for health. In the next year, it is going to be
$30 billion; a 10-fold increase in 10 years.
It will take a change of some substantive law to reduce that.
TAX BURDEN ON THE PEOPLE
We are engaged in a program whereby, through the payroll tax,
we are taxing young people and middle aged people who are buying
their own homes, paying their medical bills, educating their children,
buying life insurance, and contributing to local churches and institu-
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tons. We are taxing them to pa the hospital and medical bills of
everybody over 65, regardless of their income. Certainy, government
has a responsibility to provide medical care for people who cannot
provide it for themselves. Yet, we are putting a tax burden on the
people to provide a service that many people are well able to provide
for themselves. In order to carry out this multiplicity of programs, we
not only have high taxes upon our people, but also, we are borrowing
15 percent of our outlays.
There is another very interesting chart in this booklet. It is the one
on social services. Ten years ago, it was about a quarter of a billion
dollars; now, it is more than $20bilion.
FEDERAL AID TO EDUCATION

As to the field of education, some of us were here when the whole
concept of Federal aid to education was promoted. It was argued that
there were States and localities that did not have the resources to
provide good schools. Long speeches were made about this pocket of
poverty and that pocket of poverty which did not have a tax base, and
that caused many people to say "We'll shift the burden of running
schools from back home to Washington."
There were other people, some of them quite conservative minded,
but they were disturbed about the high taxes locally, so they said,
"We favor Federal aid to education," thinking it would lower their
taxes. It has not.
What has happened in the meantime? A chart on page 32 shows that
10 years ago, we were spending for education a little less than $3 billion.
This next year it will be a little more than $7 billion.
In other words, what I am trying to say is that the heavy cost of
government comes not from governing but from providing; it comes
from our adoption of a welfare state, which has been built, brick by
brick, over the last four decades.
THOUGHTLESS IN CRITICISM

Sometimes we are rather thoughtlss in our criticism. Somebody will
say, "I do not like President Ford's budget." Well, the poor President
did not have anything to do with this budget. It is sort of an adding
machine process to see what these programs call for and then add it up
and ask Congress for it.
In a conversation with the President a short while after he submitted
-,..

his budget, I heard him say that he was $2 billion short. Only a few

days had elapsed, and his budget was $2 billion less than it needed to
be. Here was his explanation: More people went on unemployment
compensation and increased the outgo. At the same time, it decreased
the income. Then movie people elected to retire under the Social
Security Act. The average age of retirement is not 65 years, it is a little
over 67; but when jobs become scarce, more people elect to retire.
Those two acts alone increased the expenditures by $2 billion. Yet it
is so easy for someone here who may have voted for every social
program that has come along and placed the burden on the President
to ask for money to execute the law to say, "I do not like President
Ford's budget."
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8t)P'PORT, OF WELFARE STATE

Here is another thing about the welfare state: It carries a long-term
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commitment. How on earth can we have a. program that someone
participates in as a payer for years and years and then, when he gets
to a place to draw benefits, we say, "It is going to be discontinued or
reduced." They are, in a sense, programs that run into perpetuity.
And we have had so many of them that that is where our money goes.
Fifty-five cents out of every dollar that is expended goes to support
the welfare state.
There are other programs that we can control. We might get enthusiasm about a highway program for 2 or 3 or 5 or 19 years, but if
we need to, we can slow it up for a short while. There are other programs that, by the nature of their operation, the cost goes down on.
On page 28 of the budget booklet is a chart showing the expenditures
for the Department of Agriculture. Back in about 1968, those expenditures were nearly $6 billion.
The PRESIDING OFFICER. The 15 minutes of the Senator from
Nebraska have expired.
Mr. CuRTIs. I yield myself 10 more minutes.
In 1968, those expenditures for Agriculture were near $6 billion.
They are going to be down below $2 billion this next year. But not
so with these benefits to individuals and to States. They run in
perpetuity at an increasing rate. It is going to he mostwe
difficult
to we
do
can do:
anything about many of them, but there is one thing
can stop adding to the programs. We can stop expanding the welfare
state.
MEDICARE AND MEDICAID
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Take the field of health. We have a program for the aged, medicare.
It could stand a lot of improvement. We have a program for the poor,
medicaid. It could stand a lot of improvement. But lo and behold,
we are talking about national health insurance. What is the issue
there? The issue is, Shall we have a medical program for people who
are neither poor nor aged?
Imagine facing a $100 billion deficit and then we so depart from
responsibility that we suggest a medical care program for people who
are neither poor nor aged.
Mr. President, I said at the beginning that while this exercise in
establishing the congressional budget had value, and it has, to focus
attention on the problem, it is not a law with any teeth in it. It is a
statute. An appropriation bill is a statute of equal power, and the last
one prevails. So it does not hold down expenditures; it cannot. Regarduess of what is done on this resolution today, it will be the subsequent acts of Congress that determine how much we spend.
PAY-AS-YOU-GO BASIS

There is one way we can do it. There is one way that we can go on
a pay-as-you-go basis. That is by making it a constitutional requirement. The Constitution is the supreme law of the land. Anything we write into the Constitution prevails over every statute, and
statutes must conform to it. It is not easy to amend the Constitution.
Tt must pass both Houses of Congress by a two-thirds vote and be
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ratified by three-fourths of the States. I have spoken very critically
of many social programs. I have voted the way I have spoken. But I
have recognized that there are many people who believe in a lot more
government than I do. I respect them in that view. But I say that we
should be willing to pay for whatever government we vote for. To
vote for Government programs and then not levy the taxes to pay for
them is immoral and dishonest.
This year, we have to borrow 15 percent of the amount of our
• expenditures-and that says nothing about the bonds that will become
due from past borrowings. Therefore, I have a constitutional amendment pending. It has a number of cosponsors. I hope that as time
goes on, it will have more cosponsors. It would compel the Federal
Government to go on a pay-as-you-go basis. If an individual Member
believes that a program is good, he ought to believe it enough to
vote to levy the taxes to carry it on, not just to add it on this heap
of debt that could only bring chaos.
PROPOSED CONSTITUTIONAL AMENDMENT

Here is how this proposed constitutional amendment, Senate Joint
Resolution 55, would work:
It would require the President, in submitting his budget, to submit
a balanced budget. If the President recommended more expenditures
than estimated receipts, he would have to figure out how much surtax
it would take to put his budget in balance. The surtax, of course, is
a percentage tax increase on your regular tax. If it took a 10 percent
surtax, 5 percent, 3 percent, or 12 percent, the President would have
to declare it.

That would have a very wholesome effect throughout the country.
People all over the United States, the next mormng, would say to
one another, "Did you hear what the President is going to do? Re is
going to raise our taxes 10 percent," or 12 percent, or 3 percent. And
they would get busy right away and write their Representatives and
Senators. The wouid become interested in the budget of the United
States.
I believe under our system the power over taxation and spending
belongs to Congress. Under my proposal, it would still be there,
Congress could do one of several things with the President's budget.
First, they could lower expenditures, and the surtax would not be
necessary. Or they could find some other source of revenue, and the
surtax would not be necessary.
AMOUNT OF SPENDING AUTHORIZED

Sometimes, however, Congress increases the President's budget.
This proposal provides that at periodic times, the Speaker of the
House of Representatives shall calculate the amount of spending
authorized and the estimated receipts, and determine how much
surtax it would take to put the two in balance. If Congress does not
do so, and neither provides other revenues nor reduces expenditures,
the finding of the Speaker of the House of Representatives as to the
amount of surtax needed to put it in balance would automatically go
into effect, and the surtax would automatically go into effect.
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Here is what that would do, Mr. President: It would force the
President and Congress either to reduce expenditures or to collect
the tax.
Some might well ask, "Why would a conservative from Nebraska
like Carl Curtis be advocating a proposal that could lead to more
taxes?"
There is a twofold answer. First, if we are going to have high
expenditures, we have to have high taxes. No one can go into all the
stores in town make large purchases, and not have some high bills to
pay at the end. If we are going to have, high expenditures, we have to
have high taxes. That is one part of the answer.
GREATER CONTROL OVER EXPENDITURES

The other part of the answer is that if Congress and the President
are forced to choose between controlling expenditures and decreasing
taxes, we will establish a greater control over expenditures. We will
establish some priorities. We will not be so quick to enlarge the
Government. There will be some things that we can change. There
will be other things that we can correct. If we had to levy the taxes
this year, believe me, Congress would vote some reform in the food
stamp program. When it started just a few years ago, its costs was a
quarter-of-a-million dollars. Now it is over $4billion. Seventeen million
Americans got food stamps last December. If we do not change the
law, 25 percent of the population is going to qualify for food stamps.
That is nearly 55 million people.
FOOD STAMP PROGRAM

There are individuals with incomes over $10,000 who are drawing
food stamps. It was never intended that food stamps supplement one's
income. It was intended as a nutrition program, to be confined to
those people who just could not get enough to eat, and were undernourished, so that they should be able to improve their nourishment.
Yet it has now been ushered in as an income-supplement program, to
help a quarter of the population.
If wehad to face the music in this Chamber, in the House of 4tepresentatives, and in the Office of the PresidentThe PRESIDING OFFICER. The Senator's additional 10 minutes have
expired.
Mr. CURTiS. I yield myself 5 additional minutes. I do not have any
to yield, but I am happy to do it.
If we had to choose between having some reform of the food stamp
program or collecting enough taxes to pay for such a program, we
would reform it.
That is the reason why I hope, Mr. President, that I shall live to see
the day when we do have two-thirds of the votes of both Houses of
Congress to submit a constitutional amendment to the States for their
con•sderation that would compel the Government of the United States
to live within its means. That would do more to spur our economy
than anything else that I know of.
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BY INFATION

Our Secretar7 of State pointed out before the Committee on Finance
that our recession is caused by the inflation, and I heard an economist
say within the last week that this tax bill that we went overboard to
vote for, a tax reduction at a time when wa are borrowing money to
operate
on, was laying the foundation for a recession in the latter part
of196
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It is the inflation that is causing the recession. It is the inflation that
is causing people to be frightened. The savings and loan institutions
here in the
of Washington attained their biggest month in their
history last city
year, with people putting
their money in there because
they lacked the confidence that they should have to spend It.
If we want to guard against recessions, let us put our financial house
in order. If the word would go out in Washington that we had put our
financial house in order, men would enter into contracts, individuals
would launch out on new ventures. They would take an idea, develop
it, build a factory, and hire people. Individuals with money would
choose to invest it in a worthwhile enterprise that would prod economic
activity in the country, and jobs, if they felt that our house was in
order. The nations of the world would take notice if we balanced the
Federal budget and operated on a basis that we would always balance
the budget.
EXPENDITUS

HELD DOWN BY CONGRESS

Mr. President, it used to be said that there is nothing wrong with
this country that an election would not cure. That is not true any
longer. We could have an economy-minded Congress in here for 10
years, and they could hold down a lot of expenditures. Then we could
have one election where the spenders sweep the country, and they could
start a lot of programs that would multiply over and over the expenditures and obligations that we have now.
Mr. President, every generation is called upon to make a sacrifice
to preserve this country. The frontiersmen went through it. The
pioneers, the original settlers, those who won our independence, those
who fought in the great war between the States-every generation is
called upon to do something. I believe that the burden of this generation is one of putting our financial house in order, and that if we lose
that fight we will have damaged our country for a long, long time to
come, and that we will have further accentuated the nosedive toward
becoming a second, third, or fourth-rate power.
Mr. President, I yield the floor.
Mr. CURTIS. Mr. President, I suggest the absence of a quorum.

The PRESIDING OFFICER. On whose time?

Mr. CURTIS. It is totally immaterial to me.

The PRESIDING OFFICER. The clerk will call the roll.

The legislative clerk proceeded to call the roll.

Mr. BUCKLEY. Mr. President, I ask unanimous consent that the

order for the quorum call be rescinded.

The PRESIDING OFFICER. Without objection it is so ordered.

'2%

AMENDMENT NO. 874

Mr. BucKLEY. Mr. President, I call up my amendment No. 374
and ask that it be stated.
The PRESIDING OFFICER. The amendment will be stated.
The legislative clerk read as follows:
The Senator from New York (Mr. Buckley), for himself, Mr. McClure and Mr.
Brock, proposes an amendment No. 874.

The amendment is as follows:
Strike out all after the resolving clause and insert the following:
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IN THE SENATE OF THE UNITED STATES
Apnni, 23 (legislative day, ArnuL 21), 1975
Oi•tlerd to lie on the table nnd to be printke'

AMENDMENT
(IN THE NATURE OF A SUBSTITUTE),

Intended to be proposed by Mr. BUCKJ,,FY (for him~of, Mr.
McCLUii, fnd Mr. Bitoci) to S. Con. lies. 32, a concurrent resolution relating to a determination of the Congressional Budget for the United States 0'oernifiiet' for tN6
fiscal year beginning July 1, 1975, viz: Striko out all.after
the resolving clause and insert the following:
1 That the Congress hereby determines, pursuant to section
2 301 (a) of the Congressional Budget Act of 1974, that for
3 the fiscal year beginning on July 1, 1975-4
5
6
7
8

(1) the appropriate level of total budget outlays is
$340,000,000,000;
(2) the appropriate level of total new budget au.,
thor'ity is $388,600,000,000;
(3) the amount of deficit in the budget which is
Audt. No. 374
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1

appropriate in the light of economic conditions and all

2
3

other relevant factors is $34,700,000,000;
(4) the recommended level of Federal revenues is

4

$805,800,000,000, and in order to achieve this level the

5

amount by which the aggregate level of Federal revenues

6

should be increased is $7,500,000,000; and

7

(5) the appropriate level of the public debt is $611,-

8

100,000,000.

9

tSic. 2. The Congress, iii setting forth the ainounts con-

10 gained in the first section of this resolution, estimates that
11 Fede',d receipts from the leasing of the Outer Continental
12 Shelf for oil exploration purposes will be $4,000,000,000,
13 rather than the $8,000,000,000 estimated in thie budget
14 submitted by the President. If the $8,000,000,000 estimated
15 is realized, the appropriate deficit set forth in paragraph
16 (3) of the first section is $30,700,000,000.

Mr. BUCKLEY. Mr. President, my amendment No. 374 to Senate
Concurrent Resolution 32 is in the form of a substitute. It recommends
a spending level of $340 billion, revenues of $305.3 billion, and a resulting deficit of $34.7 billion as opposed to the Senate Budget Committee's
recommendation of $365 billion for outlaypj $297.8 billion for revenues,
and a deficit of $67.2 billion resulting therefrom.
COSPONSORS OF AMENDMENT NO. 374

Mr. President, I request that the Senator from Texas (Mr. Tower),
the Senator from Virginia (Mr. Scott), the Senator from Oregon (Mr.
Packwood) the Senator from Utah (Mr. Garn), the Senator from
Nevada (Mr. Laxalt), the Senator from Arizona (Mr. Fannin) and the
Senator from Wyoming (Mr. Hansen) be added as cosponsors of
amendment No. 374, intended to be proposed to Senate Concurrent
Resolution 32, relating to the determination of the Congressional
Budget.
The PRESIDING OFFICER. Without objection, it is so ordered
Mr. BUCKLEY. I would like to say at the outset that, in questioning
the Budget Committee's recommendations and the economic thinking
that led to them, I do not wish to suggest anything but the highest
enthusiasm for the new budget process itself. It represents an important step toward providing the Congress with the ability to determine
national spending priorities in a comprehensive and responsible
manner. It is a process that is long overdue; and I want to commend
the chairman, Mr. Muskie, and the ranking minority member, Mr.
Bellmon, for their work in bringing the machinery into operation in so
short a period. By the same token, every member of the Senate Budget
Committee recognizes the severe handicaps under which we have been
forced to operate in this initial "dry run' of the procedures stipulated
by statute.
COMMIT CONGRESS TO SPECIFIED SPENDING LIMITATIONS

What I believe to be of particular value about this initial attempt to
commit the Congress to specified spending limitations and to assume
responsibility for the resulting deficit, is that it provides us, really
for the first time, the opportunity to examine the underlying assumptions on which the congressional fiscal policy is based. In a sense, this
is far more important than the actual figures that will be adopted by
the Congress, as the final recommendations will reflect the ongess
underlying understanding of how the economy operates and of the
impact fiscal policy has on its long-range health.
A challenge to the basic premises on which the majority of the committee has operated, then, its not a challenge to the new budgetary
process itself. Rather, it is an attempt to make it work more effectively, and to make sure it more accurately reflects the economic
thinkng of the Congress as a whole, by raising questions as to the key
premises.
Most specifically, I challenge the committee's sin le-minded emphasis on stimulation at the expense of long-term stabilization, in its
attempt to address the problem of economic recovery. It seems to me
that this offers nothing more than a larger dose of the economic snake
oil which is largely responsible for our current economic difficulties.

In rejecting that prescription, I will present data to support my
contention that a spending deficit in the neighborhood of $70 billion
is far in excess of the stimulus which the economy can safely accommodate without discouraging investment and reintroducing into the
economy, by 1977, a new wave of inflation.
Before pursuing my analysis, I would like to make a comment or
two on the procedures we have followed in arriving at our recommendations.
PROVIDE BUDGET COMMITTEE

WITH Bm'FER UNDERSTANDING

In the first instance, I would have preferred to see the authorizing
committees provide the Budget Committee, not only with an estimate
of the amount they wish spent during the subsequent fiscal year, but
also with information as to what they consider to be the absolute
minimum levels of spending that are feasible in their respective
areas. Had this been done, it would have provided the Budget Committee with a better understanding of the options available to it. As
it was, the Budget Committee had to work backwards from the
authorizing committee requests in order to reach its spending recommendation of $365 billion. This has made the belt-tightening function
of the budgetary process more difficult to achieve.
I also believe that greater attention might have been given to the
revenue side of the budget equation; but I recognize the difficulties
of doing so this year, especially in light of the substantial changes
being made in the tax laws.
Finally, I believe that a greater effort should be made in the future
to extend the committee's vision beyond the fiscal year immediately
under consideration, both in terms of the development of fiscal policy
and in estimating the long-range needs within the various functional
areas.
LONG-RANGE EFFCT ON 1976 DEFICIT

My major criticism of the fiscal policy reflected in the committee's
recommendations is that its vision does not extend beyond their
immediate impact on unemployment statistics. It does not try to
estimate the long-range effects of the huge fiscal 1976 deficit on
inflation, on inflationary expectations, and on the rate of investment
in the private sector. I also believe-as I pointed out in my supplemental views on the recommended reductions in levels of defense
spending-that it was extremely difficult to determine appropriate
levels of spending in any given fiscal year without an understanding
of longer-term requirements. I am sure, however, that we will be developing this greater perspective as we move into the next fiscal cycle
and have at our disposal the full facilities of the Congressional Budget
Office.
There is no question that the present state of the economy is
deeply disturbing; but in many ways, it is not nearly so disturbing
as the response to it by the Senate Budget Committee. The American
people want a stable economy; the committee offers them instead an
inflationary budget. The people want a sound dollar; the committee
offers them instead the sound of high-spending rhetoric. The people
want prices to level off; the committee recommendations all but
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guarantee that prices will go up-and that more Americans will be
divren out of productive jobs. The people want an end to the recession;
the committee's actions threaten to cripple the recovery and plunge
us back into another, deeper recession.
RECESSION FOLLOWS INFNATON

While inflation has abated over the last few months, the economy
Shas undergone a recession at a rate which caught most economic
observers by surprise. That recession follows inflation is-or should
be-no surprise. Inflation induces business to build unsustainable
inventories at the same time that it reduces real wages and purchasing power. Inevitably, spending and production cuts follow;
and usually they are attenuated by the belated shifts of monetary
policy to fight inflation. The "inflation-recession" cycle is being
accentuated. The committee's proposal will not put an end to that
cycle. To the contrary, it would almost assuredly deepen it.
The current recession is the worst since the last days of the Great
Depression. Unemployment stands at 8.7 percent for March 1975,
and threatens to go higher. Some predict a 10 percent rate before a
turnaround comes. Production has fallen for three straight economic
quarters, and the decline is likely to continue for at least an additional
quarter. Housing starts and construction, as a whole, slumped to what
can only be called depression levels; and the automobile industry,
after a virtual shutdown in November of last year, is only now beginning to call workers back as inventories of unsold new cars reach
levels which justify new production. But car sales remain weak.
They are still off by more than 25 percent from last year's figures.
In a word, the American wage earner is being battered by the onetwo punch of inflation-recession.
SOUND RECOMMENDATIONS BY COMMITTEE

The response of the Budget Committee to the recession is to recommend for fiscal year 1976 a Federal deficit of almost $70 billion, and
an increase in Government spending of $50 billion. This is a 16.25
percent increase over estimated spending for the current fiscal year.
The committee urges upon the Senate the idea that these are not only
sound recommendations, but that they are necessary to our recovery.
I beg to differ. The committee's recommendations constitute a major
threat to the economy's long-term ability to perform without recessioncreating inflations. In addition, the figures the committee recommends
will have an adverse impact upon the ability of American families and
businesses to obtain needed credit. Because of the high level of Federal
borrowing that would be required to finance the proposed deficit, as
much as $40 billion in private demand for credit and capital will be
crowded out by the committee's recommended fiscal policies.
CROWDING OUT IN FISCAL 1976

There has been considerable attempt of late to discount this possibility, Mr. President. I submit, however, that those who say there will
be no crowding out are relying upon unrealistically low projections of
private demand for credit. In attempting to determine whether there
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would be crowding out in fiscal year 1976, I have studied the opiniotis
of such authorities as Henry K tufman of Salomon Bros., Dr. Norman
Ture, several excellent editorials recently published in the Wall Street
Journal, and a number of other sources, including Federal Reserve
projections.
Mr. President, I ask unanimous consent that copies of these Wall
Street Journal editorials be printed in the Record at the conclusion
of my remarks.
The PRESIDING OFFICER. Without objection, it is so ordered.
(See exhibit 1, p. 237.)
Mr. BUCKLEY. I have concluded that a best estimate for total
private demand for credit is $195 billion, although I am advised that
such a figure might well understate private demand if the anticipated
recovery is strong and interest rates kept low. The private demand
figure could go to $225 billion.
State and local government can be expected to come into the credit
market for another $20 to $24 billion.
The Federal Government's demands for credit, net of Federal
Reserve borrowings, will be at least $55-$60 billion, resulting in a
total demand for new credit in fiscal year 1976 of at least $290 billion.
CREDIT SHORTFALL

There will be a credit shortfall if total savings does not meet total
demand. Thus far, the highest figure I have seen quoted for total
available resources is $260 billion, a figure which most consider highly
optimistic. Realistically, a $240 to $250 figure should be used. A very
substantial crowding out figure will, in fact, be caused by a $70 billion
budget; and its effect will be nothing more nor less than to reduce
private spending and investment. That reduction is exactly the opposite of what our economic doctors ought to be prescribing.
The Nation's economic policymakers, attempting to move too
quickly to end the recession, will-unless they are stopped-deliver
tie Nation by 1977 into the hands of another and more virulent wave
of inflation which could have us looking back with nostalgia to the
rates we experienced in 1973 and 1974; and such an inflation will
inevitably be replaced by another and more terrible recession.
In the concurrent resolution recommended to the Senate by its
Budget Committee, the following is urged:
First. A Federal outlays level of $365 billionSecond. A projected revenue level of $297.8 billion; and
Third. A recommended budget deficit of $67.2 billion. As the
concurrent resolution points out', however, the actual deficit
would probably be $69.6 billion because of anticipated net tax
reductions.
SENATE BUDGET COMMITTEE RECOMMENDATION

Just as the administration has urged upon the Congress an outlays
level of $355.6 billion, the Senate Budget Committee is recommending
its $365 billion figure because it is believed that the greatly increased
spending levels Will aid the economic recovery, rather than injure it.
My economic analysis suggests that both the President's and the
Senate Budget Committee s spending recommEadations are too large.
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Spending is stimulative only to the extent that it adds to aggregate
spending. If the Federal Government spends $365 billion in fiscal year
1976 and all of it comes from taxpayers in the form of either taxes or
borrowing-which, if retained, would have been spent or loaned in
the private sector-then the action by Government would constitute
nothing more than a transfer of economic choice from private citizens
to government. In other words, Government spending, unless it uses
private funds which would not otherwise be spent or loaned, or unless
it is stipported by the creation of new money, will do nothing for the
economy other than make Government larger relative to the whole of
the Nation's economic activity. The consequences of such a relative
shift are that American families and businesses wiU have less to spend
and invest because the Government has chosen to spend more. This
means that fewer productive private jobs will be created because the
Congress has used the money to create public-related jobs instead.
BREAK INFLATION-RECESSION CYCLE
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The present condition of the economy, the need to break the destructive inflation-recession cycle that has afflicted our economy in recent
years, and the part the budget will play in generating or delaying recovery, are the problems we should be facing today. I am disturbed
that the committee failed to invest more of its time and effort analyzing these matters. The majority ignored the inflation-recession
cycle and simply asserted as "truth" that its proposed budget deficit
would bring recovery. It did not question whether such a recovery
could long endure. It does not matter that there is no intent to create
problems. The consequences arising out of the committee's recommendations are such that they should have been considered within the
time-frame of at least the next 3 to 4 years. Rational policy is not
possible if the policymakers are overly committed to short-term goals.
There are more problems within our economy than just the recession
in which we are now mired. We all desire recovery as soon as possible.
But it makes no sense to try to end this recession through measures
that will incur the grave risk of another round of still higher inflation
followed by a still steeper recession.
On the understanding that fiscal reform cannot be achieved overnight, my cosponsors and I propose the following alternative recommendations for outlays and budget deficit:
First. A Federal outlays level of $340 billion.
Second. A projected revenue level of $305.3 billion.
This, Mr. President, reflects our recommended $7.5 billion in
energy conservation taxes and a decision not to extend the 1975 tax
reductions.
Third. A resulting budget deficit of $37.3 billion.
NOT A STINGY BUDGET

I want to make it very clear that the sponsors of this substitute
resolution are not happy with either this level of Federal spending or
the resulting size of the Federal deficit. We offer this economic plan
because it is better, in our opinion, than the committee's venture in
high-risk economics. We recommend a budget which represents an
8-percent increase over current spending. It is not a stingy budget. We

dare say it represents an increase in real spending which will be denied
most Americans. But it is not a reckless budget. Our recommended
levels can be achieved by cutting where the Nation can afford to cut:
in foreign aid and subsidies to businesses, while holding pay increases
for Government employees to 5 percent. It does not deny us a reasonable national security budget, and it provides for the full cost of living
increase promised to social security recipients.
At this point, I ask unanimous consent to have printed in the
RECORD my own suggested "limits" for each of the 16 functional
categories:
There being no objection, the material was ordered to be printed in
the RECORD, as follows:
FUNCTIONAL BREAKDOWN
Estimated
ral year
1975 outlays

President's
adjusted
budget
request
(Mar. 12,
1975)

050-National defense.............................................
85.20
--Intornatnal affairs ...............................
4.85
250--Goneral
science, space, and technology ...................
4.18
300-National resources, environment, and energy ................
9.41
350-!Ariculture ..................................
1.77
400-Comorce and transportation .........................
11.79
450-Community and regional development ....................
4.88
5001-Educdtion, manpower, and social services..................1471
550-Health ..................................................
26.48
600-Income scurky ..............................
106.70
700-Veterans beieflts and services.......................
15.46
750-Law enforcement and justice .........................
3.02
800-Goneral government ..................................
2.65
850-Revenue sharing and general purpose fiscal assistance ............
7.03
900-4ntorest ....................................................
31.33
Allowances ...................................................
70
--Undistributed offse g receipts ...............................
-16.8
Total outlays ...............................................
313.45

94.0
6.4
4.6
10.1
1.8
14.7
5.9
16.5
28.1
119.4
15.6
3.3
3.2
7.2
34.4
8.1
-20.2
353.1

Function

Sunestod
Buckley

budget
request
93.0
4.0
3.8
9.5
1.3
12.9
4.7
15.0
27.8
121.9
15.6
3.1
3.2
7.2
32.9
1.1
-16.2
310.8

Mr. BUCKLEY. Mr. President, I should point out that these outlay

figures represent only my own thinking, which is not necessarily
shared by my cosponsors. They represent rough estimates of feasibility rather than the results of a line--by-rine examination of the budget.
The committee, of course, is charged with analyzing the macroeconomic effect of Federal expenditures and recommending the appropriate aggregate spending levels. By submitting a functional breakdown, I am indicating where I believe the line can be held on expenditures in order to meet those levels.
STILL LARGER REDUCTION IN ORDER

While I believe that my suggested levels are achievable without
serious dislocation, I point out that a still larger reduction is in order
if one is to assume a lower rate of inflation than anticipated by the
committee and the administration. Because the executive assumed a
6-percent rate of inflation, they wrote in roughly an $18-billion increase in outlays just to stay even in terms of real spending. Inflation in fiscal 1976 is more likely to be 3 to 4 percent, which means a
potential saving of as much as $9 billion, by merely writing down the
spending level to match the actual impact of inflation. Unfortunately,
if Congress anticipates an inflation in excess of the actual fact, we will
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have authorized spending in real terms in excess of those recommended by the committee. As I indicated, this saving alone could
range in the area of $9 billion.
While my cosponsors may not share my views as far as each functional outlay is concerned, we all concur that our recommended outlay
figure of $340 billion draws a line of demarcation between the old
policies of unsound, reckless economics and our economic plan of
.'

growth without inflation. Almost all of the projected deficit can be

~

accommodated by a noninflationary increase in the money supply
that is geared to the long-term growth potential of the American economy, in accordance with the monetary policy recently enacted by the
Congress as Concurrent Resolution No. 133. The resulting $15 to $18
billion increase in the money stock means there would be approximately $15 billion of additional Federal borrowing in competition with
the private sector.
AMECANS FORCED TO SETTE FOR LE8S

Our proposal is not only far sounder economically, but it is also
more just. We question the justice of the Government's taking an
even larger portion of the economic pie. We question the justice of
increasing Federal spending by more than 15 percent when Americans
have been forced by inflation to settle for less or have been unemployed or underemployed because of the recession. The fact of the
matter is that the Budget Committee recommendations take advantage of the recession to increase the role of the Federal Government
relative to the whole of the American economy.
We feel that the economic plan we have recommended is the one in
which the Nation can place confidence, one that will facilitate recovery
with a prudent regard for future stability. Admittedly, it represents a
compromise; but it is a compromise made necessary by the sheer
impossibility of terminating or cutting back over night hundreds of
programs on which others have come to depend. It represents, however,
a major step in the direction of fiscal responsibility; and if the Congress
will take it, this in itself will foster a degree of public confidence that
will hasten us to our goal of sustained growth without inflation.
Mr. President, I reserve the remainder of my time.
EXHIBIT 1
[From the Wall Street journal, Mar. 18, 1975]

"•

CROWDING OUT
Understanding the economy in 1975 unfortunately for those of us with enough
on our minds already, requires an understanding of an esoteric economic debate
over something called "crowding out."
Treasury Secretary Simon sounded the first guns in this debate by warning that
financial markets cannot finance both the huge federal deficit and the needs of
private borrowers. Some economists have described his fear as "hysterical." In a
letter to The New York Times, six prestigious liberal economists said the problem
would be handled through an "accounting identity." But in recent weeks, independent analyses have been conducted by Norman B. Ture, a Washington-based
counsulting economist, and Alaln H. Meltzer of Carnegie-Mellon University. Each
reports that, until he got the numbers down, he could not believe things are as bad
as they are.
The crux of the matter is that when the federal government borrows to cover its
deficits, it competes with private borrowers who need funds to invest in plant

construction and housing. Both government and private needs must be met from
the savings pool, which consists of business savings (profits plus depreciation and
other "capital consumption allowances"), personal savings and inflows of foreign
funds. Allowing for special factors and statistical error, the two totals will always
be the same, this is the "accounting identity."
The problem is that if you plug some reasonable 1975 projections into this
equation, it is very hard to get the totals to come out equal. This suggests that as
the heavy government borrowings come on stream in the second half, the economy
may well be in for some type of severe shock now only dimly foreseen. A typical
projection, with calendar year 1974 as a base, would look something like this:
Billion Dollars
1974
Investment+Defict Equals Business Savinp+Personal Savlnp+Foreign Investment
20839
+
5.9 Equals 136.5
+
76.7
+
3.6
Total 214.8 Equals total 216.8.
1975
205
+
70 Equals 15
+
so
+
10
Total 275 Equals 240.

First, a word about the estimates. Private investment may fall off more rapidly,
but so may corporate profits. Personal savings may be higher if the savings rate
rises but will be lower if personal Income falls. The net inflow of foreign funds may
increase, but the above estimate already provides a tripling in a year's time. The
estimate of a $35 billion gap is essentially a conservative one, andthe question is,
how will this gap be closed
INJ-T RESERVES INTO BANKZNo SYSTEM

Part of the gap-and in a sense the whole debate is over how much-will be
filled by the Federal Reserve System's purchases of federal debt by in effect
printing up new money. Over the course of a normal year, the Fed will buy
federal securities, thus injecting reserves into the banking system and making
the money supply grow. It's easy enough to calculate roughly the relationship
between the Fed's purchases and money growth. At a 6% growth in the narrowly
defined money supply, the Fed would buy about $7 billion in new federal debt.
If the Fed closes the gap by buying the whole $35 billion, the money supply would
grow by about 30% over a year's time.
Before we go one sentence further, let everyone understand that money growth
anything like the latter figure will not only rekindle inflation, but will make
interest rates go up, not down. As soon as lenders and borrowers see that kind of
money growth coming, they will start to crank higher inflation estimates into their
calculations. Mr. Ture expects the Fed to monetize the bulk of the deficit, for
example, and talks in terms of a prime rate of 20% by the end of 1975.
If the Fed pursues reasonably moderate money growth, the deficits will still
make interest rates rise, though not so astronomically. The normal operations of
the market would balance the equation through higher interest rates, discouraging
borrowing and encouraging savings and foreign inflows. But with a $35 billion
gap to close, this implies interest rates that still might be high enough to cause
severe problems.
A drop in business Investment below $205 billion implieR a much deeper economic decline than so far predicted. Even the pessimistic predictions of the
Council of Economic Advisers looked for a small increase, not decrease, in private
investment.
Alternatively, the $80 billion in personal savings is based on a savings rate of
7.9% of a disposable income of $1,049 billion. Over the last 25 years, the savings
rate has ranged from 4.9% to 8.2 . To generate an extra $35 billion it would have
to leap to an implausible 11%.
Finally, the interest rates necessary to force savings up and investment down by
such an amount might themselves be high enough to prevent a recovery. The effect
on the housing sector, in particular, is entirely predictable.
ASSUME ECONOMY WILL UNWnD

The long and short of the analysis is that somewhere between a federal deficit
of $50 billion and a federal deficit of $80 billion the string snaps. To maintain the

"accounting identity," you are all but forced to assume the economy will unwind
in one way or another. You can make the same kind of analysis not through
the National Income Accounts as above, but through a different "flow of funds"
methodology. Salomon Brothers did this earlier in the year, coming to this conclusion:
"The consequences of a U.S. budget deficit substantially greater than the
nearly $50 billion estimated by us for calendar 1975 should be clearly recognized.
Such a deficit could be reasonably financed only if the economic contraction this
rear is much greater than we expect. Otherwise the budget deficit would either
ead to a vicious struggle for funds between private borrowers and the government,
or the Federal Reserve would have to supply funds without regard to its longrange responsibilities. In any event, a larger than expected deficit would threaten
economic recovery, despite the best intentions of government, by crowding out
medium to lower rated borrowers, many of whom are already inperil, and mortgage borrowers as well thus aborting recovery in housing activity.'
Lait week Walter W. Heller, a valued member of our Board of Contributors,
cited the Salomon Brothers analysis as reason not to worry about crowding out.
But by now the Salomon Brothers analysts are well aware the deficit for calendar
1975 will be far above $50 bllliU,-,. The St. Louis Fed puts the calendar year deficit
at $62 billion merely on the I is of administration proposals, which included
(on a fiscal year basis), $16 billion in expenditure reductions and a tax cut of only
$16 billion.
But suppose for a minute that Mr. Heller is right about 1975 and that the gap
is filled by a happy combination of events. Suppose money growth is moderate
and the Fed takes up some debt. Falling inflation means lower interest rates and
suppose this effect is powerful enough that non-destructive rates can balance
the supply and demand for funds. There still remain two problems.
eUPWKU ECONOMXO GROWTH

One is simply that private borrowers will still be crowded out that private
investment will decline. In other words, because of the huge deficits, we have a
lower rate of capital formation and thus slower economic growth in future years.
Assuming that the deficits cannot be reduced, this is the smallest price we can
possibly pay.
The final problem is 1976, or whenever recovery does get under way in earnest.
At that point, the investment needs of business and housing will go up, not dow.
If the government is by then still running $70 billion deficits ths wicall for an
even more impossible-looking increase on the savings side of the ledger. At that
point, high deficits will again threaten to abort the recovery. This destruction
of capital formation, excessive monetization of debt and aborting of real growth
is essentially what has already happened in Great Britain.
Yet Congress goes its happy way, adding to expenditures, increasing tax cuts,
charting tax bills that discourage saving instead of encourage it, secure in the
knowledge that there is a recession on, and in that case Dr. Keynes always assured
them that budget deficits are a free lunch. Didn't he?
Our "crowding out" editorial, warning that the impending huge federal deficit
would either crowd out private borrowers or induce the Federal Reserve to balloon
the money supply, apparently was the subject of some discussion along Wall
Street. There is an opposing school of analysis, summarized very aptly in today's
letters columns by IBM economist Larry Chimerine.
The burden of our argument, to refresh the reader's memory, was that it Is
axiomatic that private investment plus government deficits must equal total
saving-comprising personal savings, business savings and inflows of foreign
funds. We argued that, given the huge federal deficit, it was hard to see how the
economy would balance this equation without severe shock. We presented this

illustrative table:

Billion Dollr
Invustmnnt+Deflcit Equals Business Savlnp+Personal Savinp+Foreiv Inflow
1974
208.9 +

5.9 Equals 136.5
214.8 equals 216.8

+

76.7

+

3.1

+

10

6

1975?
+•0

7027511
Equals240
150

+

so
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To take a technical confusion first It's misleading to think of this $35 billion
gap as something to be directly closed by the expansion of monetary aggregatesither the monetary base as In our original editorial or the narrowly defined
money supply picked by a number of other analysts. In expanding the base, the
Fed at the same time directly purchases securities and provides money with which
the banking system could purchase more. Yet an increase In M-l would be dissipated In many uses not reflected in the savings-Investment equation.
In any event the above equation will balance in its own terms regardless of
money growth. W__e only question is which of the numbers will bear the brunt of
the adjustment. Yet the answer to this question depends chiefly on how fast the
Fed expands bank reserves and the money supply.
Faced with a $70 billion deficit, the Fed's key decision is how much of It to buy,
and how much can be financed by the public. If new Treasury bonds are bought
by the public, the effect is to substitute public spending for private spending. If
the bonds are bought by the Fed, It pays for them by crediting bank reserves. For
eve' $1of this high-powered money the Fed creates, M-1 wilt expand by roughly
$2.50.
Between 1965 and 1974, the Treasury's cumulative deficit was roughly $100
billion, and the Fed's portfolio of government bonds grew about $40 billion. In
other words, some 40% of the deficit was "monetized," or bought by the Fed
with high powered money. Bluntly, 40% of the deficit was financed by feeding
money growth, and, to the exten this exceeded real growth, inflation. To give
some Idea of the magnitudes now facing the Fed, and not as a prediction of what
will happen in any one year, say that 40% of this year's $70 billion is monetized.
This translates into Fed purchases of $28 billion, which would expand into a
M-1 growth of $70 billion, or 25%.
ATTRAOT MORE SAVWN8

Now, if the Fed pursues anything like that course, the adjustment in the
savings-Investment equation will come principally on the savings side. Nominal
incomes will be greater, and therefore nominal savings. The market will perceive
the eventual inflationary implications, and nominal interest rates will rise because
of an Increased inflationary premium. This will attract more savings, but have
far less influence on Investment, which responds not to nominal interest rates but
to real ones. At some point, high nominal interest rates may themselves interfere
with recovery.
Alternatively, if the Fed decides that the great bulk of the deficit must be
financed by the public, the adjustment will come on the investment side. This
time real interest rates will rise because of supply and demand for funds. So
private investment will be "crowded out." For any one year, this Isby far the preferable horn of the dilemma, but it does mean slower economic growth in future
years.
BOND MAR=

-0
J

GROWING

We fall to see how the implications of this analysis are changed by arguments
about any one year. Perhaps the numbers in the above table are off, because of
special factors like Inventory adjustments, tax rebates and whatnot. We are far
from sure of that, with the auto assembly lines already starting up, the deficit
Itself growing daily and so on. Since our initial editorial, In fact, the bond markets
have displayed every symptom of crowding out. But let the point pass, if the
critics are right about 1975, it only pushes the problem to a somewhat later date.
Recovery will of course shrink the deficit. The problem would have been eased
some If Congress directed its tax cutting in ways designed to produce maximum
recovery rather than maximum income redistribution but it has not done so.
Nor do we as yet see a single reason to doubt the $100-billion deficit projections for
fiscal 1976. What has Congress so far turned down? And the bulk of the spending
programs will linger on even after recovery.
FRom 1965 to 1974, we observed the effects of a cumulative deficit of $100
billion, 40% monetized. We now face a new era. The deficit will surely be far
above $100 billion in two years, perhaps one. Deficits in the $35 billion range
seem likely to linger even after recovery. Either these deficits will be financed
by monetization, or they will be financed by crowding out the private investment
without which robust economic growth wilbe impossible.
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The only way out of this dilemma Isfor Congress to recognize the simple lesson
that thereis no freelunch. If It persists Inrunning the kind of deficits now on the
table, either it will be unleashing a new round of inflation, or it will force the
economy to start eating its seed corn..

The PRESIDING OFFICER. Who yields time?
Mr. BELLMON. I yield myself 5 minutes.

Mr. President, will the Senator from New York yield for a question?
Mr. BuclEY. I yield.

Mr. BELLMON. I have before me the functional breakdown which the

Senator has submitted for the Record. I note that the estimated
fiscal year 1975 outlays are $313,450,000,000. That is the figure I
believe the President used in his budget submission in February.
However, since that time there has been an increase in the outlays of
the Defense Department of $1 billion. There has been an increase in
the HEW outlays of $1 billion. There is a rebate to social security
recipients of $1.9 billion. The food stamp program is up $600 million.
The veterans' benefits are up $500 million.
OCS LEASES LESS THAN ANTICIPATED

The rescissions referrals that Congress has acted upon have increased the outlays by about $500 million. The receipts from the sale
of Outer Continental Shelf leases are less than anticipated, which is
going to have a net effect of increasing outlays by $2.5billion.

That is a total increase of $8 billion. Does the Senator accept those
changes, and would the figure of $313 billion then become, roughly,
$322 billion?
Mr. BUCKLEY. I certainly accept the figures given to me by the
distinguished Senator from Oklahoma, Mr. President, and I ask that
the figures be modified accordingly.
What this means is that we are talking about not a $50 billion increase but only a $42 billion increase. I suggest that this is a matter
of degree and is not substantively important.
Mr. BELLMON. The Senator from New York, in his minority views,
has recommended that the President's budget outlays be increased,
as I remember, by some 8 percent. So if we use the figure of $322
billion and increase it by 8 percent, as the Senator has recommended,
this, then, puts the outlays up to about $347 billion. We are using
the current level of outlays, increasing them by 8 percent. This raises
the figure to $347 billion.
Mr. BUCKLEY. The Senator from New York is not recommending
an 8-percent increase. He is just suggesting that this shows the range
that we are talking about. There is substantially more spending under
our recommendation than we are spending in the current fiscal year.
Mr. BELLMON. The Senator's recommendation, then, is not for an
8-percent increase?

Mr.

BUCKLEY.

No.

INCREASE IN DEFENSE EXEDIrrUR
Mr. BiLLMON. Also, I note in the supplemental views of the Senator

from New York, in which he is joined by the Senator from Idaho,
that there is a recommendation for an increase in the defense expenditures of $10 billion over the President's recommendation. I notice, in

the functional breakdown, that is actually a $1billion decrease, to $93
billion. *
Mr. BuCKL•Y. That is correct, Mr. President. As I stated in pre-

senting the substitute amendment it involves compromises. I kniow
that I have a greater concern for defense needs than do many of our
colleagues, so I was trying to come up with recommendations-and
they, of course, are reflected in my own functional breakdown-that
I believe could have a broad acceptance in this body.

Mr. BULLMON. I call the attention of the Senator to the language

in the supplemental views on page' 148.
Mr. BucKLEzY. Mr. President, will the Senator yield?
Mr. BELLMON. Yes.

Mr. BUCKLEY. Attention was called to the fact that I did not recom-

mend in the Ampplemental views that $10 billion increase. I was merely
citing a Democratic group that had made that recommendation. My
recommendation was a 10-percent increase in research and development, which, of course, comes to a substantially lower figure. I was
quoting the Coalition for a Democratic Majority, which, in a recent
report, advocated an increase in defense expenditures of $10 billion.
Mr. BELLMON. Does the Senator support that recommendation for
a $10 billion increase?
Mr. BUCKLEY. Mr. President, I have not examined that report in
sufficient detail to see whether or not I would accept this recommendation. I do believe that we live in a far more dangerous world today
than we did, say, a month ago, and that we will probably have to be
moving into higher defense expenditures rather than lower.
INCREASE NEEDED IN R. & D.

I also certainly believe, based on the testimony by, I think, almost
every witness, even those advocating dramatic reductions in expenditures, that we need an increase in research and development.
The PRESIDING OFFICER. The 5 minutes of the Senator from Oklahoma have expired.
Mr. BELLMON. I yield myself 5 more minutes.
I point out that the budget breakdown submitted by the Senator
from New York suggests a $1billion decrease in defense expenditures.
It is a billion dollars less than the amount that the President has
recommended.
FAR LOWER RATE OF INFLA1ON

Mr. BUCKLEY. There is a factor that I call to the attention of the

Senator from Oklahoma. That is the fact that the President's budgetary request contemplated an inflationary 14 percent. As I remarked a
little earlier, we are having a far lower rate of inflation than was
anticipated when these budgetary requests were made. Although the
overall assumption was 6 percent, military spending tends to be
higher in its rate of increase than the others. So I believe we could
achieve a billion-dollar reduction just by having our assumptions
reflect more realistically what inflation will do to military procurements.
If the Senator will pardon me, I might say, of course, that neither
I nor anyone else have the function-in fact, it is not the function of
the Committee on the Budget--to go into a line-by-line examination

A-43

•

of the budget, but, rather, to rough out large areas and to rely upon
the authorizing committees to determine where, exactly, savings ought
to be made.
Mr. BELLMON. The Senator is correct. At the same time, in order
to get to a bottom-line figure as to how much Federal spending will be,
we do need to know what is contemplated within the various categories.
I also ask an additional question: On page 148 of the supplemental
views, the Senator from New York says this:
* * * and it cuts where we feel the Nation can absorb cuts without undue

dislocations: in foreign aid.

The cut in foreign aid in the functional breakdown that has just
been submitted is $0.9 billion. So that would be a saving of roughly $1
billion.
"In subsidies to businesses"-what is the amount of saving in
subsidies to business that is contemplated?
HOPE VETO WILL BE SUSTAINED

Mr. BUCKLzY. We have Mr. President substantial subsidies for
agriculture, just approved by Congress, which I hope the President
will veto; and I hope the veto will be sustained. Certain export subsidies, too, I believe, could be done away with.
Mr. BELLMON. What are the total amounts that have been reduced
in subsidies to business?
categories. As I
Mr. BUCKLEY. Mr. President, we are dealing
say, we have in the agriculture bill alone more than enough to make
the adjustment we recommend.
Mr. BELL•ON. The total in the agcultural bill, as I remember,
for subsidies is about $1.2 billion. This is all eliminated, which is
very unlikely.
Mr. BUCKLEY. Mr. President, we are talking about less than a half
billion dollars here.
Mr. BELLMON. I did not hear the Senator.
Mr. BUCKLEY. We are talking about a reduction of less than a half
billion dollpxs.
Mr. BEILLMON. Then it would be a reduction of about a billion
dollars in foreign aid and a half billion dollars in subsidies to business.
I believe that if the Senator will check, he will find that the committee
already anticipates placing a 5-percent cap on automatic pay increases
to Government employees. So the total savings the Senator is recommending here is $1.5 billion. That is hardly adequate to accommodate
the very large reduction in outlays that the Senator is suggesting.
CANNOT HAVE COST OF GOVERNMENT INCREASING

Mr. BUCKLEY. Mr. President, I thought that I had made it clear
that we are not, except in a few categories here, recommending

reductions in outlays but a reduction in the extraordinary rate at
which outlays are growing. It seems to me self-evident that we cannot

continue indefinitely having the cost of Government increase at two
three, or four times the rate of increase of the economy of the United

States. A few years ago,* the average American wage earner was able

to keep $8 out of every $10 earned. Today he is able to keep $6 out

2"4
of every $10 earned. At the rate we are going, with the kind of budgets
the committee recommends, before the decade is over, we shal[ be
working more than half the time for the Federal Government and other
governments.

The PRESIDING OFFICER. The additional time of the Senator from
Oklahoma has expired.
Mr. BELLMON. I yeld myself an additional 5 minutes.
Mr. MusxxI. Mr. President, I wish to make a few observations on
the amendment of the distinguished Senator from New York, if I
may. I wish to make the point at the outset that, ur.til a few moments
ago, there was very little evidence as to precisely where the distinguished Senator proposed to make his cuts in outlay with respect to
the 16 functional categories of the Federal budget. The only clue we
had, until we received a one-page chart-which, presumably is the
Senator's proposal-is language in the additional views of the Senator
in the committee report on page 148, where he said this:.
We recommend a budget with a maximum spending level of $340 billion, a

figure which represents an 8.5 percent increase over the current fiscal year.
UPDATED FIOtTEES GIVEN

Actually given the updated figures on the current fiscal year, the

figure which the Senator has attributed to current spending is now at
an annual rate of $322 billion. The $340 billion figure is only a 5.5
percent increase, and not an 8.5 percent increase.
The Senator goes on, in his individual views in the report:
It is not a stingy budget. We dare say it represents an increase in real spending
which will be denied most Americans. but it is not a reckless budget, and it cuts
where we feel the Nation can absorb the cuts without undue dislocations: in
foreign aid, subsidies to businesses, and placing a 5-percent cap on automatic pay
increases to Government employees. It does not deny us a reasonable national
security budget as some would do, and it provides for the full cost of living increase
promised to social security recipients.

I would just like to add those two or three numbers together. If I

am not in error, I think the Senator's mathematics are off.
We begin with the $322 billion in current spending which the
Senator used as his basis. Interest paid by the Federal Government

adds $4 billion more this year, which takes it to $326 billion. Increases

in the income security function totaled $16.3 billion. That takes us to
$340.3 billion. The President's proposed budget adds $8.8 billion above
the current level of spending for defense. That makes the total $348.8
billion.
If my figures are correct, the Senator cannot get down to his $340
billion without cutting Federal obligations to pay interest, which is
impossible, or cutting defense and social security, which the Senator
says is not his intent.
CEILING ALMOST IMPOSSIBLE

TO ACHIEVE

Of course, I leave it to the Senator to respond to that in due course.

But without knowing what his proposed functional cuts might be,
those conclusions seem to be rather irresistible. As a matter of fact,
Mr. President, a $340 billion spending ceiling is almost impossible to
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achieve, if one is concerned at all with what happens to programs. Cuts
like the following would appear to be required, at the very least:
Ending economic assistance programs designed to foster peace m
the Middle East.
Terminating the space shuttle.
No new starts in energy.
Cuts in environmental and conservation programs.
Deep cuts in agricultural research.
No funds for loans.
Cutting community and regional development programs beyond current levels.
No increases in social services to cover inflation.
Greater burdens on State and local governments.
Increasing medicare and medicaid costs to recipients.
No inflation adjustment for veterans.
I am not suggesting that these are all the programs which the
Senator would target on, but in trying to estimate in advance where
the Senator could find $25 billion in cuts, in examining the issues that
were discussed in the Budget Committee markups, it seemed to me
that in talking about cuts of that magnitude, one must have those
effects on some of these programs, if not all of them, and I think that
we ought to have the benefit of that analysis.
EXAMINE FUNCTIONAL CATEGORIES

Let me make another point with all respect to the Senator: in the
Budget Committee, no one, at the outset of the markup, offered an
outlay ceiling or a deficit figure. That was the last decision that the
committee made. We began by going through these 16 functional
categories, examining each of them, entertaining motions to increase
or decrease the amounts to be spent under each, voting on them up or
down, and then moving on to the next. In some cases the more conservative members prevailed; in some cases the less conservative
members prevailed. But when we were through, we added up the total,
and it came to $365 billion. I do not recall the Senator from New York,
or any Senator in the markup sessions offering a program of $25
billion in cuts distributed through the 16 functional areas for the
purpose of achieving the kind of cuts which the Senator is suggesting
to the Senate today.
It is all well and good to say, "Well, somewhere we will find it," but
I think the Senator will agree that we in the Budget Committee felt
that our responsibility required that we be more precise in dealing
with the expenditures of Government than utilizing across-the-board
cuts.
IMPOSE DAMAGE TO PROGRAMS

It seems to me that if I had thought in advance that Government
spending should be no more than $340 billion, I would Five regarded
it as my responsibility to put together 16 functional categories, with
the numbers indicating were the cuts would come and what programs would be terminated. To do otherwise, I think, is to impose the
possibility of unconscionable damage to programs or people dependent
upon programs.

g•

I suggested earlier that using the Senator's own figures-beg•ining
with $322 billion and just adding defense, interest, and income
security-requires a cut in those programs, in those functions, of
something like $7 or $8 billion, notwithstanding the Senator's very
clear expression of intention not to cut those areas. That may be an
inadvertent result of the Senator's amendment. He apparently had
not focused on the $322 billion figure before today, but was using a
$313 billion figure as the level of current spending in the Federal
Government.
This illustrates my point that just throwing an arbitrary number
like $340 billion into a budget of this kind can do unintended damage
to people who ought to be protected rather than hurt.
CUT FEDERAL SPENDING

Now let me turn to another implication of the Senator's amendment.
The Senator will recall, I think, that I asked several witnesses with
respect to the President's original deficit of $52 billion:
The President obviously does not like to present this kind of a deficit. Why do
we have to have it? Why do we not eliminate it? I hear administration witnesses
saying it is a horrible figure. If it is so horrible, then it cannot possibly be sound
economic policy. Why do we not cut Federal spending to eliminate it or raise
Federal taxes to pay for it?
I asked that question over and over again. On one particular
morning we had two witnesses who gave us the classic answer that
was never challenged by other witnesses, to the best of my recollection,
in the budget hearings. We had as witnesses that morning Mr. Joseph

Pechman, who is director of economics at the Brookings Institution,
and Mr. Charls Walker, who was Deputy Assistant Secretary of the
Treasury in the Nixon administration.

One is regarded as a liberal economist; the other is regarded as a
conservative.
When I put that question to Mr. Pechman he said:
If we were to. cut $52 billion from Federal spending, the result would be a
further decline in gross national product, a further shrinkage in Federal revenues
of up to $25 billion, so after you were cutting $52 billion there would be another
$25 billion to go, and an unemployment rate in excess of 10 percent.
That was Mr. Pechman's answer.
I asked Mr. Walker if he agreed, and he said yes. He said:
A deficit of this magnitude is unavoidable.
I asked Secretary of Treasury Simon whether he agreed with this
judgment. He said:
Of course I do. This kind of a deficit is unavoidable when you are trying to
stimulate the economy.
JUDGMENT OF ECONOMISTS

So this is not just the judgment of a majority of the Budget Committee. This is the judgment of these estimable economists from
liberal to conservative that was offered to us in our hearing.
Now, what the Senator proposes is to reduce the deficit to $34.7
billion, with a spending ceiling set at $340 billion and revenues at
$305.3 billion. The Senator has suggested that the revenue target can
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be achieved by foregoing the extension of the recently legislated tax
reductions into the second half of fiscal year 1976, and by imposing
an energy conservation tax of $7.5 billion to be put into effect on
July 1, 1975.
n my judgment, this cannot be accomplished because reducing
outlays by $25 billion and increasing taxes will increase automatic
spending for unemployment compensation, for food stamps, and for
other costs related to rising unemployment, and would decrease
revenues, as a result, by at least another $12 billion, thus requiring a
further tax increase of about $15 billion.
PROBABL•E

•EET ON ECONOMY

Now the probable effect of this policy on the economy is as follows:
The swing in the budget implied by those policy changes would represent a deflationary impact of about $52 biion $25 billion in spending,
and $27 billion in taxes. This would lower GRP within the fiscal year
by at least $100 billion below the committee's forecast and would raise
unemployment to 11 or 12 percent of the labor force.
That is not my judgment as an economistV-I am not an economistrbut it is a judgment based upon the testimony which this committee
received.
I am interested in some of the charts which the Senator has mounted
at the rear of the Senate Chamber. I am looking at the one entitled
"U.S. Government Borrowing as a Percent of Total Funds Raised."
I must say that the Senator acts as if the number of houses sold, for
example depends only on the money that the banks have to lend. But
my builder friends tell me that you need customers as well.
Over 2 million family heads are unemployed. These families are not
in the market for new homes. More importantly, our report calls for
fiscal and monetary policies that will support expansion and increased
employment.
LSl
PENDING, MORE TAXES
The Buckley-McClure amendment, in contrast, calls for tighter
money,
less spending, and more taxes. Their policy means less employment and less housing. This always means less investment and
lower economic growth.
I rely on the recent data. In years of tight money but high employment investment goes forward. During recessions, investments fall.
This year investments and interest rates are both. falling, and I think
those data run counter to the conclusion which the Senator would have
us draw from his fifth chart.
With respect to the chart next to that, which undertakes tolet
draw
me
upon our experience in the thirties and our experience postwar,
point out that the Senator ignores the years in between during which
unemployment in this country dropped from 17'percent to 2 percent.
The Senator will point out that that was war spending. Well, the
dollars did not know whether they were being spent for war or for
other things. No one would advocate a war to drive us to the economic policies that will cure this recession, but the fact is, it was the
expenditure of Government money in those years, for a purpose that
I hope will not be repeated, that brought the unemployment rate
down from 17 percent to 2 percent.
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BUDGET PROPOSALS
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What we are proposing in this budget is that those kinds of Government expenditures shall be used for constructive, socially useful
purposes, and that the results economicall can be similar to what
they were in that period which the Senatorieft off his chart.
Then, there is that interesting chart to the left on real spendable
earnings or take-home pay. Now, real take-home pay increased between 1958 and 1965 by 14.4 percent as unemployment fell from 6.8
percent to 4.5 percent, and Government spending rose from $82.6
billion to $118.4 billion.
Last year's 5-percent reduction in real spendable earnings came
while fiscal policy was restrictive, while interest rates were rising, and
while national production was falling.
The Senator s evidence, I suggest, indicates conclusions contrary
to those which he would ask the Senate to accept.
Mr. President, I yield the floor.
Mr. BUCKLEY. Mr. President, I would like to take up one or two
little items.
No. 1, the continuation of the tax cuts into the next fiscal year
would not involve $24 billion but $4.4 billion.
No. 2, when administration witnesses talked about the impossibility of reducing the debt below $52 billion or, later, $60 billion,
whatever the figure is, they were talking about uncontrollubles. The
obligation of a President is to project the expenses of the Federal
Government on the basis of the laws then in effect. It would seem to
me that one of the challenges to which the Budget Committee is
supposed to address itself is bringing uncontrollable expenditures
back within control, Now this is something we must get on top of
because we cannot plan intelligently as long as three-quarters of the
budget remains beyond our control.
COMPROMISE PROPOSALS

Now, I described our proposal as a compromise. I believe that it
does represent targets, target levels of spending that can be accommodated within the time we have without the devastation suggested
by the distinguished Senator from Maine.
He was correct, incidentally, in saying that our proposal would
affect one of the uncontrollables; namely, debt service. Of course it
would, because it would clearly not be inflationary. It would thereby
reduce interest rates in the longer term; and because the Federal
Government would not be competing to the tune of $40 billion with
the private sector, there would be less competition to force up interest
rates.
Therefore, I think that, whereas we reflect a $2 billion decrease, the
actual figure would be substantially lower.
The distinguished Senator from Maine says that, if we reduce
Government spending by $25 billion, we are not really reducing by
$25 billion. Rather, we are failing to raise it by $50 billion.
There is a distinction there and it is not semantics.
Second, we are talking about a fiscal year in which we have already
begun to turn the comer in the productive sector of our economy.

2(0

BORROW WITHOUT INHIBITING IN.V.STENT
So, although we can dip into the-apital markets today and borrow
large sums of money without inhibiting investment, without affecting
short-term interest rates too much, that is not true of what we will
be expecting and anticipating next year.
At that point, if we are going to have recovery-and I am talking
about a sustained recovery, not the kind that comes from hiring people
to count dogs in a dog pound; I am talking about jobs in the productive
private sector-the $25 billion that the distinguished Senator from
Maine is talking about, money that would otherwise be spent in the
private sector, is not going to cause a tremendous void.
As a matter of fact, if that $25 billion'all went into housing, we
would be solving our housing problems overnight.
STRENGTH IN BORROWING

The fact is, the strength of our economy is in the private sector. It
comes when people can afford to borrow in order to build houses, in
order to buy cars, to buy major appliances, or when a small businessman who wants to expand his capacity or modernize his plant is able
to go out into the money market and borrow the funds with whlch to
do so.
Increasingly, we are crowding the private investment factor out of
our economy with the results that today we have a scandalously low
rate of reinvestment in this country. We are near the bottom of the
pile of industrial nations in carrying forward the vital work of expanding
our productive base in order to maintain a growing standard
of The-Senator
living...
from Maine complains that, in the charts we have
presented, I have failed to reflect the war years.
Well, I have never heard it stated that one can analyze a wartime
economic situation, in which much of the able manpower has been
conscripted for military service, with the same sort of diagram that
makes sense in terms o peacetime.
I am suggesting that, in these two periods of peace and war, the
trends of employment and Government spending have been in
directions in which they should not have moved.
SUFFERED DEFICITS OVER LAST 5 YE•AS

I also remind the Senator from Maine, Mr. President, that over the

past 5 years we have suffered deficits of $150 billion. And what has
happened? We have had inflation, we have had high interest rates,
we have had high unemployment.
It is not proposed that in order to stay on top of inflation, in order
to bring down interest rates, in order to decrease unemployment,
we spend still more money and incur still larger deficits, thereby
placing still greater pressures on the money markets in competition
with the private sector.
As I said at the outset, Mr. President, what is important about
this debate is, I think, not the final figures we come up with. We in
the Budget Committee are all conscious that, because of startup
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staffing, the minority side did not really get its staff underway until
well into the session, because we do not have the facilities of the
Congressional Budget Office available to us.
This is a dry run. It is a dry run, but it is an important dry run,
not so much because of the fiures we use but because we can reexamine and debate an alternative understanding of how our economy
works, how it best functions, how we can maintain the extraordinary
productive capacity that has given us such a high standard of living.
OPPORTUNITY TO RESTORE STABILITY

Most importantly, we have the opportunity to discuss how we
can restore stability to a system that has grown more and more
erratic in recent years.
I suggest that it is precisely the kind of budget we are talking
about now that has caused the erratic movement from inflation to
recession. I predict, if this budget is adopted, we will see in 1977 a
return to the kind of interest rates that crucify precisely the people
for whom the Senator from Maine is concerned. We crucify the
prudent, we crucify the American middle class, we crucify the people
Who have retired, who can no longer go back into the labor market
and restore the depleted value of their savings.
PLOWING NEW GROUND

I believe, Mr. President, that this argument is an extraordinarily
important one. I only wish there were more of our colleagues here
to participate in it because we are plowing new ground with this
budgetary process, I believe. For the first tine in my 4 years here,
we have had a chance to debate the crucial issues now under discussion; and I value the opportunity to do so with my friend from Maine.
Mr. MusyIE. How much time does the Senator from New York
want?'
Mr. JAViTS. Just 10 minutes.

Mr. MUsK•IE. I yield 10 minutes to the Senator from New York.

Mr. JAvITS. Mr. President, I am a member of the Joint Economic

Committee, and we went very deeply into the question of the so-called
crowding-out theory, which is one of the bases for this amendment
which I oppose. I would like to confine myself for the moment to that
particular question.
JOINT ECONOMIC COMMITTEE HEARING

On April 24, the Joint Economic Committee held a hearing on the
subject of financing of the Federal deficit, and I believe that hearing
is very instructive to those who think that private borrowers are going
to be crowded out of our capital markets. Three witnesses testified
before our hearing. One, Dr. Andrew Brimmer, is a recent member of
the Board of Governors of the Federal Reserve. Another, Dr. James
Tobin, is a distinguished professor of economics at Yale University
and a former member of the President's Council of Economic Advisers.
The third,.Dr. Frank L. ModigiPnni is an internationally renowned
economist and a professor at the Massachusetts Institute of Technology-chairman of MIT economics department.
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Senator Humphrey has caused to be distributed to every Member,
excerpts from that testimony.
CROWDINO-OUT OVERRATED

To a man, these witnesses stated or implied that the crowding-out
theory is vastly overrated. For example, Dr. Brimmer pointed out
that this theory "overlooks the fact that several of the strong demands

for funds recorded last year"-to wit, 1974-"will moderate sigmifi-

cantly during 1975."
Being a lawyer, I might sum up the argument immediately, as
follows:
One, they said no crowding out in view of the fact that American
industry is operating at 70 percent of capacity and, therefore,
capital demands are reduced.
Two, they assume, and I feel they have a right to assume, that
an increase in the money supply commensurate with the situation
which we face would be made by the Federal Reserve Board,
and there is every indication that that is not a vain assumption.
Now, Dr. Brimmer said:
The theory of crowding out overlooks the fact that several of the strong demands
for funds recorded last year will moderate significantly during 1975.
Dr. Brimmer analyzed the likely demand for funds among corporations estimating a drop of $27 billion in net business claims on the
capital market from the 1973 level. Household borrowings and the
borrowings of Federal credit agencies are two other areas where there
is expected to be a substantial fall-off in the rate of increased demand
for borrowed funds. These fall-offs taken all together, in the opinion
of these aspects; are likely to outweigh those sectors, such as residential mortgages, where the rate of increase in demand is expected
to climb. Dr. Brimmer went on in his testimony to examine the
sources of funds, which Senator Buckley referred to a little while
ago, and concluded that:
One should expect the demand for money and capital market accommodation
by borrowers other than the Federal Government to place little or no strain on
the ability of these markets to perform.
PURSUE ACCOMODAT•I

MONETARY POLIOY

Dr. Brimmer and the other witnesses, however, placed one important
caveat on their conclusions: that the Federal Reserve must pursue
an accommodative monetary policy. Their detailed examinations
convinced me that such an accommodative policy, although inadvisable in the long run is not only preferred but also essential in the short
run. They have also convinced me that with our manufacturing
plant operating at 70 percent of capacity and with- considerable
price slack in the wholesale market at the present time, such an
accommodative monetary policy runs absolutely no risk of reigniting
the fires of inflation.
OPPOSITION TO CUT LBACK

p

Not only did the witnesses in question oppose any cutbacks in
spending on economic recovery efforts; they specifically endorsed
efforts to inject more Federal moneys into economic recovery with
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the oni caveat that such funds be pinpointed toward direct employment efort such as public sector job.

These economists and academicians by no means stand alone.
Mr. President, because I think it is so illuminating as we are always thinking of bankers as being so hardheaded, I would like to
refer to the Morgan Guaranty survey for February 1975, Morgan
Guaranty being one of our largest banks. I would like to read fom
that survey.
I ask unanimous consent that the entire document be printed with
my remarks.
There being no objection, the document was ordered to be printed
in the RECORD, as follows:

[From the Morgan Guaranty Survey, February 19751

CAN nm GOVaNMuwNT FIANCE Thosz BIG Dzncrn?
The economy's downward slide is continuing with no early end in sight. January's slump in industrial production was the steepest in 37 years. Unemployment,
already the highest since 1941, Is headed higher. And consumers, despite the enticement of rebates'in auto and other lines, are hardly battering down the doors
to get at the merchandise.
With alacrity, the White House and Congress now are moving to stem what
clearly Is the nation's worst post-war recession. The House Ways and Means
Committee's tax-relief measure is indeed larger than the President had requested,
and no one would be greatly surprised If the Senate sweetened it still more.
IGNORE wzro HOUSE RQUES•
At the same time, Congress gives every sign of turning down most-If not allof the President's program to tax oil and gas consumers $30 billion. Additionally,
Congress apparently Is going to ignore White House requests for~a curb on certain spending programs. President Ford has advocated either rescinding or deferring $17 A&on in spending thatwould 0thetwis take place in fiscal 1976.
Most of such savings are not possible without Congression approval. Some of
the cuts, particularly those made possible by a 5%limit on Social Security increases for a year, probably will fail to generate Congressional support. The White
House plan to increase the cost of food stamps was rejected by Congress. On the
other hand, the 17% increase in budget authority requested for the Department
of Defense for fiscal 1976 probably will be pared' the 10% increase in ontlavw for
national defense forecast by the budget may thus be on the high side.
Despite the Administration's resolve to limit fiscal-197A
spending and its
advocacy of a slowdown in the growth of 'government outlays thereafter, the
budget figures presented lo Congress earlier this month Indicate that the Administration Isfar from averse to a significant near-term Increase in spending. That
disposition is clearly evident in official estimates of expenditures (on a national
income accounts basis) for the first half of 1975--up 170/ at an annual rate over
the last half of 1974. And it was underscored by President Ford's post-budget
announcement that the federal government is now prepared to free up some $2
billion in highway construction funds from the impoundment list.
WIDE MARGIN OF ENR

With so many fiscal matters in flux, it is obvious that the Administration's
budget estimates for the current fiscal year and for the year beginning July 1estimates that In any year are subject to a wide margin of error--are especially
vulnerable. Whatever the size of the tax-and-spending program Congress and the
President settle on, however, huge deficits are a certainty. Borrowing needs of the
government clearly can be expected to exceed post-World-War-II records for an
eighteen-month period.
Such huge prospective deficits have raised a chorus of alarms from observers
both in and out of government that the money and capital markets cannot handle

"

such huge flows$w•Aiout serious disruption. According to this line A thinking, Interwt rates wil rise, and private borrowers, especially those wLh lesser crditt
ratings, will be crowded offthe credit queue. On a !Arg* sale, It is saLd, the borrowing requirements of the federal government and the resulting higher Interest
rates will detour money from thrift institutions, prevent a rebound in housing&and
abort a recovery.
While it is understandable that concern should exist in the face of deficits of the
else in prospect, the seriousness of the problem has almost certinly been exaggerated. Indeed, an examination of the potential sources and uses uf funds in 1975
indicates that government finanoing-under certain seemingly reasonable assumptions--can be accommodated without major disruptions of money and capital
.markets.
This Is particularly so because many traditional borrowers seem likely
to be cutting back on their borrowing in response to a slumping economy.
BmA DoEDowIwN

OUT BACK

Nonfinancial corporations, for example, are expected to cut back sharply on their
bank borrowing from $27.6 billion In 1974 to less than $15 billion this year. This
reflects a reduced need by businesses to finance Inventories and an effort to restructure balance sheets and improve liquidity positions by extending the maturity
of their liabilities. Thus, they will be tapping the long-term bond markets more
heavily and paying down bank loans. This process is already under way: In the
first five weeks of the year, business loans at large commercial banks have dropped
more than $5 billion while the corporate bond calendar has been huge. The reduced demand for bank loans will encourage commercial bank purchases of government securities, while the bond calendar will be placed with typical buyers of
corporate bonds (such as life insurance companies, pension funds, and state and
local retirement funds) who traditionally show little or no interest in Treasury
Issues.
WHERE THE MONEY MIGHT COME FROM
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Consumers, cutting back on purchases of big-ticket durable goods and autos,
will be borrowing much less than the $9.6 billion by which consumer credit
increased In 1974 (which was itself far below the record $22.9-billion increase
in 1973). This Is a typical recession response. People are concerned about the
state of their personal finances and want to get monthly payments down in fear
of rising unemployment and lower personal income.
Meanwhile, renewed strength in savings flows, expected to continue for the rest
of the year, should cut the borrowing of federal credit agencies to about $12
billion, more than 40% below 1974's volume. Finally, the use of funds by the
mor
e market
and state and local governments probably will be no larger
than It was
in 1974.
DOUDL*-BAIWELZD

STIMULS

Such a pattern of credit demands would free a sizable portion of commercial
bank credit for investment in Treasury debt as the Federal Reserve continues in
1975 to push monetary ease. As with fiscal policy, expansionary monetary policy,
with lower interest rates is a traditional, and appropriate, antirecession reaction: in
the past when economic activity turned down, fiscal and monetary policy both
turned stimulative. Thus, enlarged federal budget deficits have generally been associated with failing-not rising-interest rates.
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Federal RA~erve Chairman Arthur F. Burns has' indicated that monetary

policy in 1975 would'provid6'for moderate growth in the money supply to accommodate the Treasury's' borrowing requirements without soaring -interest
rates. Acquisition by the Federal Reserve of something like $9billion or Treasury
securities In 1975 for its open-market account would he consistent with moderate

monetary expansion. If this analysis is correct, the private capital markets would
have to absorb about $41 billion of TreAsury borrowing (box on page 2).

This would be a record peacetime amount but Would not be unmanageable if

slackened private credit demands materialize as is Widely expected.: Against Lhat
backdrop, commercial banks might take $30 billion of federal debt, which would
be consistent with moderate bank credit expansion of shout 10%. Corporations
*and

nonbank financial institUtions are also eipected to step up their investment

in government securities in their efforts to rebuild liquidity. Foreign i,,vestor-,
largely central banks and monetary authorities, are a.ssnieri to acquire, on Indunre, a modest volume of Treai.ury debt although that fi,•nire is .dm,,.t imnl,,,..itt.'
to project. A- con he se•n froin the box on pagie 2, •sch foreign huying Ims rnmed
from as high as $241 billion in 1971 to practically zero in 1973. With r3t,-" ,of r•,tiril
sharply reduced, individual and rnisecllrtwoeus investor, are exprectcd to be nut:
sellers of government securities.
THINGS (1bVIOURIY

UNCEHITAIN

Even If the Treasury's money needs turn out to be $10 billion or so larger than
the $50 billion asumed in this analysis, the impact on credit markets would not
be significantly different. How things will ultimately work out is obviously
uncertain. But it seems reasonable at this early juncture that the Interplay of
steep declines in economic activity and easing monetary policy affords latitude
for an orderly matching of the supply and demand for credit during 1975. As
this process unfolds, the near hysterical whoops in some quarters of an impending
financial crunch should subside.

Mr. JAvTs. At page 2 is the following statement:
While it is understandable that concern should exist in the face of deficits of the
size in prospect, the seriousness of the problem has almost certainly been exaggerated. Indeed, an examination of the potential sources and uses of funds in 1975
Indicates that government financingt-under certain seemingly reasonable
assumptions-can be accommodated without major disruptions of money and
capitalmarkets.

That is from one of our largest and most conservative banks. I

vow
%4ft

think that is entitled to a considerable amount of weight in this
debate.
I would also like to refer my colleagues to a recent speech by the
Treasury Department's own flow of funds expert, Dr. Sally S. Ronk,
in which she anticipates that because of the decline in short-term
credit demands this year, Treasury financing efforts can be absorbed
with little difficulty. Dr. Ronk's analysis and that of the Morgan
Guaranty generally compliment that of Dr. Brimmer, who made a
sector-by-sector analysis.
I think it might be a good idea, I say to the manager of the bill,
to print his testimony in the Record.

Mr. President, I also ask unanimous consent to insert the whole
speech of Dr. Ronk made before the Washington Chapter of the
National Association of Business Economists.
There being no objection, the statement was ordered to be printed
in the Record, as follows:
FLOws OF FUNDS IN RECESSION AND RECOVERY

(Remarks by Sally S. Ronk)
The big question on many minds, ever since the Budget and the Economic
Report were unveiled three weeks ago, is how the prospective deficits are going to
be financed without either (1) driving up interest rates or (2) -teviving inflation.

I have addressed myself to that question by preparing a flow of funds forecast
based on the economic outlook projected in the Economic Report and on the
Treasury and Federal agency financing contained in the Budget. The attached
tables showing my flow of funds projections are on a fiscal year basis. This serves
to pinpoint the magnitude of the problem over the coming period when the brunt
of the recession-induced deficits will be felt.
TREASURY DEMANDS

SKYROCKETING

The first observation one may make concerning the projections in the tables is
that in the current fiscal year-fiscal 1975-private demands for funds are falling
off sharply. Thus, even though Treasury demands are skyrocketing, totdl demands
for funds are declining by an estimated 15 percent. The biggest reduction Is, of
course, in business loans from the commercial banhi; business loan demands
slackened noticeably last fall and have sloughed off week by week so far this year.
If the inventory liquidation in sight materializes, it may be anticipated that business loan demands will be dampened even further in the period ahead. Other
types of business borrowings except those from the U.S. Government, are also
dropping back noticeably. At the same time consumer credit is still being
liquidated. According to my projections, total short-term credit demands will
decline from $94.4 billion in fiscal 1974 to $35.2 billion-in fiscal 1975.
Total government demands for credit are projected as rising from $40.2 billion
in fiscal 1974 to $77.4 billion in fiscal 1975. This rise would be even greater if it
were not for the fact that Federal agency borrowings, which include GNMA passthroughs as well as Budget and sponsored agency issues, will probably be substantially smaller in fiscal 1975 than in fiscal 1974, as the Federal Home Loan
banks retire debt during the current half year period. In all, during fiscal 1975 the
increase in demands by government will fall short of the reduction in short-term
demands by some $22 billion.
MORTGAGE MARKET REVIVAL

-'
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On top of that, long-term credit demands, in total, are estimated at some $12
billion lesw in fiscal 1975 than in fiscal 1974. True, corporate bond borrowings are
surging, but mortgages-which still make up the larger part of demand in the
long-term credit markets-have been registering smaller and smaller increases for
the past two years. The mortgage market is now probably bottoming out at an
annual rate of increase in mortgages outstanding of about $42ý2 billion, compared
to the peak rate of increase of over $80 billion in the second quarter of 1973. However, any revival in the mortgage market Is likely to proceed slowly, since the
savings institutions are expected to utilize a large portion of their renewed savings
inflow.q to pay off debt and rebuild liquidity.
Similarly, the disarray in the stock market has brought the net new issuance of
stocks virtually to a halt- over the past half year, July-December 1974, net new
issues amounted to only $1.2 billion, compared with peak annual rates of $13-14
billion three years ago. A much longer period of gain in the stock market than we
hav- witnessed recently will probably be required before there is much strength
in tne new equity issues market.
This slackening in demands from the private sector during the 1975 fiscal year is
currently being accompanied by improving savings inflows and a more expansive
credit policy. The rate of expansion of bank credit was exceptionally low during
the July-December 1974 period, and, even after the substantial step-up anticipated for the rate during the current half year, the rate for the entire fiscal year
1975 is estimated at a relatively low 7.5 percent compared with the 17 percent
and 14 percent rates of the two previous fiscal years.
FUNDS DEMAND STILL LOW

In sum, on the supply side of the equation, the major suppliers, i.e., savings
institutions and commercial banks, have the funds available to absorb the amount
of credit insttum'ents demanded. Over the current half year, with demands for
funds--except from the Treasury--still on the low side, the funds are available to
finance the huge demands from the Treasury.
But one may ask, is not the current period one representing the depths of a recession? What about the situation in fiscal 1976 when private credit demands
revive and Treasury borrowings are still mounting?

2M6
The economic assumptions in the Budget and Economic Report do not suggest
a strong rebound in real growth, while at the same time, the rate of price increases
is expected to be slackening (after the boost given prices by the oil import levy in
calendar 1975). However, because of the depressed level of activity in calendar
1975, the growth of current dollar GNP in calendar 1976 is estimated at 12.6
percent. This represents the dimensions of the extra activity that will need to be
financed in the credit markets.
For fiscal 1976, Treasury borrowings, which includes borrowings to finance the
lending activities of the Federal Financing Bank, are estimated at $63.7 billion in
the Budget, while Federal agency financing will subside further to $14.7 billion.
Even under the assumption that state and local government borrowings will
1974 to fiscal 1976, borrowings by government at all
virtually level off frcm &Wcal
levels in fiscal 1976 will reach a whopping total of $95.4 billion, up $18 billion
from fiscal 1975's unprecedented total of $77.4 billion.
At the same time, mortgage and short-term credit demands-the laggards
currently-will undoubtedly pick up. The question is how strongly? For the
mortgage market, I am in the camp that believes that the large overhang of housing inventory will inhibit the spurt in housing starts that usually follows the resumption of savings inflows to, and shoring up of liquidity positions of, the thrift
institutions. Consequently, my projection for starts calls for only about a 1.3-1.4
million annual rate in calendar 1975 and an average of 1.6-1.7 million during the
first half of calendar 1976. This would bring the net new volume of mortgages
issued only part way back to the fiscal 1974 total, which itself was considerably
below the fiscal 1973 total.
STOCK ISsuES sHOUW

INOC
UP

Concurrently, In fiscal 1976, corporate bond offerings will probably begin to
diminish, although the level will probably remain historically high. Even though
their external requirements for funds for plants and equipment and Inventories
still remain relatively low, corporations will probably maintain a relatively high
level of long-term borrowings in order to continue to increase their net working
capital and liquidity positions. However, net new stock issues, which are currently
almost nonexistent should begin to pick up. In all, long-term borrowings are projected as rising by nearly $12 billion, or 15 percent, in fiscal 1976.
The volume of short-term credit issued in fiscal 1976 should show an even
stronger revival than long-term funds, if only because the fiscal 1975 level is so
weakened. While business borrowings from the banks will probably strengthen
from their current slack, a fairly substantial reversal will be required to bring the
1976 fiscal year's total above the level of fiscal 1975; this is because the current
half year's flattening in bank loans to business was p receded by a period of moderate growth during the first part of fiscal 1975. With other types of business
borrowings-opqn market paper, finance company loans and government and
agency loans-still soft, total businees borrowings will probably show a levelling
off rather th'n an increase during fiscal 1976. Nevertheless, with consumer credit
demands beginning to revive and security credit turning around a strong-25
percent--increase in total short-term funds is projected for fiscal 1976. Thus,
at the very time when Treasury demands are peaking, virtually all sectors of the
credit markets will be under greater pressures from demands.
The crucial question is, will this confluence of stronger demands place the credit
markets under undue strain so that rising interest rates will again be necessary in
__

order for the demands to be financed?

BANIK cOlrr SHOULD INCUASZ

The projections which I have made for the supply side foresee continued growth
in savings flows in fiscal 1976, but not the very strong revival that we have
witnessed in past post-disintermediation periods. Bank credit, on the other hand
should increase smartly as the Federal Reserve's easing process continues and
takes hold. The projected expansion of $51 billion for commercial bank credit
in fiscal 1975 will come only If there is a large increase during the current--January-June 1975-period since there was a virtual halt in the growth of bank
credit during the latter half of calendar 1974. For fiscal 1976, I have projected
an increase in bank credit of $75 billion which is considerably below the $88
and $82 billion increases, respectively, in fiscal 1973 and 1974. Such an increase
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rerseent a 10.2 percent rate of growth, which compares with 7.5 percent in
would
fiscal I95
My assumptions also include fairly strong foreign investment in the United
States-$16.8 billion in fiscal 1975 and $17.4 billion in fiscal 1976-but these would
still be below the record levels of fiscal 1971 and 1972.
These projections suggest that the enhanced volume of funds to be raised in
fiscal 1976 may be financed without much call on residual investors. In other
words, the credit markets may be in position to absorb the financing without
undue upward pressure on interest rates. Thus, there is reason to expect that
interest rates will continue to decline through late this year and that thereafter
there may be only moderate rises, unless the Federal deficit situation should
worsen.
TOTAL FUNDS RAISED IN US. CREDIT MARKETS, FISCAL YEARS
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TOTAL FUNDS SUPPLIED IN US. CREDIT MARKETS FISCAL YEARS
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way of summation, one conference that I participated in at the White
House not too long ago on
the economy ended up by the President going around the table to get,
as he generally does, a summary of the various views. I was among
those who had the good fortune and honor to be present. •
It is never good taste, though in this case it happens to be very
illustrative, but I would like to quote myself because my summation
was in two words. I said to the President, "Be bold,."
That is really what this is all about. Be bold. We have a $1%trillion
economy. We owe less public debt in relationship to that economy
than in our history. The ratio of debt to GNP is better thaui it was
before.

CASH FwW Is WVAT COUN'TS

Any businessman knows that it is not what you owe that counts;
it is What you have, your cash flow, What you are earig.
Therefore, at a time of difficulty when ourcash flow lias fallen off,
we can retrench and pull back and cause more unemployment, more
distress, more failed businesses, or we can be bold.
4
I can never forget Mr. President-, a lesson in life taught to me in
~ foreign policy by Winston Churchill. In 1940, in Britain's' darkest
hour, when Hitler had his barges all set on the other side of the channel,
Churchill had two armored divisions. He sent one to North Africa
at that time.
Mr. President, that was probably as bold an act as any government
leader is capable of performing. He did it.
It seems to me that that is really what we are facing in this budget
debate. I agree with Senator Buckley. It is very refreshing that at
long last we should get down to the nuts and bolts of economics.
Whether he is right or I am right only God will tell. But the idea of
disclosing the fundamental thrust of policy and the premises upon
which it is based in an open debate with a Senate vote is tremendously
healthy. That is what we are doing now.
I believe,
Mr. President,
that he
as when
theagree
President
for the
did not
with,went
because
he
taxSocut
and signed
the bill which
wanted to say to the country, "Look, this is the way we have to go;
I do not like this bill, but it is the way we have to go, 'it was the same
spirit without being improvident which animated the Budget Cornnfttee.
I was on the Budget Committee but I had to get off because of the
limitations on what premier committees one could belong to.
I am very proud that Senator Muskie and Senator Belluon are in
the Chamber at the moment. I believe they have really sailed through
Scylla and Charybdis in a very admirable way.
SENTIMENT ON THE STREET

Mr. President, I have given some of the evidence on which I base
my representation, and, like Senator Buckley, I do represent a State
which has large financial institutions. I might say the sentiment in the
street, if it is any use to Members is there is no great fear that we will
break the back of the capital market by the Federal debt which has to
be incurred in this situation.
The PRESIDING OFICER. The time of the Senator from New York
has expired.
Mr. JAvITS. Will the Senator yield 2 additional minutes?
Mr. Musyxu. I yield 2 additional minutes.
Mr. JAViTS. What I have seen is the fact that we would not understand that when you get into a jam like this you have to invest and
you have to take some risks.

I think the Budget Committee has given uS the budgetwhich takes
minimal risks-which takes risks but minimal risks-but which should
not be invalidated by the idea that we cannot raise the money or we
will cause new inflation or a dearth of capital.

RODUCE MOM CAPITAL

I said in my own statement that for the long run, no. For the long
run, we would have to produce more capital than we have. But for
the short run, I do not believe that this is a reason for knocking down
the proposal brought to us by the Budget Committee.
Mr. BUCKLEY. Will the Senator yield for a question or two, Mr.
I
President?
Mr. JAvrrs. Of course.
Mr. BUCKLEY. My distinguished colleague refers to testimony
given
stating a e capital demands were going down
by Mr. Brimmer,
in 1975. Is that correct?
Mr. JAvrrs. Yes.
Mr. BUCKLEY. Did he testify as to 1976?
Mr. JAVITs. No, he testified as to 1975, when the greater part of
borrowing for fiscal year 1976 will take place. His testimony was that
he estimated a drop of 27 million net business claims on the capital
market from the 1973 market. That is what I said. By the way, the
excerpts are here.
Mr. BROCK. I wonder if the Senator will again yield if I may interject. The Senator is aware that Mr. Brimmer is one o; the authors or
supporters of a plan to allocate credit which implies a presumption on
his part that credit will be short.
Mr. JAVITs. I do not think it implies that presumption. I was of that
school at one time myself. What it does imply is the fact that what
you want is to pinpoint massing at a given point, which is the military
doctrine of great advantage, a massive capital for a particular breakthrough in this case housing. I do not see that that invalidates the
theory that we have been discussing.
DEARTH OF CAPITAL

Sure, he is an advocate of that theory, and I was, as I say, at a given
time. But I do not think that that concedes that there is a dearth of
capital for this purpose, that is, Government lending in order to meet
this bud et.
Mr.

IuCKL.y.

Mr. President, I believe we all agree that in this

year we do not have the problem of overcrowding but we fre talking
about a budget for the following fiscal year.
Mr. JAviTs. I remind the Senator that fiscal year 1975 means half
of this year and that the heavy Treasury borrowing will be this year.
Mr. BucKEy. Half of this year, at least.
Mr. JAviTs. It goes into half the year, exactly, for fiscal 1975, but

the greater part of fiscal year 1976 borrowing Will also be this year.
Mr. BucKLEY. Does the Senator know Henry Kaufman of Salomon

Brothers?

Mr. JAvrrs. Yes. I have great respect for him.

Mr. BUCKLEY. Mr. President, Mr. Kaufman is one of those who
share our concern over the crowding out factor. One of the problems
of economits is that economy is not an exact art, as we all know.
CONCERNS EXPRSED

Among those who have expressed precisely the same concerns expssed by my cosponsors and mysell are Allen Meltzer, Choirman
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of the Shadow Open Market Commison; Karl Brunner, of the University of Rochester; Berglo Sprinkle, of the Harris Trust Co.; and

Lief Olson, of the First National City Bank.

Notwithstanding the input we have received from my distinguished
senior colleague, I-believe that these concerns over the effect of this
huge deficit are real.
The PRSIMING OmeCR. The Chair inquires whether this colloquy
is on thefrom
time
junior
of the
Senator from New York or the senior
Senator
Now
York.
JAVITS. I had only 2 minutes. I could not spend any more.
The PnEsurMG OFFmIER. The Senator's 2 minutes had expired.
That is why the Chair wonders whose time is being used at present.
Mr. JAVITS. I thank my colleague.
Mr. BUCKLEY. Mr. President, how much time do I have remaining?

Mr.

The PRESIDING OFFICE.

The junior Senator from New York has

26 minutes remaining.
Mr. BUCKLEY. Mr. President, I yield to the Senator from Tennessee
such time as he requires.
Mr. BRocx. Mr. President, I ask for 5 minutes, just so that I have
some measurement of how I am progressing.
First, I would like to express m gratitude to the committee for
taking on this tough job, a job with which I can sympathize, having
worked a Iong time to author, with the Senator from Maine, the
proposed legislation. Also, I would like to express my appreciation
in that they have put together a first approximation to this complex
endeavor in a very short period of time. The need to staff it up and
to come up with a bill of this magnitude and complexity is an enormous job, and they deserve our appreciation.
I have some problems with it because, as the Senator from Maine
pointed out, it is almost impossible to arrive at a total without adding
up the component parts. I understand that.
DEBATE PRIOmRf"• BEFORE

low
•'.

SPENDING

The reason why I became interested in a rational budget process is
that, in the past, Congress never has totaled componentspent
parts all
of the
the
budget until the end of the year, when we had already
component parts. What we are trying to do with this budget is to
force the Membership of the House and Senate to debate the priorities
at the outset, before we begin spending.
The first concurrent resolution was designed to afford us a device
in which we could place all our resources, all our revenues, all our
expenditures, and the net surplus or deficit in some economic context
which would apply to the given fiscal situation in the economy.
The problem with that is I think we have chosen now to present to
Congress, for its approval, an excessive response to that explicit
economic situation. I understand how hard it is to cut programs, but
I suggest that there is no need to cut any program. Some of them will
deserve cuts, but there is no need to cut any program at all from the
current levels. As a matter of fact, if we wish to do so, we can calculate
very quickly the 1975 line item expenditures through the whole budget,
at a 5-percent increment, which is greater than the rate of inflation in
the past month, and we still come to less than we have in this $340
billion figure-less, not more. That is a 5-percent increase across the

YwO3IoAIAl\.8~

board in every lines item of every piece in every part of the budget. So
nobody has suggested a cut.
PURPo

OF FIRST CONCUREPNT RESOLM'IO,

What this Senator is suggesting is that we are in a supermarket

debate instead of an economic debate. The criticism that the Senator

from Oklahoma leveled against the Senator from New York and his
approach was on whether or not this figure was right or that figure
was right. That is not the purpose of this first concurrent resolution.

,rite purpose of this first concurrent resolution is for us to set objectives
for Congress to try to live within as we go through the authorizing and
appropriftion process between now and September, at which point we
reach a final determination and reconcile the figures in tfhe context of
thl economy as it exists at that time. We can adjust those figures.
Nothing in the world inhibits us from making those adjustments. But
tOw point is that we are trying rationally to determine right now, as

best wo can, not only thie quantity of Federal spending, tho quantity

of Federal revenues' bift also the quality thereof and the effect thereof
in sum total upon the deeply besieged and beset 220 million American
people.people in
this
example
what
is hap
opening toprogam.
Let meWecitejustanpassed
Weae
a taxofcut.
It was
a beautiful
country.
really going to take care of everybody in the United States. The
average family of four receives $200.
The PRESIDING OFFICER. The Senator's 5 minutes have expired.
Mr. BUCKLEY. Mr. President, I yield the Senator such additional
time as he requres.
Mr. BRecO . Three minutes.
WHAT TAX CUT WILL COST

There is a $200 tax cut to the average family. It sounds good. Boy,
we are really doing something for them. Here is Congress, responding
quickly, right to the point, stimulating the economy, putting money
back into the hands of the American people. Nobody took the trouble
to tell them what it was going to cost. I will relate what it is going to

_

cost.
This year, if we meet the Budget Committee's deficit projection, if
we create $69 billion in new debts, at today's money rate, the average
family in this country is gomg to pay $120 next year, the following year,
and the year after that, as long as they live in this country, to pay the
interest on the new debt that is being created by this Congress in their

name.

Talk about bankers ripping off the American people with a high
interest rate, what do you think 60 percent is? That is exactly what the
pro rata share is of the new debt Tat is being created in the name of
the American people, in order to afford them all the blessings of this
Government.
BORROWING FROM AMERICAN PEOPLE

We can argue about displacement of capital. I have heard the testimony of the Joint Economic Committee before'the Budget Committee, and I can accept some of the sophisticated economic argu-

BEST AVAILABLE COPY,

263
ments that say we can accommodate a pretty sizable deficit by a
beautiful combination of borrowing from the American people to the
extent that we can, without raising interest rates, and borrowing the
rest from the Federal Reserve, but not enough to create an inflationary pressure. I would like very much to live in that perfect world,
but I do not. I have to make an assumption, if I accept those statements, and that assumption is that the American people are not going
Sto decide that the recession is over and start buying again; because the
minute they do, they are going to find out that in order to get money
to buy a refrigerator much less a car or a house, they have to compete with their own g overnment. That is tough competition; because,
when the Federal Government borrows money, it goes to the front
of the line. People cannot buy a refrigerator or a house, because we
have preempted that segment of the money market, because we assumed they were not going to buy. We want to stimulate, but we do
not want the American people to buy. What are they going to say
then?
What happened? What happened to our ability to work our way
out of this recession we have? What happened to our ability to rebuild our inventories, to restock our shelves? What happened to our
ability to start producing things again, to make investments in technology, machinery, equipment, plant? What happened?
DANGER IN THIS KIND OF DEFICIT

Aw

At that time, Government can only respond, "Well, gee, we are
sorry, but we decided it was better for the public sector to make investments than for the American people to have that privilege."
That is the danger that we have in this kind of a deficit.
I am not suggesting-I cannot speak for any other Senator, but I
am not suggesting that we cut anything out of any Federal programs.
I can name some which I would like to. I am saying we can hold every
Federal program at current levels, add 5 percent on top of it, at
least, and where we have a commitment .on the part-of the Government to the American people, as we do in social security, for the
cost-of-living increase that cumulates back over the last several
months, meet that commitment, still hold hiQ h,,ag'.t to $340 billion
in gross spending. If the Senators do not believe me, I will show them
the figures. They are right here.
If we do that, then we can offer the American people the opportunity
to recover from being besieged by their own Government. I do not
see that we have any choice other than to pass this alternative budget
and make ourselves, for once, live with it like the American people are
having to live with their family budget every day of every week of
every month of the year.
YOU TIGHTEN UP

Nobody around here seems to want to tighten up. They always
tell the American people, "You tighten up." Well, it is about time
we met some responsibility for a change. Until we do, I-do not think
we deserve the commendations of the American people for being
concerned, because we have not met the responsibility that goes
with the authott ta h
4ndo
to w
co L tiunts.
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The PRESIDING OFFICER. Who yields time?
Mr. PACKWOOD. I am going to take it on the bill, if I may.
The PRESIDING OFPICER. Who yields time to the Senator from
r. MUsKIE. Would the Senator like time on the bill?
Mr. PACKWOOD. If that is all right.

Mr. MusKIE. How much time would the Senator like?
Mr. PACKWOOD. About 5 or 10 minutes.
Mr. MusKiE. I am happy to yield 5 minutes.
Mr. PACKWOOD. Mr. President, I congratulate the Senator from
Maine (Mr. Muskie) on the effort he has given to bringing forth this
budget bill from the inception, and for his willingness to leave a very
prestigious committee, the Committee on Foreign Relations, to take
on the chairmanship of this committee. But I am constrained to disagree with him about the total budget and the total deficit that the
Committee on the Budget has come forth with. I shall support the
motion and the amendment of Senator McClure and Senator Buckley.
I shall tell the Senate why.
HOW MUCH OF A DEFICIT WE CAN ABSORB

I sit on both the Committee on Banking and the Committee on
Finance, and over the last 6 or 7 months, I have listened to different
economists testify. They testified about total spending, testified about
how much of a deficit we can float or absorb-use the word you choose.
I have noticed that it has floated upward about $25 billion in the past
4 to 5 months. I find it has floated upward pretty much as the philosophical inclination of those who were testifying chose to finance pet
projects of theirs.
Last October, last November, last December, it was generally
conceded that we did not dare go beyond a $50 billion deficit for the
next fiscal year. When the President came forth with his budget
message projecting a $51.9 billion deficit for next year, it floated upwards m most other people's minds to $55 billion, to $60 billion. I now
see consistent statements that we can absorb a $70 billion deficit
next year.
I am afraid that when push comes to shove, this Congress will not
have the nerve to vote "no" on a variety of specific items substantially
in excess of the amounts suggested to be spent by the Budget Committee. I do not think the fMllffight and the meaningful fight is going
to come over this resolution today, regardless of whether Senator
Buckley's and Senator McClure's amendment is adopted or the
proposals as set forth by the committee are adopted, or whether the
proposals by the Senator from Minnesota (Mr. Mondale) are adopted.
. think that-next- Augut or September,- when -o-eibbod3y -6-ithis..
floor rises to add an additional $700 million or $800 million or $900
million or $1 billion or more to a specific appropriation, the Senate
is likely to adopt it.
InfATION BIG FEAR

When I was in Oregon during the spring recess, every place I
went-high schools, factories, service clubs:-I consistently asked
s mahw shoice-boetrwomri- ItwoU
people to 'raise their hands and
w o t~bh for them and for the country,
-Which did teYAth iiikwasor_9_
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what was the greatest fear they had-recession or inflation. By
margins of anywhere from 30 to 1 to 50 to 1, the answer was inflation,
and it did not matter to what group I was speaking.
Granted, I was not in the unemployment office. I was not talking
to those who were unemployed. But I was talking to the 90 to 92
percent of the people who are still employed in this countr-.
It is understandable why those who are employed think that inflation is still the greatest problem that they face. So to attempt to
the feelings I found when I was in Oregon personally, I
mailed a questionnaire to several hundred thousand Oregon voters. I
posed the question in somewhat the same fashion, but I gave them a
third choice. What did they think was the worst problem facing
them-unemployment, recession, or inflation? This went to all groups
of voters, whether or not they were employed or unemployed. Inflation
ranked substantially ahead of the other two items put together.
I shall tell the Senators whatI think we are asking for, even under
the relatively conservative estimates of Senator Buckley. I think we
are asking for unconscionable inflation in this country. I know there
are economists who will testify otherwise. I think they honestly
believe it. I have yet to find any two who agree. They can be frQm the
same class, from the same university, having been taught by the same
professor in graduate school. But I think we are looking forward,
within a year to 18 months, to interest rates of 15 percent or inflation
of 15 percent, or a combination of both. And really, the only variant
will depend upon whether we choose to finance the deficit by borrowing
in the private marketplace or simply by having the Federal Reserve
Board print the money and buy the Treasury bonds.

Corroborate

INTEREST RATU HIGHER

To the extent that the Federal Reserve Board prints the money we
are going to have a rapid rate of inflation, perhaps with a slightly
lower interest rate than 15 percent. To the extent that we choose to
borrow in the private marketplace the inflation may not be quite so
bad. But the interest rates will be hiigher.
I wish to quote from several articles. The first is from Salomon

Brothers in New York, well-known investment bankers, a publication
entitled "Supply and Demand for Credit in 1975":

The consequences of a U.S. budget deficit substantially greater than the
nearly $50 billion estimated by us for calendar 1975 should be clearly recognized.

Let me add here, this was written late last year.
Such a deficit could be reasonably financed only If the economic contraction this
year is much greater than we expect. Otherwise, the budget deficit would either
.... to a vi61ous struggle] o• funds between private borrowers and the Govern-

ment, or the Federal Reserve would have to supply funds without regard to its

long range responsibilities. In any event, a larger than expected deficit would
threaten economic recovery, despite the best intentions of Government by

crowding out medium to lower rated business borrowers, many of whom are
already in peril, and mortgage borrowers as well, thus aborting recovery in housing
activity.

......

following quotation is from The Bank Credit Analst of
The ber-1l~r-1974•-If you assume a recession only as mild as 1969-70 you could expect the budget
deficit to rise up to the area of $55 billion in the period ahead. If you expect the
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recession to be worse, as we do, you could probably add another $10 billion or so.
If you think Congress will increase expenditure and cut taxes, as we do, then you
could add a lot more to the deficit. Our guess is that you will see the Federal
budget deficit running at an annual rate of between $70-$90 billion within the
next 12-18 months. As the experience of 1970-73 showed, once you build a large
deficit into the system, it is very hard to unwind. In fact, as the U.K. has shown,
when you get to the very late stages of runaway inflation, the budget deficit just
keeps ballooning. Thus, the fourth law of runaway inflation is that the budgetary
position of governments deteriorates at an accelerating rate. There is little
enthusiasm to attempt to restore fiscal balance out of fear of an economic collapse.
Mr. PACKWOOD. Lastly, I ask unanimous consent to have printed

in the RECORD an article entitled, "The ]Bitter Taste of Recovery,"
written by George F. Will and published in the Washington Post
last Friday, in which he in essence says the same thing and reaches
the same conclusion as the two articles I have submitted.
There being no objection, the article was ordered to be printed in
the RECORD, as follows:
THE HITTER TASTE or RECOVERY
(By George F. Will)

If you think the recession is noxious, brace yourself for the bitter taste of
recovery. Quickening economic activity will unleash inflationary pressures and a
scramble for scarce credit, which will produce a giant expansion of government
control of the economy and our lives.
Of course, recovery is not an immediate threat. Housing starts are at an annual
rate of 1 million, 60 percent below the 1973 record of 2.5 million.
Detroit must sell about 9.5 million cars a year to cover costs. But after the
$100 million rebate extravaganza, sales sagged to a 6.2 million annual rate. The
primary effect of the rebates was to sell cars in February that would have been
sold soon anyway.
UNEMPLOYMENT EXPECTED TO STAY HIGH

Unemployment is 8.7 percent and probably will go higher and stay high for a
long time. The average American work week is down to 35.9 hours and overtime
is scarce, so there must be a lot of recovery before people currently employed are
fully employed and many new hands must be hired.
In the next three months, 4 million people will leave high schools and universities, and 500 000 will fail to find jobs. Unemployment is expected to pass 9
percent and congress will pass legislation to spend $6 billion to put 900,000
more Americans on government payrolls.
(One in, six Americans already works for the government. In the last 10 years,
4.4 million Americans-l,200 a day, 50 an hour-were added to public payrolls.)
Still, government is incorrigible but not infallible, so it won't. be able to prevent
some recovery, however slight and brief. Alas, the recovery-an ill-favored thing,
but our own-will bang spang into the government's ravenous appetite for the
nation's inadequate credit resources.
This will produce a ruinous political chemistry, and an accelerated slide Into a
statist
The economy.
economy is suffering, acute emaciation as h result of several decades of
underinvestment the-predictable but nevertheless unforeseen . esu!t of public
policies-primariy welfare and tax policies-that favor redistribution oR society s
resources from producers to nonproducers in order to promote consumption at the
expense of savings and investment.
In the last dozen years there has been $1.5 trillion of capital investment in the
private sector. In the next 10 years we need three times that-$4.5 trillion-to
i .
create jobs and increase pr•
- •An--tnadeu~T~6tix--o) this sum will come from the capital resources left
after government finishes borrowing as much as it needs to finance its unprecedented deficits, and its lending and guaranteeing activities. The federal government (state and municipal governments add to the credit crisis) and its extended
family of sponsored agencies are preempting half the total flow of credit, and this
lion's share will increase.
-

*

vý
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,Mtny economists--including Walter Heller, Arthur Okun and others who led
us to our current bog--say: "Everything is going to be all right. Relax, the government can finanVe its deficits and other activities because there is no substantial
competition for the credit it preempts."
The theory---surprise it happens to retionalize the perpetual waxing of the
liberal state--is that today's enormous government borrowing is harmless because
private demand for credit Is slack in thi recession.
The argument seems to be: Huge deficits are good because they are stimulative,
and they are harmless as long as the economy Is slack. So government can finance
its extravagance without suffocating recovery as long as there isn't much recovery.
GOVERNMENT CAN BORROW LESS

Of course, the government can borrow less if it reckle.sly inflates the money
supply. This will unleash raging inflation and a clamor for palliatives like wage
andý price controls. But heavy borrowing will do this, too, by sending interest
rates- soaring.
In any case, government borrowing over the next four years almost certainly
will be large enough to make corporations desperate for credit, especially when
there is a recovery struggling to be born. Corporations will come to the government as mendicants for credit.
. Then the government may allocate scarce credit. And, having sOpped 1p))

voluntary credit, the government may make tax dollars available as credit-with
strings, of course.
The power to tax is indeed the power to destroy. When that power becomes the
primary producer of investment capital, It 4pitroys capitalism, and the open
society that has flourished with capitalism.

Mr. PACKWOOD. Mr. President, it is not with any great enthusiasm

that I support Senator Buckley and Senator McClure. I would like
to spend more money. I would like to spend more money for housing.
Oregon is dependent upon housing. The lumber industry is still the
backbone of my State. When housing is down, lumber is down, and
when lumber is down, Oregon is down.
I would like to spend more money for the National Institutes of
Health. I would like to spend more money for education. But I think
the greatest disservice we can render to the middle-income taxpayer
in this country is to drive him or her farther and farther to the wall.
TOLMANCE OF IDLE-CLAS8 TAXPAYR

I think all of us as professional, practicing politicians should realize
that the future of this Government and its support depend upon the
good will and the tolerance of the middle-income taxpayers-not the
wealthy, who can fend for themselves, and not the poor, who are
dependent upon our largess, but the middle-income taxpayers. If
these middle-income taxpayers lose their tolerance and lose their
forgiveness of our fiscal insanity, they are going to strike both ways:
12
They are going to strike at the rich-because they think that the rich
are wealthy because of unjustified loopholes-and bring down free
einteprise; and they are-going to strike-at -the poor and cut-them off,
I
because they think they are undeserving.
______I hope that does no happen but I can feel the welig up of resente
V
hid geFdeifidtFti sizhý
a.i alrilVa
m6-Waan

proposed by the Budget Committee, let alone What I fear Congress

will end up with by the time this ear is out, will cause that middleincome taxpayer to turn against al of us.
Mr. President, I yield the floor.
Mr. HARRY F. BninD, JR., and -Mr. MusKIu addressed the Chair.
The PRESIDING OFFICER. The Senator from Maine.

BEST AVAILABLE COPY
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Mr. Musxzz. Mr. President, I yield myself 2 or 3 minutes to respond
to some points that have been made by the distinguished Senator

from Oregon.
He gave us the date of only one of those publications.
He described it as being published in the latter part of last year.

In terms of the economics of the situation, the latter part of last year
was very different from April and' May of 1975.
VIEW OF ECONOMIC POLICY JUSTIFIED

The second point I would make to the Senator is this: Whether

his apocalytic view of the Budget Committee's economic policy
is justified by events or whether my apocalyptic view of the consequences of the amendment of the Senator from New York is justified

by events, we are going to be held accountable. Either course, with

hindsight, could be perceived as the course of insanity. So it is not
quite that simple.

The Senator refers to the fact that estimates of a safe deficit have
floated upward in the hearings which he has attended. Let me suggest

that those estimates have floated upward because economic activity
has floated downward. As investment, housing, and inventories decrease, two things happen: Private borrowing needs also decrease,
and the deficit increases. So we can invest in that downward slide by
doing what the Senator suggests, and hope that somewhere we will
bottom out and can begin to build an economy agami; or we can
invest in an u ward climb, hoping that the time for building has
come. With tighter money, a cutback in Federal programs, which is
the effect of a $340 billion ceiling in real terms, -an have one consequence: It is going to slow down the economy some more. We may
quarrel as to how much more, but I do not think there is any doubt
but that it will.
So if we adopt this policy, we will have more unemployment, not
less. We will have less economic activity, not more. And the Senator
is going to hear from his middle-income constituents, and so will I.
Mr. President, Ijyield the floor.
The PRESIDING OFFICER. Who yields time?
Mr. HARRY F. BYRD, JR. Mr. President, I would like to get some

time on the bill.

Mr. MUSKIE. How much time would the Senator like?
Mr. HARRY F. BYRD, JR. I do not expect to use it, but so I will not

_W10
....

be rushed, I would like 30 minutes.
Mr. MUSKIE. I apa happy to yield 30 minutes to the Senator from

Virginia.

Mr. HARRY F. BYRD, JR. Mr. President, I realize the very difficult
aigament that-the -new Budget Commattee'has had. I know-how.....

conscientious is the able ch&th
mLe.
Salo-TrOnIf
-.

committ8Grth-i

A MINORITY VIEWPOINT

I do not rise to express criticism of the budget proposal brought

before the Senate. I do rise, however, to express a minority viewpoint
as tO the entire philosophy underlying the budget.
-w41rVAr

20W
That philosophy was laid down insofar as this budget is concerned
by the President of the United States, when he submitted to Conrm
a deliberately unbalanced budget, and stated to Conress that it is
essential that we have a deficit of at least $52 billion, which he
,
recommended., '
That became the floor for the Federal deficit for the upcoming fiscal
year. The Democratic Congress is building on that and increasig
the deficit. •
The Budget Committee, consisting of splendid individuals, conscientious in their desire to do what is. best for the people of the
United States, has proposed a budget deficit of $70 billion.
It has brought before Congress a budget calling for the expenditure
of $1 billion every day during the fiscal year 1976.
My opposition is to 6he phosophy of spending our way to prosperty-the philosophy that more and more spending and more
and more deficits will solve our problems.
DMICrr SPENDrING UNSOUND

I say that is fundamentally unsound. Federal deficit spending is a
major reason that the Nation today is in a fundamentally unsound
condition. We have tried deficit spending for years, and have utilized
such a philosophy over a long period of time.
The budget resolution before us today proposes more of the same.
It is somewhat significant in my mind that today, is the last day,
apparently, that Americans will be involved in Vietnam.
Perhaps it is appropriate that this new budget proposal calling for
the greatest deficit in the history of the United States should be
debated on the floor of the Senate at the same time.
I will tell you why I feel this way.
Ten years ago the dominant question facing our Nation was Vietnam. Our President and our Congress made two fundamental errors
of judgment.
The first error was becoming involved in a ground war in Asia. The
second fundamental error was the way the experts, tlzhway the President of the United States, the way the Secretary of Defense fought
that war.
The embarked on a theory of a limited war, and around the corridors of the Capitol of the United States durng 1965, 1966, 1967, and
1968 the sophisticated Members of Congress, who were in the majority,
applauded that theory of a limited war. They said that is the way to
the war.
That wasview.
the party
I ttook
the opposite
I saidline.
it was fundamentally unsound. If
we
.weare going tobein &war, whichI do not think weshQuldbj
should-ng-ht-G-w •rn---

•

....

•.....

DEBACLE IN VIETNAM INEVITABLE

So I think what culminated today in the debacle in Vietnam was
inevitable, because Congress and the President made fundamental
errors 10 years ago.
I tie that in with what we are doing today. The whole philosophy of
what we are doing, although I admit the experts do not 'agreewith me,
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I think what we are doing is fundamentally unsound. I fear we are
going to end up in an economic debacle 5 years from now, or maybe 2
or 3 years from now, and pay a huge pi'ce, just as we have paid a huge
price for misjudging the situation in Vietnam.
Mr. CRANSTON. Mr. President, will the Senator yield?
Mr. HARRY F. BnRD, Jr. I would prefer to finish my comments and
then I would be pleased to yield.
The whole philosophy underlying this budget-and the able Senator from Maine made it clear-is that because we have some recessionary problems, the way to solve those problems is to spend more
money and run up huge deficits.
WRONG DECISIONS MADE

I might say that is not a partisan philosophy, because the President
of the United States, a Republican, took the same view. It is a question
of figures. The President did not go quite as high, but he recognized
the same philosophy.
Just as President Johnson was wrong in 1965 in regard to Vietnam,
and Congress was wrong then in regard to Vietnam, both Congress
and President Ford, in my judgment, are wrong today in this whole
basic philosophy.
It is the accumulation of these deficits-and the deficits have been
accumulating over a long period of years--that will be so devastating
to the people of the United States as the months and years go by.
Here is what we plan to do now if we pass this resolution-and it
will pass. With the passage of this resolution we will have increased
spending by at least 35 percent in 2 years.
Let me repeat, 35 percent in 2 years.
How are we going to hold inflation down that way? Well, we say
inflation is not as high now as it was some months back, and that is
correct. Inflation ebbs and flows and, at the moment, it is ebbing.
But it will begin flowing it will begin flowing not immediately, but in
the next 12 to 18 months, because of the terrific deficits which this
piece of legislatipn envisions-$125 billion in 2 years.
I think it is'of some significance that the national debt-and I
realize that not many of the Members of Congress have a particular
interest in the national debt--at the end of the next fiscal year will
exceed $600 billion.
ONE-THIRD OF NATIONAL DEBT ACCUMULATED IN 6 YEAN

Nq.q_.thesignificau& and startling figureiwr far•w•'th# S~iiiTo- fro -..
Virginia is concerned, is that more than one-third of that entire national debt will have been accumulated in the short span of 6 years,
namely, 1971 to 1976.
Yes, during those 6 fiscal years, one-third of our total debt will have
been created.
To me that is highly dangerous.
Let us get to the effect a $365 billion budget will have on interest
rates.
The Secretary of the Treasury has confirmed to me that during the
fiscal year begqw. ing July 1 of this year, fiscal 1976, the Federal
Government wilff go into the money markets for 63 percent of all the
•'•

lendable funds.
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He also confirmed to me that during that period of time the Federal
Government will borrow more money than the Federal Government,
the State governments, the local governments, and the corporate
entities have ever borrowed together in any previous fiscal year.
PRINT MORE MONEY

The senior Senator from New York (Mr. Javits) addressed himself
•to that matter, and he correctly pointed out that the Federal Reserve
Board can have some effect on this by printing more money, by
increasing the money supply. By so doing it can help hold down
interest rates in the short run. It cannot, however, in the longer run.
Senator Javits' argument convinced me all the more that a $70
billion deficit is a blueprint for inflation, because the more dollars the
Government printing presses roll out the less valuable the dollar
becomes, and the more inflation inevitably will follow.
I invite the attention of the Senate to the fact that what we are
doing now in regard to deficit spending was tried-just several years
ago-as a matter of fact, it has been tried every year, but it was tried
with great emphasis in December of 1971. It was at that time that
Congress passed the Tax Reduction Act of 1971. That act reduced
taxes in the next 2 fiscal years by $21 billion; $11 billion 1 year,
$10 billion the next year.
The interesting aspect of that is that page oni of the Finance Committee report gives as reason for doing this these three major reasons:
First, put our present lagging economy on the high growth path.
Well, that is the purpose of the present deficit-spending legislation.
Second, increase the number of jobs and diminish the high unemployment rate.
That is the purpose of the present deficit-spending program.
Third, relieve the hardships imposed by inflation on those with
moderate incomes.
It is claimed that that is another purpose of this legislation.
So we rolled up a big deficit in those succeeding years, and what
happened?
Now, 3 years later, we have higher unemployment and we have had
double the rate of inflation.
As I mentioned earlier, the experts do not agree with the viewpoint
and the philosophy expressed by the Senator from Virginia, but the
Senator from Virginia is accustomed to being in the minority.
Also, the Senator from Virginia, having been around Washington,

~

D.C., a while has limited enthusiasrjr~sa-zalled experts. I--feel theyhA b•n wrong more often than they have been right.

GREAT FAITH IN AMERICAN PEOPLE
I have great faith, however, in the collective judgment of the American people. I think the collective judgment of the American people is
far sounder than the philosophy coming out of Washington, D.C.
I have not found too much to be optimistic about recently, but there
was one incident that occurred that gave me a considerable amount of
optimism and a considerable amount of hope.
There is a plant inVirginia, a General Electric plant at Portsmouth, Va., which employs 3,000 persons. The representatives of those
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employees, 8 or 10 of them, came-to my office with a petition. That
petition was signed by 2,588 workers in that industrial plant.
We urge the President and the Congress to reduce taxes, to reduce Interest
rates, and to get excessive government spending under control.
I told those representatives of the workers of the General Electric
plant that in my judgment their program is far sounder than any
program that has been to date enunciated in the city of Washington.
EXPLANATION TO WORKERS

They asked me if I would come to the plant and talk with the
workers. So I went to Portsmoiith one Sunday night and at 6 o'clock
the next morning the representatives of the workers came around to
my motel and took me to the plant. By 8:30 that morning I had made
six different speeches to six different groups in that plant. There was
not an area to hold them all.
I told thber that I felt that their philosophy was sound, because
the irto
tiedour
in taxes
tbree key matters.
are too high and they should be reduced.
Second, our interest rates are too high and they should be reduced.
But, I said, neither one of those can be accomplished iinless we get
excessive Federal spending under control. By getting e .essive Federal spending under control, it will then make it possible to reduce
taxes and to reduce interest rates.

I explained to them why I could not vote to cut taxes now when the
Government is heavily in debt. To cut taxes but increase spending
would, in my judgment, be a phony and cruel hoax. I voted against
the $22 billion tax cut and I told those working people why I was
voting against it. The reaction I got was tremendously encouraging
to me.
I think the people realize that we in Washington cannot give them
something for nothing. Somebody has got to pay for the spending.
TRUE TAX CUT

Now, Congress can reduce taxes, but unless spending it got under

control it cannot be a true tax cut. If the pegpleado notrpaylort if by
direct taxation the, are.going topaqy-1
t-and they realize that, I
behve-thr
.........
the insidious tax, the hidden tax and the cruel tax
of inflation.
I am convinced that to increase Government spending as this
concurrent resolution propt.s tso,. do,. by.35. percent, in 2 -years-35
.percent Iid2 yearss, ' $95 billion increase-is just bound to lead to
wore inflation.
Not now, not next month, maybe not even 6 months from now, but
it is going to lead to a severe inflation somewhere between 12 and 18
months mto the future. That will hit hardest those on fixed income,
the elderly and those in the lower- and middle-economic groups.
I think the Senator from Oregon (Mr. Packwood) made an excellent
poit a few moments ago when he pointed out that this spending when
it is paid for will be paid for mostly by those in the middle-economic
brackets, and those people are getting to a point where they feel
that they are carrying a very heavy burden, and I certainly agree
1
with them.
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STfP IN RIGHT DIRECTION

I dislike to be in opposition to the first budget proposal that comes
before the Congress under the new budget law. The new law is a step
in the right direction. Something had to be done from the old process
that the Congress had used.
But the trouble with the budget legislation, as I see it, and the
reason I had not great enthusiasm for it from the beginning-and I
there is nothing
it will succeed-but
hopediscipline.
seegive
it succeed,
to to
want
The legislation itself specifies
in there
CongressI an!
that the Congress shall set the deficit.
That being the case, we, as the Congress, can make the deficit anything we want. In just a few months now, the deficit that started at
$62 illion is $70 billion. I do not like to make predictions, but my
guess is that when the fiscal year ends in 1976, the deficit will be $80
billion.

Be that as it may, it is not each exact figure in the budget that I
am quarreling with. Indeed, I do not intend to be quarrelling, really.
OPPOSITION TO DEFICIT SPENING

But I do want to express my opposition to the philosophy of deficit
spending which has been going on now for years and years and years.
The only change is that it has accelerated.
I would like to suggest if anyone has the time to do it, to go back to
those hearings of 1971 before the Senate Finance Committee and the
House Ways and Means Committee, urging a reduction in taxes to
stimulate the economy by deficit spending and thus reduce
unemployment.
Yet now both unemployment and inflation are greater.
The same economists who advocated high deficit spending in 1971
came before the Congress in 1974 and advocated the same thing over
.
again.
The way I look at it they are saying, "Since two pints of whisky
did not sober up the patient, we will give him two quarts of whisky
and that damn well ought to sober him up.
Mr. BROCK. Will the Senator yield?
Mr. HARRY F. BYRD, JR. I promised to yield to the Senator from
California.
Mr. CRANSTON. Earlier in the Senator's remarks he commented on
the impact of Vietnam on the deficit budget situation in which we
find ourselves. This is an appropriate time to think of that, obviously,
as the Senator noted, for in these very hours the last Americans are
on their way out of Vietnam and our direct involvement in that
to an end'insofar as Americans being on the soil of
tragedy comes
.,ietnam.
Obviously,
it was the cost of that war when we went in
initially not dealt with by tax increases at the time that induced the
inflation that caused the counterinflation programs of earlier years
that led to our terrible economic plight when we have had both recession and high unemployment, business bankruptcies and inflation.
I think it would be appropriate at this point to speak for one moment
about what the total cost of that war has been.

274
COST OF VIETNAM WAR IMPOSSIBLE TO ASCERTAIN

S

A recent article in the Congressional Quarterly of April 26 states
that it is impossible to ascertain the cost to the United States of the
Vietnam war. The Defense Department has reported total outlays of
$140.6 billion for the period 1966 to 1976. That does not take account
of some expenditures in earlier years. There are no figures pulled
together anywhere that I am aware of on exactly how much in military aid and economic assistance, and so forth, was poured into
South Vietnam. Then when you take into account the cost of veterans
benefits which will perhaps reach the level of $33 billion by 1980,
and beyond that you cannot calculate them as you do not know how
many veterans will take advantage of the various programs there
will possibly be, the U.S. statistical abstract has managed to place
a final figure on the cost of the Vietnam war at $352 billion to the
American taxpayer.
MORE SPENT ON WAR THAN EDUCATION

There are many economists who double or triple that amount and
estimate that the cost of the Vietnam war will finally exceed $1 trillion
to the American people.
Plainly, beyond the military expenditures and veterans benefits
are intangibles that defy analysis on a cost basis-lost human lives,
disabled bodies, displaced persons, and devastated countrysides.
The war cost at least 10 times more than support for all levels of education, and 50 times more than was spent for housing and community
development during the period in which we have financed the war.
The United States spent more money on Vietnam in 10 years than was
spent during the Nation's entire history-the entire history of our
ation-for public higher education or for police protection.
It has also been calculated that the United States could have paid
off the mortgage on every home in the Nation and had money left
over had there been no Vietnam war.
Let me just say that while doing what we can now about the serious
economic situation that we face, seeking to deal with a rational budget,
a rational deficit, with rational elpenditures, let us also, in the hope
that we can prevent a situation like this from confronting us in the
future, do what we can to avoid wars that would be so unwise as the
American involvement in Vietnam.
Mr. President, I ask unanimous consent that I may have printed
in the Record at this point the full text of the Congressional Quarterly
article, including several tables.
There being no objection, the material was ordered to be printed in
the Record, as follows:
VIETNAM STATISTICS-WAR COSTS: COMPLETE PICTURE IMPOSSIBLE

The total cost of the Vietnam War is impossible to determine.
Although the Defense Department reported that the U.S. military share of the
Southetwt Asian conflict would total $140.6-billion for the period 1965-76, no
figures are available on the exact amount of economic and military assistance
channeled to Vietnam since 1950 when the United States agreed to give arms aid
to the French-sponsored states of Indochina. Even if a grand total were available,
it would only reflect a pert of the true price of the war.
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Veterans benefits, for example, were expected to reach a $33-billion level by

1980. But beyond that year there was uncertainty. Government estimates placed
the eventual cost of benefits above the amount spent I)y the Pentagon in Vietnam.

The ultimate figure would depend on how many veterans thought hottws with VA
mortgages, were hospitalized at government expense or took advantage of education grants.

c

•

And beyond the military expenditures and veterans benefits were the intangibles
that defy cost analysis-lost human lives, disabled bodies, displaced persmofs and
devastated cotntrysides.
"The Impact of Vittnam Imso gigantic and diffuse that no adequate calculation
of all the political, R)ciologicad and economic costs can be made," said Dennis
Mueltir of Cornell tlniversit v. it) 1970.
Brrvy 1l3cehmiian.1.i']niior fellow iii fori,,ni policy at the Brokirtv,, tnstitutioin.
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war lIbtween fiscal 1965 and 1944 amuunLued to $137.7-blilion, the department
noted that $29-billion of that sum would have been s ent for training and practice
ammunition even If there had been no war. The ecal 1975 and 1976 budgets
called for additional expenditures in Vietnam of $1.5-billion and $1.2-billton,
resp ectively.
To make the Defense Department statistics comprehensible to the public,
James L. Clayton of the University of Utah made several comparisons.
The war cost 10 times more than support for all levels of education and 50
times more than was spent for housing and community development during that
same period, Clayton said. The United States spent more money on Vietnam in
10 years than it spent during the nation's entire history for public higher education
or for police protection.
GOVERNMENT COTS

In 1974, the Library of Congress reported that there had been no official study
of the long-range cost of the Vietnam conflict. The U.S. Statistical Abstract,
however, placed the final government cost at $352-billion, and private economists
double or triple this amount. Taking the highest estimates, it has been calculated
that the United States could have paid off the mortgage on every home in the
nation and had money left over had there been no Vietnam War.
Surprisingly, Congress had not compiled fipgres on the total cost of the war as
of April 1975. The House Defense Appropriations Subcommittee, for example,
told a Boston Globe reporter that the figure was "hard to get a handle on" because
of "sloppy bookkeeping" at the outset of the nation's involvement in Vietnam.
LOST EQUIPMENT

The Pentagon, however, has kept accurate records on one cost of the war-the
number of UV. aircraft lost between 1961 and 1976. A total of 3,699 fixed wing
planes were lost in combat or accidents during the period, while 4,865 helicopters
were written off by the Defense Department.
Secretary of Defense James R. Schlesinger in testimony before the Senate
Foreign Relations Committee April 15 estimated the cost of U.S. equipment in
South Vietnam through mid-April as $3-billion to $4-billion based on original
cost figures, although he said much of the equipment was damaged.
He also estimated that equipment left behind by South Vietnamese forces
during their withdrawal from some southern provinces had cost more than $800million. Final accounting, he added, probably would push that figure above
$1-billion.
WAR CASUALTIES

Estimates of lives lost in the Southeast Asian conflict reached more than 1.5
million by the end of 1974. U.S. military losses between 1960 and 1974 totaled
46,370, and the figure for U.S. wounded for that period was 303,656. South
Vietnam battle deaths were set at 254,257. Enemy deaths were given as 1,027,085.
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Figures on American casualties were compiled by the Defense Department.
The South Vietnamese command provides Its own and enemy casualty estimates.
The highest number of combat deaths in U.S. history were recorded in World
War II, when 291,557 were said to have lost their lives. In other modem conflicts
the death toll was recorded as 53,402 in World War I and 33,629 in the Korean
conflict.
The war toll among civilians is much more difficult to estimate. Statistics are
scarce.
The following table, a composite of estimates made by the Agency for International Development and the Senate Judiciary Subcommittee on Refugees and
Escapees,' indicates some of the war's effect on the civilian population in South
Vietnam.$
AID
estimated
war
casualty

Subcommittee
casualty

hospital
admissions

estimate
Includin
d ats

1965 ......................................................
1966 ......................................................
1967 ......................................................
1968 .................................................
low .....................................................
1970 ........
................................
1971 ......................... ; ............................
1972 ......................................................
197 ......................................................
1974 ......................................................

50,000
3S0000
49,707
86993
66,002
5,663
5,737
53901
43,166

100,000
150's
175_
3000
200,000
125,000
100,000
200,000
85,000

Total ................................................

553,279

1,435,000

Year

(8)

43,090

Subcommittee
death
estimates

25,000
60,000
60,000
00,00
60000
X000
25,000
65,000
15,000
(9
430,000

IRixt of Senate Judiciary Subcommittee on Refugees and Escapees Humanitarian Problems inSouth Vietnam and
Cambodia: Two Years After the Cease-Flre, Jan. 27,1975.
' General Accounting Office estimate.
IEstimates not available.

VIETNAM WAR COSTS, 1965-76

Following are Defense Department estimates of the cost of the Vietnam war
since fiscal year 1965, including the amount requested for fiscal 1976. President
Johnson began a massive build-up of U.S. military strength in Vietnam in 1965,
reaching a peak of 536,100 troops in 1968. American military involvement in
Vietnam officially ended in March 1973 with the withdrawal of the last U.S. troops
there. The total estimated cost of $140.6-billion includes $134.8-billion for the
1965-73 period of major U.S. involvement.
Fiscal year:
1965
-----------------------------------1966
-----------------------------------1967
-----------------------------------1968...
----------------------------------1969
-----------------------------------1970
-----------------------------------1971
-----------------------------------1972
-----------------------------------1973
-----------------------------------1974 -----------------------------------------------1975 (estimated)
---------------------------1976 (budget request) ...............................

$103, 000,000
5, 812, 0 000
20, 133,
000
26, 547,000,000
28,805,000,000
23, 052,000 000
14,719,000:000
9, 353,000, 000
6,271,000,000
3,110000,000
1, 507, 000, 000
1,232,0001000

Total
----------------------------------- 140, 644, 000, 000
Source: Department of Defense.
U.S. PRISONERS/MISSING

In the following table, the total figure for prisoners of war (POWs) represents the
number of prisoners, repatriated under the Paris peace accords. The yearly listings
show when the prisoners were captured.
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MIA's

POW'S

Yw

4
3
1964 ..........................................................................
74
195
254
a
..............................
1
......................
1•ý,........li
•...........................
:: ...........................................................................
::::::::::::::::::::::: .................
198..................................................................2.......
10
...........................................................................
........
•.......................................
197 ...........................

11

7

1972 ...........................................................................
10
10
197 .................... ....... ,................................................
2
3........................................
...........................
193
Toa......

.....

............................

20:
20
2

59134

The Defense Department listed only 904 men missing in action (MIAs) as of
March 31, 1975. The discrepancy between this figure and the year-by-year total
was attributed by the Pentagon to changes in status of persons originally listed as
missing and later declared dead or returned from captivity.
Source: Department of Defense.
Mr. HARRY F. BYRD, JR. I thank the Senator from California.--

I also ask unanimous consent to have printed in the Record a table
showing that during the course of that war there were no such deficits
as the Congress i contemplating today.
There being no objection, the table was ordered to be printed in the
Record.
DEFICITS IN FEDERAL FUNDS AND INTEREST ON THE NATIONAL DEBT, 1957-76 INCLUSIVE
[in billIom of dollars]
Surplus

I(+1or
Year
1957 ........................................
1958 ....................................
1959 ......................................

..............................................
1960
1961 ..............................................

1962 ..............................................
1963 ..............................................
1964 .......................................

Receipts

Outlays

1-)

Debt Interest

68.8
66.6
65.8

67.1
69.7
77.0

+1.7
-3.1
-11.2

7.3
7.8
7.8

86.6
90.1
95.8

-. 1
-6.9
-6.5
-8.6

9.5
0.3
11.0

75.7
75.2

79.7
83.6
87.2

74.1
79.

_+0o

4.6. -L
90.9
........................................
1965
-.
106.
101.4
..............................................
1966
-1L5
126.8
111.8
1967 ..............................................
-281.4
143.1
..............................................
1968
1L5o5
.. 114.7
143
............................................
1969
14-3.o1
1970
..............................................
-30.0
163.7
133.7
1971 ........................................
1972........................................
1973 .......... 4..............................
1974 ..............................................
19751.............................................
1976' .............................................
20-yr total ...................................

148L8

178.0

161.4
181.2
186.0
19.3

186.4
198.7
229.0
254.2

2,31L 3

2,626.8

-29.2

-25.0
-17.5
-43.0
-70.0
-308. 5

9.
9.3

11.8
12.6
1..0
17.20.07

2 6
21.5
24.2
29.3
32.9
36.0
330.9

fEtlmtfd igure.

Note: Prepered by Senator Harry F.Byrd, Jr., of Virt1nI.
Sour: Ofao Manalement and Budet and DOrtmet of thM Treasury.

Mr. HARRY F. BYRD, JR. Before yielding to the Senator from
Tennessee, I will say that the point brought out by the Senator from
California reinforces my original statement. Once you make a fundamental error-and that was the point of my orgial statement in
regard to Vietnam-an error such as we made in regard to Vietnam

•

getting involved in a ground war there, No. 1, and fighting a no-win
war, a second fundamental error, then you are bound to end in a
debacle.
I feel that we are making a fundamental error in a $70 billion deficit
this year which is going to lead to an economic debacle in the future.'
I yield to the Senator from Tennessee.
The PRESIDINO OFFICER. The time of the Senator from Virginia
has expired. Who yields time?
'Mr. HARRY F., BYR, JR. I would like to have another 15 minutes.
Mr. MUSKIE. I yield an additional 15 minutes.
Mr. HARRY F. BYR-D, JR. I yield to the Senator from Tennessee.
Mr. Bfocx. I thank the Senator for yielding. I would like to com-

ment on the remarks: of the S3enator from' California. We have been
in disagreement, but we have no disagreements now. I believe we have
learned clear lessons with regard .o past mistakes of the Congress and
the administration alike, particularly with regard to Vietnam. I do not
know how to calculate the costs either. But there is no question but
what we will be paying for a long, long time, heeding the Biblical
injunction that the sins of the father will be visited upon the children
for seven generations or so.
-

ONE LESSON NOT MENTIONED

I think there is one lesson, however, that the Senator did not
mention which I would like to draw from that experience. That is
that in 1965 when the President of these United States proposed in a
state of the Union message to the Congress that the American people
could have guns and butter, the Congress very (jickly grabbed that
option and did so. We bought both guis and butter on credit during
the course of the Vietnam war. Now we are paying that price.
I wonder what it is that offers my colleague some confidence that
the Congress will act differently at this particular juncture.
We continue to think that we can have guns, butter, or anything
else on credit and that there is no price.
I would ask the Senator from Virginia if he can tell me of any experience we have had in the 200 years-I do not want to draw the
age of the Senator into the problem, but only his knowledge of the
is society-if there is any experience which we have in
history
which the Federal GQyernment did not have to pay the interest on
its indebtedness that it incurred on behalf of the American people.
We have to pay that interest, do we not?
INTERESTED CHARGE ON DERT

Mr. HARRY F. BYRD, JR. We have to pay that interest, I will say
to the Senator from Tennessee. The budget which is now before the
Senate has an interest charge on the debt of $36 billion, which is equal
'to the total cost of the Department oi Health, Education, and Wt-Ifare,
if you subtract the social security benefits.
Mr. BROCK. One of ny Colleagues, at very distinguished Senator
from the State of Alabama, remarked to me just in passing a few
moments ago that when he first came to the Congress the total Federal
budget was $9 billion.

-
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Now we propose a deficit of the Federal.Government that-i almost'
eight times as much as the total Federal budget when he first came here.
, I believe it-would be,important to the Senate to note that the interest on the new debt which would be created, were this resolution
to become law and were we to implement it with authorization and
appropriation, would be something on the magnitude of a minimum
of $4bfilion and perhaps as much as $6 billion per year. If that is
divided by the number of people in this country who pay taxes, each
one will have to pa $40 to $60 a year for the rest of his life.
Mr. HARRY R. BYRD, JR. That is an astonishing figure that the
Senator from Tennessee has developed. It wipes out many times over
the so-called tax cut that Congress claims it is giving the jpeoule.
WOULD PAY INTEREST MFOR
"-F

Mr. BROCK. That is exactly the point I am making.
If this is prorated as to a family of four, the Senator will find that
their payments for the rest of their lives, per year, as long as they live
on the face of God's Earth will be $120 a family, to pay the interest
on the deficit that is created in their name in this 1 year.
Mr. HARRY F. BYRD, JR. If the people of the United States could
realize that point, they would be marching on Washington in condemnation of what we are doing here now.
Mr. BROCK. The Senator is absolutely right. I appreciate his statements and his sense of integrity in this matter, and I support him
fully.
Mr. BELLMON. Mr. President, will the Snator yield?
Mr. BROCK. I do not have the floor.
Mr. BBLLMON. I yield myself 5 minutes on the bill, and I ask the
Senator if he will yield for a question?
Mr. BROCK. Surely.
COST TO AVERAGE FAMILY

Mr. BELLMON. Will the Senator go through the arithmetic that led
to the last conclusion, that this is going to cost the average family of
four $120 per year in interest charges?
Mr. BROCK. That is right.
Mr. BELMON. The figure has been used that if the deficit goes up
to roughly $65 billion or $67 billion, this will increase the interest on

the deficit to $4 billion a year.
Mr. BROCK. The Senator from Tennessee was using the latest
issue on the Federal funds of 15-year debentures, priced at about
8.25 percent, if I recall correctly, which came out in February, I
believe, and was enormously disruptive to the market. Applying. that
to the Senator's projection of $70 billion or $80 billion, I think we can
come up with a different figure than $4 billion; but if we take $4
billion, we will prorate it down and see where we end up.
Mr. BELLMON. With a population of 200 million, a billion dollars
would cost each man, woman, and child $5 a year. So if the interest is
$4 billion, this would be $20 per'person. For a family of four, it would
be $80.
Mr. Baocx. It will be only $80 if we are lucky.
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Mr. BELLMON. I thought we should keep the record straight.
Mr. BROiK. Fine. I do not accept the Senator's figures; but even if

I do, it would be $80 a family each year, when they get a $200 tax
rebate this year. We gripe about bankers charging people 8 to 10
percent interest.
LESSER OF VARIOUS EVILa

Mr. BELLMON. The Senator makes a good point, and this has been
considered by the Budget Committee. But the conclusion we had to
reach, reluctantly, was that the budget deficit we are recommending
is the lesser of all the various evils; because if we do follow the recommendations made here and cut back substantially on spending, we
prolong the length of the recession and produce a net deficit that is
larger than the one that is anticipated by following the course of action
the Budget Committee has adopted.
Mr. BROCK. Will the Senator tell me how many jobs are involved
in the foreign aid program?
Mr. BELLMON. The foreign aid program involves an uncertain
number of jobs. Much of that money goes for the purchase of material made in this country. It does involve a certain number of jobs.
I do not think anyone could give a precise figure.
Mr. BROCK. If that were logical, if it were an adeute return on the
investment, we should buy everything that people produce in this
country and resell it to them.
Mr. BELLMON. That is unrealistic.
Mr. BROCK. I think we have to look at our Federal expenditures on
a line item basis and see those that are prudent and those that are not.
PURPOSE OF FOREON AMD

Mr. BELLMON. The purpose of foreign aid is not to stimulate the
economy. This has been an ongoing program since World War II. It
is on a lower level than in the past. No economic stimulation is intended in that appropriation.
Mr. BROCK. Show me some other areas where we have economic
stimulation. Show me where the increase in Federal employment,
instead of putting it into the private sector, is constructive.
Mr. BELLMON. The Budget Committee's recommendation maintains
the cap on the increases in Federal employment at 5 percent, as the
President recommended.

Mr. BROCK. The cap on pay raises?

Mr.

BELLMON.

That is right.

Mr. BROCK. But it does not put a cap on the number of employees,

does it?

Mr. BiLLMON. I do not believe the Budget Committee recom-

mendation includes an increase in the number of Federal employees.
CUT FEDERAL EMPLWYXENT

Mr. BROCK. If the Senator will look at the President's budget, on
which the committee's budget is based, he will find that there are
some rather sizable increases. I do not understand why we cannot cut
Federal employment. No one need be fired. We have a turnover of 14
percent to 18 percent a year just because of resignation and retire-
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ment. Why must those jobs be filled? Does not the Senator think that
we could reduce much taxpayer expenditure through that means?
Wherein is the damage to the economy?
Mr. BELLMON. I am not able, from memory, to give the Senator
the number of new jobs included in this budget. I do not recall that
there are any. Perhaps the chairman of the committee would recall.
Are new Federal jobs contemplated in this budget?
Mr. MUSKIE,. The civil service or the new recovery programs?
Mr. BELLMON. Just regular Federal employment. Are we increasing
the number?
Mr. MUSKIE. I do not believe so.
According to the President's budget, the Federal civil payroll in
1950 was 2.5 million. The Federal civil payroll last year also was 2
million. It goes above that in time of war. It tends to level off at that
figure otherwise. That table is in the President's budget. State and
local payrolls have gone up from about $3 billion in 1950 to more than
$11 billion today. So that Government payroll has gone up.
So far as I know, in this budget, outside of the so-called recovery
program and the automatic increases attributable to unemployment
compensation, and so forth, there are no new programs, except the
energy programs in this budget.
Mr. BROCK. I appreciate that, and I will accept the figures.
MASSIVE AGENCY SPENDING

However, I have been in Congress for 12 years, and in those 12
Uears I have watched downtown, from the White House and the
incoln Memorial to the Capitol, just explode with the most beautiful,
new, massive, marble buildings I have ever seen; $150 million was
spent on the Rayburn House Office Building, and that is just a pittance
compared to what they have spent downtown for the agencies. If
all those people were on the payrolls before, where were they housed?
Mr. MUSKIE. In the temporary buildings on the mall. I saw the
temporary World War I buildings come down in the last 2 years and
the temporary World War II buildings come down in the last 5 years.
All I can tell the Senator is thiat this budget document for 1974 shows
2,479,000 permanent civilian employees in the executive branch. The
1976 estimate is 2,488,000. For 1950, it was roughly the same number.
I did not put these figures together. This came in the budget document.
Mr. BELLMON. Mr. President, will the Senator yield?
Mr. MUSKIE. I yield.

COST OF GENERAL GOVERNMENT

Mr. BELLMON. I point out that the total cost of Federal Govern-

ment, everything-[egislative, executive, all the rest-for fiscal 1974
was $3.3 billion, and for fiscal 1976 it was still $3.3 billion. We have not
.changed it substantially at all. There is no place here for any substantial saving. Even if we wiped out all Federal employees and had no
people working for the Federal Government, the saving would not be
significant.
Mr. BROCK. I am tempted by the offer, but I do not think we can
.take advantage of it.
52-059--75---19
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Mr. MUsKIE.c The Senator from Virginia talked about a 35-percent
increase in the Federal budget in 2 years. There was a 20-percent
increase due to inflation.
Inflation does not add a single person to the payroll, not a single
person.
Mr. BROCK. Wait a minute, Senator. It is true that an awful lot of
our increaseMr. MusKIv. It is true, there is a 20-percent increase attributable
to inflation.
Mr. BROCK. And the increases in our Federal spending have been
considerably in excess of the inflation, considerably. And the increases hereRECESSION-INDUCED EXPENDITURES

Mr. MUSKIE. And I shall tell the Senator what some of the other
increases are. There are $15 billion in unemployment compensation
and similar recession-induced expenditures.
Mr. BROCK. Fine. I understand that.
Mr. MUSKIE. And that is included in the 35 percent.
M
The 35 percent is an accurate figure.
What I am trying to drive home to the Senator is its components.
We cannot wish them away, any more than we can wish away the 35
percent. Twenty percent of that was inflation. There is another $15
billion in unemployment compensation and in the other costs attributable to people we have to feed when they are unemployed, and so on,
food stamps, welfare costs. That is $15 billion. I do not know what
that figures out to, percentagewise, but that is a pretty good figure.
Mr. BROCK. If we want to feed those who need feeling--and I
think every Member of this body would like to do that-to help
those who cannot help themselves, then why not deal with the need
for welfare and food stamp reform where people are getting it who are
not qualified or deserving? I can cite some specific examples.
Mr. MUSKIE. I am simply trying to explain the 35 percent number
that the Senator from Virginia used.
Mr. BROCK. I understand the Senator's point.
Mr. MUSKIE. I should think the Senator from Tennessee would

want to know what makes it up. It is not some arbitrary, thoughtless,
irresponsible judgment of those Senators who disagree with us to
increase Government spending. There is a reason for it. We ought to
know the reason.
Senator Byrd will still disagree. He always has been consistent.
So would the Senator from Tennessee. But, at least, let the Record
reflect what these numbers represent.
Mr. BROCK. I am not arguing with the Senator at all. I understand
his statement and I appreciate it. I hope he will give us the same
credit for the same sincerity that he asks that we give them.
Mr. MusKIE. I do not challenge the sincerity of the Senator whatever. I think he is wrong, but I give him credit for sincerity. Mr. BROCK. I appreciate that.
Mr. BEALL. Will the Senator yield?
Mr. BROCK. I do not have the floor.

Mr. MusIUE. I yield 5 minutes to the Senator from Maryland.
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DISTURBED BY INTEREST ON NATIONAL, DEBT

Mr. BEALL. I have heard the arguments of 'the Senator from
Tennessee nd ithe, Senator from New York and the Senator from
Oregon before, and, the Senator from Virginia, and I mu~t say I think
there is an awful lot with whichI agree. fam disturbed by the deficits
and I aim disturbed by the fact that the interest on the national debt
is going to cost $36 billion next year. I do not think we can afford to
create the kind of- conditions in the capital market that are going to
crowd 'out private borrowers, because I think this will have a very
serious adverse effect on the state of our economy. And I am greatly
concerned about the impact all of this has on the great bulk of the
middle-income Americans, who pay a disproportionate share of the
high cost of inflation and pay the greatest proportion of the taxes
that are paid in this country. I think they are. the kind of people
about whom we should be concerned.
MAKE PROCESS BELIEVABLE

I think the Senator from Tennessee, particularly, was concerned
about 'the idea that we should adopt a new concept of budget in
Congress in order that we could carry out our important constitutional
responsibility of, appropriating money for the operation of the Fedetal
Government. If we are really going to be successful in adopting this
new process, I think we have to make it a'process that is believable.
To be believable, the process has to be realistic, and realistically,
I do not see any way that w6 can come up with a Federal budget for
fiscal year 1976 of $340 billion.
If we follow the mathematics suggested by the Senator from New
York and we start, at the point where the President now is in. fiscal
year 1975, we are at $322 billion. If we allow for a 5-percent increase
to get up to the $340 billion, which only takes us up to $338.1 ,billion,
so we have a little room to play there, what do we have?
Well, out of that 5 percent, we have to pay. for additional unemployment compensation, which we cannot do anything about today.
We have to pay it. We have to pay for the cost of food stamps, additional cost of food stamps. We cannot do anything about that today.,
TIGHTEN UP ELIGIBILITY FOR FOOD STAMPS

Something can be done about it, but we cannot do anything bout
it today, and we are recommending in the, report of the Committeeo0n
, the Butdget that something be done about it, because we know that
we can save $1 billion this year if wetighten up the eligibility requirements for food stamps. But we cannot do anything about it, we cannot
propose a budget on what we want conditions to be. We have to propose a budget on the way conditions are today,
Mr. BROCK. Well, we have.
Mr., BEALL. To be realistic. I am suggesing that there is no way
w.e can come up with $340 billion, because unemployment compensation, the additional cost of food stamps and the additional cost of
social sehirity, without removing the 5 percent cal)--and I am sure
this Congress is going' to remove the 5 percent cap-are going to take
us to moMe than $340 billion.
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Mr. BUCKLEY. Will the Senator yield?
Mr. BEALL. In just a minute.
There is no way we can keep within that $340 billion. I think it is
extremely important that, in order to preserve the credibility of this
process, we report to our colleagues conditions as they are and come
up with a budget figure which is a realistic budget figure, one that can
be, that we can live within as we go through the next fiscal year.
Now I am happy to yield to the Senator from New York.
Mr. BUCKLEY. First of all, I wish to point out to my friend from
Maryland that the projections on which we based our alternative
proposal presuppose the full cost of living increase for social security.
I also point out that the items that he mentioned involve a total
of $10 billion, whereas we are talking about an increase in the order
of $45 to $50 billion.
CONTINUATION OF THE STATUS QUO

Finally, if it is the function of the Committee on the Budget merely
to recommend where we are already, a continuation of the status quo,
I am not sure this is quite what Congress, or at least this Member
of the Senate, had in mind when he voted in favor of the machinery.
It seems to me that if the Senator from Maryland agrees that we
can cut $1 billion from the cost of food stamps without cutting anyone from it who is in need of help, this is precisely what we ought to
doing.
be
. The
PRESIDING OFFICER. The time of the Senator from Maryland
has expired.
Mr. BELLMON. I yield an additional 5 minutes.
Mr. BEALL. I suggest to the Senator from New York that we cannot,
in this budget resolution, change the food stamp requirements.
Mr. BROCK. If the Senator will yieldAl'r. BEALL. Let us talk about the figures of the Senator from New
York for a minute. He said he approved the removal of the cap on
social security and he approved the removal of the cap on a certain
amount of unemployment compensation benefits, but I have not seen
the Senator's charts, because they were handwritten, I understand,
and given to the desk. I understand that they were predicated initially
on a lower figure than the initial $322 billion the President now estimates he is going to spend in 1975. It was estimated at about $310
billion originally, or something of that sort, is that correct?
' Mr. BUCKLEY. $313 billion, I think it was.
!' Mr. BEAILL. It is now up to $322 billion. So I think the Senator will
adniit that he cannot stay within $340 billion.
'BUCKLEY. That is why we need to hold the lines
' Mr.
. 'Mr.
BEALL. When we have done that, even accepting a 5-percent
inflation rate, all for 1976-which I cannot, because I think the inflation rate is going to be higher than that-then we have not allowed
f6r aiiy increased cost in any other program of government because of
inflation.
*

'GREAT

CONCERN FELT FOR DOD

The Senator has expressed a great deal of concern, as have I, about
the tremendous strains under which our Defense Department is being
placed because of budgetary restrictions. Imagine what would be
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done to the Department of Defense if we adopt the $340 billion limit
that the Senator is proposing here today. They would not only be not
allowed to increase as the President has requested, they would bb
forced to take a cut additional to the one we have already giveft
them, because they would not have anything built in for inflation
anymore.
Mr. BUCKLEY. I believe, Mr. President, as I indicated earlier in the
debate, before the Senator from Maryland was here, that we can
accommodate the defense requests of the President, making only an
adjustment to reflect the fact that we are talking not about the 15
percent inflation
factor reflected in that budgetary request, but a
much smaller one.
COmmiTEEm PROPOSAL COULD BE RUINOUS

I believe, as I said earlier, Mr. President, that the purpose of the
Committee on the Budget, as I understand it, anyway, is to try to
come up with a prudent fiscal policy for Congress to adopt. I think
that the Senator from Maryland admitted in his opening statement
that what the committee proposes could be ruinous, could break the
back of the middle class in this country, the people who pay most of
the taxes. It could trigger another round of inflation.
Mr. BEALL. If the Senator will yield, I did not say that. I said I
share those concerns, but I think the document we axe bringing to
the floor today protects the middle class, because I think our economy
is in such a state, unfortunately, that it can accommodate a deficit
of about $70 billion.
Mr. BUCKLEY. And crowd oat how many billionMr. BEALL. We crowd out nobody.
Mr. BUCKLEY. I am sorry the Senator from Maryland said that,
because there are some people with deep familiarity with the money
markets, such as the Secretary of the Treasury, and many others,.
who are deeply concerned that a deficit of $70 billion will do precisely
that and inhibit investment in our economy.
TREASURY SECRETARY ELUSIE

Mr. BEALL. The Secretary of the Treasury did not so testify to our
committee. He would not allow himself to be pinned down to a figure.
He just said deficits were bad, and growing deficits were even worse.
When I asked him about $70 billion, he would not answer the question
because he did not know, but I think the testimony before our committee showed that it may be. The bankers who appeared indicated
that we could accommodate a $70 billion deficit.
Mr. BROCK. Mr. President, will the Senator yield?
Mr. BEALL. Yes. I am happy to yield the floor.
Mr. BROCK. No, I would just like to continue with that thought for
a moment.
I think it is possible, if we are very fortunate, to be able to fund
something on the order of $60 billion in deficits without displacing,
but that presupposes no economic recovery; and I think what bothers
me is, what would Congress do, I would ask my colleague from
Mar land, for whom I have enormous respectMr. BEALL. I thank the Senator.

286
Mr. BROCK. What would Congress do if we started recovering
faster than anyone thought, as we have declined faster than any of
these brilliant economists thought? Every one of them told us last
fall, in October, that the problem was inflation, and not to worry
about recession; and here they are, 180 degrees out of phase with their
own remarks.
What if they continue to be wrong? They have obvious talent in
that'direction, on occasion. What if they continue to be wrong, and
we bounce back too fast?
WIL CONGRESS BACK OFF?
Will Congress, at that point, back off and cut down its deficit,
so as not to stimulate the economy, or will it be too late? Or will we
have already spent the money, and it will be impossible to push
inflation back to 15 percent?
Mr. BEA'LL. I think we have already taken that into account in
the committee. If Senators will read the committee report, they will
find that there were proposals that we do more than we did in a way
of recovery measures, and we resisted the temptation. We kept it
down, because we knew we ought to play this month by month,
because there is a possibility that the economy will recover faster
than many people expect. It maybe a V-type recovery. So we resisted
the temptation to do it all now, and decidedthat we will have another
resolution come through here in September, and we can look at the
conditions that exist between now and September and decide whether
at that time we need some additional medicine to be applied to a sick
economy, or whether we ought to go about the business of ending
temporary relief measures.
TEMPORARY MEASURES

Most of the measures included here are temporary in nature,
and would automatically cut off as the economy starts to recover.
I agree with the Senator; I think that is the only type of expenditure
we ought to allow to take place at this time.
The PRESIDING OFFICER. The Senator's 5 minutes have expired.
Mr. HARRY F. BYRD, JR. Mr. President, I have several minutes
remaining. I commend the able Senator from New York, Mr. Buckley,
the able Senator from Tennessee, Mr. Brock, and the able Senator
from Idaho, Mr. McClure, for the amendment which they have
presented.
The pending concurrent resolution provides for a 35-percent increase in spending in a 2-year period. I think that is totally unjustified,
and I support the proposal of the Senator from New York.
Mr. MusKiE. Mr. President, I ask unanimous consent that the vote
on this amendment take place not later than 5:45 .m.
The PRESIDING OFFICER. Is there objection? Without objection, it
is so ordered.
Who yields time?
Mr. BUCKLEY. Mr. President, I yield 10 minutes to the Senator
from Idaho.
Mr. MCCLURE. Mr. President, I have listened to the debate with
great interest, as I listened to the weeks and months of deliberations in
the Budget Committee.

BEST COPY AVAILABLE
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TRIBUTE TO COMMII'EE AND LEADERSHIP

Let me start by saying publicly what I have said on several occasions before, that I have the highest regard for the Senator from
Maine. He lifts conducted the deliberations in a very fair and evenhanded manner. I think the dispassionate way in which the Budget
Committee considered the very difficult questions is a tribute to the
committee and to his leadership. Likewise, I would like to say that
the admiration that I feel for the Senator from Oklahoma and his
leadership on our side of the aisle brings great credit upon the Budget
Committee and upon the Senate itself.
Whatever remarks I have or whatever reservations I have concerning the results of the deliberations are confined entirely to matter of
judgment as to how we apply the factual matter which was presented
to us. As has been noted here today, our disagreements are disagreenients as to whether or not it is right, whether or not the conclusions
are correct, and not with respect to the aims and the intentions of
the members of the committee or Members of the Senate.
DISSERVICE TO A31ERICAN PEOPLE

But it has also been noted here today, and I think should be noted
again, that if our judgment was wrTong as to the kind of budget deficit
that we can have, the stimulation and the crowding out of the opportunities for investment by individuals and by. corporations which
would fill jobs, and by the individual citizens in our country who would
consume the TV sets, the automobiles and the refrigerators, the education for their children, and the various things that individuals of
our country spend their money for, if they are priced out of the
opportunity to do those things by Government spending that deprives
the capital markets of their opportunities, then we will'not only have
done them a disservice-not because we intended to, but because we
were wrong-but we will have put off the economic recovery that we
also devoutly professed to desire.
DO NOT BE•IEVFE BASIC TIUORY

I know that any figure that we have is subject to some kind of disagreement. Any figure we use may be explained, or we may disagree
with it. But the fundamental problem that has presented itself to
some of us is that we do not believe the basic theory upon which this
budget is premised: that somehow Government spending in excess of
its revenues is good for the country.
The Senator from California (MKr. Cranst~on) took occasion earlier
in the day to talk about the terrible results of the spending for the war
in Vietnam, and that that excessive, spending created the conditions
which have caused both recession and inflation; and I agree that hie
was correct.
But if that spending caused that kind of result, why does not this
spending cause that kind of result? Certainly the basic economy of
our country is in a different posture today. I think the only thing
we can really say is that at no two times are conditions exactly the
same. So whatever we look to in the past to 8 uide us today will be
to some degree out of phase with present conditions.

LOOKING BACK fl HISTORY

But let us look for a moment at some of our history. I have some
charts prepared at the back of the room that I would like to refer to.
Government spending is supposed to reduce inflation. It is supposed
to reduce interest rates. And above all, it is supposed to cure unemployment. Refer to the chart over here for a moment, if you will,
in regard to what happened to the unemployment rates during the
Great Depression, with massive Federal spending and deficits in
comparison to the gross national product at that time-much larger
than now. The unemployment rates in 1939 were still 17 percent. If
Government deficit spending was going to cure that problem, why
did it not cure it then?
Let us take another look-and admittedly it is a different period
of time, with different economic circumstances. Again on the same
chart, immediately following World War II, Government spending
went down precipitously. What happened to the uRemployment rates
in this country? They rose for a while, and then dropped off slightly.
And they did that during a period of time that Federal Government
spending went down, not up.
If the arguments of the majority are correct, why did we not have
massive increases in unemployment in that period of time; and, as a
matter of fact, if you will go back and read your history, there were a
great many economists in our country who told us that is exactly
what would happen.
ECON0oI COLLAPSE AVOIDED

As I recall some of the colloquy, President Truman at that time was
advised by his learned counselors if he chopped off all of the Government defense spending at once we would have a massive depression.
He said, "Chop them off." And they said, "But, Mr. President, you
cannot do that, you will cause an economic crash." And lie said,
"Chop them off, cut them off today."
They canceled their contracts, they chopped off the Government
spending, and President Truman, who was not so overly wise that he
did not have some commonsense, recognized what would happen,
and we did not have the increases in unemployment and we did not
have the economic collapse that many of our learned people in this
country had so gravely predicted.
I think we are seeing in this country today a recognition on the
part of many working men and women that they are being cheated
by Government policies by which, as Government spending goes tip
and their wages go up, their real disposable income remains somewhat
constant. As a matter of fact, it has remained constant during most of
the period from 1965 through 1970, as the chart on the left showsi.
It rose from 1970 through 1972, and it has been in a steady decline
since 1972 primarily as a result of Government policies, where real
Government spending went up and the worker's real spendable
earnings remained constant, and then started going down. Those are
facts. Those are just as immutable as any of the rest of the statistics
we are talking about.
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If you want to look at the other chart which shows now how many
hours the average working man or woman worked for the Government, look at the pie-shaped chart up there that indicates that nearly
half of the workers' time is spent in producing the income to pay their
taxes to run the Government.
PAYING THE COST OF GOVERNMENT

Well, it used to be that we celebrated the 4th of July as Independence Day, independence from the Crown of Great Britain. If we
continue with this trend, it will not be long before we are celebrating
Independence Day as being the day in the year when we finally get out
from under the load of government taxation, and we will work the
remainder of the year for ourselves, having worked all of the period
from July 1 to the 4th of July to pay the cost of Government.
We need an Independence Day today, independence from our own
Government's oppressiveness. Overstimulation can choke off our
recovery just when, as the majority report indicates, we see many
signs of that recovery commencing.
Instead we have-land we see now-short-term interest rates for a
rather historic period of time lower than long-term interest rates,
which is simply an indication that the market's evaluation of a long
term would indicate that there will be continued inflation in spite of
the assurances by many in our country that we can have $70 billion
deficits without the continuation of inflation, so I think the market in
itself is evaluating what we are doing here today, and their evaluation
says the majority is wrong.
BEST CHANCE WE HAVE

I was one of those who asked for the assignment to the Budget
Committee because I think the budget process that it sets up may be
the last best chance we have to get control of the budgetary processes.
I participated in government at every level of government. I started
out 25 years ago working for the county and for the school district,
and 22 years ago started working with city budgets, and about 15
years ago started in working at the State legislative level, and I know
how budgets are developed, because all of those levels must work
against one fixed point.
The PRESIDING OFFICER (Mr. Culver). The Senator's time has
expired.
Mr. MCCLURE. I ask the Senator from Oklahoma if he might
yield 5 minutes to me on the bill.
NIr. BELLMON. I yield 5 minutes to the Senator on the bill.
Mr. MCCLURE. I thank the Senator.
The PRESIDING OFFICER. The Senator is recognized for 5 minutes.
Mr. MCCLURE. All levels of government hammer out their budgets
on the anvil of the necessity of achieving a balance, and I think many
of us, who were looking at the budget bill and the procedure which
we are building in in the budget process, were hoping that that would
bring some of the same sense of discipline to Congress, to congressional
actions on the budget.
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LACK OP OISCIPLINE IN BUDGETARY PROCESS

I fear now that I see something that I did not see clearly when that
bill was before Congress, and that is our response, the thing that
really made us look at the budget process was that we had for 14 out
of the last 15 years piled up deficit upon deficit upon deficit, and we
said that is bad. Those were unplanned deficits. They just happened
because of the lack of discipline in the budgetary process, and we said
that is bad; we said that we must change it.
So we adopted a bill that requires us to go through a budgetary
process in which deficits no longer are unplanned and therefore, bad.
We have adopted the politically expedient way of saying, "This
budget is planned for and, therefore, good."
Instead of having the unplanned deficits that cause inflation and
high interest rates, recession and unemployment we will now plan for
good deficits which, by definition, then will do t&e opposite.
The American people are looking at what we are saying and doing,
and they say, "baloney," because, as is usually the case, the American
people are way ahead of the Congress of the United States and oftentimes react with much greater wisdom.
But I want to address myself for just a brief moment to what this
amendment that the Senator and I have introduced does not do.
FORCE CUTS IN SPENDING

I understand that a great deal of the debate today was around the
point that this was going to force cuts in spending. Actually it accommodates an increase in spending of at least $20 billion, perhaps $21
billion, and it may be that that is absorbed by inflation. It may be
that those are for countercyclical or stimulative programs, and it
may be that it is for built-in increases in this program or the other
program. But the fact is under our resolution the total expenditure
would be $20 billion greater than the total expenditure under the
I
present fiscal year. That is an increase.
I think those people who tried to tell us that we have to spend our
way out of the recession are playing a very dangerous game when we
balance the budget in essence in this resolution by a $70 billion deficit
and say, "That is good," because if their judgment is wrong and, as the
Senator from Tennessee has pointed out, there could occur a rapid
economic recovery for which we all hope, that there will be a crowding
out in the private sector as the result of the deferred spending built
into the Government budgets and only a small portion of the stimulative spending in the proposed budget is so automatic that it reduces
with economic recovery.
A large portion of it will be programed and actually spent at the
latter portion of the fiscal year without regard to wlietlier or not the
economy needs the stimulus, without regard to whether or not there
is available capital in the money markets, without regard to whether
that Federal spending chokes off the economic recovery that is
then under way if, indeed, we are successful in getting an economic
recovery at those rates.
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DEDICATION AND SINCERUTY OF STAFF

I think the debate has been useful. I again commend all of the memo
bers of the Budget Committee. I do not question any of them for their
sincerity. I know I have worked with these men and under both the
majority and minority staffs, and I know of their dedication and sincerity and the amount of hard work they put into it, and I just think
the result is wrong.
In our trial run, the Senate Budget Committee demonstrated
clearly that the Congress now has the means to exercise real control
over Federal spending-but in proposing a nearly $70 billion Federal
deficit, the committee also clearly demonstrated a failure to com. t.•
grips with a hard reality the average taxpayer already lives withthat our economy will not easily survive the ravages of that much
Federal red ink. In essence, and in fact, we are placing the taxpayer
in hock up to his ears. Ultimately, he must pay the bill and he knows
it only
too well.
We have
been told by various economists that this $70 billion
deficit will bring prosperity, jobs, and an end to inflation.
That is utter nonsense, and the American taxpayer knows it. And
he will ask one simple question-a question the economists cannot
answer, even with aI the impossible words at their command. The
question: If, after all, deficits are good for the country, for the economy, why have the accumulated Federal deficits of the last dozen
years failed to bring prosperity, provide high employment, and create
stable currency?
MIGHT NOT BE ABLE TO SURVIVE

All we have to do for the answer is look at the accumulation of those
Federal deficits. They have brought on double-digit inflation, the
worst recession in 30 years, and staggering unemployment. And if
we look to the future with any commonsense the addition of this
$70 billion in deficit will bring much more of the same-and we just
might
not now
be able to survive that much more of the same.
We are
seeing real signs of a natural economic recovery. That
natural recovery should be the cause of restraixit and a very cautious
action by the Congress and by the administration.
It can be argued- that a certain amount of pump-priming now might
help get the economy moving. But this $70 billion deficit goes far
beyond any mere pump priming. It will inundate the economy. It
will drown any natural recovery that is now beginning.
Quite simply, when the Federal Government goes into debt, the
money has to come from somewhere. That somewhere is either from the
private money markets, or from the Federal money machine-tho
printing press.
How can we have economic recovery when the money available for
private borrowing is taken by the Federal Government to pay the
interest on its deficit? How can we create lasting employment and
job security when business and industry cannot borrow capital to
expand? Those factors just do not work together. We cannot have
that large a Federal deficit without smothering economic recovery.
If we prevent the crowding Out of private borrowing by speeding up
the printing presses, the dollar is cheapened and the workingman is
robbed once'again by more inflation.
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Clearly inflation feeds recession. We must have a response that
does not just put off the day of reckoning with another round of
inflation or another fall into depression. Clearly' deficits got us where
we are, and they will not get us out. We might not survive what
loonis on the horizon.
FUL AND SUSTAINED ECONOMIC RECOVERY

The American people want us to break out of this dangerous
economic cycle of alternating periods of inflation and recession.
Our goal must be full and sustained economic recovery and not
just another attempt to force a recovery-an attempt that can only
hasten renewed inflation and another round of recession, or worse.
A prerequisite of a solid, stable economy is the exercise of fiscal
responsibility by the Congress. To this end, we offer an alternative
budget designed to hold Federal spending down to $340 billion-a
budget that will hold the deficit to $34.7 billion. The harsh realities
of this Congress and what it will do dictates there will be a deficit.
I do not like it. But in this alternative budget, we are talking about
a deficit we can live with, a deficit the economy can stand.
The PRESIDING OFFICER. The time of the Senator has expired.

Who yields time?

Mr. BELLMON. I yield myself 5 minutes.

Will the Senator from Idaho respond to a question?

Mr. McCLunRE. Certainly.
Mr. BFLLMON. I believe I understood the Senator from Idaho

to say that the Budget Committee's anticipated level of spending
was $20 billion higher than that anticipated by the President?
Mr. MCCLURE. No, the Senator misunderstood.
Iao=R IgVEL OF SPENDING

I said the level of spending under the proposal which the Senator
from New York and I have offered would be at least a $20 billion
increase over the level of spending of this fiscal year.
Mr. BELLMON. I thank the Senator.

I yield back the remainder of my time.
Mr. MUSKIE. Does the distinguished Senator want some time?

Mr. DOLE. Just about 1 minute.
Mr. MUSKE•.. All right, I yield a minute to the distinguished Senator

from Kansas.
Mr. DOLE. Mr. President, I listened with interest throughout the
afternoon and I certainly commend, as everyone else who has spoken
the chairman, the ranking Republican on the Budget Committee, and
the staff of the committee.
I have studied the Buckley-McClure approach and while I am,,
sympathetic and while it has a great deal of popular appeal, it is my
opinion that a more realistic approach is possible.
The Senator from Kansas may propose an amendment that would
reduce the deficit by about $2.4 billion, which I think is realistic.
And that action would depend on whether or not the amendment to
be offered by the distinguished Senator from Louisiana is adopted.
If that is adopted, the net result might be the same, and we would
have about a $67.2-billion deficit instead of $69.6 billion.

.293

OPPORTUNITY TO OFFER CUTS TO PROPOSALS
As a member of the Budget Committee, and having unfortunately
missed the last day because of a rather painful back injury, I think
there was consideration of other figures and there was the opportunity
on that day to offer cuts of any proposals. As I read the record, they
were not proposed.
As the Senator from Maine has indicated, sometimes the eonservative members won, sometimes the liberal members won. The net
result, by and large, I think, was a rather realistic proposal.
While no one likes to discuss a deficit of $10 billion or $69.6 billion,
it seems to be much better to talk about one that has been reduced by
$20 to $30 billion. It just seems in the opinion of this Senator, it is
not the most appropriate cut at this time due to the need to pump up
the economy and end the recession. It is my strong hope that the Senate
can make a cut, but make one more in line with the needs of the
economy.
Mr. DoENICI. Will the Senator yield?
Mr. MusiuE. Yes, I yield to the Senator from New Mexico.
Mr. DOMENWI1. I thank the Senator.
I think my colleague from New Yoik and my colleague from Idaho
know that philosophically I agree with much of what they have said
today.
CONCERNABOUT RECOVERY

It has been tough for me to listen to them, to listen to their concerns
about the private sector, whether we are Foing to crowd them out,
and their concern about whether we will be in the middle of a recovery
and not be able to turn off some of that which was turned on by this
budget.
But I went through 2 months of listening to this, to the details,
and I do not trust economists any more than they do. In fact, I asked
how much they knew about curing a recession and not curing inflation,
and they just about admitted it.
But I think we are missing some very important points if we do not
understand that this budget does not have a significant amount of
new programs that are calculated by law to go on indefinitely.
In fact, I know of no new open-ended program that is funded here.
The major expenditures under this budget are the reasons for the
recession.

They are stabilizers that came in after the depression, that blessed
us with not having 30-percent unemployment, in this kind of ripple
effect recession we are having. If we did not have unemployment, did
not have social security and some of those other programs helping
people, perhaps we would be starting at a 32-percent unemployment
and working up.
We are paying for those programs in this budget.
LAGGING

NRM•PLOYMENT RECOVERY

I admit unemployment recovery lags so that we may not recover
asquickly in this budget when recession abates as we should.
But I would submit to those who are concerned about the fact that
we may get into recovery and not be able to turn things off, we have
not abandoned the portions of this act that would permit the President,
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6 months into next year, to impound some highway funds and send
them over to us, and impound water and sewer. Those are the kind of
programs we put more money in than wanted and we think they are
the kind that have a chance of abating the recession and do not continue on indefinitely.
Mr. TowER. Mr. President, the Senate has a rare opportunity today.
We can prove to ourselves and to the Nation that we have the will to
impose self-discipline and control massive Federal spending.
Tihe first concurrent resolution in the budgeting process, which we
are considering today, establishes the boundaries for Federal expenditures and the level of expected Federal receipts. Several proposals have
been made; one calls for a spending ceiling of $365 billion while the
other proposes a more modest $355 billion spending limit. I contend
that these are not viable alternatives. They offer, respectively, $67
and $58 billion deficits.
TRIPLE EXPANSION IN GOVERNMENT SPENDING

I would like to call the attention of my colleagues to an article
recently appearing in the Wall Street Journal which dramatizes the
magnitude of toa government-local, State, and Federal--spending.
In 1929 U.S. Government spending was $10 billion or 10 percent of
our gross national product. By 1960 this figure rose to $136 billion
or 27 percent of GNP. Since 1960 Federal expenditures have expanded
more than threefold, so that in 1974 Government expenditures totaled
33 percent of GNP or $461 billion. This means that our Government
has put substantial pressure on the real productive resources of our
economy and has handicapped the private sector by taking one-third
of our Nation's total output of goods and services. Combine this
with the pressures of an expanding productive private sector and it is
no wonder that our inflation rate jumped to the highest in decades
last year.
Tile Senate Budget Committee's proposal would increase Federal
spending by more than $50 billion, or 16 percent over the current
fiscal year, and would result in projected budget deficit of close to
$70 billion. This will pose an inordinate strain on the real and capital
resources of our economy and could reflate our economy in 6 to 8
months depending on the timing of our Nation's economic recovery.
Let us look at the present situation. The capital markets are already
nervous over the proposed Federal deficits. This is reflected in the
recent decline in bond prices and the upturn in long-term interest
rates. The implications are that if a large Federal deficit becomes
reality the monetary authorities will either have to accommodate
the increase in Federal borrowing, thus fueling inflation down the
road, or pursue a more moderate expansionary course resulting in
higher interest rates. In either situation the American public is the
big loser.
ALTERNATIVE TO BUDGET COMMIE PROPOSAL

There is an alternative to the Senate Budget Committee's proposal
and one which I strongly; support. TL is the current resolution introduced by Senators Buckley and McClure which calls for a $340 billion
spending ceiling and a deficit. not to exceed $38 billion. : ...
IThis *proposal, though still 8 percent above ,1975 spending, would
impose the necessary discipline on Federal spending which our econ-

omy so desperately needs. If we in the Congress are not willing to
hold the line and set an example for responsible fiscal management,
who will?
This proposal would ease the difficult task of tile Federal Reserve
Board in monetary management.. By making the critical spending
choices ourselves we are passing the buck to the nonelected monetary
authorities who all too often are forced to choose between high interest
rates orpotentially damaging inflation.
In addition, our proposal realistically addresses the long-run needs
of our economy rather than the short-term demands. It recognizes
that a high level of employment is only possible with stable prices.
The notion that a large Federal deficit is necessary to insure a high
level of employment is subject to serious question. Rapidly rising
prices due to overly stimulative fiscal policies are not compatible with
a low level of unemployment.
SOME IMPROVEMENT SEEN

If we in the Congress choose to run a large Federal deficit in hores
of increasing the number of individuals employed we are fooling
ourselves. Though some improvement may be seen in the short run,

it is only an illusion, for around the corner'high prices and high unemployment wait.
The Federal budget has expanded rapidly in almost every area save

one which is the most vital to our Nation's security. That is in the
area of national defense. Defense spending as a percentage of gross
national product has fallen sharply, some think dangerously, in the
last decade. It is now no exaggeration to describe our defense outlays
as a bareb)nes budget. Any further cuts could jeopardize our Nation's
security, especially in this time of uncertain world conditions. Many
of the cuts that have to be made will have to come from the area of
Government that has exploded in recent years.
Our economy is in an extremely sensitive state. Anticipation of a
large Federal deficit is high, while confidence in Congress to impose
reasonable spending limits is low. The total deficit for 1975-76 is
likely to be in excess of $120 billion. This compares to a cumulative
budget deficit in the preceding 10 years of only $100 billion or about
a $10 billion deficit per year.
Most economists agree that there will be a contraction in available

credit in 1976 as business loan demand picks up and the Federal
Government continues its large borrowing. The problem is not in the

short run; there is bmple slack in the economy for noninflationary
financing of a large deficit, at least for the next 6 months. But what
happens after that time, when the economy picks up speed and the
Federal Government continues to borrow and refinance its existing
debt? Someone will be displaced from the capital market and it will
not be the Federal Government, it will be private individual and
business borrowers.
FISCAL RESPONSIBILITY IS ANSWER

A Federal deficit, in the $60 to $100 billion range is inconsistent with
the goals to insure a high rate of employment and stable prices. The
real answer to our economic problems is fiscal responsibility. Congress

must hold, tho liWe on Federal.. penf.dtg..
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Mr. President, to emphasize and clarif the growing impact of
Government spending on our economy, I ak unanimous consent that
the article which I mentioned earlier from the Wall Street Journal be
printed in the RECORD.
There being no objection, the article was ordered to be printed in
the RECORD, as follows:
THE OUTLOOK: REVIEW OF CUtRRNT TRENDS IN BUSINESS AND FINANCE

Government spending. It is big in the news these days. The government they
say, Is doing more of it to boost the economy. So while we wait to see how effective
the boosting Is, and what inflationary side effects It may have, it may be well to
take a long-term look at the historic pattern of such spending in this country.
And to ponder the outlook ahead if the trend continues into the future. The impact
upon what money you have left to spend upon personal consumption of your own
selection may be bigger than you think.
Everybody knows, of course, that spending by government, money that represents taxes on the public's end of the deal, has grown greatly over the years. But,
it may be said, everything has grown. The population has grown. And the GNP.
We are in a trillion-dollar-plus economy now. So naturally government spending
is a lot bigger.
But the story is not that simple. The government spending is getting bigger
faster than most other things. Its total at all levels-local, state, federal-is a
steadily swelling chunk of the entire economy.
The table below traces the record over nearly half a century. The first column
is the whole economy, the gross national product. The second shows total governnient (local, state, federal) spending. The last gives the Fovernment spending as a
percent of the whole. The first two columns represent billions of dollars.
GOVERNMENT SPENDING VERSUS GNP
Year
1929 .............................................................
1940 .............................................................

1950 ............................................................

1960 .................................
1970
' '.............."•.........'."."
1974 ..............................
..............................................

GNP

Government
spending

Percent of
GNP

103
99

10
16

10
18

503
977
1,397

136
312
461

60

284

21
27
32
53

The U.S. is the greatest industrial power on earth. And the "big business"
country, they say. Yet government spending of $401 billion In 1974 was more
than five times the after-tax profits of all the c.rporations in the country. It is
hard to escape the question: "Who's big"?
While spending from the public coffers Increases as a percentage of the economy,
that spent by consumers on things of their own individual choice declines-as a
percentage of all spending. While the shrinkage is not as dramatic as the expansion in public spending, it is there. It is hard to spend on yourself the same dollar
you give to the tax man.
The following table shows the relationship to the total economy (GNP) of all
the money the citizens spend on all their personal consumption-for food, clothes,
housing, services, cars, gasoline, TV sets, medicine, and so on. GNP and spending
figures represent billions of dollars. Percentage figures in this table and the first
one do not add to 100% because there are other types of spending, mainly by
business.
CONSUMPTION SPENDING VERSUS GNP

Year

1929.............................................................
1940
.............................................................

1950o
.... ...................................................
960.
.............................................
1970......................
......................
1974 .............................................................

GNP

Personal
consumption
spending

103
9970

284
503

977
1,397

77

191
325
617
877

Percent of
GNP

74
70

67
64
63
2
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Government spending in 1974 was more than half as much money as was spent.
by the country's 212 million people on all personal consumption things-from
food to footwear.
Closely linked with government spending, of course, has been the growth in
government payrolls. AM with the spending, the climb has not been Just a matter
of keeping up with the population climb which it has vastly outpaced.
In the table below, the first column shows Labor Department figures covering.
all the nonfarm payrolls (000 omitted) in the country, including government
workers. The second column shows those on local, state, and federal government
payrolls. And the third column shows the government workers as a percentage of
the

GROWING GOVERNMENT PAYROLLS

Year

199
.............................................................
1940
.............................................................
1950 .............................................................
1960 ....................................................

1974 .............................................................

All payrolls

Government
payrolls

31,339
3245,222
378

3,065
4,202
6,028

54,232
,20

8,353
12,561

Government
percent of all

9,7
12.9
13.3
15.4
17.7

The recession had reduced total payrolls by 2.5 million as of last month. But
the government figure had actually risen. In March, public payrolls came to 19.3%
of the total.
There are now more people working for government at all levels-local state,
federal-than there are men, women, and children in Now York City, Chicago,
and Los Angeles combined. Their number is greater than the entire population.
of Australia.
MORE PUBLIC EMPLOYEES

There are more public workers today than there are production workers in nil
the nation's factories. There are more than there are on all retail store payrolls.
And there are four times as many as there are people at work on all the farms.
Is all this good or bad? Much of it is necessary. Much is required by urbanization
of the nation. Scattered across the land on farms, people don't need big police
forces. Nor large sanitation forces. But, packed in massive urban concentrations,
they need both. Other complexities of the changing society call for bigger public
payrolls, more public spending.
But how much more? Thi pros and cons aren't argued here. But one thing
seems certain. if the trend goes on and on, less and less of the consumer's money
will be spent as he chooses. More and more will be spent on government through
taxes. Maybe that's what the public wants. But it so, it should not complain
about a sharper bite on "take home pay" by the tax man. You can't eat the same
piece of pie twice.-J OHN O'RILEY

Mr. FANNIN. Mr. President, I am pleased to cosponsor the substitute
concurrent budget resolution introduced by Senators Buckley,
McClure, and Brock. In my opinion, their amendment provides a
rational approach to Federal spending and congressional budgetary
control which I consider more fiscally sound than the concurrent
resolution recommended by the Senate Budget Committee.
The substitute resolution would limit the Federal Government's
total budget outlay for fiscal year 1976 to $340 billion, or $26 billion
less than the level recommended by the Budget Committee resolution.
The substitute would also recommend the level of Federal revenues at
$305.3 billion, or an increase of $7.5 billion over the revenues projected
by the Budget Committee. And it would anticipate a budget deficit
of $34.7 billion, or roughly half the deficit of $67.2 billion proposed
by the Budget Committee.
.Mr. President, there is the story that in the early 1960's former
President Lyndon Johnson summoned to the Pedernales White
House his closest advisers and members of the Cabinet to discuss

•,
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-what to do about*a very liot political potato; namely, whether to
propose to the Congress the first $100 billion' budget in our Nation's
ustory Now, here we are a mere dozen years later, watching the
level of Government spending rise above $350 billion a year--almost
a billion dollars a. day-,and it is the deficit that is heading toward
$100 billion.
DEFICIT GROWING

LARGER

During that dozen years I have been a Member of the U.S. Senate
and I have observed, with increasing alarm, as the spending figures
of our National Government have gone higher and higher while the
deficit has grown bigger and bigger. And I wonder how far this
spending and these deficits can go before the American taxpayers
rise up in anger and the economy of the richest Nation on Earth
collapses. Only once during my years in the Senate has there been a
budget surplus, against 10 years of deficit. I have done all I could as
a Senator from Arizona representing the wishes of the taxpaying
citizens of Arizona, to resist higher spending, to fight against more
Government programs, to cut waste and inefficiency in those Government programs that I do consider essential and to reduce the amount
-of our annual deficit.
As I look at the Budget Committee's report and concurrent resolution, I see that the majority is proposing h.ot just red-ink figures of
almost $70 billion, but a planned deficit of unparalleled proportions.
At least during the past 11 years of deficit, the results were arrived at
' without conscientious effort and conscious planning.
Mr. President, I was privileged to serve as a member of the Joint
Control which
recommended
ConStudy
Committee
Budgetultimately
andtheSenate
the House to
created
legislationon which
ess the
Budget Committees. I favored then, and I strongly support now, the
principle that there must be stronger and more effective congressional
control over the Federal budgetary process.,
SELF-RESTRAINT) SELF-DISCIPLINE REQUIRED

I voted for the Congressional Budgetary and Impoundment Act of
1974 which established the procedures for implementing this congressional reform. But many of us who supported that measure warned
then that, for the new process to work the obligation must finally
rest with the Conress. Without the self-restraint and self-discipline
required of the Members themselves, budgetary reform would prove a
myth, no matter how noble the principle or sound the procedures.
It appears that-many of our worst fears may soon be realized. The
new budgetmaking. procedures are to become effective next year. Yet
in the trial process which the Budget, Committees are now pursuing
we already: see, in this first Oroposed" concurrent resolution, the problems and difficulties that will intensify nextyear. Judgmg by the figures
that the Senate Budget Committee proposes for fiscal year 1976, those
problems and difficulties will be enormous and perhaps crippling to the
.congressional budgetary process. Where is the restraint that.we who
supported budgetary reform hoped for? We certainly do;not find it in
*the now'spendi"g totals presented by the Senate Budget Committee.
1
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SERIOtS 11ESE11VATONS EXPRESSED
Now, I do not intend to denigrate the hard work and long hours
that obviously went into the Budget Committee's report. I am greatly
impressed by that effort, but I do have serious reservations about the
underlying assumptions and methods and the recommendations which
the majority has presented us for consideration.
,'*
I am a fiscal conservative. I make no apologies for my fiscal cohl" servatism. I am also an economic realist. I realize full well that in a
period df recession, particularly when unemployment is high, the
Government has an obligation to do what it can, reasonably and within
certain fixed limits, to stimulate and expand the Nation's economy
and to help foster jobs for the unemployed. But I also realize that tile
problems that we hlave found ourselves in lately, with high unempl'y.
ment accompanied by high inflation, provide good evidence that the
old spending formulas of the past have not been working. In fact, the
fiscal and monetary policies followed by successive administrations
and successive Congresses have led us to our recent economic troubles
and may if continued, lead us to future cycles of chronic unemployment anA inflation and future recessions of even greater proportion
and impact on our taxpayers.
Many of my colleagues in the Congress have long prided themselves
on being full-fledged Keynesians, supporters of the principles of the
late economist John Maynard Keynes. The problem is that they have
followed only one-half of the Keynesian theory. In bad economic times
these Members want the Federal Government to follow generous
fiscal policies and spend the people's hard-earned tax moneys on programs designed to stimulate economic recovery. But when we enjoy
good economic times, these same congressional Keynesians are reluctant to end thole programs or cut back Federal spending to acceptable
levels. Proposals for reducing the budget deficit or planning for a
budgetary surplus are never even considered.

'

BESET BY HIGH INoL4TXON
The result has been that we always find ourselves deeper in debt
and beset by higher inflation. As a result of the unbroken process of
linge Federal budgets' and resulting deficits during the past decade,
we find ourselves in an unusual and troubling situation.
Recent economic reports indicate inflation seems 7to have been
brought substantially under control. Certain economic indicators
and quite a lot of economists and bankers tell us the recession Is
beginningto bottom out.' If this is, in fact, a correct analysis-and I
believe it is-.why must we continue on the path of profligate spending
as the majority s resolution would have us do? Surely we should
have learned by this time that for the Congress to appropriate the
'levels.'of Ifuniding recommienided by the Budget Comimittee will only
trigger another round of intense inflation allowed or accompanied
by recession.
While there Is substantial ' ioney" currently available for private
lending, there will be a genuine credit crunch in coming months if
Federal borrowixik"t'eicdhbs 'themgnittidetanticllit'ed by the majority
Tesolutippn
. , ,

'
.
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'
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PRIVATE CREDIT DEMANDS WILL RISE

Let me reemphasize that while there are differences of opinion on
this point, many economists and businessmen believe our economy
will be on the upswing by the end of this year. Private credit demands
will certainly rise as a matter of course but the lack of borrowingM
capacity will have serious detrimental effects on economic recovery.
This "crowding out" of private capital is a problem the Budget
Committee resolution and report does not face squarely.
Many have expressed the attitude that a carefully directed monetary policy by the Federal Reserve System can avoid any such
crowding out of credit resources. I cannot agree with this view. It is
true that the Federal Reserve has been able to monetize a substantial
portion of our previous deficits as they were incurred. The banking
system, however, can manage only a certain portion of any sizable
deficit. This leaves the Treasury no choice but to enter into the private
money market and absorb virtually all available private funds. What,
money they cannot find there must'be run off the Government printing
presses. Funds borrowed by the Government are no longer available
for the private sector. When industry cannot find capital to borrow,
it cannot expand operations or modernize plants and equipment.
When businessmen cannot expand or modernize, America's worker.
cannot find new jobs, in fact, they may lose their jobs, and the once
dynamic American economy stagnates.
MONETARY POLIY ENLIGHTENING
Mr. President, I shall not dwell any longer on economic. theory or
practice, but I would like to call the attention of my colleagues to
the minority views of Senators Buckley and McClure as set forth in
the committee report. Their discussion of monetary policy is especially
enlightening.
I also share the concerns expressed by Senators McClure and Buckley
that the Senate Budget Committee has not given full and appropriate
consideration to the strategic needs of our Nation.
In light of our foreign policy commitments and the deteriorating
political situation throughout the world, we must maintain the best
possible national defense program. I do not feel the Budget Committee
proposals accomplish this.
I commend the distinguished junior Senators from New York and
Idaho for their excellent discussion of defense matters, with one additional reservation of my own. For years we have been providing a
protective umbrella for most of the rest of the non-Communist world.
We have spent millions of dollars trying to defend not only the nations of the Western World and the perimeter of small states along
Soviet-Chinese borders. We have also been providin a defense shield
for many of the rich, oil-producing countries whicf today have us,
literally, over a barrel. I believe that it is about time we ask these
countries of Western Europe and the Far East, particularly those.
members of OPEC, to assume their own defense obligations.
BLUEPRINT FOR ECONOMIC DISASRM

Mr. President, in summary, I believe that the Budget Committee's
concurrent resolution is not realistic or responsible but is a blueprint'
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for economic disaster. The Buckley-McClure-Brock substitute places
in proper perspective our national needs and priorities and our ability
to meet these needs and priorities. Furthermore, it strikes a better
balance between our domestic, economic, and defense requirements.
For these reasons I urge you to join me in supporting the amendment.
The PRESIDING OFFICER. The Senator's time has expired.
The hour of 5:45 p.m. having arrived, the question is on agreeing
to the amendment of the Senator from New York (Mr. Buckley).
The yeas and nays have been ordered and the clerk will call the roll.
The assistant legislative clerk called the roll.
Mr. ROBERT C. BYRD. I announce that the Senator from Arkansas
(Mr. Bumpers), the Senator from Kentucky (Mr. Ford), the Senator
from South Carolina (Mr. Hollings), the Senator from Kentucky
(Mr. HIuddleston), the Senator from Rhode Island (Mr. Pell), and the
Senator from Missouri (Mr. Symington) are necessarily absent.
I further announce that, if present and voting, the Senator from
Rhode Island (Mr. Pell) would vote "nay."
Mr. GRIFFIN. I announce that the Senator from Delaware (Mr.
Roth), the Senator from Virginia (Mr. Scott), and the Senator from
Connecticut (Mr. Weicker) are necessarily absent.
The result was announced-yeas 21, nays 69, as follows:
[Rolleall Vote No. 158 Leg.]
YEAS-21

Garn

McClure

Cannon

NAYS-69
Gravel
Griffin
Hart, Gary W.
Hart, Philip A.
Hartke
Haskell
Hathaway
Humphrey
Inouye
Jackson
Javits
Johnston
Kennedy
Leahy
Long •
Magnuson
Mansfield
Mathias
McClellan
McGee
McGovern
MeIntyre
Metcalf

Mondale
Montoya
Moss
Muskie
Nelson
Pastore
Pearson
Percy
Proxmire
Randolph
Ribicoff
Schwelker
Scott, Hugh
Sparkman
Stafford
Stennis
Stevens
Stevenson
Stone
Taft
Tunney
Williams
Young

Bumpers
Ford

NOT VOTING-9
Huddleston
Pell
Roth

Scott, William L.
Symington
Welcker

Allen
Bartlett
Brock
Buckler
Byrd, H1tarry F., Jr.
Curtis
IFannin
Abourezk
Baker
Bayh
BeaU
Bellmon
Bentsen
Biden
Brooke
Burdick
Byrd, Robert C.
Case
Chiles
Church
Clark
Cranston
Culver
Dole
Domenicl
Eagleton
Eastland
Fong
Glenn

Hollings

Goldwater
Hansen
Hatfield
Helms
Hruska
Laxalt

Morgan
Nunn
Packwood
Talmadge
Thurmond
Tower
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So Mr. Buckley's amendment (No. 374) was rejected.
Mr. LONG. Mr. President, it is now almost exactly 2 years since the
Joint Study Committee on Budget Control issued it§ final report
calling for the creation of an entirely new process designed to permit
Congress to look at the budget as a whole and to set priorities which
would be reflected in its actions on individual legislative measures.
I was pleased to serve as one of the vice chairmen of the Joint Study
Committee and to strongly support its recommendation. Last year,
the new congressional budget procedure was made a reality through
the enactment of the Congressional Budget Act of 1974, and the first
fruits of this new process are now before us in the form of the first
concurrent resolution on the budget for fiscal year 1976.
I have examined the text of Senate Concurrent Resolution 32 and
its accompany report, and I want to congratulate the chairman and
members of the Budget Committee for'the thoughtful effort and hard
work they put into it. Because this is a new procedure, the present
resolution represents only a down payment on the full congressional
budget process which will be effective for future yeirs.
AWARE OF LWITATIONS

As chairman of the Committee on Finance which has jurisdiction
over virtually all Federal revenues and over programs involving
more than one-third of all Federal expenditures•, [ am acutely aware
of the limitations which exist on our ability to project income and outgo
under existing law, let alone under various legislative proposals. To
begin with, all projections are necessarily based on assumptions
concerning the gross national product, inflation, unemployment
rates, income level s, and so forth. Different economists have different
expectations in these areas even when their estimates are given as of
the same time; and, of course, the passage of time can quickly make
estimates obsolete.
I am pleased that the Budget Committee recognized and stated
explicitly in its report that revenue estimates and estimates of outlays for social security, unemployment compensation, and a number
of other programs are only estimates, a set of figures which appear to
be the most reasonable according to the information available. We
have to recognize, however, that even slight changes in economic condi.
tions can have a strong impact on our estimates. If levels of income
and profits rise, we can expect increased revenues and smaller deficits.
Similarly, if our estimates as to unemployment rates prove to be somewhat wide of the mark, we can certainly anticipate that the estimated
expenditures for unemployment compensation will have to be adjusted.
MAINTAINING PROPER BALANCE WILL 'BE DIFFICULT

The congressional budget process is intended to deal with the larger
elements of the Federal budge t-aggregate revenues and expenditures, deficits and debt levels, and not to be an attempt to substitute
for or foreclose the detailed decisionmaking which the various committees and the Senate must undertake as the year progresses. Yet the
Budget Committee report gives some indication of the assumptions
on which their aggregate figures are based, and I suspect that throughout the years to come one of the most difficult parts of the congres-,
sional budget process will be maintaining a proper balance between an

overly detailed approach and an overly abstract approach. •n this

respect, I think the current efrt of the Budget C6nmittee has set

an admirable precedent.
In particular, I am pleased that the Budget Committee figures follow the advice of the Finance Committee, in assuming that the Cbngress
will not enact the President's proposal to cut back the social security
cost-of-living benefit increase and to cut back in the medicare, medicaid, and social services programs.
HEALTH INSURANCE FOR UNEMPLOYED

I note that according to the committee report, the Budget Committee figures are based on the assumption that no legislation will be
enacted this year providing health insurance for unemployed persons.
Perhaps the $1.8 billion recommended by the Committee on Finance
to the Budget Committee is not the right figure, but I believe the
Congress will be acting on this issue within a month and if we are
serious about the new budget process, we should make allowance for
actions we are likely to take.
I am also concerned that the Budget Committee, on page 83 of
its report, states that:
. The Committee's recommended outlay level includes an estimate of $1.8 billion
in savings that could be realized through administrative improvements in the
food stamp program and through legislative improvements in AFDC, OASDL
and Federal employee retirement programs.

I do not know what the Budget Committee had in mind but it
seems to me that this is an unrealistically high estimate of savings in
these programs through legislation. Cso
Altogether, I feel tlat the Budget Committee's report and resolution represent a very great stride along the road of implementing a.
truly effective congressional budget process. Although in this first
year we are dealing with an incomplete procedure, I think no one.
will make the mistake of thinking that this is simply a theoretical
exercise. The Budget Committee is to be commended for a diligent.
and conscientious Job.
Mr. President, I call up my amendments at the desk, and I ask
unanimous consent that they be considered en bloc.
The PRESIDING OFFICER. Without objection, it is so ordered.
AMENDMENTS OF SENATOR LONG

The amendments will be stated.
The legislative clerk read as follows:

-'The

Senator from Louisiana proposes amendment$.

The amendments are as follows:
On page 2, lines 2 and 3 delete,", and $69,600,000,000 if the revenue measures
referred "to in paragraph (4) are extended and, enacted".
On page 2, line 5, delete' and, if certain provisions of the Federal Tax Reduction
Act of 1975 are extended to 1976 and additional taxes on energy are enacted, the'
level of Fedetal revenues will be $295,400,000,000".
On page 2, lines 11 through 13, delete "and $620,000,000,000 if the revenuemeasures referred to in paragraph (4) are extended and enacted".
On page 2, lines 21 through 23 delete "and $65,600,000,000 if the revenuemeasures referred to in paragraph (4) of such section are extended and enacted".
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Mr. LONG. Mr. President, I ask unanimous consent that Michael
Stern be permitted the privilege of the floor during the consideration
-of this amendment.
The PRESIDING OFFICER. Without objection, it is so ordered.
Mr. ABOUREZK. Mr. President, will the Senator yield?
Mr. LONG. I yield.
Mr. ABOUREZK. Mr. President, I ask unanimous consent that
George Rucker, of the Budget Committee staff, be permitted the
privilege of the floor.
The PRESIDING OFFICER. Without objection, it is so ordered.
Mr. CHILES. Mr. President, I ask unanimous consent that a
member of my staff have the privilege of the floor.
The PRESIDING OFFICER. Without objection, it is so ordered.
TOO EARLY TO PREDICT OUTCOME

Mr. LONG. Mr. President, I am concerned that the pending resolution makes some assumptions about the revenue effect of energy and
other tax legislation the Senate will be consideringlater this year. I
think it is too early for us to predict the revenue effect of this legislation. We will have a second budget resolution in the fall, and we will
have an opportunity to consider the effect of further tax legislation
in light of economic circumstances at that time.
My amendment would simply delete the language in the resolution
referring to the possible revenue effect of upcoming legislation.
I have discussed this matter with the distinguished manager of the
bill, and I believe he is willing to accept the amendment.
Mr.NIMUSKIE. Yes.
Mr. President, I have discussed this matter with the distinguished
Senator from Oklahoma (Mr. Bellmon) and with members of the
committee on both sides, and we are willing to accept this amendment.
Before doing so, I should like to take a few moments to explain why
that language was included.
In the first place, under the Budget Reform Act, it is our responsibility to estimate revenues and to recommend changes that may be
consistent with what we believe to be the interests of the country.
INFORMATIONAL LANGUAGE INCLUDED

In this case, we included this language for informational purposes.
We understood that the tax cut approved by Congress this winter
extended only through the first half of fiscal 1976 and that the probabilit)y was that it would be extended into the last half of fiscal 1976.
We felt that we could not discharge our responsibility without reflecting that possibility in our resolution.
Second, it was clear that energy taxes of one kind or another were
under consideration by the administration-indeed, the administration had imposed some. On the House side, the Ways and Means
Committee was considering some energy taxes and we felt that we
should indicate the possibility of some energy tax revenues accruing to
the Treasury in the latter part of the fiscal year.
We wanted Members to understand that if tax actions of this order
were enacted, the impact on the deficit would be to increase it by
$2.4 billion.
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HAPPY TO SUPPORT AMENDMENT

However, our point having been made, and the information having
been conveyed to the Senate with all Senators understanding that
possibility, I see no reason to insist upon inclusion of the language
in the resolution; and I am more than happy to support the amendment of the distinguished Senator from Louisiana, the chairman of
the Committee on Finance.
Mr. BELLMON. Mr. President, I join the chairman in accepting the
amendment.
I believe it is important to invite the attention of the Senate to
the fact that the Budget Committee tried every way it knew to lay
out the record so that the full Senate would know what is involved
in this budgeting process. We tried very hard to be candid and straightforward, to the extent even of reducing the present anticipated
revenues from the sale of Outer Continental Shelf leases by $4 billion.
This would have made our deficit $4 billion less than it is. This is the
reason why we have the figure that the Senator from Louisiana is'
now moving to remove.
I agree with the chairman that the point has been made and that
the Members have been informed as to what the situation is, and I
join in accepting the amendments.
Mr. MUSKIE. Mr. President, I think we are ready for a vote on
the amendment of the Senator from Louisiana.
The PRESIDING OFFICER. Is all time yielded back?
Mr. LONG. I yield back the remainder of my time.
Mr. MUSKIE. I yield back the remainder of my time.
The PRESIDING OFFICER. The question is on agreeing to the amendments of the Senator from Louisina.
LONG AMENDMENTS AGREED TO

The amendments were agreed to.
Mr. ROBERT C. BYRD. Mr. President, I simply wish to state for
the benefit of the Members that there will be no more rollcall votes
today.
Mr. MusKIE. Mr. President, I yield 15 minutes to the distinguished
Senator from Illinois
Mr. PERCY. Mr. President, while the acting majority leader is in
the Chamber, together with the manager of the bill and the ranking
minority member of the Budget Committee, it is possible to get some
idea as to when we might have a vote on passage of the bill tomorrow?
I presume that passage will occur tomorrow. It will be appreciated
very much by the Senator from Illinois if it is possible to have the vote
no later than 3:30 tomorrow afternoon.
Mr. MUSKIE. There are two possible amendments, one which is
being considered by Senator Dole, and another by Senator Mondale.
The Dole amendment may not materialize, but that is not finally
resolved. I have asked Senator Humphrey, who is a cosponsor of the
Mondale amendment, if they could begin discussion of their amendment at 11 o'clock. There are 2 hours allotted under the order to an
amendment. We could, of course, grant some additional time under
the bill.

I made the pointt6 Senator
iflHutphrey that-wet would like to have a
final vote on that amendment substantially before 3 o'clock if possible.
'think' thit 'w6`uld aiobinbdi" e tllesenatox• from llindis if it
Mr. PERCY. It would be very much appreciated indeed. I shall
.speak this eve~Ing for 10 or'15 rmiutes to ac661erate the process
torrtorr'w, then.
'
The PRESIDING. OFFICER. Who yields time to the Senator from
Illinois?
Mr. BELLMON. I yield the Senator 15 minutes on the bill.
Mr. PERCY. Mr. President, it is with a great deal of personal
satisfaction and a sense of real accomplishment that I rise to participate
-in this opening day of debate' On the first of what I hope will be a
great many nrst concurrent resolutions on the budget."
IMPORTANT REFORM OF CONGRESSIONAL PROCEDURES

As the distinguished managers of the resolution well know, I
,devoted a great deal of personal effort to the passage of what I considered to be the most important reform of congressional procedures
since the Civil War. I enjoyed very much working with my colleagues
on both sides of the aisle on the Committee on Government Operations.
The very able Senator from Maine, the chairman of the Budget
,Committee (Mr. Muskie), and I worked very closely together on this
legislation in the Government Operations Committee [with its chairman] (Mr. Ervin). I am proud of this result of our work. The first
,concurrent resolution is the keystone of the process we created.
* Though we all recognize that this is' the "trial run" of the new
budget processes, which will not become fully effective until next
year, I think the Budget Committee has set the correct course.
The authors of this reform intended these processes to bring order
out of an increasingly apparent fiscal and budgetary chaos. Faced with
apparently undisciplined spending, increasing debt, higher taxes,
Tunaway inflation, and dwindling purchasing power, Americans had
come to the perfectly logical conclusion that we were failing in our
constitutional duty to manage the national budget. These criticisms
-were summed up by the respected Committee on Economic Devel.opment in a way which had a particularly strong impact on me.
QUOTATION USED CONSTANTLY

This is a quotation that I have used constantly throughout. thet
-country over a period of many months in trying to convince the
,country, the U.S. Chamber of Commerce, the National Association
of Manufacturers, the UAW, the AFL-CIO, the United Steel Workers
and other organizations, of the necessity of having this budget process.
The CED had this to say:
The present congressional approach to fiscal affairs Is indefensible. When
budget decisions are extended long past the beginning of the fiscal year for which
they are intended, when there is no congressional mechanism to. tie revenues and
appropriations Into a coherent pattern, when no legislative procedure exists to
initiate actions based on a comprehensive view of the economy, then national
.stability Is endangered.

4',

We answeredd te,'hesilirsh judgmenits with the Corigression~al• Budget

%4.

ind ImpI kidhient Contrbl Avct. We are answering them agaill to dy
in this ci•bi.
I cannot commend too highly the managers of the bill, and all
members of the Budget ,(Cdliimnttee. I 'think 'they have produced a
remarkable document, a fiscally responsible document.
I regret. tliAt 'some -adiWiiistprion 'spokesmen hive characterze4
.tlus
asri e6cssively deficit b'idget'. disagree. 'When thd perhaps
-unrealistib assumptIdns'unrderlyi' the deficit projected bv the Ptedident are taken 'int'6 account, the defcclt projected- by thi§ firt concurrent resolution i extremely close'to the administration's projection.
.. EiTBERfATIONS iA-AR N"1IM nREALISTt"

The 'deficit projectedby this, first concurrent resolution is extremely,'close to the administration's pro ections. I think. that -time
will show that the Budget Committee's deliberations' have been far
more realistic than the OMB' have, been in the presentation of thb
Presidenit'g' program 'to Congress and to the American people. I will
join' my olleagues in r'futing any insinuation that this'is 'an irresponsible document.
On the contrary,' it is a politically exceptiotial document. I hgvei'n
acutely clear understanding of 'the intense, diverse, l)olitical pressures
that w.re -focused on' the Budget Committee. The drafters of 'this
legislation intended that.. We also anticipated thatt .the Budget Committee would act in A statesman like way, and it has.
There il one, sense in \Which the budget document seems of particular
value. The concurrent! resolution, when passed, will be the ,formal
expression of CongreS 'on' national fiscal issues. It, and the processes
and institutions'thiat' back it up, now permit Congress to speak' with
one voice on fiscal policy. The concurrent resolution tells the'Amefiican
people and' thd executive 'branch what our judgments are about
'national fiscal needs. 'It is going to go a long way toward ,keeping everyone honest.

'

'

,

•

ESTABLISH GUIDELINES AND GUIDEPOSTS

Of all of the comments that I made at the luncheon today at the

<

'U.S. Chamber of Commdrce; the one that drew the strongest'and most
instanteoW and enthusiastic response was when 'I 'said they will
always remember this day, the first day of debate on a concurrent
resolution that the Senate ofthe United States has' gotten on a bill
that the Chamber, in its filial deliberation on this bill and measure',
strongly supported 'as being in-the national interest and certainly, the
first major attempt in many, many years to have Qongress establish
a spending goal and establish' revenue and spending levels and a
national. debt level in perspective before it even considers th- 'detail
'6f the budget.' We have some' guidelines now and some guideposts.
Certainly the vote on the first amendment offering, an historic amendment--I am sure we shall have more exciting votes than that'in the
future, btit, it'wAs an indication that there was a strong vote of confidence for the judgment'of this committee.'
If I have one regret about this first concurrent resolution, it is
that it 'does not contaili the functional subtotals that are instead
,contained in the' report at age 37. I think inclusion of, the subtotals
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in the concurrent resolution would have permitted a more realistic
debate. But I respect the judgment of the Budget Committee that in
this trial run it is wiser to limit the debate to the aggregate figures.
SENSE OF DRA3A AND DEBATE

As I went through the record of the hearings-I certainly commend
to my colleagues for reading the views that are available, the condensations and summaries that are available in the Congressional
Quarterly on it, I think they will get a sense of the drama and debate
and exchange of ideas that went on in those hearings-I think that. I
wanted to be a member of the committee, I wanted to live through the
experiences. I think my concurrence would have been the same after
watching the flow of that debate, that this was the main goal that
we should work on and that the next one that we present, next year,
obviously, is the time to move in with those functional subtotals that
will be difficult to arrive at-but again terribly good discipline for
us to have, guideposts which we can go by.
I do not believe that any of us anticipated that the first, "trial"
run for our new process would face such overwhelming difficulties.
I ask the distinguished chairman: When we were drafting this bill
did we anticipate that its first test would take place in an economic
environment worse than any since the Gieat Depression?
This may be the worst of times for this test to take place, but in
another sense it is also the best of times. If the trial run succeeds inl
this climate, as I anticipate that it will, I think we can expect that our
new processes will work when fully in force next year.
I must say that, as the economic conditions unfold, I have felt a
a sense of disheartenment that this would be the first challenge of the,
Committee on the Budget. I had hoped that we could start the history
of this new chapter in the fiscal life of Congress with a balanced
budget-that goal that we always dream about, that we always talk
about in our political campaigns and never seem to get hold of when
we take the floor in the House of Representatives or in the Senate.
FACED WmIT

CLIMATIC DEPRESSION

But, on the other hand, I have to bury my dream and recognize,
what if we did not have the Budget Committeed Today we are faced
with one of the greatest climatic experiences, economically, that we
have had since the days of the so-called Great Depression. Never
have we had an economic environment that has been any worse
except in that particular period, nor more difficult to appraise or
analyze. It has caused every economist in the country to wonder
whether economics really is a science. Maybe it is more an art than a
science.
But what if we did not have this whole budget process installed?
It would be much worse. And rather than dealing in the best of times,
with the possibility of a balanced budget, maybe from the standpoint
of the learning process we are going to have to go through, it was just
as well to have it in the worst of times; and certainly these are the
worst of times.
A more personal observation: At the beginni of this Congress
when the Republican Caucus adopted rules that effectively prevented
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the more senior members of the minority from taking seats on the
Budget Committee I regretted that I could not participate directly
in the implementation of the reforms we had conceived. However,
I must say to the ranking minority member, my friend from Oklahoma,
that I have great admiration for the job he and the other members
of the minority have done.
Certainly when we look at the members of the minority and we see
the fact that seniority is low by experience in all levels of government,
yet from the standpoint of judgment and background, we certainly
have a fine complement on the minority side in the Senator from Oklahoma (M~r. Bellmon) as ranking minority member, the Senator from
Kansas (Mr. Dole), the Senator from Maryland (Mr. Beall), the Senator from New York (Mr. Buckley), the Senator from Idaho (Mr.
McClure), and the Senator from New Mexico (Mr. Domenici).
PROUD OF BUDGET COMMrrTFE WORK

1 do not think the chairman will mind my repeating in the confidence
of this Chamber this evening, when there are few of us left, the comment that he made to the Senator from Illinois that he was extraordinarily proud of the work that has been done by all members of the
Budget Committee, and was particularly pleased with the spirit of
cooperation and the way that the minority has worked with the majority in this regard, and the seriousness with which they have taken
their responsibilities.
I admire it tremendously myself, and I have to reluctantly conclude
that the decision of the caucus was absolutely correct. The more junior Republican members have had the time to focus their attention
on it, and have done very well indeed, and this early in their Senate
careers to have assumed a position on an important committee such
as the Budget Committee, with the enthusiasm and the effort they
have put into it, will in the end offset the fact that there could be more
senior Members, possibly, serving on the committee, but it is a lot
better to have those Members there who have the time and the real
interest., and who look upon this as a major committee assignment,
rather than as a second or third committee, as it might have to be
with the ranking members of other committees.
Mr. MusKiE. Mr. President, will the Senator from Illinois yield?
Mr. PERCY. I am happy to yield.
Mr. MUSKIE. As the Senator knows, I had hoped that he might
represent the minority on the Budget Committee. We had worked
together for long months in writing the budget legislation, and I had
come to greatly enjoy the association with the Senator from Illinois.
But having said that, I must say how enormously impressed I have
been by the contributions of all the members of the committee, and
especially those on the Republican side.
CHALLENGE

TO BE FACED

I say "especially" because I suppose I would expect a certain ideological and partisan strain across the party lines, but I have not found
that at all. I have found all the members of the committee on both
sides to regard the matter as a challenge to be faced. We have all
regarded this as an exciting and stimulating educational experience.
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Itli.nk .it was nibre .than just the- responsibility thAt,prompted the,
niembers to, attend the committee sessions, o religiously, but they did
attendd, and I think beyond that they, enjoyed it.!,,,
. Speaking personally, I have learned tuore about, the, ov,erafl perspec-.
tives that one must have, in dealing, with our Qovoernment than I
ever knew before. So it has been a real personal, pleasure. for me to.
deal with spcel people as the distinguished Senator from; Oklahomh,
whom I happened to know well before and whom I now count not only

!i ,.
.I .I
as a valued coileaguo, but as a friend.,,
. So, if I, could not. have the distinguished Senator from Illinois as
the., ranking minority member,. I was: most, happy to. hav. the, distinguiphed Senator from Oklahoma.'
M...PmRcY. As 4mong the three of ps, we represent the West, the
Midwest, and the Fiast..I
think that is a, great spectrum, and I think
point.
that is the important

So I intend to.! support the concurrent resolution, and to vote
against amendments which would alter it.
, I believe it sets out a realistic and economically' soutid program for
Federal budgetary policy as we beginfisctl- 1976.
SHOULD) NOTrINI6E PROJECTED RECOMMENDATION

I do not believe, the projected deficit,'should be raised fromtte level
recommended by the committee. While I appreciate the movitation
of those who believe a greater Federal effort should be lade to counter
the recession, a significant effort is already. underway..,,
The first rebates from the $22.8 billion, tax reduction bill will soon be
received. Approximately, $6 billion in emergency appropriations for
additional public. service, jobs ,nd! accelerated ,public works projects
will soon 1e available, Our unemployment compensation program has
been extended and expanded, -as have other programs to assist those
out ofwork., We should, allow hlie programswe, have initiated to take
hold and assess their' impact before piling more progrttnis and spending
on top. of them.,

,

Certain counter-recessionary proposals-such as fiscal relief for

State andJlocal gQvernments--may prove to be necessary and if so I
will support them. However, I will attempt to support such programs
within the otitlay, ceiling recommended ,y the Bývdget Committee. If
additional counter-recessionary programs are needed, less essential
spenhding'slhould be postponed.
WORK FOR REVENUE SHARING 3MASI•RE

.

,I wil also wQrk to include revenue raising
,.m
measures
any tax
Reform bill adopted this yer. If ,the CopVgress,.extends portions of
the'Tax Reduction! Action a permaiu nt.
-4 shhould:pay for the
tax cuts with permanent tax increas'eS'.' Nonrecessionary revenue
raising ineasures could M.clude all in
l in, tl~e excise tax on alcohol
and tobacco. Additional revenue
. ec
o
bei"raised, and our energy
posdiro improved, through a substantial tax, on gsolitte ..

-

,

,, Certainly, between now and the! time .of -the:second, concurrent
resolution, which would be in Septewber, we will have;, chance to

Alppraise and assess, -and, I foxtone, will beworking earnestly, if the
economX, cta. absorb ito to ,tidways to: g1,e
I ,hisignp just as promptly
as we possibly can.

Certainly in an arewtwhere we havonqt iue•dae
the tax on gasoline
for 23 years, where we have not increased thiie tax on alcohol for 23
years, and where 'we hivd not increased the tW~x on. 'cigarettes for'23
years, relatively speaking, they are the lowestipriced products in the
world'. We literally, in! a, sense: subsidize them.: I think -there is no
reason not to properly tax those productsbnd try to bring therevenUe
.
more in line with oir: expenditure 1lvels,-.
ýWhile it is tragic for any worker to be without a job, it will be even
more tragic if in our efforts to reduce unemployment; quickly we lay
the base for a new round of inflation-caused recession several years
hence.
'DETERMINE CORRECT LEVEL OF OUTLAYS'

. In addition, I think it wouldset a bad precedent, and one contrary
to the intent of the Budget Reform Act, to "trigger" different levels
of spending and revenues on the basis of unemployment or other
economic indicators. A number of factors, including unemployment,
must be weighed in determining the correct level ofoutlays, revenues
and deficit. I do not believe it can be done properly on, the basis of a
simple formula. It is the responsibility of the Bbudget Committee to
continue to analyze budgetary and other economic data and to present
additional recommendations to the full Senate in its second concurrent resolution. If we build a triggering formula into the first concurrent resolution, there is little point in the Budget Committee proceeding; indeed, there is very little point to the entire process.
I am also opposed to any significant reduction in the committee's.
recommended deficit level. The $67.2 billion deficit recommended is
higher than the administration's figure of $60 billion only because of
a more realistic assessment of, economic assumptions and estimated
program costs. In addition, the full amount of the ýdeficit can be
attributed to the economic downturn. If the economy werm operating
at full employment, outlays Would be $15 billion lower and revenue.
would be $53 billion higher. To attempt a significant reduction in
the recommended deficit level would be recessionary.
CUT IMPOSSIBLE AS PRACTICAL MATTER

•"

An Outlay cut in the amount of $25 billion would, in my opinion
be impossible as a practical matter. On a constant dollar basis it would
require a cut in program costs from their fiscal year 1975 level and thus.
a significant cut in personnel and services. In addition, the cut would
have to come from the 28 percent of the Federal budget that is
controllable" further exacerbating its impact.
While I look forward to the day when we can enact a balanced
Federal budget, economic realities make this impossible and unwise
now at a time of deep recession.,
In conclusion, I suggest the recommendations and the work of the
Budget Committee. I urge my colleagues to do so..
I commend most highly' our distinguished chairman. and our dise.
tinguished ranking minority 'member for the extraordinary, work they
and the members of their committee have done in the past-few months
to bringus up to this stage.
r, BELLMON. Mr. President, will the Senator yield?,
Mr; PaRcy; I am happy to yield.

SFOHAT'ION OF BUDGET LEGISLATION

Mt. BELLMON. I thank the distinguished senior Senator from
Illinois for his kind comments. I know a little of the great contribution that the Senator made in the formation of the budget legislation
which the Senate approved last year.
I regret that the Senator from Illinois is not on the Budget Committee. He could have made a great contribution to this committee. But,
in all honesty, I must confess that I count it somewhat a fortuitous
development that things worked out so that I could become the ranking member. It has truly been a great experience and, as Chairman
Muskie has said, it has been a learning experience for all of us.
Senator Percy has had wide experience in government, and before
coming to the Senate he had an illustrious career in the private sector,
and clearly could have made a great contribution to the deliberations
of the Budget Committee. As I say, I am sorry he was not able to
serve on the committee because of the other important committee
assignments he has.
I would like to say to the Senator that, having served with the
committee now since the first of January, I am convinced that the
members of the Budget Committee are determined to live up to the
high expectations that those who perfected the Budget Act had when
the law was passed.
DEDICATED TO BUDGET WORK

It seems we do have a group who, under the able chairmanship of
Senator Muskie, are dedicated to this work. Their attendance at committee hearings has been exceptionally high, and their level of participation has been high and I believe among all the committees on
which I have served in congress, the work of the Budget Committee
is outstanding. So I think the group we have together is going to do a
job as good as humanly possible.
I would again like to compliment our chairman, the Senator from
Maine. I believe under his chairmanship we have real hope that a new
day has dawned in the management of this country's fiscal affairs.
Again I would like to congratulate the distinguished senior Senator
from Illinois for the role he had in perfecting this egislation.
Mr. PERCY. I thank my distinguished colleague.
HARD WORK NOW BEGINS

Now that the budget process has been put together, the hard work
really begins. It is going to take a lot of tenacity, a lot ot determina-

tion. But I would like to say that since the Senator from Illinois has
come to the Senate-and this is his 9th year-he has never introduced
a piece of legislation that would cost money above the budget that
he did not find another way to reduce another expenditure to pay for
that additional money above the budget. He has never introduced an
expenditure without an offsetting program to reduce an element of
lesser priority.
I know l At President Nixon said to me one time when I went
there to discuss the process with him that we have been operating
under in our office, that he had never heard of a Member of Congress
who ever did that.

The Senator from Illinois has done it now for 9 years, and it works.
I think we, as a whole, ought to adopt that process.
Once we set this ceiling, and we decide no matter what happens and
emergency comes along and we need a new program, we have to have
something we did not take into account, it was going to break the
ceiling then we have got to go through the whole process again, and I
hope the first inclination wil be to take out some other program of
lesser priority and cut the spending.
The second inclination should be if you cannot cut anything else,
then raise the revenue and vote the taxes that will do it and pay-aswe-go.
TO RAISE CEILING EASY WAY OUT

And third-and only third-is to raise the ceiling. That is the easy
way out, but that will then bring about, I think, what we all feared
and what we hope will never transpire; that elastic ceiling has to be
just as fixed as we possibly can make it, and live within it. I could
not imagine we could have finer committee members and leadership
on the committee than to hold to those principles.
Mr. MusxiE. At that point, we may be raising the roof. [Laughter.]

I would like to thank the distingushed Senator from Illinois for his
support and his expression of approval. They are particularly meaningful to me because I know how closely he has followed the processes
we followed as we worked out the law, so I have a deep appreciation
for that spirit.
I think we are through for today, and I believe we will resume
deliberations on the bill at about 11 in the morning.
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SENATE, WEDNESDAY, APRIL 30, 1975
[From the Congressional Record)
pp. 87163-S7248
CONGRESSIONAL BUDGET DETERMINATION

The Senate continued with the consideration of the concurrent
resolution (S. Res. 32) relating to a determination of the Congressional Budget for the U.S. Government for the fiscal year beginning
July 1, 1975.
Mr. MUSKIE. Mr. President, the distinguished Senator from Kansas
is about to offer an amendment. Before he does I should like to suggest
the inclusion in the Record of some material that appears in the committee report.
As I told the Senate yesterday, in this year's concurrent resolution
we did not include the subceilings on the 16 functional categories of the
budget for a number of reasons. Nevertheless, our conclusions, as a
committee, on the overall spending and deficit numbers were related
to our evaluation of the 16 functional categories and relaLed to a series
of decisions and votes that members of the committee cast in order to
indicate their priorities and their assumptions with respect to spending
in these 16 categories.

BUDGET COMMITTEES TO TRACK LEGISLATION

S

After the Senate and the House have acted finally on this first concurrent resolution it will be the responsibility of the Budget Committees to track all legislation that moves through Congress in connection with those assumptions on functional categories. I think it would
be helpful if we included in the Record at this point, Mr. President,
chapter 8 of the committee report, which is an analysis of the 16
functional categories and the assumptions of the Budget Committee
with respect to each of them. So I ask unanimous consent that chapter
8 be printed in the Record, as a guide to Members, as we proceed
through the weeks and months ahead to deal with the deccisions we
take today.
There being no objection, the material was ordered to be printed in
the Record, as follows:
[See chapter 8 of Report 94-77, beginning at D. 54.]
Mr. MusKIE. Mr. President, I yield to the dtinguished Senator
from Minnesota.
PRIVILEGE OF FLOOR FOR STAFF MEMBERS

woo
*4

Mr. MONDALE. Mr. President, I ask unanimous consent that James
Verdier and John Farmer be granted the privilege of the floor until
such time as the amendment I will
propose has been disposed of.
(315)
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The

PRESIING OFFICER.

The

PRESIDING OFFICER.

The

PRESIDING OFFICER.

The

PRESIDING OFFICER.

Without objection, it is so ordered.

Mr. MUSKIE. Mr. President, I ask unanimous consent that James
Storey, a member of the staff of the Budget Committee, have the
privilege of the floor during the consideration of the concurrent
resolution.

Without objection, it is so ordered.

Mr. HELMS. Mr. President, I ask unanimous consent that a member of my staff, Mr. Ron Parker, be accorded the privilege of the floor
during the consideration of the pending business.

Without objection, it is so ordered.

Mr. DOLE. Mr. President, I send to the desk an amendment proposed by myself and the Senator from Oregon (Mr. Packwood) and
ask for its immediate consideration.
The PRESIDING OFFICER. The amendment will be stated.
The assistant legislative clerk proceeded to read the amendment.
Mr. DOLE. Mr. President, I ask unanimous consent that further
reading of the amendment be dispensed with.

Without objection, it is so ordered.

The amendment is as follows:
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SCdar

No. 71

S.LON. RES. 32.

IN THE SENATE OF THE UNITED STATES
AP~nr, 29 legislatet ive (lay, A Pi,,, 21),t 1975

Ordered to lie on the tnahb

and to be printed

AMENDMENTS
Intended to be proposed by Mr. Douf: to S. Con. Res. 32, concurrent resolution relating to a determination of the Congressional Budget for the United States Government for the
fiscal year beginning July 1, 1975, viz:
1

On page 1, line 6, delete "$365,000,000,000" and in-

2 sert in lieu thereof "$361,800,000,000".
3

On page 2, line 1, delete "$67,200,000,000" and insert

4 in lieu thereof "$64,800,000,000".
5

On page 2, line 2, delete "$69,600,000,000" and insert

6 in lieu thereof "$67,200,000,000".
7

On page 2, line 5, delete "$297,800,000,000" and in-

8 sort in lieu thereof "$297,000,000,000".
9

On page 2, line 8, delete "$295,400,000,000" and in-

10 sert in lieu thereof "$294,600,000,000".
Amdt. No. 386

318
2
1

On page 2, line 11, delete "$6,17,600,000,000" and in-

2 Sert in feu thereof "$615,200,000,000".
3

On page 2, line 11, delete "$620,000,000,000" and in-

4 sert in lieu thereof "$617,600,000,000".
5

On page 2, line 21, delete "$63,200,000,000" and insert

6 in lieu thereof "$60,800,000,000".
7

On page 2, line 21, delete "$65,600,000,000" and in-

8 sert in lieu thereof "$63,200,000,000".
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.

Mr. DOLE. Mr. President, first, I shall explain in capsule form,
what this amendment would do if it were adopted by the Senate.
The amendment would reduce the level of outlays by $3.2 billion,
from $365 billion to $361.8 billion. This would result in a reduction
in the projected deficit by $2.2 billion, from $67.2 billion to $65 billion.
The $3.2 billion reduction requires a decrease of about 0.9 of 1
percent in overall level of expenditures, recognizing that-certain areas
cannot be touched, such as interest on the debt and things of that
sort; but the overall decrease would be about 0.9 of 1 percent. It is,
course, designed to reduce the overall level of expenditures below
the level recommended by the administration.

Sof

CONGRESS HALL PROVIDE LEADERSHIP

It seems to me that it is not enough to follow the administration.
It is not enough to suggest that Congress is almost, for all practical
purposes, in line with the recommendations of President Ford. Rather,
this is an area where Congress should take leadership.
Also, as a practical matter, the resolution adopted by the House
would provide a deficit of $73.2 billion. I do not see any realistic
probability that that may be changed on the floor of the House. I
hope that when we go to conference, there might be some leveling
off between the House-passed version and the Senate-passed version.
If we go to conference in the same position we came out of committee,
there is no question that the final deficit adopted by the conference
committee will be in excess of $67.2 billion, probably in the neighborhood of $70 billion.
It appears to the Senator from Kansas that as a matter of strategy,
nothing else, we should go to conference at a reduced figure, knowing
that the House deficit is about $6 billion above the figure now before
the Senate.
Mr. President, we are in the process of testing the resolve of the
full Senate to formulate an equitable, responsive, and adequately
funded Federal budget for 1976. It must be equitable in the sense
that it addresses itself fairly to the problems and needs of every segment of our economy. It must be responsive to the reality of a recession
which has resulted in millions of Americans losing their jobs. And it
should be adequately funded to avoid an excessive deficit which can
only serve to refuel the fires of inflation, delay recovery, and lead us
to an even more severe economic decline.
ESTABLISH INTEGRITY FOR NEW BUDGET PROCESS

Of related and equal importance is the need to establish the integrity
of the new congressional budget process. Thus, I believe we should
give great weight to the well-considered recommendations of the
Senate budget committee. If not, we will find ourselves reverting to
the old system of uncoordinated piecemeal appropriations and revenue
legislation-a budget process which is really no process at all. If we
are ever to get a handle on the Federal budget-and thus reform an
unworkable system which has produced budget deficits in 14 of the
last 15 years-we must begin analyzing revenues and outlays concurrently. This is the essence of the new congressional budget process.
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Mr. President, the Senate Budget Committee has proposed a $365
billion budget at an estimated deficit of about $67.2 billion. Interest
on the Federal debt alone accounts for almost $35 billion in outlays.
Certainly no member of the committee is pleased with such figures.
While many of us prefer a lower deficit, or ideally, a balanced budget,
we all know that it is not possible in an economy which is suffering
from its worst economic decline since the 1930's.
THE PROPOSED DEFICITS

As I understand it, the administration's proposed deficit is now estimated by the Office of Management and Budget at $59.6 billion. The
Budget Committee has recommended a deficit of $67.2 billion. That is
an apparent difference of $7.6 billion. However, I am informed by the
Office of Management and Budget and the Budget Committee staff
that this apparent $7.6 billion difference is accountable to different
economic assumptions and reestimated costs. Specifically, the Budget
Committee has estimated receipts from Outer Continental Shelf oil
leases at $4 billion less than the administration, I think with good
reason and justification. The committee has estimated expenditures
for unemployment compensation at $1.9 billion higher than the administration-again, I think with good reason and justification. Food
stamps and other welfare expenditures are estimated by the committee
at $0.6 billion higher than the administration. The remaining $1.1
billion is accounted for by the committee's higher estimates of the cost
of interest on the national debt and extra expenditures attributed to
a projected increase in medicare caseload.
Thus, taking into account this $7.6 billion difference in reestimated
costs and assumptions, there is practically no difference between the
administration's revised deficit estimate and the deficit recommended
by the committee.
By employing the same budgetary assumptions to both the administration and Bud get Committee estimates the Congress and the Budget
Committee are not in disagreement on tle overall level of the deficit.
CONGRESSIONAL LEADERSHIP

Mr. President, I believe we in Congress have the opportunity to
assert leadership by making a further modest reduction in the deficit
proposed by the Budget Committee and the administration. The
amendment I have at the desk and am offering would reduce the overall
level of Federal expenditures by $3.2 billion-about a 0.9 percent cut.
This reduction would lead to a diminution of the deficit by approximately $2.2 billion-allowing for an estimated $1 billion loss in revenues accountable to the reduction in outlays. The amendment would
reduce the level of Government expenditures to $361.8. The budget
deficit-using Budget Committee estimates-would be reduced to
$65 billion. Using administration economic assumptions, the deficit
would be reduced from $59.6 billion to $57.4 billion-or, as I indicated
earlier, $2.2 billion less than the administration forecast.
BUDGET PROJECTIONS

We have arrived at a position where we are proposing a spending
program for next year which, if we were to use the President's revenue
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projection and economic assumptions or if he were to use ours, would
result in the same deficit for the coming year. I believe this, in itself,
is a tremendous accomplishment. Although we disagree with the President on spending priorities within the budget ceiling, we Are at least
in agreement with the President on the point that we must place a
lid on Federal spending. In addition, we agree that that lid must be at
a level which would result in approximately a $60 billion deficit using
his calculations or a $67 billion deficit using ours.
But this is not enough. I feel this resolution presents an excellent
opportunity for Congress to take the initiative in the area of fiscal
responsibility. Rather than following directions from the White
House, we can step forward and take the leadership role in the effort
to return fiscal responsibility to the Federal Government. This amendment calls for, in effect a spending reduction that would place us below
the line drawn by the President in terms of the acceptable deficit level.
It does this without turning our backs on the needs of the elderly, the
unemployed, the handicapped, or the disabled. It does it without
scrapping the programs needed this year to assure economic recovery
next year. This amendment merely calls for an all-out effort on the
part of Congress to reduce waste and inefficiency in the necessary
Federal
in the coming year. It permits us to set our own
prioritiesprograms
for spending
but still be responsible to the American taxpayer.
Mr. President, the amendment I am proposing represents an effort
on the part of Congress to take the leadership role on the issue of
fiscal responsibility. It presumes that there is waste in nearly every
functional area of the Federal Government, including Congress. It
reaffirms Congress responsibility to control not only the levels of
Government spending but also the areas of such spending. It also
asserts a strong responsibility on the part of Congress to assure every
American taxpayer that his tax dollars are being used wisely.
The amendment also represents a basic premise which became
obvious during budget hearings on the present resolution-that it is
going to take the full time effort of every congressional committee to
assure fiscal responsibility is an active policy and not just a promise.
We must all work together if we are to develop wise fiscal policy and
we must start now.
PLAN FOR NEXT YEAR

We must now begin planning for fiscal year 1977, for unless we are
able to reduce drasticaly the amount of the budget deficit in 1977,
we will be faced with net budget deficits for fiscal years 1975 through
1977 approaching $175 billion. Not only would such a result assure
renewed double-ipt inflation, it would almost certainly lead to crowdingout in the capital markets and continued high unemployment.
Therefore, in addition to support for the Budget Committee resolution, I intend to offer a resolution, separate and apart from the amendments, which will require each authorizing committee to hold oversight
hearings before the end of calendar year 1975. Under this resolution,
each committee would be required to publish a committee report on
the effectiveness of existing spending programs in meeting priority
needs and problems.
Further, the report would review the effectiveness of administrative
implementation of existing programs, recommend most cost-effective
methods of meeting existing needs, and identify local, State, and
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Federal spending duplications and recommend streamlined, most
cost-effective means of program delivery. Indeed, where a program
has lost its effectiveness or no longer meets priority needs, we must be
prepared to take a hard look at continued funding.
CLOSE PROGRAM SCRUTINY NEEDED

Mr. President, I believe we can maintain current program levels
with less money if we eliminate duplicative spending and terminate
programs which address nonpriority needs. Only a long-overdue,
thorough review of all spending programs by the respective authorizIng committees can effectively gage the efficacy of current Federal
programs. Unless and until the authorizing committees undertake
this close scrutiny, the ability of the Committee on the Budget to
make effective priority recommendations will be limited. For presently
the vast majority of all spending is dictated by entitlement programs
and fixed expenditures which are largely immune to the annual budget
and appropriations process. Only changes in authorizing leIslation
can lead to more efficient budgeting of priority programs which are
truly responsive to current needs of the Nation.
Every functional category of the Federal Government should be
examined-from Defense Department programs to food stamps, from
independent regulatory agencies to faxm subsidies, and foreign aid
to our very own congressional operations. No program should be considered immune from close examination. Only a thorough review of all
Federal programs-and the consequent revision of priorities-will
enable the budget process to function properly. It must function
properly if we are to avoid the calamity of further budget deficits as
large as the $67 billion which seems so unavoidable this year.
AN EQUITABLE) RESPONSIVE BUDGET

Mr. President, the budget proposed by my amendment is an equitable, responsive, and responsibly-funded Federal budget. I urge those
who would attempt to cut the deficit beyond the modest amount I
have proposed, to realize that any further substantial reductions in
expenditures will almost certainly lead to a diminution of Government efforts to help the millions of Americans thrown out of work by
recession. As fiscal conservatives, we must not allow philosophical
abhorrence of a $65 billion or $57 billion deficit to lead to blind attacks
on meritorious programs designed to soften the blow of recession. To
be sure, numbers like $65 billion and $57 billion in deficit are deplorable. But so too are numbers like 8 million unemployed.
And to those who would add more billions of dollars to the deficit, I
would urge restraint. The budget I propose does respond in a meaningful way to the human problems created by the recession. It includes
ample amounts of stimulative spending needed by the economy. Any
increase in the deficit in the name of economic recovery may well lead
to higher inflation, more recession, and a delay in the ultimate restoration of a fully productive American economy.
PRODUCT OF NEW BUDGET PROCESS

Mr. President, I urge the adoption of the resolution as amended
by my proposal-not only because it represents a responsible, com-
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passionate' response to the recession, but also because it is basically
the well-conceived product of the new budget process. This budget,
coupled with the long overdue scrunitinization of all Government
programs mandate by the resolution I will offer,,will signify a strong
congressional determination to formulate workable and responsive
budgets this year and beyond,
Mr. President, I emphasize again that the House committee recom•° mendation called for a deficit of $73.2 billion, and the Senate committee recommendation, as modified by the adoption of the Long
amendment last evening, calls for a deficit of $67.2 billion.
Simply stated, the amendment offered by the junior Senator
from Kansas would reduce this to $65 billion, based on the assumptions
and estimates of the Budget Committee. If we use the assumptions
and estimates of OMB, the White House, and the President, it
would call for a budget deficit of $57.4 billion.
As a practical matter, as I have indicated earlier, I have no idea
what may happen in the House of Representatives, but I would
suggest or guess that the $73.2 billion figure will not be reduced. It
may be increased. So it would seem, in an effort to comply with the
effort of the distinguished Senator from Maine and the distinguished
Senator from Oklahoma, that if we want to end up after a conference
with the House of Representatives with about a $67.2 billion deficit
we cannot go to conference with that amount to start with. It would
seem to the Senator from Kansas that we are talking about ending up
with a deficit, based on the House figures and the Senate figures, of
somewhere in the neighborhood of $70 billion.
BOTrOM LINE EMPHASIZED

.

Let me reemphasize the need for positive congressional leadership.
This is an effort to cut the deficit below the recommendation of the
President. He said recently, in signing the tax bill, "This is the bottom
line"; and he has reemphasized that as recently as 2 or 3 days ago, that
$60 billion is the bottom line.
I suggest that $60 billion may be the bottom line unless Congress
decides that it should be $57.4 billion. I believe that about 0.9 percent
of overall decrease in the level of expenditures would be in the interest
of the country, would indicate a firm congressional Landle on the
budget process, and would mean we would come out of conference
somewhere in the $67 billion ball park the Budget Committee is
recommending.
Mr. President, I reserve the remainder of my time.
The PRIESIDING OFFICER. Who yields time?

Mr. BELLMON. Mr. President, I yield myself 5 minutes.
I commend the distinguished Senator from Kansas for his concern
about the size of the deficit and for the interest he has shown, both as a
very hard working member of the committee and in preparing this
amendment to hold the deficit in line.
Much as I would like to see us have a lower deficit, I cannot, in good
conscience, support the amendment of the Senator from Kansas because, having sat through the literally months of deliberations of the
Budget Committee in trying to understand the responsibilities of our
Government in these difficult times and in looking at the functional
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breakdown of the budget figure we have recommended, I cannot agree
that making an additional reduction across the board is defensible.
And while I understand the Senator's desire to help our position in
conference, I doubt that his amendment would help us in that way,
because any position we take in conference will of necessity put us m
the posture of defending that position, and I cannot see how we can in
conscience
mending. defend the position the Senator from Kansas is now recom-

mREDUCTIONS

NOT DEFENDABLE

It seems to me that this is a ball park figure that can quickly be
taken apart, unless the Senator from Kansas can show us where the
reductions would come from in the various functional activities of the
Government. I do not believe we can defend it in conference, as we
can the Budget Committee's recommendation.
If the Senator from Kansas will yield, I would like to ask him a
couple of questions. He presumes, on page 6 of his statement, that
there is waste in nearly every functional area of the Government.
First I assume the Senator from Kansas will agree that we cannot
cut back in thb functional area of interest.
Mr. DOLE. No. I believe I made that statement.
Mr. BELLMON. Would the Senator agree that we can probably not
cut back in the veterans' programs?
That is right. And probably not in such areas as social
se Mr.
urt DOLE.
Mrr.
ELLMON. So there are a large number of areas we probably
cannot cut back.
Mr. DOLE. But there are other areas. I think we can cut back on

the $375,000 study of frisbees by the Pentagon, or the $120,000 for
studying why people say "ain't."
Mr. BELLMON. There are no funds in this program, as far as I know,
for the study of frisbees.
Mr. DOLE. I understand: it is not a line item, and it would be
impossible for the Budget committee to single out.
Mr. BELLMON. We have already decreased some of the figures set
forth by the Budget Committee, and also the House Committee
figure of $73.2 billion. So I cannot see how we could make the Senator's
proposal stick.

NEW FARM BILL REDUCTION

Mr. DOLE. As one example where a reduction is possible, in the
Budget Committee we added, I think, $250 million based on the assumption that there would be a new farm bill. I think it is now certain
that the President will veto the farm bill, and that would reduce the
outlays in that area by about $221 million.
In the Budget Committee we did add less than the amount recommended by the Committee on Agriculture and Forestry. We added,
I think, $200 million. That is just one area, and that represents almost

10 percent of my amendment.

Mr. BELLMON. But until the Senator can point out precisely where
this cut would come from, which functional area, and give us a total
that would show us where we can effectively cut the budget by that
amount, there is no way I can support his amendment, and I would
urge the Senate to reject it.
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Mr. DOLE. In further response to the Senator from Oklahoma, I am
suggesting what I think is a very responsible effort. I said yesterday
during the debate on the Buckley-McClure amendment that I thought
that was unrealistic.
But this is not a line item committee. It is not a program budget;
it is a functional budget, and I could go on and recite a number of
ridiculous examples that might not mean anything.
Mr. BELLMON. The committee worked on this for months, and that
was not brought to its attention.
Mr. DOLE. $2 million for Yugoslavia's Mashal Tito for the purchase
of a yacht. I think there are a number of areas where we can cut ninetenths of I percent. We can do it in agriculture, for example. We were
not discussing and considering individual budget areas at that time.
Mr. BELLMON. The Budget Committee would have been very happy
to have had the Senator's recommendation as to where to cut.
Mr. DOLE. I just got this. But I would like to put that in the
Record.
We spent $6,000 to study Polish bisexual frogs; and $20,000 to study
the blood groups of Polish Zlotnika pigs.
BREAKDOWN BY FUNCTIONS
Mr. BELLMON. In our report, starting on page 37 and going clear
through to 132, there is a breakdown by functional areas. Can the
Senator show me a page where the Polish frog appropriation occurs
here?
Mr. DOLE. These are only illustrations where we can knock outMr. BELLMON. They are bad examples. There is nothing here in this
budget.
Mr. DOLE. I agree with the Senator from Maine that we spent a

great deal of time the last 2 or 3 days in the committee and sometimes
the conservative members won and sometimes the liberal members
won, trying to determine wher6 we should wind up in one functional
category. We went up and dowu the hill two or three times.
I am not trying to destroy the program. I voted against the effort
yesterday to trim it by a great deal more, but it does seem to the
junior Senator from Kansas that if we really believe-and it is hard tr
believe in it, but if we really believe-im a $67.2 billion budget, we are
not going to come out with it unless we go in with a reduced figure.
Mr. HELMS.

Mr. President, will the Senator yield?

Mr. DOLE. I do not have the floor. The Senator from Oklahoma has
the floor.
Mr. BELLMON. I yield.
I say to the Senator from Kansas that I share his desire; I share
the desire with him to present to the conference the best arguments
we can. But the way to lose our case and lose in conference is to come
in with a ballpark figure that does not have any significance as to
where the money would go by the various functional breakdowns.
I realize the functional breakdowns are not part of the resolution,
but they certainly will be part of the arguments and the debate that
go on in conference.
It seems to me that we have a position we can defend, and this
amendment does not help, but it very seriously damages our case,
and it would assure that we would lose to the House mn conference
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and wind up with a higher figure not a lower figure, than the one the
Budget Committee has proposed. For that reason, among others, I
the amendment.
cannot
support
IVr.
yield
the floor.
HELMS.
Mr. President, will the Senator yield?
Mr. DOLL. Mr. President, I yield to the Senator from North
Carolina.
PROLIFERATION OF FOOLISH EXPENDITURES

Mr. HELMS. Is that not just the problem--so implicit in the dis-

cussion between the Senator from Oklahoma and the Senator from
Kansas-that this Congress really does not know where the taxpayers'
money is going, hence the proliferation of all of these foolish expenditures by the Federal Government?
I do not want anybody to try to tell me that this budget cannot
be cut. If this Senate begins with the belief that it cannot be cut, of
course it will not be cut.
But if we ever make up our minds, and have the guts to be fiscally
pnrdent and to stop inflation and to let the free enterprise system
work, would not the Senator from Kansas say we could do it?
Mr. DOLE. The Senator from Kansas believes we can do it.
Mr. HELMS. That is the purpose of the Senator's amendment?

Mr. DOLE. I am a member of the Budget Committee, and I think
we have had outstanding leadership in the committee. I am not here
in any effort to scuttle the committee, but I am realistic enough to
know there has got to be nine-tenths of 1percent that the appropriating
and authorizing committees could reduce. And I cite these ridiculous
illustrations to point up that we do not know when we might find
$71,000 to compile the history of comic books. In any event, we could
find areas to cut.
Mr. HELMS. Would the Senator from Kansas agree that there is
something quite remarkable about the state of fiscal affairs in the
United States when the proposed deficit-this so-called prudent
document about which I have heard so many exchanges of senatorial
compliments about in the last couple of days in this Chamberinvolves a deficit equivalent to two-thirds of what the entire Federal
budget was just 10 years ago? Now, this tells something about the
track record of the Congress of the Unted States. Does the Senator
agree?
Mr. DOLE. The Senator from Kansas totally agrees.

As a fiscal conservative, I find it very difficult, if I vote for final
passage of any resolution to advocate any deficit and to try to defend
a $60 billion of $58 billion deficit. But, on the other hand, I think
realistically we are goiLg to have it.
LEADERS OR FOLLOWERS?

I think the point is, as the Senator from North Carolina makes it
very well, that Congress is going to have to come to grips with it.
We are either going to be'leaders or followers, and I thin! we have
the capability and potential for leadership in our Budget Committee
and in the Senate and in the House.
I do not quarrel with the admini tration. I just do not believe we
have to accept and say we are in the ballpark of the administration
and, therefore, we should be satisfied and they should be satisfied
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Mr. HELMS. I fully agree with the Senator on that. My objection to
the Senator's amendment is that it does not cut enough. I say again
to the Senator that unless and until Congress makes u its mind
to make good on what we tell the people when we go back rome there
is a very real question as to whether we do not border on being charlatans. I dare say there is not a Senator in this body or a Member of the
House of Representatives who does not go home and say, "I am for a
balanced budget. We have got to cut Federal spending," and all the
rest of the doubletalk that comes from political platforms. Then we
get back up here and what happens? How do we vote? We argue about
which is better, a $100 billion deficit or a $67 billion deficit!
I submit, Mr. President, that they are both bad they are both
dangerous, and that this sort of economic irresponsibility is stiffling
the economy of this country, and any hope of stability in the Unite
States.
I thank the Senator for yelding..
Mr. DOLE. I thank the distinguished Senator from North Carolina.
I ask unanimous consent to have printed in the Record an article entitled "Congressional Appropriations Distressing," which appeared in
the Dodge City Globe on March 10 of this year; and in addition, a
story which appeared in this week's U.S. News & World Report
entitled "Why the Lid on Welfare Is Blowing Off Again."
There being no objection, the articles were ordered to be printed in
the Record, as follows:
CONGRESSIONAL APPROPRIATIONS DISTRESSING
(By Paul Harvey)

lo

Bill McDonald of the Columbia (S.C.) State newspaper is distressed to discover
in the Congressional Record that Congress has appropriated:
$375,000 for the Pentagon to study the frisbee.
$121000 to find out why people say "ain't."
$37 414 for a potato chip machine for the Moroccans.
$115 250 in wages for the Board of Tea Tasters.
$88,600 for the Queen of England for not planting cotton on her plantation in
Mississippi.
$14,000 for Ford Motor Co. for not planting wheat.
$2 million for Yugoslavia's Marshal Tito for purchase of a yacht.
$31,650 for Speaker of the House Carl Albert's new carpet; $21,000 for his new
draperies; $44,000 for his chandeliers; $65,000 for other furnishings.
$80,000 for a zero-gravity toilet for the space program.
$23,000 for environmental testing of the same.
$6 000 to study Polish bisexual frogs.
K,000 to learn about the "cultural, economic and social impact of rural road
construction in Poland."
$20 000 to study the blood groups of Polish Zlotnika pigs.
$5,600 to learn about Yugoslavian intertidal hermit crabs.
$5,000 to tabulate the difference between native American and Indian whistling
ducks.
$20,000 to Investigate the German cockroach.
$71-000 to compile the history of comic books.
$5,00 for the analysis of violin varnish.
$15,000 to find out how fishing boat crewmen cause conflicts in Yugoslavian
peasant towns.
$5,500 for the genius who wrote the poem "lighght." (That is not the title of the
poem, it is the whole poem.) The whole thing comes to seven letters worth
$785.71 each.

$19,300 for the Health, Education and Welfare Department to find out why
children fall off tricycles.
$2,458 to train 18 Good Humor peddlers.

Ono
$70,000 to study the smell of the perspiration given off by Australian aborigines.
$28,361 for odor-measuring machine for above project.
$17,000 for a dry-cleaning plant to spruce up the djellabas of the Bedouins.
WHYr Tun LID ON WELFARE Is BLOWING OFF AGAIN
The rules are tighter, and yet spending keeps rising. What else when even
middle class victims of hard times line up for public aid?
Efforts to pare the nation's welfare rolls-held out as a promise for 1975-are
getting sidetracked by the recession.
People once again are flooding public-assistance offices around the countryreversing a year of progress in reducing welfare ranks.
The price tag for welfare to the various levels of government has already risen
to nearly 35 billion dollars a year, and threatens to go still higher.
Food-stamp programs almost everywhere are enrolling record numbers. Those
who never before accepted any form of public help are applying.
State and local governments are straining their resources to the breaking point
to give people temporary assistance for food, shelter and medicine.
And while ma or permanent programs-such as medicaid and Aid to Families
With Depndent Children-have risen less rapidly, there's growing fear that
demand for such assistance will break loose as more people lose their jobs and
unemployment compensation dries up.
Many State and city officials are calling for more federal aid, especially publicservice jobs, to counter the slump that has left 8 million people jobless.
Few people are talking about welfare reform these days.
President Ford has shelved a plan to give every family a minimum guaranteed
income-fearing that a changeover now would be too costly. The strategy is to
tighten up existing welfare programs and penalize States through reduced federal
money for failure to curb waste and weed out ineligibles. Some examples appear on
page 26.
for a detailed lookLOCAL RELIEF PLANS: MORE RED INK FOR BUDGETS

Bailing out the victims of a sagging economy has caught local-government
resources short in most areasIn San Diego, the county-funded general-relief program is running 50 percent
over budget, with at least another 5 million dollars needed by July.
Hennepin County, Minn., which includes Minneapolis, is already $148 000 in the
red on its emergency-assistance program. There, more than 12 percent of the population is on some form of welfare.
In the Miami area the Dade County welfare budget of $850,000 will soon be
used up. Deficits could run as high as a million dollars.
Everywhere, officials are noting that more middle-class people are seeking some
form of emergency help.
Sidney Dozier, Dade County welfare department's social-services administrator,
says: "What we re able to give a family of five is $174-not even enough for their
mortgage payment. These people never fail to let us know that they were the ones
who funded the programs in the past."
Joseph Yeldell, Washington, D.C., human-resources director also points to the
large numbers seeking temporary help, but concedes that "we don't have the kind
of program that can help enough of them."
Mr. Yeldell adds that the United Way, Red Cross and other agencies are getting
"bombarded" with requests from people who can't be served by the local welfare
department.
FOOD STAMPS: DEMAND IS SWELLED BY THE MIDDLE CLASS

People are applying in droves for food stamps. More than 18 million are now
receiving them, compared with 13.5 million last June. Costs, borne chiefly by the
Federal Government, are far out-stri pin the 4 billion dollars budgeted.
In San Francisco more than 97,000 residents-nearly 1 in 7-are getting stamps,
with an average of 3,000 new applicants each month.
High unemployment has sent food-stamps rolls soaring in the Detroit area,
where Wayne County officials report almost a 60 per cent increase in applicants
in the last six months.
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It's the same story in most metropolitan areas around the country.
Here, too, welfare officials say that more middle-class people are applying,
because of inflation and unemployment.
In affluent Fairfax County, Va., near Washington, D.C., families with annual
incomes of more than $20,000 are seeking stamps. One administrator said that
many of these people have no savings and are now in a bind. She says that they
spent their money 'keeping up with the Joneses."
FEDERAL WELFARE FOR FAMILIES: SUDDEN RISE IN STORE?

The number of people getting Aid to Families With Dependent Children
(AFDC)-primarily families without fathers-has been edging up steadily since
last fall. Their numbers now threaten to match the record 11.1 million established
in March, 1973.
This new climb follows more than a year of steady decreases.
Experts fear that demand for AFDC benefits, jointly funded by federal, State
and local governments, is going to skyrocket, unless more federal money is provided
for jobs and unemployment pay.
"We're sitting on a time bomb," notes R. B. Shelton, the social-services director
for Wayne County, Mich. His concern: the depletion of the supplemental unemployment benefits paid to many laidoff auto workers.
For the nation as a whole, about 2 million people are expected to run out of
their unemployment compensation this year, unless Congress votes to extend
benefits. Many will have to turn to welfare.
With prospects for more middle-class people joining the public-assistance ranks,
New York City welfare chief James R. Dumpson believes that this new type of
client is not going to tolerate the "rigidities and indignities" of the system.
He cites pressures to raise the basic AFDC grant for a family of four in New York
City from the present limit of $280 a month to $385.
But New York City's welfare outlays have already hit 1.1 billion dollars, and
the budget for the next fiscal year calls for a boost of more than 260 million. Even
this amount may not be enough, given predictions that the city's welfare rolls will
return to the former record peak of l.2 million next year.
MEDICAL ASSISTANCE: SOARING TO $13 BILLION

The swelling ranks of the unemployed could suffer even more grief, because of
loss of health insurance. As a result, measures are now before Congress that would
provide stop-gap coverage for unemployed workers whose insurance benefits ended
with their jobs.
The Government's regular health care program for the poor, medicaid, is growing right along with the AFDG numbers since these families automatically qualify
for medical benefits. Costs to the federal and State governments may run as high
as 13 billion dollars this year.
Along with medicare-the program for the disabled and the elderly-medicaid
has developed so fast that major abuses are costing taxpayers 3 billion dollars a
year, according to the General Accounting Office.
Fraudulent practices range from ineligible recipients to inflated bills from
physicians.
Under medicaid, hospitals and doctors are reimbursed directly for services
through State agencies.
The Department of Health, Education and Welfare is launching a new effort
to detect and eliminate fraud-Its latest step in an over-all campaign to slash
waste in welfare programs.
TIGHTER RULES: A THREAT OF FEWER FEDERAL DOLLARS

Of all the welfare programs now under way, the Government is most concerned
about AFDC, a program that is costing HEW nearly 5 billion dollars a year.
A drive to cut AFDC spending began last July, when HEW gave the States a
year to reduce AFDC errors to a maximum rate of 3 per cent ineligible and 5
per cent overpaid or underpaid.
An earlier study indicated that there was a combined 41 per cent error rate for
the program.
If States fail to meet the tight standards, they're to lose a portion of federal
matching funds.
To prod the States toward this goal, HEW is withholding about 270 million
dollars of AFDC funds this fiscal year. However, the recession's impact on cities
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has caused the Government to relent a bit, so that as much as 60 per cent of this
money may be credited back to the States.
Although some States are opposed to the new standards and are suing, others
have already started campaigns against welfare fraud and have few complaints.
Says one Texas official:
'The Federal Government isn't taking any money away from us. We're just
asking for less."
Harris County, Tex. which includes Houston, is one of the few metropolitan
areas where AFDC ranQs are thinning. The number of families receiving payments
declined from 19,030 in September to 18,029 in February.
Although Houston has not been hit as hard by the recession as other areas,
Texas welfare administrators attribute the drop to tighter screening. The low
level of the basic AFDC grants-$115 per average family In Harris County-also
induces people to find work, they point out.
NUTRITION PROGRAMS: DEBATE OVER RISING COSTS

Washington is also tightening the screws on the food-stamp program-blaming
State inefficiency for much of the rising costs involved.
Agriculture Secretary Earl Buts complains that he now runs a welfare department, with 64 percent of his budget going to such aid.
Earlier in the year, the Ford Administration unsuccessfully tried to raise the
price of food stamps, and now wants to cut 600 million dollars from nutrition programs for low-income schoolchildren and expectant mothers.
The Agriculture Department also proposes to hold back part of its share of
administrative funds for food stamps from States, arguing that State errors and
deceptive practices are costing 740 million dollars yearly.
Congressmen and consumer leaders have vowed to fight such action and insist
that the real problem is that the Government is not helping enough hungry people.
The Select Senate Committee on Nutrition and Human Needs estimates that
only 38 percent of those eligible for stamps are getting them.
Consumer groups have launched drives in many cities to inform the public about
the stamps and to help local welfare offices streamline the lengthy certification
process that has discouraged many applicants.
THE WIN PROGRAM: FINDING JOBS FOR WELFARE PEOPLE

There's debate, too, over the effectiveness of Government efforts to move welfare recipients back into the work force.
Able-bodied people, including mothers who don't have children under 6 years
old, are required to search for jobs as a condition to receiving aid. States can even
require people to work in unpaid public-service jobs, if they can't find private
em loyment.
ut the major Government employment effort is the Work Incentive (WIN)
program, a plan that is geared to helping local welfare agencies place people in
jobs. The level of federal funds depends on how successful the States are in making
placements.
Some welfare officials are reporting moderate success with the program but
criticize Washington for shifting away from WIN's original training focus. Says
Beth Carroll, WIN director in Fulton County, Ga.:
"It does very little good to place people in jobs that will be wiped out in a minute.
"People don't aspire to be garbage men and maids."
Others point out that with so many skilled workers without jobs, welfare people
stand little chance for finding employment.
Federal funds for the program have also been cut-causing many States to lose
Interest.
WELFARE REFORM: MASSIVE REVAMPING POSTPONED

The new federal policies to cut welfare spending can be expected to trigger hot
debate in the months ahead. State official, citing mounting paper work and
strained budgets, are insisting that the Federal Government take over welfare
entirely.
Washington moved partly in this direction last year by making a major change
in the Supplemental Security Income program. The Government shifted 4.5
million aged, blind and disabled people from local welfare rolls, funded jointly
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by HEW and the States to direct federal payment, administered by the Social
Security system.
Many welfare administrators also favor the negative-income tax or cashguarantee idea. Under this concept, a family with no earned income would receive an outright grant from the Government. Such programs as food stamps and
AFDC would be scrapped.
A one-time payment to poor families-up to $400-is included in the new tax
raw. But few in Congress push this approach as a substitute for the present welfare
program. And Preeident Ford labels it too costly.
Richard Nathan, an economist at Brookings Institution, Washington, D.C.,
points out that there is still great political opposition to giving cash t.o people who
don't work. To win over such critics, he adds, compromises would have to be made
that would result in grants too small for families to live on.
For now, Mr. Nathan and many others believe that the best approach is to
improve welfare programs now on the books.
The Administration seems content to follow this route, chipping away at
spending wherever possible-despite protests from States and Congress.
COMPUTERS AND

LEG WORK:

WEAPONS'AGAINST WELFARE FRAUD

Under pressure from Washington, many States are trying to tighten up on
welfare rules that have made fraud easy.
Computers are being used in many places to ferret out people who have substantial amounts of unreported income but are nevertheless claiming-and getting--Government support.
DEMANDING DOCUMENTS

People applying for Aid for Families With Dependent Children must now submit to a tough certification process, instead of merely declaring eligibility. Birth
certificates, income statements and other similar records must be shown at welfare
offices.
"We've gone back to conventional investigating and are pushing hard to
prosecute fraud cases" says Alvis Roberts, a Louisiana welfare official.
One fraud ring in New Orleans was recently detected in which a small group had
set up 35 bogus families and filed claims on 133 nonexistent children. The cost:
$204,536 in food stamps and AFDC payments.
An equally flagrant case was uncovered by State investigators in Chicago,
where a woman was indicted on 27 counts of grand theft involving fraudulent
welfare checks. Authorities say that the woman may have accumulated as much
as $154,000 over the last five years, operating in a dozen States and using 80
different names, 81 addresses and three Social Security numbers. As many as
eight "deceased" husbands and 24 children were cited.
Illinois officials are hoping that a new "foolproof" computer system, soon to be
put in operation, will prevent such fraud and reduce welfare costs in that State by
250 million dollars a year.
TRACKING FATHERS

~'

But it takes leg work-not technology-to detect another kind of welfare
cheater: fathers who desert their families. The Department of Health, Education
and Welfare estimates that 1.3 million men have abandoned their families, leaving
their support to welfare agencies. Yet, studies show that half of these men have
incomes of $8,544 a year and up.
Most cities, aided by a new federal law that allows HEW to pay half the costs of
search efforts have set up special teams to track down these fathers.

Mr. DOLE. I could only sumgest to the Senator from Oklahoma and
others that I recognize the difficulty in bringing about quick cuts in
any program. We did discuss and did direct certain areas of inquiry
into the¶ood stamp program in the Budget Committee. But in medical
assistance alone the GAO found recently that the program for the
disabled and elderly, medicaid, has developed so fast that major
abuses-I am talking about abuses, not aSout the program-are
costing taxpayers $3 billion a year. Now, $3 billion a year can do a lot
for those under medicaid if we had proper administration of the
program.
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Under the food stamp programs, the Agriculture Department proposes to hold back part of its share of the administrative expense of
the food stamps to tate, and they do it not to scuttle the food stamp
program but because, they argue, that State errors and deceptive
practices by States are costing the taxpayers $740 million.
AFDC ERROR RATE

I do not believe, as I look over the Budget Committee report, that
we got into specific programs. But I would say that if we get into
AFDC programs, an early study conducted by HEW says that there
was a combined 41 percent error rate in the program. Now they are
trying to put a lid on it; they are trying to reduce that error rate on
ineligible, underpaid and overpaid from 3 to 5 percent.
So, it seems to me, it would not take very much digging to reduce
that deficit by $2.2 billion. Whether it is training of reservists, simulated flight training, flight pay, or base closures in the defense budget,
or employee travel, construction, new office space, there are, I think,
literally hundreds of examples where through a stretch-out or reduction
in programs we could realize the necessary saving.
I recognize that the amendment does not go far enough to many,
and to others it may cut too deeply. But I would again underscore I
am talking about 0.9 of 1 percent. I understand that the Brookings
report on where some future budget cuts might be made to hold down
the growth budget such as grant programs, certainly could reduce
costs.
CIVILIANS MILITARY PAY REVIEW

A review of pay comparability of civilians and the military, the
need to have one salary system where the benefits are somewhat
balanced in different categories are other examples of potential cuts.
So without being more specific, I think the Senator from Kansas
has tried, without undercutting the efforts of the Budget Committee,
to be responsible in suggesting that we can provide the leadership.
We have the potential in the Congress and the power in the Senate
and the Senator from Kansas hopes the amendment will be adopted.
Mr. MUSKIE. Mr. President, I yield myself 10 minutes.
Mr. President, I was struck by an observation made by the distinguished Senator from North Carolina, who appears to have left
the Chamber, suggesting that the prospective deficit in the committee
budget is some major percentage of what the total Federal budget
was 10 years ago.
These kinds of comparisons, Mr. President, are extremely deceptive and I do not think they are particularly useful.
As a matter of fact, if I recall the numbers correctly, the gross
national product in this country in 1932 was around $50 billion, so
that the deficit we are talking about is 50 percent larger than the
total gross national product in 1932, if that is a useful comparison for
anybody to make.
in that same year, it is noteworthy that we suffered an unemployment rate of about 22 percent. Almost 20 million Americans were
without work. I do not think we would want to transfer those conditions to date in order to get the Federal deficit down to that proportion of the gross national product in 1932.
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I think another point has to be made. There is so much talk about
the Federal debt that I think we ought to put it in the context of total
debt in this country.
In the special analyses section of this year's budget, there is a chart
on page 45 which shows the percentage distribution of net indebtedness in this country. It is interesting that chart the Federal debt is
little more than 15 percent of total debt in this country.
CONSUMER, CORPORATE DEBT LARGEST

Private debt is by far the largest share. By private I mean consumer
debt and corporate debt, and it is the fastest growing debt in this
country
So if one wanted to pick out horrendous figures to startle the imaginations and to strike fear into the fiscal hearts of average American
citizens, one could point out that they themselves are borrowing horrendous amounts of money at a faster clip than ever before in Amercan
history.
One could make the same point with respect to corporate debt.
Even State and local debt, despite the constitutional limitations on
that kind of debt, has been growing faster in these last 20 years than
Federal debt.
Of the three categories of debt, consumer debt, corporate debt,
State and local debt, Federal debt has been the slowest growing since
War II.
So as we inquire as to the justification of a debt-oriented economy,
we ought to look at the total picture and not simply the Federal debt.
I commend the attention of my colleagues to that chart on page 45
and I ask unanimous consent that the paragraph immediately under
the chart be included at this point in my remarks.
There being no objection, the paragraph was ordered to be printed
in the Record, as follows:
Since 1945, however, private debt has increased as a proportion of total debt
in every year and in every year the Federal debt held by the public (including
the Federal Reserve System) has decreased as a proportion of the total. State
tnd local government debt has risen in amount eve" year and has risen in
proportion to total debt for the period as a whole. From the end of calendar
year 1953 to the end of 1973, Federal debt held by the public rose 54% State
and local government debt rose 510%, and private debt rose 515%. By the end
of calendar year 1973, Federal debt held by the public was only 14 of total
debt. As a result of these trends, Federal debt and borrowing, although still
significant, have become relatively much smaller influences in the financial
markets.

Mr. MUSKxI. Now, if I may direct my attention more specifically
to the Dole amendment, the Senator makes a very tempting argument
that surely in a $365 billion budget, it should be possible to cut another
1 percent.
Well, it is so tempting that if we adopt it and we reduce the outlay
figure to $361.8 billion, then why not make the argument again and
say that surely with a budget of $361.8 billion, it is possible to cut 1
percent. That would then take us down, presumably, to about $357
or $358 billion.
Then let us make the argument again that surely in a budget of
that size it is possible to save an additional 1 percent.
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STEP-BY-STEP APPROACH CAN CUT BUDGET

By taking that step-by-step approach, we could get this budget
down to haloof what it is, by only cutting 1 percent at a time. Surely
somebody would be able to find somewhere in a program for comic
books, or all the other programs on the list the Senator from Kansas
had, another 1 percent that we could cut.
But the trouble with the argument is, may I say to the Senator,
that the Budget Committee went through all of the 16 functions
at considerable length trying to identify places where we could
squeeze out fat. We did not get down to the comic books, I concede.
Ours is not a program-oriented committee. Ours is a function-oriented
committee.
Nevertheless, in examining the totals to be spent in any function,
we went into considerable detail and no member was inhibited or
restrained from injecting into his argument any program which he
felt ought to be eliminated or cut and which would justify a reduction
in the function.
[Disturbance in the visitor's gallery.]

The

PRESIDING OFFICER.

The Senator will please suspend until the

Sergeant at Arms can restore order in the gallery.
The Senator will resume.
Mr. MUSKIE. As I say, no member was restrained from using any
program, or any ridiculous example of Federal spending, or any accumuE Ition of it, to justify a cut in the functional total for any of the
16 functions.
So I do not buy this argument that we did not pay attention to the
details.
ACROSS-THE-BOARD CUT PROPOSALS

•

Now, may I say that after the committee had gone through all of
the 16 functions trying to put together as tight a budget as it could,
we then addressed ourselves to several proposals to cut spending
across the board.
The first cut was the Hollings amendment to cut outlays across the
board by 1 percent-the same figure that the Senator is talking about,
a mere $3.5 billion. It was rejected by a vote of 11 to 3 for the very
reasons I have been trying to spell out and that the distinguished
Senator from Oklahoma spelled out.
Then we had the Nunn amendment to cut all of the temporary
recovery programs included in the budget, $4.5 billion. That resulted
in a tie vote, 7 to 7, and lost. There was also the Chiles motion to cut
$2 billion from the bottom line to be distributed in function 500, which
was the education, manpower and social services function, health law
enforcement and justice, and general government, and that lost Wy a
tie vote of 7 to 7.
So the committee addressed itself to these kinds of cuts.
Now, I understand the temptation to buy the argument that 1
percent could not be all that difficult. It does not appear difficult,
but let me make two points.

,4.
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WHICH FUNCTIONS TO CU

One, it was too difficult for any Senator to apply such a principle
in committee. No Senator who offered an across-the-board' cut was
able or willing to specify which functions ought to be cut. No Senator.
Second, if we reduce outlays by this amount, we are going to have
to find that $2.2 billion somewhere. Just this past week I received a
letter from the chairman of the Committee on Agriculture and
Forestry. This chairman in the record voted for that $25 billion cut
yesterday. What was the thrust of his letter to me? I will read it,
since the Senator from Kansas is ranking Republican on that
committee.
DEAR MR. CHAIRMAN: I have enclosed for the consideration of the Committee
on the Budget a request by Committee members for an additional $3 million for
foreign market development for fiscal year 1976. As the letter indicates, the
threatened loss of $7 billion in U.8. exports is an emergency that deserves immediate consideration. Therefore, the members of the committee feel that an immediate increase of $3 million in Federal funds for overseas market development
is imperative.
The PRESIDING OFFICER. The Senator's 10 minutes have expired.
Mr. MUSKIE. Mr. President, I yield myself another 5 minutes.

This request from the chairman is a most w-rthy objective, in this
Senator's judgment. But that is an additional spending.
If the Senate adopts the budget ceiling suggested by the Senator
from Kansas, it is then my responsibility to say no to things like this,
and it is the Senator's responsibility to say no to things like this.
This issue is going to crop up in every authorization bill and every
apropriation bill that comes to the Senate from now until September.
We are going to have to learn to say no to some of these things.
There is not some magic pot that contains $3.5 billion unrelated to
the real service needs and existing programs. We have to cut these if
we are to go any lower.
INFORMED, PRECISE CUT

NEEDED

I think as a budget committee one of our first responsibilities,
clearly, is to make it possible for the Senate to get away from acrossthe-board cutting. One of our responsibilities is to make it possible
for the Senate to make informed, precise cuts so that when we cut
$3.5 billion we know what we are cutting. We should not give Members
the excuse later to say, "Well, I voted for that cut, but I did not mean
that $3 million for agricultural research," or "I did not mean to cut
social security," or "I did not mean" this, that, or the other.
This process is supposed to impose discipline. The meatýaxe cut is
a temptation to indulge in our own priorities, and we have been doing
it for too long.
We said, "I am going to vote for this new program of $5 billion
because somewhere down the line I will find that $5 billion to my
satisfaction." Or, "I will cut $3 billion from this program because
somewhere down the line some unforeseen, fortuitous circumstance
will arise that will not confront me with the consequences of that vote."
I can understand Senators whose economic philosophy dictates a
more prudent budget course than that suggested by the Budget
Committee. I do not quarrel with that. All I ask them to do-because
I impose the same discipline on myself-is to tell me where they are
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going to cut and not leave it to chance that somehow the cuts will
skirt the programs they are interested in and avoid damage to the
agricultural program, avoid damage to the educational program, or
avoid damage to the health program.
That is not budget responsibility.
COMMITIED TO PROCESS

May I say, that is not in any way a denigration of the distinguished
Senator from Kansas. He gave us valued support yesterday, and I
believe he is committed to this process. I am simply answering the
argument because I think it needs to be answered here in the Chamber.
The argument of the Senator from North Carolina is an appropriate
and legitimate argument. The fact that I do not agree with it does not
make it irrelevant.
Now let me get to the specific numbers of the Dole amendment.
It is my understanding that the Dole changes are designed to reconcile
the estimates of the President and the committee by eliminating the
real differences after adjusting the estimates so that they reflect the
same assumptions. Presumably, this means that the Dole amendment
totals reflect his estimate of where the President's budget actually
comes out.
I shall give the Senate my own analysis of that point. On outlays,
we believe that the real difference between the committee's estimate
and the President's estimate is only $1.8 billion, not $3.2 billion as
Senator Dole suggests. The elements are as follows:
COMMITrTE ADJUSTMENTS

lo

The President's April 4 estimate was $355.6 billion. The adjustments by the committee are as follows: We reduced Outer Continental Shelf leasing receipts by $4 billion because we had no evidence at
all to suggest that the President's $8 billion figure would be realized.
Indeed, all of the evidence we had indicated that even the $4 billion
was
overgenerous. But we compromised at $4 billion.
. The
second item: Unemployment compensation is going to cost us
$1.9 billion more than the President's budget suggests. This is a hard
estimate by the Budget Committee staff.
Food stamp and other assistance programs that grow with growing
unemployment are going to add $600 million.
The medicaid program, which also grows in response to unemployment, adds another $200 million.
And then interest on the public debt which is unavoidable and
which is simply a product of numbers, adds another $900 million.
All of these additions should be included in the President's outlay
figure,. if that outlay figure reflected a candid and up-to-date analysis
of the implications.
That gives us a total adjustment figure of $7.6 billion, which is
$363.2 billion. So the relative difference is not $3.2 billion but $1.8
billion. If we are correct in that assumption, then what the Senator
proposes is to go below the President's figure which is, of course, his
prerogative. But I believe that point should be made clear.

337
IDEAS OF AUTHORIZING COMMrTMS

We now get to what a $3.2 billion cut could conceivably mean. The
total outlay figure of $365 billion voted by the committee came after
exhaustive consideration of detailed recommendations made to it by
all the committees in the Senate. I call the Senate's attention to the
fifth chart. There will be seen a potential outlay total of close to $420
billion. That is not a figure that the Budget Commttee picked out of
the air. That does not reflect ideas generated by the Budget Committee. Those are ideas that came out of the authorizing Committees that
are constantly working in their fields, plus other ideas that had clearly
developed steam and momentum in the Congress. So there is $240
billion of ideas that we had to consider and dispose of one way or another in getting down to $365 billion. That dierence is close to $55
billion of ideas and spending proposals, that the Budget Committee
rejected. We did not include comic books in that list, but we included a
lot of ideas with considerable merit which, in a less stringent environment, might well get the support, and the deserved support, of the
Congress of the United States.
But we said "no" to that $55 billion shopping list in order to get
down to $365 billion. Now the Senator from Kansas says,
Well, it ought to be possible to cut another one percent and then another one
percent and then another one percent.

I have not figured out how many 1 percents that $55 billion represents. One percent of $420 billion is $4.2 billion; so, roughly calculated,

we have done the Senator's exercise 13 or 14 times in order to get
down to $365 billion. If we do it another 14 times, we can get much
below the Senator's figure.
It is hard to argue that $1.8 billion to $3.2 billion cannot be cut
from a $365 billion total. I can only say to the Senate that the committee recommendation is already very tight, and a cut of even this
small amount could be significant.
I get back to the point I made earlier, that once we adopt a figure,
the Budget Committees of both Houses, if this budget process is
going to mean anything have to say, "No, no, no, no" to many proposals, just as the Budget Committee said, "No, no, no" to $55 billion
of worthwhile spending proposals.
REAL CUT POSSIILITIES

What are the likely possibilities for a cut of $3.2 billion? The Senator
from Kansas has told us about comic books, but let me get to what the
real possibilities are likely to be. The most likely possibility would
have to be the few new programs for program increases in the committee budget. This cut cannot be made in a way to skirt this entire
list of programs. Something on this list will have to be cut: real growth
in defense procurement; needed increases in energy programs; assistance to hard-hit railroads; amounts needed to offset costs of inflation
in education and social services programs; cost-of-living increases
for social security and other entitlement programs; increases to
maintain the real level of veterans compensation and pension; increases
to prevent additional burdens on medicare and medicaid recipients.
A $3.2 billion cut cannot be made with a small change; if I understand the effective work that the committee did in tightening up the
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functional total. $3.2 billion in cuts will have to come from programs
such as those. I recite them only to put the Senate on notice that those
are the kinds of decisions we are going to face if we adopt that kind of
ceiling; and I am going to be on the floor of the Senate, and Senator
Bellmon is going to be on the floor of the Senate, pointing out those
consequences of such a cut, as those consequences emerge mithe course
of our consideration of appropriations measures from now on.
I have made my case at greater length than, perhaps, I intended;
but I wanted to make some points in response to some of the debate
yesterday as well.
APPRECIATION OF SUPPORT

I again express my appreciation to the distinguished Senator from
Kansas for his support yesterday. I understand, I think, what is in
his mind in connection with this amendment. But I think it is extremely
important that this record be made as I have tried to make it.
Mr. DOLE. Mr. President, I appreciate the statements by the
Senator from Maine.
The Senator from Kansas might say, in defense, that had the Senator from Kansas been present on the last day the Budget Committee
met, the result might have been different. I point out that vote No.
24, which would have cut $4.5 billion from temporary recovery programs, was rejected on a 7-to-7 tie.
On Chiles motion to cut $2 billion from the bottom line, there was a
7-to-7 tie.
Unfortunately, the day prior to that, the Senator from Kansas had
taken a rather severe fall when trying to appear for a vote. Thus, the
Senator from Kansas was unable to be at the committee for the final
series of votes.
I suggest to the Senator from Maine-not as a defense-that had
the Senator from Kansas been there, the total budget figure might
have been $5 billion less.
I am splitting the difference with the Senator from Maine. I am
suggesting now a $3.2 billion cut.
NATIONAL DEFENSE CUTS

With respect to the argument that we cannot cut across the board,
we did it in the committee on a function-by-function basis with the
Mondale amendment to cut out functions of national defense to $90
billion. That was one example. There are hundreds of programs in the
Defense Department. When we started offering motions in the committee to cut $500 million from this functional area or that functional
area, we were in essence cutting across the board. We did not specify
where within that function the spending cut should be made or the
spending addition should be made.
Mr. Musliue. Mr. President, will the Senator yield?
Mr. DOLE. I yield.
Mr. MusKIE. The Senator's argument that the committee's function in deciding functional totals is an across-the-board process, I

think, is an argument that we should change the nature of the Budget
Committee. We deal only with functional totals and make assumptions which I think most of us try to express in committees about
where reductions or increases are to come.
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I think that every proposal I presented to the committee detailed
the assumptions I was making as to where cuts could be made or
increases should be provided, not that such assumption committed the
Budget Committee or the Senate to the particular programs that I
took into account. But that is something different, I submit to the
Senator, than the kind of across-all-functions cut the Senator is proposing today.
~
Mr. DOLE. I thank the Senator from Maine.
MEDICAID PROGRAM ABUSES

In addition to the comic books to which I made reference, a GAO
report has indicated that abuses in the medicaid program are costing
the taxpayers $3 billion a year. That is a rather substantial amount.
In the food stamp program, because of deceptive practices and faulty
reporting, about $740 million is not going to recipients but is being
misused by the various States.
I submit that if we go down the list of votes taken in the committee
the last 2 or 3 days, they were offered on a function-by-function basis.
The third vote was on an amendment by the distinguished Senator
from Delaware (Mr. Biden) to cut out function 050, which is national
defense. He wanted to cut it to $87 billion. I cannot recall that Senator
or any other Senator giving us an item-by-item accounting of how that
would come down from $94 to $87 billion. He said it was too large,
and he made some general statements.
The Senator from Kansas believes that that is a precedent. All the
Senator from Kansas suggests is that instead of doing it by function,
we do it across the board.c
Mr. MUSKIE. I think that oee of the reasons why the Biden amendment was defeated was that he did not detail the places where the cut
was to be made, and that is precisely the reason why the Senator's
amendment should be defeated.
Mr. DOLE. The Chiles amendment, which is No. 5, to cut national
defense to $91.9 billion, was accepted by a vote of 11 to 4, and I suggest that the same argument was made to raise the amount by $5
billion.
GENERAL AREA CUTS

(i

The Senator from Kansas only points out that in an effort to satisfy
what I knew would be an objection-and that is that it is an acrossthe-board, meat-ax approach-I pointed out some general areas where
this Senator felt cuts could be made, whether it be transportation,
maritime, agriculture, or whatever.
Essentially, I share the view expressed by the Senator from Maine:
If we cut I percent today why can we not cut 1 percent tomorrow?
The answer is that we, hopefully, may not be here tomorrow on this
particular legislation. Maybe another amendment will be offered, if
this one is adopted, to cut it 1 more percent.
It occurs to me that we can do that. The Senator from North Carolina has an amendment that will cut it a great deal more than ninetenths of 1 percent. But insofar as across the board is concerned, I
think we have well established that precedent within the committee.
The Senator from Kansas says again that had the Senator been there
on the final day-unfortunately he was not, because of no fault of
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the Senator from Kansas-the budget would have been less. The
outlays and the deficit would have been reduced by about $6.5 billion.
I think perhaps that amount would have been accepted by the committee and we would be here today arguing, instead of about $365
billion, maybe about somewhere around $358 or $359 billion, and the
Senator from Kansas would not be offering an amendment at this time.
Mr. MCCLURE. Will the Senator from Kansas yield?
Mr. DOLE. I yield to the Senator from Idaho.
Mr. MCCLURE. I thank the Senator for yielding.
PRIVATE, PUBLIC DEBT INCREASED

I noted earlier, in the response of the Senator from Ma
hat he
made some comment about the table that shows all kinds of debt in
the United States has increased and private debt has increased more
than public debt; therefore, the increase in public debt should not
frighten us. It is a little like the argument that my wife might try to
use on me if, indeed, our family budget is out of balance and all of a
sudden, she points to my spending as the cause of it and ignores her
part of the spending. I can reply only that, well, since you have spent
a geat deal, if I spend a great deal, that will make it all right.
Iam not sure that I can follow the argument that because private
debt has increased that justifies an increase in public debt.
Mr. MUsKIE. Will the Senator yield?
Mr. DOLE. I am happy to yield to the Senator from Maine.

00

Mr. MUSKIE. That is not my argument. I just hear these horrendous
numbers thrown around so that it seems to me that they ought to be
ut into perspective from time to time. It is not my purpose to
frighten anyone into doing anything about their own spending or
Government spending. My point is that we should try to make these
expenditures responsibly and rationally, taking into account the
consequences and perspectives. But the argument on deficit spending
that I have heardhere for the last 2 days goes on as though nobody
else in this whole economy ever invests by creating debt, or ever
meets temporary emergencies by creating debt.
Yesterday, Chrysler announced another rebate program. That is
deficit spending, as I understand their financial condition. They are
engaging in it. I have not heard any outcries against deficit spending
by the private sector.
All I am trying to do is put this into some perspective. That is the
whole purpose of the chart in the book. I do not think I was trying to
fri hten anybody.
Mr. MlCCYLURE. Will the Senator yield further?
Mr. DOLE. Yes.

How much time does the Senator from Kansas have remaining?
The PRESIDING OFFICER. The Senator from Kansas has 21 minutes.
Mr. DOLE. I am happy to Ield to the Senator from Idaho.
Mr. MCCLURE. I thank the Senator.
NO FUNCTIONAL AREA CUTS ANTICIPATED

Wo went through the budget for weeks, literally weeks or months.
We head seminars, we had panel discussions, we reviewed the budget
by functional area, and we decided that we could not cut it by functional area. Then it is argued that we cannot cut it across the board.
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As I recall the general tenor of the discussions in the Committee on the
Budget they were along the line that we will not cut any of the programs from their existing level; we will allow all of the programs to
grow by the amount of inflation and we will allow them the increases
which are justified, because of economic downturn.
The Senator from Maine is exactly correct when he refers to the
fifth chart over there, with $416 billion in desired spending, that shopping list that was presented to our committee by the authorizing committees. But every time something was reduced from that list to get
to the spending level that is in the committee's resolution, it was a
reduction in a request for new spending authority and was not a reduction in existing spending authority. So, while the people of this country
are being asked to accept a recession which disciplines them, which
causes them some reduction, while every worker in this country who
is employed has a reduction in his standard of living, because the
worker's real spendable earnings are down, we are saying that every
Government spending program must be guaranteed its cost-of-living
increase.
Mr. MUSKIE. Will the Senator yield?
Mr. MCCLURE. In just a moment, I will.
NO CAP ON MILITARY RETIREMENT PAY

As a matter of fact, there was some discussion about whether or not
we should agree with or disagree with the President's suggestion for a
5-percent cap on the cost-of-living increases for certain categories of
puy and entitlements. The record is not precise on this point as to what
the Committee on the Budget did in this area. It is precise on the point
that there would be no cap on military retirement pay, there would
be no cap on social security pay, there might or might not be a cap
on military pay, there might or might not be a 5-percent cap on
civilian employment by the Federal Government. But in virtually
every instance, we were talking about the size of increase that was
to be granted under this very tight budget-not whether or not
there were going to have to be decreases, because Government
income is down, because we are in a recession, because we have less
income than we had last year. The report of the Committee on
the Budget says that this is not a spending deficit, it is a recession
deficit, which is simply another way of saying we did not spend
ourselves into this, it is because the economy went bad that we
have it. Btt it is implicit in that, that if income goes down, we do not
cut our expenditures to match that decrease in income, we simply
expand debt.
Reference was made yesterday afternoon to the fact that the
bankers say we can finance that debt. Yet I think every one of us-I
know I did and several others did-got a telegram from the president
of the American Bankers Association saying we should not gauge
the size of the debt by whether or not it can be financed, because we
can finance any size debt we want to come up with if we simply expand
the size of the debt and turn on the printing presses. He points out
in his telegram, as I have tried to point out, that that has inevitable
inflationary consequences.

INFLATION PRIMARY CONCERN OF PEOPLE

* As the Senator 'from Oregon yesterday pointed out, inflation is
still the primary concern of the majority of the American peoplecertainly not those who are unemployed, but the majority who are
still employed are more concerned about the ravages of inflation
than they are about the effects of recession, and we, in this resolution,
are not paying adequate attention to that concern of the American
People. Nor do 1 believe we are adequately or accurately reflecting
the consequences of our actions in this kind of budget deficit so far
as the inflationary pressures will be concerned, say, 15 or 18 months
from now.
I thank the Senator from Kansas for yielding this time.
Mr. DOLE. I assume we have no time problems.
Mr. MUsKIE. I shall be happy to yield any time the Senator
wishes.
Mr. DOLE. I yield to the Senator from Maine to respond to the
Senator from Idaho.
Mr. MusKIE. I want to make this point: The Senator from Idaho
said the committee's deliberations were concerned only with whether
or not we were going to add to the inflation; that it cannot be cut.
The Senator discusses this as if he were not a member of the committee.
Mr. MCCLURE. Will the Senator yield on that point, because I do
not think he accurately repeated what I said? I was not referring to
the President's budget when I was talking about increases or cuts,
I was talking about last year's; the current fiscal year's spending levels.

NO OFFERS FOR PROGRAM CUTS

-Mr.

Mr. MUSKIE. Well, I will take that. My point is still the same. The
Senator talks as though he were not a member of the committee. The
Senator was present, and he was in the position and had the prerogative of offering any cut in any function that would result in a reduction
of current spending levels for any program, and he did not do so, to
the best of my knowledge. He did not.
Mr. MCCLURE. Will the Senator yield further?
Mr. MUSKIE. The Senator did offer an across-the-board cut, after
we had finished the functional discussion, but he offered no amendments as to the functions. There was one amendment to cut a function
below current services. That Was defense, and the Senator from Idaho
opposed that.
MCCLURE. Will the Senator yield?
Mr. DOLE. I yield to the Senator from Idaho.
Mr. MCCLURE. I thank the Senator for yielding.

I think the Senator from Maine will recall that during the course of
the deliberations and the several motions that were made on various
functional cuts, I was present and voted, and I did vote for many of
those cuts, some of which were adopted, many of which were not. When
he made the list of motions that were made in the committee in attempts to reduce the size of the budget, not included in either the report
or the Senator's recitation was the motion I made to cut by 8 percent
across the board, which was decided by a voice vote, because after the
Holligs amendment for a 1-percent cut failed, I thought there was no
om.t m asking for a rollcall vote when it was obvious it was going to
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I did offer that cut because it was apparent that we had been unable,
as we went through the functional categories of the budget, to reduce
the size of the deficit, because of the overwhelming desire on the part of
the committee to continue all of the programs at existing or higher
levels.
Mr. MUSKIE. My point is still valid. The Senator offered an acrossthe-board cut of $29 billion when we were through with the functions.
He did not offer amendments in the markup on the functions. So far as
I could detect in the initiative he took, it was a program for functionby-function cuts that would add up to the $29 billion.
OPPOSED DEFENSE CUTS

The Senator has described the function of the Budget Committee as
one to protect existing programs. No one said that. Everyone, including the Senator from Idaho, had the pliemg~tive to cut mot'e. For example, there were motions to cut function 05b,-7hich was defense, by
$20 billion, or $10 billion, or $5 billion, in order to get current programs cut. That was done. There were two votes that would have had
the effect of cutting t3-1defense budget below current services, and the
Senator opposed both of those. There were no other cuts proposed in an
existing function by the Senator or any other member of the committee.
Certainly that was the Senator's prerogative. He might have thought
that was a fruitless thing to do, but he did not test it. So I object to the
characterization of the Budget Committee's deliberations as designed
to protect current spending levels.
Any
of the
committee,such
including
thethe
Senator
Idaho,
•.had
tilemember
prerogative
of suggesting
cuts. To
best offrom
my knowltedge, the only cuts propo3ed were those in the defense function. The
S•ator from Delaware, I think, offered one; the Senator from South
Da4kota (Mr. Abourezk) offered one; and the Senator from Minnesota
(Mt Mondale) offered one. Those were all opposed by the distinguished Senator from Idaho.
Mr. MCCLURE. Mr. President, will the Senator yield further?
Mr. DOLE. I yield.
Mr. MCCLURE. I do not mean to take all the Senator's time.
DESIGNED TO PROTECT CATEGORICAL CUTS

I did not intend to convey that the budget procedures were designed
to protect against categorical cuts. I never made that statement. I
certainly did not intend to convey that the procedures were designed
for that result.
All I am saying is that that was the result, that the deliberations of
the committee were as to how large the increases should be, based upon
increased costs, based upon increased inflation, based upon the necessary expansion of programs which were implicitly assumed to be
so-called uncontrollable items.
The Senator is not correct when he says there were no suggestions
made to cut any functions. The committee report itself shows that.
, The Senator is correct in stating that I voted against the motions
'i*hich were offered to cut the defense budget outlays. Those specific
motions I specifically opposed. I supported all the others.
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I thank the Senator from Kansas for yielding.
Mr. MUSKIE. I repeat my point that to the best of my knowledge,
beyond the defense function, amendments designed to cut programs
below current services were not made. There was disagreement about
how much might be needed above current services. To the extent that
those represented something smaller than someone else suggested,
there were absolutely none.
Let me say to the Senator from Kansas that it has been suggested
that we try to program the vote for 10 minutes to 1. There is going
to be some nongermane discussion going on from 12:30 until that time,
which would leave us with only about 4 minutes left.
Mr. DOLE. The Senator from Kansas needs about 1 minute. The
Senator from New Mexcio has some questions to propound to the
Senator from Maine.
Mr. MUSKIE.-I wanted to use the remainder of my time. Might I
suggest that the votes come at the end of the nongermane discussions?
Mr. DOMmNICi. Mr. President, reserving the right to object, are we

already scheduled to get off this and onto some other matter at 12:30?
Mr. MUsKIE. Yes. Would a vote at 1 o'clock be better?
Mr. DOLE. A vote at 1 o'clock might be better.
Mr. DOMENICI. I would prefer to have 10 minutes. If the chairman
is going to be on the floor, Iwanted to exchange some views with him.
Mr. MusKxiE. Mr. President, I ask unanimous consent that the vote
on the Dole amendment take place not later than 1 o'clock p.m.
The PRESIDING OFFICER. Is there objection? Without objection, it
is so ordered
Mr. DOLE. I ask for the yeas and nays on the amendment.
The PRESIDING OFFICER. Is there a sufficient second? There is a
sufficient second.
The yeas and nays were ordered.
BUDGET GOAL OF 0.9-PERCENT REDUCTION

Mr. DOLE. Mr. President, a 0.9-percent cut will merely establish
the budget goal which the Appropriations Committee will attempt to
meet. It may be that a $3.2 billion cut cannot be made without cutting
into important recession-fighting programs. If that is the case at the
time of the second resolution in September, the budget figures can be
adjusted accordingly.
Nevertheless, if we accept my amendment, the Senate will be on
record in favor of an attempt to find the fat in the budget. We may
find more than $3.2 billion. It may be that we can safely reduce expenditures, if not by more, by less. Perhaps by one-half of 1 percent.
Even that would be an accomplishment.
Finally, I would restate my confidence in the budget process, in the
committee, in its deliberations, and in the Senate of the United States.
It seems to this Senator that we should not be bound by what the
administration suggests might be the deficit. We ought to make our
own determination, and insofar as across-the-board cuts are concerned,
there is Feat precedent; they have been made within the defense
functional category. So I do not believe that the amendment violates
I
that principle at all.
I would reduce outlays by $3.2 billion, which would decrease the
deficit by about $2.2 billion, and would reduce the deficit forecast by
the administration from $59.6 billion to $57.4 billion.
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Mr. President, I reserve the remainder of my time.
CLARIFICATION FOR RECORD

f

Mr. MusKIE. Let me take just 30 seconds to make a point, because
I may have been inaccurate in something I said to the distinguished
Senator from Idaho, and I would like to make this clarification for the
Record, and also address myself to the merits of the amendment.
In the budget, we did cut $1.8 billion from uncontrollable income
security outlays. It was the thought of those who sponsored that cut
that those savings could be achieved out of administrative savings.
The Senator from Louisiana (Mr. Long) yesterday suggested that
such a cut would be very difficult to realize in fiscal year 1976, and
said that on an annual basis that amounted to about $3.6 billion, and
he thought that was really out of the ball park.
That was a cut in current services in tat sense, and I wanted to
make the Record clear. I think the Senator from Idaho supported that.
Mr. MCCLURE.

I would say that is correct.

[From the Congressional Record-Senate, Apr. 80, 1975]
CONGRESSIONAL

BuDGETr DzT

xINATION

The Senate continued with the consideration of the concurrent
resolution (S. Con. Res. 32) relating to a determination of the congresssional budget for the U.S. Government for the fiscal year beginning July 1, 1975.
Mr. MusKIz. Mr. President, I am happy to yield 5 minutes to the
Senator from New Mexico.
Mr. DOMENICI. I thank my distinguished chairman.
Mr. President, I was listening when our distinguished chairman indicated quite forcibly that he and the distinguished Senator from
Oklahoma, the ranking member of the Budget Committee, would be
here throughout the year as appropriation matters came before the
Senate. That is, as outlay bills came to the Senate to call to the attention of the Senators and the people, obviously, the real facts about
the relevancy of the ongoing budgetary process and our ceiling.
I would say to our distinguished chairman and ranking member that,
of course they started last year on this process, and to look into this
year obviously required tremendous courage to even undertake the
optional chore for this year, for we did not have to do anything.
Not by way of complaint but just by way of looking at it, I think
hindsightedly I wish we had been even more bold and had gone ahead*
and accepted the challenge that is ours by mandate for next year and
set the functional guidelines and limits as part of the resolution.
FUNCTIONAL CATEGORIES CEILING

I know that for a period last year, we looked into this year as an
almost impossible chore. But, as a matter of fact, we did a pretty.good
job of analyzing those functional categories and setting their ceilings
as we saw fit. When we added them up, that was our outlay figure.

52-659 0 - 75 - 23
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I was pleased to hear the Senator say that he would be here to talk
about the abuses that might occur which might bring the U.S. Congress unwittingly at the end of the budgetary process, say as late as
November, with an outlay figure of $10, $12, or $14 billion in excess
of this.
I might say to my distinguished chairman and ranking member I
have grave concern as to how the chairman and Senator Bellmon, and
others on the Budget Committee-and I join you in saying "I will do
that"-will do it very effectively. I think we ought to talk about that
a little bit today.
LIMITATIONS ON FUNCTIONS NOT BINDING

We know our functional limitations are not binding on anyone. But
it appears to me that it is our responsibility, and I hope that our Appropriations Committee will consider it their responsibility, to have a
running total during the year, comparing the appropriation bills to
some benchmark figures. I hope the benchmark figures they choose
are those that we set in our functional area. Even if they choose to
say, "They are not binding on us this year," it appears to me that
there should be some mechanical means of relating the budget bill
and the appropriations bills which come to us. Few of them are limited
to one functional area, as the chairman well knows, and most of them
cover two, three, and some four functional areas. I hope we will find a
way, and that the Appropriations Committee will join us in relating
mechanically what is in those appropriation bills to this as a benchmark. I hope that is what our distinguished chairman had in mind
when he said that he would be here to remind the Senate and to
remind the people if we are indeed going to reach no more of an outlay than that which we agree upon, whether it is agreed upon now or
in the second concurrent resolution.
I have been here only a few years, Mr. President, but it seems to me
that if we do not do that, then what we will be doing is what we have
done all these years. I can see in a short 2 years and 3 months where
we have had a distiDunished Senator come to the floor with a resolution saying, "It is the sense of the Senate that we not spend more
than"-and we put a figure in. I remember one at $295 billion. Then
we all join in saying we are for that. We send out to America that the
Senate has voted a sense-of-the-Senate resolution that we will not
spend more than $295 billion.
FREE TO PICK, CHOOSE

But that was the one and only time that a majority of the Senators
voted for that kind of limitation. On all other appropriation matters
they are free to pick and choose, and they are free to not relate one to
another. When the year ends and it is $20 billion more than that, they
are free to play games with America and with their constituents by
saying "I voted against one and for another" and "It was not my
fault that it came out $20 billion over for I supported the $295 billion
resolution."
The Senator's time has expired.
Mr. DOMENICI. Will the Senator yield another 3 or 4 minutes?
The PRESIDING OFFICER.

Mr. MusKIE. I yield another 4 minutes.
Mr. DOMENIOC. I thank the Senator.

<

I do hope, Mr. President, that those who read the Record of our
proceedings, those who read the chairman's answer to Senator Dole's
proposal that we cut, clearly understand that neither our figure nor
his figure, if it were adopted, nor a figure with $3 billion more or $4
billion more for outlays is going to be effective unless we use some kind
of system to relate the various appropriation bills'that are going to
come before us to benchmark figures and have a running total. We
know the Budget Reform Act wil give that to us next year and, indeed,
it will mandate the CBO to do it for us. If we do not, then I do not
think it is very relevant whether we adopt the cut of the Senator from
Kansas today, or whether we adopt our $365 billion. I believe our
distinguished chairman will agree with me that in difficult times like
these everyone has a proposed solution to the problem, a proposed
solution which costs money.
MANY APPROACHES TO HOUSING PROBLEMS

There are pending in authorizing committees innumerable approaches to solving the problem of housing; the problem of more public
works, and, as the distinguished chairman knows, the countercyclical
needs of our counties or States. The list can go on and on and on.
Many of those will get out of the Appropriations Committee and will
appear before this body without any relevance to what we have
considered. I just hope that this year's first effort does not turn out
to be a charade because the process has great promise for the future.
I am extremely concerned that, after all of this effort, if we go $10
billion or $15 billion over the outlays by the time we finally send
everything to the President, even if it be after the second concurrent
resolution, we will have diminished the capacity which is so inherent
in this committee, the capacity for some real prioritizing, some real
macroeconomics and some real feeling by Congress of what it is doing,
not only 1 year at a time but over a 3- or 4-year period.
Mr. MusKyic. Mr. President, will the Senator yield?
Mr. DOMENIC!. I am delighted to yield.

Mr. MUSKIE. Clearly, as the Senator has suggested, discipline in
this process only begins now. Whether it will work depends on what
happens down the road.
n a sense, an amendment such as the Dole amendment, if adopted
could well undercut the possibilities of imposing this discipline. If
what we require here as the result of our votes is an outlay ceiling that
is unrealistically low and has the effect of cutting into what a majority
of the Senate might subsequently feel is cutting into muscle and not
just fat, then the disposition to brush aside the totals we adopt will
be greater.
What we undertook to do was take a realistic view of what the
requirements are in the light of current services, current spending, the
pressures of the economy upon individual citizens, and so forth, in
order to come up with a realistic figure.
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RISE IN UNMPOYMENT COMPENSATION
The argument for the Dole amendment with respect to cutting
$3 billion out of $365 billion is that surely there is some way to find
that money. But that represents a part of the flexibility that made it
possible for Senators to oppose different cuts in defense or to oppose
deeper cuts in income security programs, and so forth. It is that kind
of discipline that I think the Senator has in mind when he says that we
have to monitor this. We do have that responsibility. Many of these
costs are not within our control. Unemployment climbs. The cost of
unemployment compensation programs is going to rise without the
Budget Committee of Congress doing a thing about it, and that will
have the effect of pushing the spending ceiling up. Or, if interest costs
rise, the cost to the Federal Government will go up.
We have to bear those matters constantly in mind as we consider
the controllable outlay figures associated with a particular program.
USE FUNCTIONAL TOTALS AS BENCHMARKS

Mr. DOMENICI. I ask the chairman, Is it not going to be impossible
to monitor unless we use our functional totals at least as benchmarks
from which to draw conclusions and to discuss it publicly in terms of
the current relationship of the process to something? Wilf we not have
to use them as basic benchmarks?
Mr. MusKIE. I think so; certainly not in the mandated sense that
they will be next year, but in the sense of calling attention to the
consequences of not following these benchmarks.
I think we have to try to force the Senate to be consistent. When it
increases a functional total above the numbers that we use, then that
should be offset by a decrease somewhere or a deliberate decision to
*increase spending.
Mr. DOMENICI. I thank the Senator.
Mr. BELLMON. Mr. President, will the Senator yield?
Mr. DOMENICi. I yield.
Mr. BELLMON. Mr. President, I commend the Senator for raising
this point.
As a member of the Appropriations Committee as well as a member
of the Senate Budget Committee, it is my intention to help our chairman monitor the progress of appropriations bills through the Senate,
and particularly to be in position, on the Appropriations Committee,
to call attention to the functional levels of spending that the Budget
Committee has contemplated in our present resolution.
HIGH LEVEL OF COOPERATION

I believe I can say that based upon the observations I have made of
the actions of the Appropriations Committee since our Budget Committee started to function, we are going to have a high level of cooperation from the Appropriations Committee, which I think will be very
helpful and beneficial to this whole process.

Mr. DOLE. Mr. President; will the Senator yield?

Mr.

BZLLMON.

I yield the floor..

Mr. DOLE. Mr. President, I stress again that I believe strongly in the
committee and the process, and I hope I have said nothing that would
indicate otherwise.
Adoption of the amendment simply would reduce the deficit from
$67.2 billion to $65 billion-if we use the Budget Committee figures,
which I think are fairly realistic. It would reduce the administration's
forecast deficit from $59.6 billion to $57.4 billion. In essence, that is
what, the amendment would do.
I repeat that we have had across-the-board cute and additions on a
function-by-function basis. This is not across the board. I recognize
that we cannot cut the amount of interest paid on the national debt
and certain other programs. But I believe that it would get us back
from conference with about the same figure the Budget Committee has
now $67.2 billion.
Mr. BELLMON. Mr. President, will the Senator yield?

Mr. DOLE. I yield.
Mr. BELLMON. In the interest of preserving the process, would tho

Senator be interested in withdrawing his amendment?

AMENDMENT WILL STRENGTHEN PROCESS

Mr. DOLE. No. I want to strengthen the process, I say to the Senator
from Oklahoma. We can preserve it by defeating my amendment. We

can strengthen it by adopting my amendment.
The PRESIDING OFFICER. Under the previous order, the Senate will

now proceed to vote on the amendment of the Senator from Kansas.
On this question the yeas and nays have been ordered, and the clerk
will call the roll.
The assistant legislative clerk called the roll.
Mr. ROBMRT C. BYRD. I announce that the Senator from Arkansas
(Mr. Bumpers), the Senator from Michigan (Mr. Hart), and the
Senator from South Carolina (Mr. Holling), are necessarily absent.
Mr. GRIFFIN. I announce that the Senator from V'rga (Mr. Scott),
is necessarily absent.
The result was announeed-yeas 33, nays 62, as'ollows:
[Rolcall Vote No. 154 Leg.)

YEAS-33
Allen

Garn

Nunn

Hruska

Stone

Baker
Bartlett
Brook
Buckley
Byrd, Harry F. Jr.

Goldwater
Griffin
Hansen
Hatfield
Helms

Ce
Curtis
Dole
Fannin

Laxalt
McClellan
McClure
Morgan

B d Robert

d.

Packwood
Pearson
Proxmire
Roth
Scott, Hugh
Talmadge
Thurmond
Tower
Young

~'h.

-

*''

*

A
NAYS82'

Abouresk
Ba~yh

BeA
,
Bellmon
Bentsen
Biden
Brooke

Burdick

Cannon
Case
Church
Clark
Cranston
Culver
Domenici
Eagleton
Eastland
Fong
Ford
Glenn
Gravel
Bumpers
Hart, Philip A.

Hart,
HaftkeGray W.
Haskell
Hathaway
Huddleston

Humphrey

Inouye.
Jackson
Javits
Johnston
Kennedy

Montoya
Moes
Muskie
Nelson
PastQre
Pell
Percy
RaIndolh
Ribtcoff
Schweiker
Sparkman

Leahy
Long
Magnuson
Mansfield
Mathias
McGee
McGovern
McIntyre
Metcalf
Mondale
NOT VOTING-4
Hollings

Stafford

Stennis
Stevens
Stevenson
Symington
Tunney
Weicker
Williams
Scott, William L.

So Mr. Dole's amendment was rejected.
AMENDMENT TO

BUDorE Aumoxnr

The PRESIDING OFFICER. The Chair now recognizes the Senator
from Minnesota (Mr. Mondale).
Mr. MONDALE. Mr. President, on behalf of myself and Senators
Humphrey, Javits, Williams, and Schweiker, I call up my amendment
No. 387. 1 modify it to conform to the language of the amendment
which I now send to the desk, and I ask unanimous consent that the
reading of the amendment be dispensed with.
The PRESIDING OFFICER. Without objection, it is so ordered.
Mr. Mondale's amendment No. 387 (as modified) is as follows:
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IN THE SENATE OF THE UNITED STATES
APRIi 29 (legislative day, APmnx 21), 1975
Ordered to lie on the table and to be printed

AMENDMENTS
Intended to be proposed by Mr. MONDALB (for himself,
Mr. HuMPRY, Mr. JAvrrTs Mr. WILLIAMS, and Mr.
SCHWEIKER) to 8. Con. Res. 32, concurrent resolution relating to a determination of the Congressional Budget for the
United States Government for the fiscal year beginning
July 1, 1975, viz:
AMENDMENT To BURiE AUTHORITY

1

2

On page 1, line 8, strike out "$388,600,000,000" and

3 insert in lieu thereof "$397,600,000,000".
4

5

1

AMENDMENT TO REVENUES

On page 2, line 1, strike out "$67,200,000,000" and

6 insert in lieu thereof "$64,700,000,000".
7

On page 2, line 2, strike out "$69,600,000,000" and

8 insert in lieu thereof "$67,100,000,000".
Andt. No. 387
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2
1

On page 2, line 5, strike out "$297,800,000,000" and

2. insert in lieu thereof "$300,300,000,000".
On page 2, lines 8 and 9, strike out "$295,400,000,000"
3
4 und insert in lieu thereof "$297,900,000,000".
5

On page 2, line 11, strike out "$617,600,000,000" and

6 insert in lieu thereof "$615,100,000,000".
7

On page 2, lines 11 and 12, strike out "$620,000,-

8 000,000" -and insert in lieu thereof "$617,500,000,000".
9

10

TEMPORARY ItOGRAMS

On tiage 2, between lines 13 and 14, insert the follow-

11 ing new section 2, and renumber successive sections ac12 cordingly:
13

"SEC. 2. The Congress hereby determines that, in the

14 event of continued high levyelsof unemlo°ymen

additional

15 authority for outlays for temporary proP'mms will be neces16 sary. Therefore:
17

"(a) (1) In the event that the rate of. national unem-

18 ployment as measured by the Bureau of Labor Statistics of
19 the Department of Labor shall have averaged .8. per centum
20 or more for the three months prior to .the beginning of the
21 fiscal year, the appropriate level of total budget outlays
22 provided in clause (1) of section 1 shall be. increased by
23 $7,500,000,000; the amount of deficit appropriate in the
24 light of economic conditions and all other relevant factors
25 under clause (3) of section 1 and the appropr•io level of
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8
1 the Federal debt under clause (5) of section 1 shall be in2 creased by $6,000,000,000, and the recommended level of
3 Federal revenues under clause (4) of section 1 shall be

4
5

increased by $1,500,000,000.
"(2) In the event that the provisions of the preceding

6 subparagraph are not invoked and, at any time subsequent

7 to the beginning of the fiscal year, the rate of national unem8 ployment as measured by the Bureau of Labor Statistics of
9 the Department of Labor shall have averaged 8j per centum
10 or more for three consecutive months, then the provisions of
11 subparagraph (A) shall apply as if such rates of unemploy12 ment had occurred prior to the beginning of the fiscal year,
13 except that the increases in total budget outlays, deficit,
14 debt, and revenues shall each be reduced by the same pro15 portion as the number of months in'the fiscal year which
16 have elapsed bears to the number of months in the fiscal

17 year.
18

"(b) In the event that the national rate of unemploy-

19 ment as measured by the Bureau of Labor Statistics of the

Ol

20 Department of Labor shall average 6 per centaun or less
21 for any two consecutive months during the fiscal year, then

no further outlays shall be appropriate under the provisions

23 of this section.".
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AMENDMENT NO. 887 (AS MODIFIED)

On page 1, line 8 strike out "$388,600,000,000" and insert in lieu thereof
"8$397,600,000,00."1
AMENDMENT TO REVENUES

On page 2, line 1 strike out "$67,200,000,000" and insert in lieu thereof "$64,700,0000000 ; on page 2, line 5 strike out "$297,800,000,000" and insert in lieu
thereof "$300,300,000,000"; on page 2 line 11 strike out "$617 600,000,000" and
Insert In lieu thereof "$615,100,000,006"; an don page 2 line 21 strike out "$63,200,000,000" and insert in lieu thereof '$60,700,000,00$."
TEMPORARY PROGRAMS

On page 2, between lines 13 and 14, insert the following now section 2, and
renumber successive sections accordingly:
"SEc. 2. The Congress hereby determines that, in the event of continued~high
levels of unemployment, additional authority for outlays for temporary programs
will be necessary. Therefore:
(a) (1) In the event that the rate of national unemployment as measured by the
Bureau of Labor Statistics of the Department of Labor shall have averaged 8%
percent or more for the three months prior to the beginning of the fiscal year, the
appropriate level of total budget outlays provided in clause (1) of Section I shall
be increased by $7,500,000 000; the amount of deficit appropriate in the light of
economic conditions and all other relevant factors under clause (3) of Section I
and the appropriate level of the federal debt under clause (5) of Section I shall be
increased by $6,000,000,000, and the recommended level of Federal revenues under
clause (4) of Section I shall be increased by $1,500,000,000.
(2) In the event that the provisions of the preceding subparagraph are not invoked and, at any time subsequent to the beginning of the fiscal year, the rate of
national unemployment as measured by the Bureau of Labor Statistics shall have
averaged 8% percent or more for three consectutive months, then the provisions of
subparagraph (A) shall apply as if such rates of unemployment had occurred prior
to the beginning of the fiscal year, except that the increases in total budget outlays, deficit, debt and revenues shall each be reduced by the same proportion as
the number of months in the fiscal year which have elapsed bears to the number
of months in the fiscal year.
(b) In the event that the national rate of unemployment as measured by the
Bureau of Labor Statistics shall average 6% or less for any two consecutive
months during the fiscal year, then no further outlays shall be appropriate under
the provisions of this section.

Mr. Moss. Mr. President, will the Senator yield for a unanimousconsent request?
Mr. MONDALE. I yield to the Senator from Utah.
Mr. Moss. Mr. Resident, I ask unanimous consent that Lewis
Ashley, of the staff, be granted the privilege of the floor during the
remainder of the debate and voting on this measure.
The PRESIDING OFFICER. Without objection, it is so ordered.
Mr. MONDALE. Mr.

President, the purpose of my modifications,

which are presented in the amendment as modified, is to make adjustments for the Long amendment which was agreed to late yesterday.
Mr. President, I am deeply encouraged by the progress of the new
budget procedure, and grateful for the opportunity to serve on the
Senate Budget Committee under the very able leadership of the senior
Senator from Maine (Mr. Muskie). Through weeks of long and tedious
work, he and the distinguished Senator from Oklahoma (Mr. Bellmon),
have demonstrated both their leadership and their dedication to the
new budget process. With respect to permanent programs in the basic
budget, although I differed with respect to particuar judgments, I
believe our committee has done well.
But I am deeply disappointed that, with respect to temporary programs designed to help this country out of the deep trough of the
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present recession, our committee has fallen short--short of the recommendations of the Congressional Joint Economic Committee, short of
the recommendations of leading economists, short of the recommendations of the Budget Committee in the House of Representatives-and
short of the kind of program for recovery that this country deserves.

TI.MrORARY RECESSION-IGHTIG PROGRAM MNDS
•

The budget resolution before the Senate allocates only $4.5 billion
for temporary recession-fighting programs.
Mr. President, if Senators will look at the first page of the report of
the Senate Budget Committee, it lists four purposes that our budget
should meet. It should:
Provide funds for national security, education, health care, pensions and other
established programs which the people of the United States would need regardless
of the state of the economy;
Provide funds over and above such basic needs to help pull the United States
out of its most devastating economic decline since the 1930's;
Be designed as a first step toward ending the increasingly harsh cycles of inflation and recession which have dominated the U.S. economy for nearly a decade;

and

Provide direct help to those Americans whose incomes have been cut off or reduced by the recession.

Three of the four basic reasons or purposes highlighted in the Budget
Committee's recommendations are directed toward trying to bring
this country out of its deep recession, and to provide help for those in
the American society who are suffering the most as the result of that
recession.
Yet despite the fact of those key objectives as described by the committee, only $4.5 billion is set aside out of a total budget of $365 billion
to bring special help to the millions of Americans who are suffering,
through underemployment, unemployment, and in other ways, as a
result of the worst economic recession since the 1930's.
In fact, the allotment permitted under the Senate bill for so-called
countercyclical measures has already been used up by actions of the
Senate and, we have exceeded the ceiling by $300 million.
NO EM•RGENCY REVENUE-SHARING F"DS

This means that under the present budget resolution there will be
no emergency revenue sharing for State and local governments,
which have lost over $20 billion in revenues this year due to the
recession.
Mr. President, that $20 billion figure is the estimate of the Joint
Economic Committee of the revenues which State and local governments do not have, because of the recession we are already in. State
and local finances are pressed to the wall; State and local indebtedness
has multiplied 12 times since World War II. In 1946 State and local
indebtedness was only 5.4 percent of the Federal debt. By 1973 it
had risen to 41 percent of the Federal debt.
A survey conducted by the National League of Cities of 67 American
cities found that two-thirds expected to raise taxes or cut services
during 1975, and nearly half reported postponement of planned
capital improvements.

The distinguished chairman of our committee, the Senator from
Maine (Mr. Muskie), led the fight for a unique and creative proposal
of countercycical revenue sharing to bring relief to State and local
governments that are literally forced to the wall of bankruptcy by
lost revenues and in which, unless helped, will have to return to what
are basically regressive forms of revenue, the sales tax and the property
tax.
NO RELIEF FUNDS FOR STATE, LOCAL GOVERNMENTS

However and unfortunately under this budget proposal, not a single
penny can be appropriated for those purposes to bring relief to those
governments. Not a single penny of additional public service employment money can be made available to the 9 million unemployed in
America.
The other day the Senator from West Virginia (Mr. Randolph)
put figures in the Record about unemployment in some of the major
cities of this country. I wish my colleagues would look at them. It
is shocking-30 and 40 percent, in some cases, of the workers of some
of our major cities are unemployed, unable to find work.
Right now it is the position of Congress if this budget resolution
is adopted that we will provide public service employment to only
400,000 of the over 9 million unemployed.
I would remind the Senate that in the depth of the depression of
the thirties when we were poverty-stricken in this Nation, we had
over 9 million public service jobs, work for people who were unemployed, who did not have to suffer the shame of welfare, but who
could go out and find jobs and do things for communities, and have
the work they needed for their families and the pride that went with it.
In my State of Minnesota, and every State of the Union, we still
have the product of that effort put forth by Americans who were
given jobs, by a Nation that was much poorer, but realized the importance of providing employment for people who wanted to work.
Mr. RANDOLPH. Mr. President, will my able colleague yield?
Mr. MONDALE. I yield to the Senator from West Virginia.
Mr. RANDOLPH. Mr. President, it is not my desire to step back into
the depression or to discuss the first 100 days of the Franklin Roosevelt
administration except to say that there are only two Members in
Congress today who were Members of Congress at that time. Those
are Wright Patman of Texas and the Senator from West Virginia who
now has the opportunity to briefly comment.
At that time we realized many programs had to be instituted; there
had to be leadership, initiative and resourcefulness, and there had to
be compassion. We needed high purpose to move forward, not timidly
but boldly over a broad front. That was done.
In connection with the comment of the Senator from Minnesota, it
is often said in an offhand fashion by those who were not there, and
have no knowledge of the programs thatWe must not go back to WPA because it was a leaf-raking project.

That was not true, and what Senator Mondale has been saying
indicates that he has knowledge of what WPA was as it was carried
into action.
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CONTRIBUTIONS MADE BY WPA PERSONS
Everyone under WPA was doing something useful, making a contribution. Some persons who could not do manual labor who had
talents for writing wrote the first authentic histories of the counties
throughout the United States of America, and the towns in which
people lived, labored, and loved. This was a tremendous contribution
and meaningful use. of those talents. Those who were artists painted
the scenes of that day upon their canvases. Those scenes were often
historic and many of them were breathtaking in beauty, because of
the areas they were covering.
These persons of the arts had an opportunity to help and through
this program received useful employment.
The projects of the WPA provided lasting benefit; for example, in
the town of Sutton, the seat of Braxton County, W. Va., 90 percent of
the streets and roads were actually constructed in the thirties under
WPA.
In Morgantown, W. Va., Richard Avenue was constructed in
rough, mountanious terrain, under WPA. There are bridges, roads,
buildings, schools still in use which are a testimonial to the effectiveness of programs that placed people in gainful employment.
It is necessary for Members of the Senate to realize, as we consider
the amendment offered by the able Senator, that there is no effort
to balloon a budget. That is not the purpose. We come to take care of
the priorities for people in the United States of America.
I will ask the Senator to clarify his amendment because of certain
questions that I think might help other Senators as they consider the
essence, the substance, of the amendment-my friend presents.
WORKERS, ARTISTS EFFORTS LAUDED
Mr. MONDALE. I thank the Senator from West Virginia. The examples he gives us of the product of the workers and artists who would
otherwise have been unemployed, and whose efforts would have been
wasted, but because we hpad public service.employment-during that .
------.depremiib,"their-'alents and their energies were used, and there is not a
community or a State in this country that is not the richer today for
the effort of those people.
In Minnesota we have parks, we have playgrounds, we have timber
stands, we have libraries, we have city halls, we have a whole range of
facilities and resources which have been used today, which were
O
built by men and women who would have otherwise been unemployed during the depression.
That is not the who e stoAM.
Mr. RANDOjPH. Mr, President, I have a second request.
Mr. MONDALE. I am happy to yield further.
Mr. RANDOLPH. We are attempting to cope with a pressing problem. The gentleman does not overstate the situation when he indicates the ragged edge of depression on which we find ourselves at
the present time. He does not use that language, but I use it because
that is exactly the situation in which the country finds itself.
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SPREAD TOO THIN'AT HOME

We have spread ourselves too thinly throughout the world so that
now we find, oftimes, that we wonder about our ability to spend
money here at home to take care of the needs of the American people
and to strengthen and stabilize our own Nation.
Mr. President, I have these questions because I think they go to
the substance of the amendment as it affects other actions that must
be a part of our consideration of this resolution amendment. I seek
clarification for Members of the Senate, including myself.
The Senator from Minnesota is a member of the Budget Committee
and has worked closely with the diligent Senator from Maine and
others. The Senator understands these issues, in a sense beyond our
understanding, because we have not actually had them under our
consideration in the committee.
The pending resolution makes provision for funding some programs
which will be enacted during the next several months. I use as an
example the railroad right-of-way and employment assistance
legislation.
"hat legislation, as the Senator knows, is currently under consideration by the Committees on Commerce and Labor and Public
Welfare.
Mr. MONDALE. Yes.

Mr. RANDOLPH. Acting upon legislation which I have introduced in
the Senate and for which there has already been an appropriation of
$700 million, approved by the Senate, $600 million of which will be
for the payment of wages for workers, and $100 million to be used
for materials.
Is it included in the pending resolution in that amount as provided
in the emergency employment bill passed last week?
What I am seeking is clarification. If this resolution is ado ted is
there provision for additional antirecession legislation? Wou1d the
-- pending resolution aact-as-a roadblock-to consideration-by committees----------such as Public Works of necessary programs or for substantial supplements to existing programs?
I am sure that the Senator from Minnesota can clarify the situation.
LIIrrED OPTIONS FOR METING RECESSION

Are we not, to a degree, limiting our options for meeting the current
recession if we fail to adopt the proposAl -which the Senator has pre•"

sented? This is the first question.

The second question:
Is the purpose of the Senator's amendment to provide necessary
flexibility in the budget to enable us to meet the difficult problems
that face us in reference to unemployment of the unemployed?
Mr. MONDALE. The answer is "yes" to both questions.
The Budget Committee is not in a position to make specific decisions
about specific programs; that is, how much should be spent or how wise
they are.
That is for the committee, such as the Committee on Public Works,
the Appropriations Committee, the Labor Committee, and the rest,
as they try to work out specific counterrecessionary proposals that
make sense within a ceiling for all of the programs designed to help
bring relief from the current recession.
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The Senate Budget Committee's pending recommendation provides
$4.5 billion for these recovery programs.
Let me explain to the Senator what those are; $2.9 billion for State
and local public service jobs. That money has already been appropriated. So if we wanted more than 400,000 jobs, which is all this
provides, for a pool of over 9 million unemployed Americans, we could
not do so.
VW1
It provides $600 million for railroad bed improvements.
*^a
It provides Federal public works for $600 million.
Now, I would ask the Senator from West Virginia how much can
be done nationally with public works-the Senator from West Virginia
being the Senate's expert on public works and chairman of that
committee-for $600 million?
Mr. RANDOLPH. Well, I Would not give the Senator the exact figure,
but I would say that we could only skim the surface, of course.
Frankly, when we expend $1 billion in the construction of highways,
we create approximately 125,000 to 150,000 jobs.
I give that as an illustration of the amount of money to do a very
necessary work where people are employed.
UNEMPLOYMENT SEVERE IN BUIWDINO TRADES

Mr. MONDALE. What I am trying to say and implied by my question, $600 million for a national program of quick public works
programs to provide jobs in the area of highest unemployment-I
think the figures. will show the building construction trades are most
severely struck with unemploymentMr. RANDOLPH. Twenty-four percent of all construction workers
are unemployed, but in specific localities it is far worse.
These figures, however, are only an average. In Rochester, for
... exap.,unemplyment is 61 percent. In Miami, it is 49 percent;
..-.....
-s-0-per••-CiOifi-•til,-32-percent;-Milwaukeei4t0
Phoenix, Ariz.,
23 percent; and Philadelphia, 20 percent. The rate in Newark is 32
percent; and St. Louis is 24 percent while St. Paul, Minn., is 37 percent.
Even worse, unemployment is a lengthening problem. The number
of workers idled for 20 weeks or more is over 225,000.
Mr. MONDALE. That is right.
Sma.11
s.ss
_i bogs of .$ZQO. million; emergeucy-housing for the,
Naiitoi, $200 million. That comes out to $4.5 billion.
Now, if that is all we are willing to provide for so-called counter~
cyclical programs, it means there will be no emergency revenue sharS ing for State and local governments, and the Senator must have
heard from mayors and county boards about all they are going through.
There will not be one additional public service job over the 400,000
that now exist, and no additional public works.
MILLIONS WANT TO WORK
There are millions of Americans who want to work, who were work-

ing and who lost their jobs through no fault of their own. Their families
are out there; their health insurance is gone; they caDnot afford to
make the payments on their health insurance; and there are millions
of families who ought to have some kind of relief to protect them from
major illntqs and health costs who, if the present Senate budget
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restrictions are maintained, will have not a penny for health insurance
coverage.
Mr. RANDOLPH. Mr. President, so that I may supplement what the
Senator is saying, will the Senator yield?
Mr. MONDALE. I am happy to yield to the Senator.
Mr. RANDOLPH. I do not wish to interrupt the continuity of the
Senator's comments.
How is a person to make a payment on a house that he is purchasing
for himself, his wife, and his family if he does not have a job?
Mr. MONDALE. There is no way of doing it, which is why home
mortgage foreclosures are beginning to soar, just like the depression of
the 1930's when we had to establish the Homeowners Loan
Corporation.
Mr. RANDOLPH. No money was lost to the Federal Government, I
can remind my colleagues, in the program that the Senator just
mentioned.
Mr. MONDALE. We saved 1 million homes and made $17 million

during that program.
Mr. RANDOLPH. I know it very well.
Mr. President, the clarification on the two questions, especially the
last question I asked, the explanation given by the Senator from
Minnesota, was the predicate upon which I wish to request, if the
answer was given as he has so stated to be included as a cosponsor of
the amendment.
Mr. MONDALE. I would be honored.
I ask unanimous consent that the Senator from West Virginia be
added as a cosponsor.
The PRESIDING OFFICER. Without objection, it is so ordered.
PROGRAM TO AID HOMEOWNERS FROM FORECLOSURE

-OW
__

Mr. MONDALE. The other day the Senator from WestVirginia may
recall, because it had his support, we passed my amendment which
created a program very similar to the Homeowners Loan Corporation.
It is estimated that it will cost about $315 million to save 300,000 to
400,000 homeowners from the loss of their homes. ihe.moiaey will beused and it nMust be' repaid."We need it now to save those homes from
foreclosure, from driving out people who were working, who were
keeping up payments, but who lost their jobs and have no way to
continue their home payments. We must keep them in their homes
and see that they are not forced out of their homes.
The $300 million that we authorized is not in this budget. If we
sustain the ceiling in this budget, we will be unable to appropriate the
money to save the homes of 300,000 or 400,000 Americans.
Mr. RANDOLPH. Mr. President, what the Senator says is true. I
have no desire to be facetious in the telling of this story, but sometimes small boys are given to boasting about their fathers. One boy
said, "My father is goingto build a big house and it is going to have
a flagpole on top of it." The second boy said, "My father is going to
build a big house and he is going to place a tower on top of it." The
third boy thought he had the answer for both ether boys, of course,
and he said, "My father is really going to have a big house and he is
going to have a mortgage on it."
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PROBLEMS, PRIORITIES, URGENCIES AT HOME

I tell you, that is what is happening in millions of cases in this
country. It is a big mortgage and it is a big obligation that we have
to do something about these problems, these priorities, these urgencies
which are near at home. I do not want to go into foreign aid again
as it is unnecessary, but I repeat that the billions an billions of
dollars not spent in the conflict in Southeast Asia, but the billions
and billions of dollars spent in country after country, in area after
area of the world do bring us up short of our responsibility to provide
here at home.
Mr. MONDALE. I agree completely with the Senator from West
Virginia. I am pleased by his contribution.
Mr. MUSKIE. Will the Senator yield at that point?
Mr. MONDALE. I am pleased to yield to the Senator from Maine.
Mr. MUSKIE. I do not intend to interrupt the pr s station, but
I do want to make the point that the Senator from Minnesota and
thd Senator from West Virginia speak as though if and when we
approve an outlay ceiling of $365 billion, as recommended in the
Budget Committee's resolution, that everything under it is frozen
in concrete.
That is not so at all. I would be amazed if the Senator from Minnesota supports appropriations for defense at the figure assumed in
the Budget Committee's resolution, $91.2 billion. The Senator voted
for a $90 billion ceiling for defense in the Budget Committee.
ROOM FOR DIFFERENCES OF OPINIONS

When the Senator says that there will not be a penny to do this,
that, or the other, I can only suggest to him, and to other Senators,
that depending upon how they feel bound by the furct-onal totals
. .assU d --m
i- th-e •-tnltte6-report,--there-ig-room-for-differencesýof.
opinion as to how those dollars are going to be spent.
Let us take the comments of the Senator from West Virginia, that
he would like-to take $200 or $300 million for-this, emergency'housing'program out of foreign aid.
Well, there is $200 to $300 million in the Budget Committee's
resolution assumed for continuing assistance to Southeast Asia, because the resolution was completed before the events of yesterday.
That money is still there under the total of $365 billion. The Senator
from West Virginia presumably, given his argument this afternoon,
would spend it for that purpose.
One of the purposes of this ceiling is to impose restraint on the
overall spending so that Members will be forced to consider their
own priorities and undertake to squeeze out of programs which have
a low priority, from their point of view, the resources necessary to
support progrmnis which they feel have a hi h priority.
here is no way for any committee, the Budget Committee or any
other committAie, to reflect in a $365 billion outlay ceiling, or a $374
billion outlay ceiling, the priorities of every Member of this Senate.
The best that we can do is to come up with a total that accommodates
the reasonable priorities of a consensus of the Senate.

52-659 0 - 75 * 24
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RESOURCES FOR REORDERINO OF PRIORITIES

.

Not only can Members find additional resources by raising the
ceiling,
by reordering
priorities. Every
Memberbut
is they
goingcan
to find
vote resources
his priorities
on these the
appropriations
bills.
I simply do not buy the argument we are b
g to hear that
there will not be a penny for this or there will not be a penny for that.
There is one other argument I will make later and not now, because
it will take some time, in response to the argument of the Senator
from Minnesota that there is only $4.5 billion that relates to the
country's needs to deal with the recession. There is substantially more.
I will go into that in heater detail later.
Mr RANDOLPH. Will the Senator yield?
Mr. MONDALE. I yield.
Mr. RANDOLPH. Mr. President, the able chairman of the Budget
Committee is well-reasoned, as always, when he speaks. I think,
however, he inadvertently has implied that I said there would not be
the money available. I never said that the money would be available
for this and that program. I only made a statement about what I
believed to be the philosophy which at least the Senator from West
Virginia must express, and express it vigorously as I have expressed
for a priority in meeting the problems here at home.
That is exactly how I feel about it.
I believe each Member, of course, will have the responsibility with
being charged with being a spender, as that often comes. But I have
never felt that when we spend money on projects and programs that
employ people and provide lasting benefits that those can be in the
category of just expenditures. I think, Mr. President, they are investments. They return not only the original 100 cents expended in whatever job and whatever program is involved; they return dividendsdividends
to the
of this.wilLlargely
country. .bo ableioAkUefi ..
...A--nationhat-people
isa~t~work
problems. But a nation that is not at work will not be able to take
...care of-these-problems I-Thhe-deterioration--which has-got" •hEW•1•c---tinue as it didin the 1930's. Had we not acted then, as I have said,
with a broad frontal attack on these problems, we would not have
been the nation that we were during the intervening years.

WORK 1S WAY OF LIF•
I still believe, Mr. President, that, by and large the people of this
country are working people. They want to work; and, given the
opportunity, they will do so. Work is not only the earning of wages.
It is an essential part of the emotional and physical*well-being of
people. A job is a way of life for most people: without it they are lost.

Wiule unemployment compensation provides the bare necessities of
life, a productive job provides the worker with a sense of purpose
and fufillment as an individual. The thousands who rallied in this
city on Sunday and the representatives of the 1,017,000 unemployed
construction workers who appeared before the Public Works Committee and other committees on April 22, did not ask for handouts.
They expressed their desire to participate in building a better America.
Mr. MONDALE. Mr. President, I agree completely with the Senator
from West Virginia.

%7

There is an item in here that we are spei~ding, I say to the Senator
from' West Vri* " that is not listed in thq budget. It is the biggest
smgle item of all. it carries a pricetag of $68 billion. What i tiat?
That is the cost of unemployment. That is the cost to the Federal
Government of letting 9 million people be forced from their work,
unable to find jobs, unable to pay taxes, and depending on unemployment insurance, welfare, food stamps, and the rest.
UNEMPLOYMENT BIGGEST DEFICIT BUDGET ITEM

The biggest single new item in the 1975-76 budget is a budget-'
cracking $68 billion, because we are tolerating unemployment, and
tolerating an industrial productivity level that is only 68 percent of
the Nation's potential. Each 1 percent of unemployment costs $16
billion to $17 billion directly to the Federal Treasury, another $5
billion to State and local government, and billions more than that in
lost personal income.
W4en people ask, "Can you spend your way back into prosperity?"
the answer clearly is, "No." But that is not what I am proposing;
that is not what the Senator from West Virgini'a is proposing. We are
proposing that we work our way back into prosperity and put people
rack to work, which they have a right to, under the Full Employment
Act of 1946.
COUNTERCYCLICAL BUDGET PROPOSALS

The other strategy is to ask the average American who is unemployed to suffer,'to be unable to work, to forgo the fruits of his
effort, and to think that somehow we are going to sleep our way out
of a recession. It has never worked, it will not work, and that is why
we are proposing these countercydlical measures.
I say to the Senator from Maine that it is true that this reltoidL ..gda
metI 61Wl
isnotinding in-terms of subcategQ
imperatives and commands, it simply will estab~is an overallspe nmg
figure. But no Member of the Senate doubts that if any of us wish to
exceed the recommended spending ceilings contained in the budget
report, we will be greeted with howls and screams of being budget
busters.
That is why the Senate committee, with the support of the Senator
from Mamine, proposed a special category in this budget called "TemporryecoeryPrograms." If Senators will look at page 39, they
will ind hat these are broken down specially. What are they? For
category 300, $200million; $1 billion for commerce and transportation;
$300 million for community and regional development; $2.9 billion
for public service jobs; $100 million for veterans benefits and services.
That totals $4.5 billion.

HOME

FORCOSURE PROTECON

So there is no doubt in my mind that if we come out with a program
and an appropriation to protect homeowners from foreclosure,.we are
going to be greeted on the Senate floor as spenders, as break the
agreement we made together when we adopted the budget ceilings,
and that even though it is not binding on us, we are undermining the
credibility and the effectiveness of the Senate budget proceedings.

1*'A
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The Senator from Maine said the money can be taken from something else. But these are different programs. We cannot take money
away from children's education for temporary jobs, aod we should
not. We have decided to go forward on these permanent programs on
a permanent basis because the country needs them,
An entirely different philosophy underlies the countercyical
expenditures. Temporary work and assistance, needed because we
are in a recession, taper off and end as we move out of the recession.
We are comparing apples and oranges.
say to the Senator from Maine that when we voted on this issue

in the committee, the Senator from Maine voted to add $7.5 billion
to the countercyclical spending levels in this resolution. I thought
he was right then; and I am still praying that if he thinks cautiously
and carefully about the future of this country, he may vote on my
amendment as he voted in the committee, in favor of jobs and employment for the American people.
Mr. President, as I said before, to put this ceiling, as the committee
has, on countercycical spending means that there Will be no revenue
sharing to help State and local governments on a countercyclical
basis; no additional public service jobs, even though we have 9 million
unemployed and there are provisions for only 400,000 jobs today; no
additional program for accelerated public works. We could afford it
in the early 1960's. We afforded it in the 1930's. But we are going to
say that we can afford none of it in 1975.
There will not be a penny for health insurance for the unemployed,.
I do not want to go to-a meeting where there are hjudreds-of-pedple
who want work but who have lost. their-jobs alid w'io have lost their
ability to maintain their-healtlipremiums. How do they explain that
......
o theirfiii~iJes? What do they think when they get sick?
Is it not simple justice, during these times, to move forward with
some kind of health insurance program, temporary i nature, as the
Senate Labor Committee and the House Labor Committee and the
• omi es oniin-•ce a
W
da .ans are now. c iiiig
at this very moment? There is no additional housing aid. There is
less than 50 percent of the funding for the legislation that has now
been adopted by the Senate. There are wholly unacceptable rates
of projected unemployment and economic recovery.
NEED FOR ADDIMTONAL TEMPORARY
PROGRAMS
.4

•

If additional temporary recovery programs beyond those allowed
under this legislation are not adopted, then the committee report
indicates that we must accept unemployment averaging 9 percent or
more for the remainder of the year. Ido not want to accept 9 percent
unemployment. I do not want to agree to a budget that condemns
one out of 10 Americans to unemployment. Under this budget, we
would not return to full levels of employment and production for
the rest of this decade. I do not want to subscribe to that kind of
policy, either.
I am afraid that we in Washingn may fail to appreciate fully
the seriousness of the economic crisis found in our great industrial
centers and spreading throughout this country.
Last month, 8.7 percent of the American labor force was unemployed-8 million people. Another 1.1 million were too discouraged

-,

365
to look for jobs. They are not even counted any more. Another 4
million who. wanted to work full time had to take part-time jobs.
That is more than 13 million people who have been hurt in the most
direct way possible by our economic crisis. It means that of every
seven American workers, one is unemployed or underemployed
against his will.
UNEMPLOYMENT COSTLY FOR ECONOMY

The costs of unemployment are immeasurable. Each 1 percent
costs the Federal Government $16 billion in reduced taxes and in
recession-related. costs. Each 1-percent costs State and local governments $5 billion. Each 1 percent costs our economy a million manyears and more than $48 billion in lost production. The human costs
are even greater.
A recent study of the Library of Congress shows that unemployment rates can account for almost all the variations in the rate of
Federal and State prison admissions. Similarly, atesaof'suicid&
alcoholism, and mental illness hyqebeen sh6-n' to be sensitive to
the unemplo0
ent'rate;-.
..-.4t-sary•e Senator from West Virginia that my father was a
minister in the depression, and I recall him telling me that the real
cost of the depression never showed up in the statistics. He said you
had to be a minister and work with families which were once full of
the pride which comes with working and employment, where the
head of the household lost his chance to work and could not find
any and could no longer be the wage earner and could not come home
with the prestige and the authority that comes with being the head
of the family and being able to care for it.
The psychological damage and destructiveness of unemployment
we do-is
.a cost
.inthis•cieI~y.ijjcke.honor
thank
that no budget can ct-atc. work-and
Tti- wor•
hiineGod
•Iyou
ido
to a self-respecting American, and we have done it to 9 million
Americans.
I think the time has come for the Senate to take a look at this
budget and see if we cannot squeeze some more money Gut to put
people to work. That is what this amendment is all about.
EFFECT OF EXTENDED RZCSSION
We cannot act here today without considering the effects of extended

recession on our society. When unemployment was 8.7 percent in
March, blue collar workers were unemployed at the rate of 12.5

percent; minority groups at the rate of 14.2 percent and minority

teenagers at the rate of 41.6 percent.
Ours is a strong and resilient economy. We will rebound from this
recession, as we have before. But the recession we face today is blighting the lives of millions of decent American families. It will leave
its mark on a generation of American children.
We must not accept a 5- or 6-year plan for recovery if the job can
be Itdone
more quickly
that the joint leadership df the Joint -Economic
is significant
Committee, its distinguished chairman, my colleague from Minnesota (Mr. Humphrey), and its ranking Republican member, the
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Senator from New York (Mr. Javits)2 , have joined in' this amendment. Their committee has, after detailed study, established as a
reasonable minimum goal the achievement of 7 percent unemployment
by the close of next year, and a reduction of at least a full percentage
point in unemployment each year thereafter. Even this rate of recovery
would involve extended hardship for too many working Atiericans,
and we should improve on it if we possibly can. Yet the pending budget
resolution would settle for far less.
I think this country deserves better than 8 percent average unemployment in its Bicentennial year-I think we deserve a strong
recovery well underway. And a strong recovery can be achieved.d.
AM

U

iNT
WOULD PROVIDE FLEXIBILITY

Our amendment would provide Congress with the kind of flexibility
we need to design a program for recovery in the coming months.
First, the amendment would add an additional $9 billion to budget
authority for temporary recovery programs-such as additional
public service employment, emergency fiscal aid to State and local
government, quick-impact public works, health insurance for the
unemployed, housing aid, and others-which are designed to phase
out as the economy improves.
Second, our amendment would provide that this budget authority
would "trigger" into outlay or spending authority when unemployment has been at 8% percent for 3 consecutive months. I am firmly
convinced on the basis of overwhelming evidence that this will be the
case by July 1 when the fiscal year begins. If, however, recovery is
"just around the corner" as some have said-very few are saying it,
-but some have-and the unemployment rate drops from its present
high of 8.7 percent-then this additional spending authority would

Wt

Third, the amendment provides that the $9 billion in outlay authority would expire should there be 2 successive months in fiscal year 1976
of unemployment at the rate of 6 percent or less. This should provide
a strong guarantee that Federal credit demands will not overburden
the credit market once recovery is well underway.
Fourth, our amendment provides for $2.5 billion in added revenues
through tax reform-less than 1 percent of Federal revenue collection.
This amount can easily be raised from unjustifiable tax expenditures
where the additional revenue gained would have little, if any, adverse
economic effect.
FEDERAL SPENDING PICTURE

Mr. President, one of the great hopes for this committee is to look
at the Federal spending picture from a global, overall view: Look
at appropriations, look at back door spending, and, for the first time,
look at expenditures we make through tax loopholes. There is a study
I saw just before this debate began which appears in the National
Journal of April 26, entitled, "Export Policy Disputed." It tells the
story of an interagency executive task force which studied various
policies to encourage exports,- one of which is the so.,Called DISC
tax proposal, wbich is law, which will cost Americans this year $1.6
billion in lost revenue. This interagency task force concludes that the.

subsidy is virtually worthless. We get nothing for it, for all practical
purpose. What we get for it is worth far less than what we pay for it.
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It was a program established at a. time when the doflar was grossly
overvalued overseas and w had to give a tax subsidy to encourage
exports. But today, when the dollar is valued on the open market,
there
is noGovernment,
need, any longer,
this $ .6 billion.
.Th6i is a report from
our own
from aforRepublican
adminitration.
Now, what makes more sense-to tell unemployed Americans that
we do not have $1.6 billion additional money to put them back to
work' or to repeal the law that grants a tax preference, that is almost
totally wasted, of $1.6 billion? That is why I say, let us look for some
parts of our law that grant preferences, that spend public treasury
m
.r
es dosoe.h
p.flzohle4and,.wtk
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money we pick up, but people back to work doing things that need
to be done. There is not a penny of tax expenditure preference proposed
to be closed in the Senate budget recommendation.
MOVE -TO CLOSE TAX LOOPHOLES

-..

Our amendment proposes that the Committee on Ways and Means
and the Committee on Finance immediately move to close some of the
least defensible loopholes and take that money and bring it to bear on
unemployment in our countercyclical need.
There are some dandy preferences to look at. There is a little thing
called the Western Hemisphere corporate tax preference rate. I wonder
how many people know about that? It is a dandy. Much of it, I believe,
goes to oil companies that own refineries and pipelines in the Caribbean. It gives them a rate which makes it more attractive to go
overseas than to produce those facilities here in the United States
and apply them to unemployment here. Why do we not. close that,
pick up the money we can save, and help put people back to work?
What about the minimum tax? The minimum tax is supposed to
n-ap.V"wttbat the earn now that
is not subject to the tax laws at all. It is cane p re iamlcome.
Unlike income that one earns when one works for a living, as most
people do, this income escapes the tax net entirely. That income is
taxed at a rate of about'4 percent. The maid who sweeps up here
at night pays 14 percent. Why do we not tighten* up the minimum
tax and pick up $5, $6, or $7hundred million, and use that money to
put people to work?
pply-to
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PURPOSE FOR ESTABLISHING PRIORITIES

If this budget, as the Senator from Maine says, is for the purpose of
establishing priorities and I believe it, let us throw those tax expenditures into the pot anD take a look at them. That is what this amendment, in part proposes to do. I think that in this and many other
ways, we couidquickly pick up the revenue that will help pay for
increased employment.
_
.
0
Fifth, our amendment directs that outlays under its provisions
should terminate entirely should unemployment fall to 6 percent for
2 successive months during the fiscal year. This requirement should
provide the strongest possible assurance that Federal demands will.,

not overburden the credit market as private demands increase.

The highest levels of economic activity under our amendment
would return $3 billion to the Treasury in the form of higher tax
revenues under present law, and lower payments for unemployment
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mpensation and other programs. With the added $2.5 billion from
closing tax expenditures, thenet increase iti deficit need be no more
than $.3. billion. This would leave the deficit figures in the Senate
resolution below those Proposed by the House domnittee.
.
The committee voted that a $69.6 billion deficit could be financ4edthe committee itself voted that such a deficit could be financed without over-stcau•w** the free market. In view of the Long amendment,
adopted yesterday, our amendment would yield a 4&ficit of only
$70.7 billion, only $1 billion and 1 percent more than the committee
voted to support.
DESIGNING A RECOVERY PROGRAM

A number of temporary programs are now before the Congress.
Many are still in the process of development. Hearings on most are
not yet complete, and in many cases the legislation will undoubtedly
be changed substantially before enactment. Some may not be enacted
at all.
I believe that specific decisions with respect to the composition of a
temporary recovery program are well within the competence of the
authorizing and appropriations committees and of the Congress as a
whole as it acts on their recommendations.
It is the role of the budget process, I believe, to provide a framework
and guidance for the committees and the Congress in making those
decisions. And so I would strongly suggest three principal criteria by
which to judge among temporary programs:
First, the need for programs which begin to operate as quickly as
possible.
Second, the need for programs with the maximum impact on
employment.
And third, the need for programs which clearly phase out as the
emphasize
this
economy recovers. Our amendment
U&last crucial
-autoiy
-fioloymenI0t er-,5 a would
reach 6 percent during the course of the next year.
Just as the appropriate committees and the full legislative process
would make final decisions with respect to priorities among temporary
recovery programs, it would be the responsibility of the tax committees and then the Congress to meet the revenue targets with changes in
tax policies which would not have an adverse economic impact.
Urgent action is required, and I believe needed revenues can be
obtained through closing tax expenditures which have already been
studied at length.
BENEFITS OF RECOVERY PROGRAM

The recovery funding we have proposed could-while adding only
$3.5 billion to the deficit-increase overall production-GNP-by
$25 billion. This Would be reflected in a half miion or more additional
jobs, fuller work weeks, higher wages, higher profits-abd a much
stronger base on which to build toward full recovery.
Most important, this addition to the budget will be sufficient to
achieve the goals established by the JEC-and the real hope for full
employment before the end of the decade.
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'THE CREDIT CRUNCH

The amendment which we offer today will not harm the credit
market. With our economy operating 9t $230 billion below its potential and unemployment rising, private demand for credit is wea.
Dr. Walter Helleor testified at a recent hearing of the Senate Budget
Committee in Minneapolis, Minn., that a budget deficit of $75
billion-billions larger than we are proposing-could be financed
without great difficulty. Dr. Heller said:
You find that most of the deficit is the result of the recession itself plus a barenes anti-recession rogram . . . We are incurring those deficits .
as part
o .the~attemItta-tlt-and-bold-rooovey.m
with
my bet that the result of the big deficit now will be smaller deficits later and
smaller deficits for the '70s than you otherwise would have had because you will
get back a decent rate of operation more quickly.

As Dr. Heller points out, a strong recovery program now can
actually reduce the total Federal deficit for the next 5 years.
Bruce MacLaury, President of the Minneapolis Federal Reserve
Bank, also agreed that a deficit in the $75 billion range-larger than
we are proposing today--could be financed, so long as the deficit
recedes as the economy recovers and private credit demands increase.
And the April newsletter of the First City Bank of New York states:
The implication is that the total supply of credit will be sufficiently large to
accommodate the total demand, including $70-$90 billion of Treasury securities,
without undue strain.

The fact is that the private credit market is slack, and will remain
slack until real economic recovery is well underway. Only permanent
spending, which would continue undiluted as the economy recovers,
would run the risk of creating a "credit crunch."
The temporary additional authority we have provided would not
e----affec Fermi-eh-6-dgm
r a-a su
sur••lus a-tTfi
employment.
And these additions, together with the $4.5 billion in temporary
programs included by the committee and the $15 billion in extra
unemployment compensation and other automatic stabilizers already
in law, would disappear as the economy recovers.
If recovery is faster than we predict, revenues will be higher,
expenditures will be less, the deficit lower, and public demands on
the credit market less. Thus, as the economy recovers, there will automatically be added room in the credit market for private borrowing.
And at full employment there would be no deficit financing xa."
UNDERSTANDING OF DEPTH OF ECONOMIC TROUBLE

Mr. President, what I believe is missing in this debate is a full
understanding of the depth of the economic trouble we face. Over
9 million Americans who want to work cannot find jobs. If nothing is
done, this tragic waste will get worse before it gets better.
The question is not whether there are "patches of blue" which indicate there will be a recovery. Ours is a strong economy, and-it will
begin to rebound. I hope and praythat there will be a recovery
beginning later this year.
The real question is how best to accelerate our recover from the
bleakest point in our economic histoy since the Great Depression.

.
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I fear the consequence for our society of 8 or 7 or 8 years of abnormal

unemployment. I cannot justify to myself the human effects of that
I
kind •f extended recession.
I feel very strongly that we heed to heed the warning issued by
Dr. Walter Heller:
You're going to hear more and more lately that economic recovery is just around
the bend and therefore (a) you can relax on any economic stimulus except the tax
cut and (b) that further stimulus will touch off new inflation.
This is nonsense. I believe we will see a bottoming out earlier than we had previously anticipated . . . but we dare iot forget how deep the economic hWleis
that we have to get out of. We are running $200 billion below par . . . if we want

a sustained and a strong recovery, the tax cut will have to be backed by vigorous
budget action.

UNMPLOYMENT CAUSE OF BUDGc1c r

The fundamental choice before the Senate today is clear. The question is whether we are prepared to put this country back to work in
order to achieve a sustained recovery. As the distinguished chairman
and ranking minority member of the Budget Committee have explained, unemployment and lost production are responsible for 100
percent of the budget deficit we face today.
activity
of which
economic
regaim normal
levels
Only when
we budgets.
deficit
concerns
me will
mostwe
is
achieve
balanced
And the
not the budget deficit but the unemployment deficit which produced
the budget deficit.
Mr. President (Mr. Tower in the Chair), there are probably no
unemployed in the gallery today. They could not afford to come.
The unemployed cannot come down here end lead for employment,
-for-some-tmdsso"
y eir•homes,-or-p
or plead for some helj
--iat Th•e-i'•hT•i• 7ve health insurance while they are unemployed.
There is none of that.
Indeed, we live in a company town, for most of the citizens of this
town, including those who make up this body, have secure public
jobs. I think we are strangely isolated from the troubles, the difficulties, the tragedy, and heartache of unemployment. Once in a while
some rude voice breaks through our comfort, as last Saturday, when
thousands and thousands of workers packed the Kennedy memorial
Stadium, pleading for employment, and, in their tension and their
concern, became so unruly that the speakers could not even be heard.
It is hard to be temperate when you do not have a job. It is hard to
express the loss of pride, the loss of dignity, the loss of everything that
counts, when you want to work and cannot. Those voices are not here,
but we had better listen if we are the kind of Nation that we claim
we are.
ACHIEVE RECOVERY THROUGH BUDGET IPOLICS
In past recessions, we have succeeded in achieving recovery through
budget policies. But we have done so with permanent deficits which
led to inflation once recovery had been reached. The pending budget
resolution and report are wise in combining restraint in the permanent.
budget with the addition of temporary programs. It would be tragic
if having learned the wisdom of temporary programs, we fail to use
that lesson boldly enough to deal with the massive nature of the current recession, and put this country back to work.
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We are told that we should wait awhile, test the application of the
pending resolution, and then return with additional recommendations
to
thevery
Congress.
The problem with this approach is that it ignores
some
basic facts
of legislative life. Next September, 3 months into
the fiscal year, is 5 months away. The legislative year will be almost
over. It may well be too late then to enact new programs to aid our
State and local governments, to create additional-public service jobs,
to provide health insurance for the unemployed, and the rest. De~ veloping a temporary recovery program of the knid which we have
sketched would require a massive and full-hearted effort by the Congress. It will not be easy if we begin now. It will be impossible, I fear,
if we wait.
UNEMPLOYMENT BIGGEST THREAT TO NATIONAL SECURITY

We are learning that the process of budgeting can force us to make
hard decisions. But it can be just as wrong to do too little as to do too
much. And the tragic rates of unemployment facing the American
people over the rest of this decade represent, I believe, the gravest
current threat to our national security.
I would urge the Senate to act in the spirit of Franklin Roosevelt
37 years ago. When the so-called business recession of 1938 threatened
to return the country to the dark days of the Deep Depression, President
Roosevelt sent the Congress a message asking for the kinds of programs
which we are discussing here today. And in a fireside chat discussing
that message, he said this to the American people:
I try not to forget that what really counts at the bottom of it all, is that the men
and women willing to work can have a decent job to take care of themselves and
their homes and their children adequately. . . not today nor tomorrow alone,
but as far ahead as they can see.

That spirit is still in America, and the organizations which most
speak for working Americans, the AFL-CIO, the Auto Workers the
Leadership Conference on Civil Rights, the Communications Workers,
the American Federation of Teachers, the National Education
Association, the American Federation of States, County and Municipal
Employees, the National League of Cities, the U.S. Conference of
Mayors, the National Congress of Hispanic-American Citizens, and the
Americans for Democratic Action have all urged the adoption of this
pending amendment to care for their needs.
Mr. President, I ask unanimous consent that certain messages and
documents be printed in the Record at this point in my remarks.
-

There being no objection, the articles and letters were ordered to

be printed in the Record, as follows:
AFTER TrE TURN-As RECOVERY COMES IT WILL NOT MEAN JOBS FOR MANY
-UNEMPLOYED; DEPTH OF RECESSION CITED; ANALYSTS FEAR POLITICAL,
SOCIAL, ECONOMIC EFFECTS; "A PIG AND A BOA CONSTRICTOR"

(By James P. Gannon)

The nation's economists are nearly unanimous in predicting that the recession
will "bottom out" soon and a recovery will get started this summer or fall.
Their reasons: Federal tax rebates and withholding cuts will start pumping
billions of dollars into the economy next month; inflation is cooling, which means
less erosion of consumer purchasing power; businesses are rapidly selling excess
inventories, so factory production will increase; the stock market's rise and 4n
improvement in consumer confidence also point toward a recovery.
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But what the economists mean by a recovery may be of little immediate benefit
to the laid-off construction worker, the housewife unable to find a part-time job,
or the June college graduate with no prospect of employment. For many such
people, the end of the recession may be a long way off.
"There is a tendency to think that the recovery means a prompt return to full
employment, and thatis wrong," says Leif H. Olsen, senior vice president and
economist at First National City Bank in New York. "What I stress is that the
turnaround economists talk about is a statistical phenomenon. For the country
as a whole, we will be operating at low rates of capacity and high unemployment
for some time," Mr. Olsen predicts.
HERE f1 THE RUB

Consider a fairly typical recovery forecast as an illustration. Otto Eckstein, a
former White House economic adviser who beads the economic research firm of
Data Resources Inc., predicts that "some kind of an early turnaround is virtually
inevitable" because tax cuts will spur comumer spending. His forecast-more
optimistic than some-shows the economy resuming a 2% annual growth rate
this quarter after falling at a record 10.4% in the first quarter. Then the recovery
will produce healthy growth rates of 7.4% in the third quarter and 5.9% In the
fourth period, he predicts.
That's a pleasing-looking "statistical phenomenon," all right, but what does it
mean for unemployment: That's the rub. The Data Resources computers calculate that, after peaking at 9.3% this summer, the jobless rate will drift down
so slowly that it will still be 7.9% at the end of 1976 and will average 7.5%
for 1977.
The problem is that the current recession is so deep that even a healthy recovery
wouldn't restore economic activity to the pre-slump level until late 1976. Meantime, the working-age population keeps growing. Economists figure that it takes
growth rates of around 4% a year just to absorb normal labor-force expansion
so actually whittling down the joble rate-now at a post-Depression high of
8.7% of the work force-requires rapid and sustained economic expansion.
THE ECONOMISTS' DOUBTS

Many economists and businessmen doubt the U.S. economy will grow fast
enough to drop unemployment back to a more normal 4% to 5% range in the
foreseeable future. "I don't think we will have either the capital or the energy
resources to propel the economic growth" needed to achieve that, says R. Heath
Larry, vice chairman of U.S. Steel Corp. "I think we will have a continuing high
level of unemployment" for the next decade, he adds.
Economist Michael Evans, president of Chase Econometric' Associates Inc.,
predicts that for the rest of the decade, at least, 6% will become a new joblessrate plateau for the U.S.
This means the U.S. probably faces the longest spell of high unemployment
since before World War II. Even in the 1957-58 recession, the worst in postwar
years until now, unemployment was at 7% or higher only for eight months.
Many economists now see another two years of 7%/-plus joblessness, and the
Ford administration's January budget projections had unemployment holding
that high until mid-1978.

UNSETTLING EFFECTS

In terms of job scarcity, women, blacks and young people will be hardest
hit; they will form a huge pool of "discouraged" work-force dropouts not measured by unemployment rates.
Competition for promotion will intensify, especially in the swelling ranks of
well-educated workers aged 25 to 34, the postwar baby-boom generation.
A glut of college graduates will have harder job hunting in the next few years,
and many may have to accept unchallenging or boring jobs for which they are
over-qualified.
Conflicts between black and white, male and female, and young and old workers
over jobs and promotions may increase.
Even harder to predict than the economic implications are the social and
political consequences of years of high unemployment. "I think we could be in
or some serious social and political trouble before we are through with this,"
worries Gardner Ackley, a former White House economist now teaching at the
University of Michigan. "The situation presents opportunity for populist politicians to really make inroads against the moderate leadership of b6th- parties
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by playing upon people's dissatisfactions," he figures, mentioning Alabama's
Gov. George Wallace and former California Gov. Ronald Reagan by name.
Black leaders are concerned that high joblessness will stall black economieprogress. "I'm not predicting riots in the streets," stresses Andrew Brimmer, a former
Federal Reserve Board governor, "but I am talking about economic stagnation."
Mr. Brimmer, currently an economics professor at Harvard University, contends
that the slow recovery path projected-by administration officials implies a 10%
to 11% black jobless rate in 1980 and says that "this means absolutely no improvement in the job status of blacks over the rest of the decade."
URBAN INSTITUTE STUDY

The Urban Institute, a Washington-based research outfit, recently completed a
study of the recession's likely Impact on job-market conditions for various worker
groups. The institute's economists concluded that "virtually every major demographic group (will) suffer job losses, with the groups already worst off in the labor
market being-hit hardest.
The study compares prospective employment conditions in 1976-using the Ford
administration's projected average jobless rate of 7.9%-with employment conditions at a "normal' 4.9% rate. A leading conclusion is that much of the recession's impact won't show up in the unemployment figures because many discouraged job seekers will drop out of the labor market and thus won't be counted
as unemployed.
This phenomenon already is evident. Thb Labor Department has been collecting data since 1967 on the number of "discouraged workers" who have given up
looking for jobs. Up until this year the total fluctuated between 550,000 and
850,000. But in the first quarter of this year, as the recession deepened, the discouraged-worker total jumped to a record 1.1 million, 73% higher than in the
third quarter of 1974.
The Urban Institute economists count 4.3 million "recession victims" in 1976,
including 2.8 million more unemployed than a normal jobless rate would produce,
and 1.5 million discouraged workers. The uneven impact of the recession on various groups is illustrated in the following figures, comparing recession-level unemployment with normal unemployment, including the discouraged-worker
effect:
For white males in the prime working ages of 25 to 59 years, the jobless rate rises
to 4.6% from a normal 2.1%, but there is only a small dropout of 55,000 discourage
workers.
For white women aged 25 to 59, a category that includes millions of wives who
want to work, the recession jobless rate rises even less-to 5.2% from 3.8%. But
there is a massive dropout of 1.2 million discouraged women who give up the job
search.
For black teen-age males, the jobless rate jumps to nearly 36% from a normal
23%; that is more than double the white-teenage-male rate of 17%, which rises
much less. The discouragement effect also is much higher among black teenagers.
"Women and blacks have made important gains in the job market in recent
years," the study says, but "a long and deep recession can wipe out their hardfought-for improvements .... Where jobs are scarce, these groups will tend to
be left out."
POOL OF DISCOURAGE WORKE

There is another threatening aspect to the buildup of a vast pool of 1.5 million or
more discouraged workers. When an economic recovery begins and they hear that
chances of finding a job are improving, most of these "hidden unemployed" will
start looking again. Their reentry into the work force then will tend to retard the
decline in unemployment figures, economists say.
Other underlying trends that might have created difficulties even without a
recession may lead to real trouble because of high joblessness. Key among these
Is the enormous bulge of young workers trying to begin and develop careers in a
difficult economic environment.
Between 1970 and 1980 according to Labor Department figures, the number of
people aged 25 to 34 in t1e work force will swell 51%, to 26.8 million from 17.7
million. These are the postwar babies, who will make up one-fourth of all U.S.
workers by the end of this decade.
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WORKERS FACE STIFF CAREER COMPETITION

~

Arnold R. Weber, formerly assistant secretary of labor for manpower and now
provost of Carnegie-Mellon University in Pittsburgh, says these workers face
"ferocious competition on the career ladder" because of their sheer numbers. In
typically colorful imagery, Mr. Weber says this bulge of ambitious, well-trained
young people will move through the labor force "like a pig through a boa constrictor." The task of "digesting" this bulge, he believes, will be made more
difficult by the demands of blacks, women and other minorities for good whitecollar jobs. The typical would-be junior executive-thc co!lege-educated white
male-will find not only 10 others just like himself competing for a promotion but
also a couple of blacks, a couple of women and perhaps a Chicano or an Indian,
Mr. Weber says.
He speculates that the consequences of this competition could include a "blacklash" against programs to hire and promote more minorities a'nd women, and a
"pressure to push older workers out" of jobs by mandatory efhrly retirement.
A related problem is posed by the millions of college graduat,.s who will enter
the labor market during the next few years. The recession and the prospects for
slow recovery worsen their job chances.
"The late 1970s could very well bring a glut of college graduates with advanced
degrees," reports Morgan Guaranty Trust Co.'s monthly survey. "What seems
to be building up "adds the New York City bank's publication, "is a broad surfeit
of trained lIdividuals similar to the situation currently faced by elementary-school
teachers and by engineers a few years back. Job dissatisfaction resulting from
workers having to take jobs which they regard as below their potential and level
of training thus looms as a possibility."
The anxiety and disillusionment already are setting in, says Mr. Weber of
Carnegie-Mellon. Today's college students "are far more anxious" about their
futures than students of earlier years. "It is a switch from the psychology of
abundance and opportunity to the psychology of scarcity," he concludes. "There
is a gearing-down of expectations, a feeling that the student just might not get
what he wants."
TIME To CHANGE DIRECTION IN THE STRUGGLE AGAINST UNEMPLOYMENT
(By Albert Shanker)
In the long-drawn battle that went on in recent months between Congress and
the White House on the question of the tax cut, two basic issues were debated:
how big a tax cut, and how would the tax cut be distributed?
Unfortunately, with that battle over-and with this week's announcement that
the rise in the consumer price index for last month was the lowest since 1973there is great danger that the major economic problems still facing the nation
will be neglected by both Congress and the President.'
The central problem of massive unemployment is still with us. If we were to
take into account those who do not appear in the unemployment statistics, either
because they are underemployed or because they have ceased looking for jobs.
there are over 10 million unemployed. And the number is growing.
Even worse, according to a New York Times report by Soma Golden in its
issue of April 21, is that this condition of high joblessness is expected to persist
in the United States throughout the decade. "President Ford and his strategists,"
say the Times, "seem convinced that the race can be won despite a high jobless
rate . ." While the labor movement carries on its struggle against unemployment, "most officials, economists and political observers interviewed in recent
weeks by The New York Times seem to expect these forces to prevail": (a) widespread willingness to accept a sizeable rate of unemployment in order to restore
a rising living standard for those employed, (b) the belief by most Americans
that unemployment is not as serious as It once was because of jobless benefits,
and (c) general acceptance of the notion that many of the unemployed do not
really need jobs because they are women and teenagers. This willingness to accept
a high rate of unemployment for the rest of the decade has become a major part
of the problem we all face.
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CITY SERVICES FACE

JucTIONS

Another widely-reported development illustrates how unemployment feeds on
itself. This week New York's Mayor Abraham Beame announced his projected
budget for 1975-76. This budget, which is dependent upon the receipt of over
$600 million In additional funds from' state and federal sources, proposes reductions in city services that are nothing short of disastrous. It calls for job cuts
affecting over 4,000 police, 550 firemen, 1,000 sanitation workers, 4,900 teachers,
and many others. Schools, libraries and hospitals will close. Almost 23,000 posi-

tions will be eliminated.

Note the vicious cycle: The city is short of funds because it is collecting less
in taxes. Its tax collections are down because of vast unemployment. Because of
vast unemployment it is paying out more in benefits. It now proposes to balance
its budget by creating still more unemployment. This will result in further in-

creases inunemployment payments and a further lowering of tax receipts. New

York City's dilemma-its entrapment in a vicious cycle-is by no means exceptional. It is, in fact, typical of what is happening in cities and towns throughout
the country. In communities everywhere joblessness is indeed feeding on itself.
Next week there will come before the Senate the overall budget projection for
the next fiscal year. The budget in times of economic crisis should be a tool for
providing services and stimulating employment and production. But the budget
advocated by the Senate Budget Committee does not do enough in any of the
above categories to help the country through the current crisis. There are, however, proposals for what has become known as "emergency urban revenue sharing"
and "countercyclical aid"-actions designed to increase employment and to
compensate for the increased costs of unemployment benefits and reduced revenue receipts. The proposals are embodied in an amendment submitted by
Senators Mondale Humphrey, Javits, Williams and Schweiker, to the first
resolution on the Budget for Fiscal year 1976. The amendment calls for measures
which would produce a million jobs, with "ripples" through the economy that
would increase overall production by billions of dollars, increase wages and
profits, increase tax collections and normalize work weeks.
STATES, CITIES SUFFER LACK OF REVENUE SHARING

S

It is all-important that the Senate adopt the Mondale amendment because the
budget proposed by the Budget Committee reflects no serious effort by the Congress to reduce unemployment. The Budget Committee's first resolution does
not contemplate an emergency revenue sharing program to help financially
strapped states and cities avert local tax increases and layoffs of public employees.
The budget projects no acceleration 9f the public works program. It has no provision for health insurance coverage for the unemployed. It neglects to provide
funds for the expansion of the public service employment program.
Opposition to the Mondale amendment will focus mainly on the size of the
budget deficit, because few Senators actively oppose the programs contained in
the amendment. But those decrying the costs of these programs should be remir led of the cost of kee in over 10 million unemployed. As Sens. Mondale
and Abourezk observe, Each 1 percent of unemployment cost the Federal
Government roughly $16 billion in reduced taxes and increased spending for
unemployment compensation and related programs. Each I percent [of unemployment] costs State and local governments in the neighborhood of $5 billion. And
each 1 percent costs our economy a million man-years and over $48 billion in lost
production."
To these financial costs must be added the human costs-the feeling of aimlessness suffered by the idle, the social cost of growing unrest among the unemployed, and the growing resentment of the taxpayers who are forced to support
them.
This is the timt for a change in national direction. We now pay approximately
$8,000 in unemployment compensation, welfare, food stamps and medical aid to
each person unemployed. Why not spend this money to keep people working?
Why not put these 10 million people to work providing health care, decent
educational services and protection against fire and crime. Why not make them
productive-and thus make life better for all? Why not enable these 10 million
once again to earn salaries, pay taxes and gain in dignity, instead of being on the
dole?
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The Senate has the opportunity next week to amend the budget resolution
and to begin doing something to end our massive joblessness. If it fails to do so, it
will share with the Nixon and Ford administration the blame for rampant misery,
lost productivity and social unrest.
APRIL 28, 1975.

The UAW agreed with the economist who described the
recently enacted tax rebate-reduction legislation as "just what the doctor ordered".
But the tax cut alone will not bring about economic recovery and put America's
Dear
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SENATOR:

unemployed back to work.

The tax bill is a good and solid foundation upon which the Congress should
now be building with other needed actions to stimulate our economic recovery.
An opportunity for one such action will come in the Senate when the budget
resolution (S. Con. Res. 32) is taken up.
Senators Mondale, Humphrey, Williams, Javits and Schwelker will offer an
amendment to the resolution to provide an additional $9 billion In outlay and
budget authority for temporary stimulative programs to combat the deep recession
in which our nation now Is mired-programs such as increased public service
employment, emergency fiscal aid for state and local governments, public works
and other activities designed to stimulate the economy and help put people back
to work.
The UAW urges most strongly that you support this recession-fighting amendment. The budget resolution reported by the Committee on the Budget provides
$4.5 billion for temporary, employment-producing programs in the next fiscal
year. But that resolution anticipates 9 percent unemployment for the rest of this
year and an average of about 8 percent in the next year. The UAW believes most
emphatically that this is unacceptable. We hope you do too. The Congress as
the representatives of the people, should not tolerate unemployment levels of
such magnitude. I
NOTICEABLE LACK OF APPRECIATION

In some of the discussion of the deficit, there has been a noticeable lack of
appreciation of the fact that It is largely caused by the recession. As the committee
report accompanying S. Con. Res. 32 points out, It is a recession deficit, not a
spending deficit. VFor every 1 percent of unemployment in excess of 4 percent, It
has been estimated that there is a corresponding annual loss of $16 billion in
revenues and increased transfer payments, In fiscal 1976, revenues are expected
to be $53 billion below what they would be if our country were enjoying full employment and people were paying taxes and not drawing unemployment insurance
and other jobless benefits.
Far from being too large, the deficit proposed in S. Con. Res. 32 is, in our judgment, too small. Responsible economists in the business, banking, labor and
academic communities have been in substantial agreement that a deficit considerably larger than the Budget Committee has recommended-in the range of $80
to $90 billion-can safely be adop ted without creating inflationary pressures.
Some have argued for an even higher deficit.
The near-depression gripping our nation calls for bold actions to stimulate the
economy. The UAW believes adoption of the amendment sponsored by Senators
Mondale, Humphrey, Williams, Javits, and Schweiker would be another essential
step in bringing our country out of the economic doldrums.
Sincerely,
-'•

JACK BEIDLER,

Lqglaivs DireCtor,

WASHINGTON,

D.C.,

April *8, 1975.

Hon. WALTER MONDALE,
U.S. Senate,
Wotmgton, D.C.
My DEAR SENATOR MONDALE: The Communications Workers of America,
which represents more than 600,000 workingpeople in collective bargaining, is
disturbed that the new Senate Budget Committee in its first concurrent resolution
has recommended only $4.5 billion for temporary employment programs in fiscal
year 1976 at a time when unemployment is at its highest level in 34 years.
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S. Con. Res. 32 would provide funding for only 350,000 jobs at a time when
8.2 million Americans are unemployed and an additional 5 million former wage
earners have either given up the search for work in despair or are compelled to
work part-time because full-time employment is not available.
The solution to the problem of stimulating the nation's sagging economy is
through the creation of jobs for its sidelined working people. Indeed, for every one
percent reduction in unemployment, the federal government will pick- up $15
billion in revenues through taxes and reduced social costs. Thus, a four percent
reduction would add a whopping $60 billion to the federal treasury
As the Senate prepares to consider S. Con. Res. 32 this week, C WA urges you
to support assage of an amendment to be offered to that legislation by Senators
Mondale Humphrey, Javits, Williams and Schweiker.
The Mondale amendment would provide an additional $9 billion in outlay and
budget authority for temporary, recession-fighting programs, such as additional
public service jobs, emergency fiscal aid for state and local governments, quickimpatct public works, health insurance for the unemployed and others at the
option of the authorizing and appropriations committees and the Senate and the
JIouse as a whole later this year.
Under the Mondale amendment, the additional $9 billion budget authority
"trigger" in outlays when unemployment has averaged 8.5 percent for
would
three months.
Unemployment is not a statistical problem or a "political" problem. Sidelined
workers are not cold gray government statistics. They are walking, breathing
American tragedies.
Jobs now are the key to national economic recovery. We urge you to vote for
the Mondale amendment that could help create one million jobs, stimulate the
economy and put America's unemployed wage earners back to work.
GLENN E. WATTS,
Sincerely yours,
President.
APRIL 24, 1975.

of the Senate.
To all Members
DEAR SENATOR: The American Federation of Teachers, AFL-CIO, Orongly
urges your support for the Mondale-Javits-Humphrey amendment to S. Con.
Res. 32, the first resolution on the budget for Fical Year 1976.
The budget proposed by the Budget Committee and its consequences for the
American people are unacceptable to us and we hope to you. Adoption of this
program without the amendment will result in no significant improvement In the
unemployment rate over the next 18 months (the Committee estimates 7.5%
unemployment in December of 1976) and a budget ceiling without the flexibility
to enact programs that can provide direct aid to the unemployed and real stimulus
to the economy.
The budget projects no serious effort by the Congress to reduce unemployment.
The so-called emergency revenue sharing program that has been urged by manyeconomists and would provide direct aid to financially strapped states and cities
in order to prevent local tax increases or even further layoffs of public employees
is not contemplated in the budget resolution. The budget projects no acceleration
of the public works program. Such an acceleration in the past has resulted in
beneficial effects to the economy that went beyond direct construction and stimulated the support and supply industries which go into decline when housing and
other construction declines.
The Committee proposal does not include any provision for health insurance
coverage for the unemployed. This program is an absolute necessity for workers
already victimized by our planned depression. For most workers, losing a job
means a desperate attempt to keep up payments on houses, oars and educations.
Without provision for health insurance, many families could face losing their
homes and other possessions simply to pay unexpected medical bills. The resolution also neglects to provide fun& for expansion of the public service employment
program. The current program of public service jobs funds approximately 350,000
slots. This program needs expansion to serve the ever-increasng number of unemployed. The resolution also falls to do anything for the housing industry.
The Mondale amendment would provide another $9 billion to fund these pro.
grams as the Congress decides they are necessary. While Inclusion in the resolution

does not guarantee that these badly needed programs will be enacted, it is our
opinion that failure to include them guarantees that these programs cannot be
implemented during the next fiscal year. Adoption of the $9 billion also would
02-O59--75---25

378provide a budget designed to provide more stimulus and a greater reduction in
unemployment. If improvement in the economy occurs, the amendment is designed
to terminate the so-called counter-cyclical programs in order to prevent competi.
tion between the government and private enterprise in the credit market.
We urge your support for the Mondale amendment as an attempt to provide
minimum aid to the unemployed and stimulus to the economy. The alternative is
sentencing at least 10% of our workforce to continued misery and idleness. We
do not believe Congress has that right.
Sincerely,
ALBERT SHANKER,
President.

The PRESIDING OFFICER. All of the time of the Senator has expired.
The Senator from Maine has 55 minutes.
Mr. MUSKIE. Mr. President, I was interested in the Senator's
historical reference to 1938 and the programs which President
Roosevelt sent up that dealt with the budget.
The outlay total for fiscal year 1938 was $6.076 billion, about
one-sixtieth of the outlay figure that the Budget Committee brings
to the floor, and the deficit was $1.177 billion, or roughly one-sixtieth
of the deficit that the Budget Committee has brought to the floor.
This is a very interesting historical comparison.

iHOIIEST PEACETIME DEFICIT

As I look through this table, which is found in the budget document
on page 367, I would like to read the deficit totals for 3 years of
World War 1I: 1942, $20 billion plug; 1943, $54 billion plus; 1944,
$47 billion plus. Those three war-year deficits are roughly the equivalent of the 1975 deficit added to the deficit figure which the Budget

Committee brings to the floor. The deficit figure we project for 1976
is the highest peacetime or wartime deficit in the history of the country.
I am not one to read too much in those figures, but I think, neverltheless, they set a perspective which we should take into account.
Now, Mr. President, I was interested a few moments ago when

Senator Randolph expressed the thought that he was going to do what

he believed was right, whether or not he was called a spender for
doing so. Well, for 2 days Senator Bellmon and I have listened to
speakers on this floor call us spenders. The rhethoric got a little bit

bloody at times but, in any case, we have been rather strongly criticized for bringing to the floor the recommendations found in the
budget resolution.
Well, now the criticism is coming from another direction. We are
being criticized for not spending enough.
Let me restate my view, Mr. President, of this budget process.
Senator Mondale has referred to some of my votes in committee and
some of the positions that I took. He challenges me to be consistent
with those positions here in the vote on his amendment. I feel compelled to make my position clear.
I have this perception of the budget process. The committee is
made up of 16 members. For months and weeks we worked toward
the committee objective of reaching a consensus as to how much
we should spend, what our deficit should be and, at least, a tentative
decision as to what the budget priorities ought to be.
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OVERALL TARGET BUDGET ARRIVED AT

I hope we have the feeling that during that process each of us wonsome and lost some. But what we finally arrived at was an overall
for the 16 functional categories, but for the budget
target number, not
billion.
as a whole: $365
At that point all the votes were in. The committee had voted to
,,, send the resolution to the floor. Each member of the Budget Coin%,.mittee then faced this challenge: "Do I go to the floor in supportA
of the new budget process and it's discipline or do I go pursuing my
own individual priorities."
I felt fairly certain that whatever lead I set the committee members would follow; that if I came to the floor pursuing my priorities
every member of the Budget Committee would come to the floor
pursuing his priorities, and we would, therefore, not have a joint
committee consensus. We would simply have some numbers put
together by 16 Senators who would then blend into the 100 Senators
who are Members of this body, all fighting all over again as though
there were no budget process to influence the final results.
RATIONAL RELATIONSHIP TO AVAILABLE RESOURCES

I say to my colleagues-Senator Mondale on that side of the aisle
and Senator Dole and my good friend from Idaho on the other sidethat at some point, at some level, we must agree to adopt a discipline
that will give each of us a crack at influencing the total result. This
discipline must-when it is completed-bear some rational relationship
to the resources available, and to the priorities we ought to be pursuing.
Specifically, it must relate to the needs of our people and the ability
of our economic system, both fiscal and monetary, to carry the load.
We are going to disagree when we get those final results as to whether
we were wise, but at least that ought to be the product.
Senator Mondale says we ought to spend more, just as Senator
McClure and Senator Buckley said yesterday we ought to spend less,
and just as Senator Dole this afternoon said we ought to spend less.
Senator Mondale has referred to what I.think is A accurate description of the objectives of the Budget"Committee, and I will repeat
them. On page 3 of our committee report on the concurrent resolution,
we state:
That the Federal budget for fiscal 1976 should meet four important tests.
First, it should "provide funds for national security, education,' health care,
pensions, and other established programs which the people of the United States
wotdd need regardless of the state of the economy.

We have served that objective by making adjustments which would
reflect the inflationary erosion of the funding of those programs.
Now, there are some in this body, and their votes the last 2 days
indicate their convictions, who feel that even that is too much if it
results in a deficit of the magnitude that the Budget Committee has
recommended.
MOST IMPORTANT PRIORITY OF COMMCI'aTE

The second objective is that the budget should "provide funds

over and above such basic needs to help pull the United States out
of its most devastating economic decline since the 1930's." This was
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the most important priority to which the Budget Committee was
#committed. Its labors and its result reflect as strong a concern about
the problems of the unemployed and their families as that expressed
before us.
amendment
the budget
sponsor
,byTie
the distinguished
should "be designed as a
is thatof the
third objective
first step toward ending the increasingly harsh cycles of inflation and
recession which have dominated the U.S. economy for nearly a decade
and provide direct help to those Americans whose incomes have been
cut off or reduced by the recession."
I submit, Mr. President, those last three objectives out of the four
were directed toward the recession and the devastation that it has
wrought in the lives of too many American people.
We have undertaken to meet those objectives. These are not just
words.
As I said yesterday in opening the debate, $365 billion is a lot of
money. The stimulative programs are not just the $4.5 billion that
have been described as temporary recovery programs. Surely, no
one believes that of the $365 billion in this budget only $4.5 billion
has stimulative expansionary effect upon the economy.
I cannot believe any Senator draws that kind of conclusion.
But let me be more selective than the $365 billion. Let me go through
this budget to pick out those items in it which are related to the need
for jobs and economic stimulation.
With respect to temporary recovery programs we have already
referred to the $4.5 billion in outlays which was approved by the
Senate last Friday, and last Friday that program was described by its
sponsors as providing 1 million jobs.
It was not my program. It originated in the House, endorsed by the
Appropriations Committee, and the description of it was that it provided 1 million jobs. It is included in this budget.,
Now, the sponsor of the pending amendment suggests that because
it has already been (lone it should not be counted and that we must
do something more, because that was done last week. Not a penny of
that has been spent as of this moment, not a penny.
PROGRAMS ABOVE PRESIDENT'S BUDGET

Second, there are other stimulation programs in our committee mark
over and above the President's budget: first, $1 billion additional highway funds, which were released from the impoundment imposed b
President Nixon 2 years ago; in released Hill-Burton funds; second,
$100 million; third, $100 million in released clean water funds-a
program in which I have a special interest-over and above the level
of spending which we had already achieved; fourth, $600 million in
EPA, coastal management and other programs in the natural resources, environment and energy function; and fifth, $200 million in
District of Columbia Metro.
These five additional stimulative programs would provide $2 billion
in addition to the $4.5 billion which provide jobs. TIRus, in total, the
committee mark includes $6.5 billion in additional job stimulating
p)rogIrams.

The distinguished Senator, chairman of the Public Works Committee, has given the formula, the number of jobs available for these
kinds of money.
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Let me turn next to the automatic stabilizers, unemployment,
compensation, food stamps, and so on. That is $15.2 billion. It was

enacted after the Great Depression as an automatic stimulant to the
economy to establish automatically a floor below which the economy
will not fall. Unless that program was erroneously conceived originally,
I assume it still serves anl antirecessionary objective; $15 billion which
is pumped automatically into the economy to provide the unemployed
with income.
It is a legitimate addition to anybody's list of what this budget does
for those who are hurt by unemployment and recession.
TAX REDUCTION ACT BENEFITS UNKNOWN

Then, there is the tax reduction act, or do we not count that be-cause that was done in March? The benefits of that action have not
begun to flow out into the economy yet. No taxpayer, no citizen has
gotten a penny of it. The checks begin going out tomorrow. We do
not know what the effect will be. Many of us have high hopes that it
will help turn the economy around, but the thing has not started.
That is $10.1 billion.
And with the possible extension into the last half of the fiscal year
of 4.4, which seems likely, the total of the items I have listed already
to $36.2 billion.
* Then when we add to that the impact of the tax cuts' and the social
security rebates, we have $1.9 billion for the social security rebates,
-the checks for which have not yet gone out, and the fiscal year 1975
impact of the tax reduction act, and those checks have not yet gone
out, that is $10.8 billion.
So the total potential stimulus of these items on the budget which I
have listed is $48.9 billion. In the year of the "great spender", Franklin
Roosevelt, in the 1930's-I can remember the newspaper headlines of
those years-the highest outlay figures were $8.4 billion in 1936,
$8.8 billion in 1939, and $9.5 in 1940 when spending had begun for

the war.

Multiply the stimulus of those years by 60 and the stimulus we are
providing is not so far off the mark from one of the big spenders or, at

least, one of the historically big spenders.
Mr. President, I have no.God-given wisdom as to what is too much
and what is too little stimulus for this economy. I have not met atn
economist in the months since I have been chairman of this committee, or in the years I have been consulting with them, whose
judgment as to what is going to happen 6 months ahead is worth very
much or is often borne out by events.
That is not to say I do not value their judgment and their advice,
but they are not seers.
INTENSITY OF DEPRESSION NOT PrEICTED

There is no economist this committee heard last fall-and that was
6 months ago-who predicted a depression of this intensity and extent and duration, not one.
Mr. MONDALE. Oh, yes.

Mr. MUSKIE. I will check it, but I heard more predicting an unemployment rate of 8.7 percent, effectively 10 percent by April 1975.
Mr. MONDALE. Will the Senator yield?
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Would the Senator review my colloquy with Mr. Ash?
Mr. MUSKIE. Then I would make an exception. But with that lone,
lonely exception, I do not recall any economist predicting an 8.7
percent unemployment rate at this point, or a reduction in gross
national product in December of 9 percent at an annual rate, or a
reduction in GNP for the first 3 months of this year on the order of
10.5 percent at an annual rate.
Nor did anyone tell me at that time we would have to suffer 5,
6, 7 percent unemployment for the next 4 years. That picture was not
painted.
They were good men, good economists, who said that our problem
was recession and not inflation and our policies ought to be turned
around.
I agreed with them, but not because I saw such a grim picture
ahead. That our economy would decline so significantly was certainly
not the consensus of those who testified before the committee.
What I am saying, Mr. President, is this: Just as no one had the
vision 6 months ago to tell us what the economic situation today would
be, no one has the vision today to tell us what it is going to be 5
months from now in September when the Budget Committee is
required by law to send another concurrent resolution to the Senate.
Senator Mondale's amendment proceeds on the assumption that it
is possible to anticipate the effect of the stimulative action already
Y)rovided for in the budget, and to conclude that it is not enough.
tois the assumption of Senator Mondale's amendment that we can
look at what the budget provides and judge that it will not be inflationp.ry in September, whatever happens in between.
FLEXIBLE, ADJUSTABLE TO DEVELOPMENTS

My view is this: That this budget process is not something that
begins and ends with one piece of paper. It is not something that
begins and ends with this budget resolution. It is a process which,
when it is in full operation, will begin in November and continue until
the following October. It is magic, and its justification, in my judgment, is that it provides the Congress with the flexibility to adjust to
developments as they occur.
You do not not have to have a crystal .ball. All you need is a mechanism that enables you to respond.
So I say to the Senate that what we have in this program to deal
with the recession is responsible, it is responsive to the unemployment
problem, which is the central problem-we all agree on that-and it
provides us the mechanism to do more if we wish.
The extension of the tax cuts into the last half of fiscal 1976, $4.4
billion, an action that everybody predicts will take place, is something
we can do.
With respect to countercyclical revenue sharing, we were not able
to get the votes in the Budget Committee for that concept, which I
think has great merit. I doubt that we would have the votes at this
moment. An educational job has to be done. The authorizing committee is going forward with hearings on that proposal, which the

303

•

Budget Committee endorsed in principle, to fashion another counter
cyclical tool, that will be available to us to put in place if the develop'
ments in the economy justify it and require it.
Even Senator Mondale's amendment undertakes to rest upon the
development of unanticipatable events. Either that or the language
is meaningless.
He says if unemployment is 8.5 percent for 3 months prior to the
fiscal year certain things with respect to spending will happen.
He must be in some doubt'as to.whether or not that will happen or
•he would not have the condition in his amendment.
Then he says if it does not happen before the beginning of the next
.fiscal year but happens afterwards, another formula would be used.
That, too, clearly must be an uncertainty or the language is
meaningless.
BUDGET RESOLUTION NOT A POLICY IECHANISM

H1w those kinds of spending flows are to be triggered by the Treasury or the administration iAnot described. A bud et resolution is not
a piece of legislation in the sense that you can fashion the mechanism
and the bureaucracy to implement policy. But if those are uncertainties, and I have to assume they are, even in the mind of Senator
Mondale, then I say to the good Senator the place to deal with them
is in the Budget Committee.
I have already asked the new Director of the Congressional Budget
Office to help us monitor the economy in the interim so that we can
move and move quickly. It is just possible that the medicine the
Senator's amendment would provide in the event these unanticipatable
contingencies occur would not be the right medicine then.
I would like to touch just one other point raised by Senator Mondale.
That is the question of the tax reform revenues that he undertakes to
anticipate.
TAX REFOR3r DECISIONS STILL PENDING

-o
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I share with Senator Mondale the concern that the Congress,
sooner or later, get into the tax reform business. It w'.s one of the
issues in the 1972 Presidential primaries. I confronted it everywhere
I went. Every candidate ended up that campaign with a tax reform
program, none of which has seen the light of day yet and no parts of
which have been enacted by the Congress. Suddenly, to rest our
revenue assumptions for 1976 upon the enactment of some of these
tax reform proposals that have not been able to generate majority
support in the Congress in the 3 or 4 years since 1972 primaries is
extremely unrealistic. I think tax reform is something that should be
considered in connection with the extension of the tax cuts of $4.4
billion into the last half of fiscal 1976. I assume that that is one of the
reasons that that decision is still pending, so that the two can be tied
together. I am all for proceeding with that.
What may be a tax reform to me may be a legitimate tax expenditure
to the distinguished Presiding Officer. One man's tax loophole is
another man's tax protection.

here are over $100 billion in tax expenditures, a great many of
which, I believe, would be reestablished by the Congress after examination. A good many others will probably be modified, changed, or
eliminated upon comrpehensive examination.
But what we are talking about is what can we count on for revenues
for the fiscal year beginng July 1. To oppose the enactment of a
tax reform package of any consequence that would provide substantial revenues for that period to offset an additional expenditure of
$9 billion is, I believe, unrealistic.

MEMO ON GENERTING REVENMs DFCWULTIS
I ask unanimous consent to have printed in the Record, Mr. President, a memorandum prepared for me by the staff to indicate the
difficulty of generating revenues quickly from tax reform. This is a
paper that makes some assumptions because at that point we did not
have Senator Mondale's list of proposed tax reforms. It is purely for
the purpose of indicating the'difficulty of generating revenues quickly
out of tax reform.
The memorandum lists seven tax loopholes, the total annual cost of
which is almost $10,5 billion. If we were to assume that those could be
eliminated totally, the elimination to be effective for some provisions
as of October 1 of this year, and effective for others beginning Januar. 1, 1976, the staff's best guess is that the elimination of that $10.5
billion in tax loopholes would not generate more than $1.55 billion in
revenues in fiscal year 1976. And that is a generous estimate.
There being no objection, the memorandum was ordered to be
printed in the Record, as follows:
ESTIMATED FISCAL YEAR 1976 REVENUE GAINS

FROM

SELECTED PROPOSED

TAx REFORMS.

The reduced effects of tax reforms on FY 76 revenues compared to the anqial

revenue costs currently attributed to the existing preferential rules are illustrated
by the examples summarized below. The assumptions used to develop the FY 76
impact of these reforms are as follows:
. (A) Unless specifically stated otherwise, as appropriate, amendments will
apply prospectively only, either to transactions occuring after the tentative
decision by the first tax-writing committee to report out the reform has been
made public, or with respect to taxable years beginning after December 31
of the year in which the reform is enacted. (October 1 has been selected as
the tax committee announcement date in the first and third examples below.
An earlier announcement date obviously would increase FY 76 revenues;
conversely, a later date would decrease FY 76 revenues.)
(B) Based upon recent experience, if a reform increasing corporate taxes
is made effective for taxable years beginning after December 31 of the year
the reform is enacted, roughly 33 percent of the resulting additional annual
corporate tax liabilities would be collected during the first six months of the
next calendar year, i.e., the remaining six months of the current fiscal year.
(C) If additional taxes would be collected from individuals through the
elimination of a deduction or the inclusion of currently non-withholdable
income as taxable income, the increase in payments would not be obtained
until the returns were due on Aprij 15 of the year after the calendar year in
which the reform would be effective.

BEST cOPY AVAILABLE

885
Fiscal year 1976 gain in million
(1) Elimination of DISC-$1,300 million annual cost/elimination effective
for exports made after 10/1/75, the assumed tax committee decision
date -------------------------------------------------------$845
(2) Eliminate bad debt reserve for financial institutions in excess of actual
experience-$980 million annual cost/effective for taxable years
beginning after 12/31/75 --------------------------------327
(3) Eliminate deduction for non-business state gasoline taxes-$850
million annual cost/effective for taxes paid after 10/1/75, the assumed tax committee decision date ----------------------------213
(4) Eliminate ADR-a rough estimate is that $500 million is lost for assets
depreciated under ADR In each annual class/effective for property
phlaed in service after 12/31/75 --------------------------------167
(5) Tax capital gains at death-$5,400 million annual cost. Phase-ins
which have been proposed in various reform proposals:
(a) Corman bill treatment: No tax at death, but rather eliminate
stepped up basis
----------------------------Minimal
(b) 1963 President Kennedy proposal: After a 3-year grace period,
tax all gains -----------------------------------------0
(C) 1969 Treasury proposal: Tax appreciation with respect to
transfers occurring after date of enactment, but only to
the extent of appreciation occurring after that date- - Minimal
(6) Require withholding at source for dividend and interest incomeFailure to do so current, estimated to have $1,000 million annual
revenue cost/reform would require new widespread collection procedures probably too difficult to implement for FY 76 collections
and therefore an effective date postponed into at least calendar
year 76 -------------------------------------------------Probably 0
(7) Eliminate $100 dividend exclusion-$360 million annual cost/effective
for taxable years beginning after enactment sometime in 1975
(individuals are virtually all calendar year taxpayers) -------------0

Mr. MUSKIE. May I say, finally, that if and when we are able to
generate such revenues through tax reforms, the benefits would accrue
to the committee's budget as well as to the Senator's amendment.
They would accrue to the Congress as. a whole, either for the purposes
of cutting other taxes, extending the $4.4 billion in taxes already pending, or funding additional programs to meet the recession if unfolding
events in the economy justify that course. So the tax-reformn route is
one way of adding flexibility for dealing with changing economic conditions. I am all for that. I am simply saying that the difficulty of
enacting tax reform is documented by the failures of the
last 3 years,
and, secondly, getting quick revenue out of it is a very "iffy" proposition. Members ought not to vote for the Mondale amendment on the
assumption that $2.5 billion of additional revenues from tax reform
is likely to be realized in fiscal year 1976.
With that, Mr. President, 1 have tried to cover the principal points.
Mr. MONALE,. Will the Senator yield?
Mr. MUSKIE. I would be happy to yield.
MONDALE AMENDMENT SPONSORS

Mr. MONDALE. There are several sponsors of my amendment,
Senator Humphrey, of the Joint Economic Committee; Senator
Javits, the ranking member of that committee, and Senator Bentsen,
who would like to speak on this amendment. I understand we are out
of time.
Mr. MUSKIE. May I say to the Senator that this time is no problem,
so far as I am concerned, if we could just have some indication of how
much time is needed.

Its giI
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IMr.
have
no desire My
to be inflexible.
MONDALE.
colleague would like 30 minutes; Senator
Bentsen would like 5 minutes. Let us say 20 minutes for the Senator
from New York. I would like 5 minutes. May we have an hour?
Mr. BENTSEN. Let me have 10 minutes.

Mr. MNUSKIE. I will be happy to yield an hour to the distinguished
Senator from Minnesota.
Mr. MONDALE. Could we have an hour and a half?

,Mr. MUSKIE. I would like to finish this bill today, if possible. I
understand that another amendment is in the wings.
Mr. HuMPHREY. We can amend the amendment, otherwise. On
the basis of amending the amendment, we start anew. I (1o flow want

to do that, but there is a need for some of us to express ourselves.
Mr. MUSKIE. I can stay here the remainder of the week, if that
is the desire, but I would like to give a clear signal to the other Members of the Senate. If the Senator would like to give them a clear signal
that we are not going to vote today, I will join him.
Mr. MON1)DALE. I would like to vote today. If we can agree on a
time, I am willing to (0oso. We think at the outset that we need an
hour and a half. We may need less than that.
Mr. MJSKIE. Mr. Presi(lent, I yiell the Senator an hour and a half
on the bill. How much time do I have on the amendment?
The PRESIDING OFFICER. Twenty-five minutes.
Mr. MUSKIE. I yield the Senator from Minnesota 25 n'iuutes on the
amendment, in order to use up that time.
I have no desire to use any more of that time myself.
I yield the Senator another hour and 5 minutes on the bill.
Mr. MONDALE. M1r. President, I wish to respond briefly to the
Senator from Maine.
The PRESIDING OFFICER. On whose time?
Mr. MONDALE. I yield myself 5 minutes.
The PRESIDING OFFICER. The Senator is not speaking on the Senator
from Maine's time?

Mr. MONDALE. I think the Senator from Maine yielded me an
hour and a half to control.
Mr. MUSKIE. Yes; 25 minutes on the amendlment and 1 hour and
5 minutes on the bill.
The PRESIDING OFFICER. The Senator from Minnesota is recognized.
Mr. MUSKIE. Nh'. President, I ask the Senator whether we caan
agree on 5 o'clock as a time to vote on the amendment-not later
than 5.
MNr'. MONDALE. That is fine.
Mr. M USKIE. That would give us a half hour on this side.
AGREEMENT TO VOTE ON AMENDMENT

Mr. President, I ask unanimous consent that the vote on this

amendment take l)lace not later than 5 o'clock this afternoon.
The PRESIDINO OFFICER. Is there objection? The

and it is so ordered.

Chair hears none,

Mr, MONDALE. Mr. President, I (1o not wish to be misunderstood.
I think the basic work of this committee is superb. The process we
have commenced is one of the most exciting, hopeful things I have
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seen in the 10 years I have been in the U.S. Senate. I believe that
the priorities we have established in the basic budget are basically
sound. I think we are spending a little more than we should on the
Defense budget an(l are spending a little less than we should on
some of tile Liuman services.
I voted to report, this resolution because I think it is 1)asially
sound. I am pleased to be a member of the committee, and I commendl
its membership and the chairman for tile work it, has (lone.
BLEA, riCmurlE FOR UNE•PLOYEID
It is true thlat other items in this budget provide employment in
tle basic programs, but, it is also true that, even given 'the jobs
which ongoing, basic programs provide, we are in the deepest recession
snthe
-e
Great, Depression; virtually every economist predicts that
inemployinewt will become worse, not better. ]here is very little
(lisagreeluent among the economists, so far as I know, about the
bleak l)i(ctur'e for unemployment in tihe next several years.
The PrQeident's own budget predicts tillbelievably high unemn)ploymemt through the end of this decade. Data Resources and some of the
other compliter . analysis organizations say that unemployment
will rise to more thmai 9 percent. Of Course, the official statistics grossly
mmudlere-;tiimate the unemployment., because (liscouraged workers are
not eounted--dhere are more than a million of thelm-because the
un1lerempl)oVed are not calculated in that regard. I think that. the
numl)br of irue unemployed is perhaps well in excess of 10 pereent
today,
*9ad evervoone I know of in the field of economics p)re(licts
that it is going to go higher.
So thlt'so fr' as we (can responsibly piedict, even with the l)bmlet
spending that provides employment, to which the Senator from Marne
refers, w'e are in a bleak, tragic, persistent, and( long-term period of
1'ec(sSion

nldl(l unemployment.

That. is what the countereyclical budget is intended to deal withto provide jobs during the period we are in this trough, and. under the
terms that the program tapers off and expires as we lmove toward
full employment.
By the terms of this amendment, the aid provided for employment
expires after we have had 2 consecutive months of unemployment
beI ow 6 percent. This is a very- cautious amendment. Many others
have urged far more stimulation than is recommended here.
JOB-rRODUCING AUTHORIITY NEEDED NOW

The other arcumnent is. "Let us wait and see what happens." Tilat

does not provi(Fe jobs. That does not help us pull our way out of the

reces-,ion. By the time we get to thle Sep)tember reconciliation 1)riod,
this legislative session, for all practical purposes will be over. 'lhat is
why I believe that in terms of sheer justice, this countercyclical jobpro;(dlucing althority is needed. at this time.
Mr. President, in yesterday's Wall Street Journal-a journal not
known for its left-wying, anarchistic point, of view-was an article
entitled, "As Recovery Comes. It X'on't, Mean ,Jobs for Many
Unemployed." In a through,
indepth evaluation, it points out thle
serious, continuing nature of our unemployment probleni. I ask
unanimous consent to have the article printed in the Record.
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There being no objection, the article was ordered to be printed in
the Record, as follows. [See p. 371.]
HELPED ELECT TAX REFORM CONGRESS
Mr. 'MONDALE. Mr. President, on the matter of taxes, I believe
that the Senator from Maine is correct historically about tax reform,
but I (to not think he is right about this time. After 25 years of talking
itbout repealing the oil depletion allowance, we repealed most of it.
There is a different House and a different Senate, l)artly because the
Senator from Maine went around the country and helped elect it.
"Ihere is a Congress that now believes in tax reform. One of the most
hopeful expectations of the whole budget process is that we will
throw tax expenditures in alongside other expenditures in the overall
,alculation of our piiorit" process.
Mr. MUSKIE. Mr. President, will the Senator yield?
Mr. MON-DALE. I yield.
Mr. MUSKIE. I agree with the Senator that the climate has improve(]. I think we may have lost some of the musscle by including
the oil depletion allowance in the tax cut bill, which huas already
passed, because that was a powerful force with respect to climbing
.oil profits anrd the. energy crisis. I share the Senator's belief that
perhaps the time is ripe, 'and I certainly hope so. He knows that I
:will join him in those efforts.
Mr. MON-DALE•. I agree completely. We have discussed often-it
is a matter of record-our hope that'at long last Congress will follow
.through on this. I offered the DISC proposal.
SEVERAL TAX REFORM MEASURES

For example, Senator Humphrey has introduced a bill that would
raise $5.7 billion through tax reform. Senator Biden has a bill that
would raise $3.5 billion, Senator Bentsen has a bill that would raise
$3.1 billion, Senator IHaskell has a bill that would raise $20 billion.
There are many proposals for quick change, and most of them are
issues we have debated time nlnd time again. With a different mood in
Congress and, incidentally, with the change in our rules on making

filibusters more difficult, I think the time has come to tell those of us in
the Finance Committee and the Ways and Means Committee, "Let's
get moving."
It is better to repeal the Western Ilemispheric corporate preference

rate and change such things as the disgraceful treatment of minimum
tax andl use that money to hire the unemployed than go to a meeting
of unemployed people who are unable to care for their familie and
say, "We're sorry; we didn't have time to pick up that revenue, even
though those preferences are justified."
For all of these reasons, I think the Senator from Maine was right
when he voted with me in the committee.
Mr. EAGLETON. Mr. President.
Mr. HUMPHREY. Mr. President.
The PRESIDING OFFICER1 (Mr. Helms). The Senator from Minnesota is recognized.
Mr. MUSK.E. I am happy to yield 5 minutes.
Mr. HUMPHREY. I shall withhold, Mr. President, if I may have the
right to reclaim the floor after the Senator from Missouri has finished.
Mr. EAGLETON. I thank my colleague from Minnesota. I appreciate
it. I shall be brief.
I wish to ask a series of short questions of the Senator from Maine
with respect to the pending amendment. As a prelude to those questions, I make this brief statement.

0
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Mr. EAGLETON. I think the Senator is eminently correct, because
between now and September, should conditions change, the Committee on the Budget could then come forward with a new set of
budget recommendations.
My next question is, would it also be possible to accommodate
some of the additional antirecession programs within the committee's
current ceilings-cutting or postponing some of the base-level permanent progriams-should a reordering of the priorities prove to be
wise?
AMr. MtiE. That is clearly an option. As I pointed out earl'er•

the distinguished sponsor of the pending amendment, Senator MIondale, voted for a $90 billion ceiling on defense. The committee as it
whole adopted a $91.2 billion ceiling. There is $1.2 billion that I ans
sure Senator Mondale would divert to a countercyclical recovery
program. These kinds of priority judgments will be made by Sentaitor'A
from now on.

IIOPE MADE FOR BALANCING DECISIONS

It is my hope that they will make balancing decisions. TIhai is. if
they want, to spend more for recovery program,,, they will accept the
discipline of cutting somewhere else. Within that frame work, there
is ample opportunity, I say to the Senator.
Mr. EAGLETON. Moreover, it would seem to me that the various
legislative commit tees should continue to propose the programs suggested in connection with the amendment before us. We then wou d
have the option of incorporating them into the second concurrent
resolution in the fall should they be necessary. So defeat of thi.4
amendment would not mean that we are prevented from passing the
programs suggested, only that we must reconcile what we do over
the summer come next fall. Is that not correct?
Mr. MtSKME. The Senator has expressed the pJhilosophy of the act
right on all fours. May I say that one of the primary candidates for
a program that might be applied quickly in a countercyclical way is
countercyclical fiscal assistance to State and local governments. Tlthat
is a project that is well underway. Senator HIumphrey has joined
with me and Senator Brock in sponsoring it. It has been referred t(,
committee. We have held some hearings in the Intergovernmental
Relations Subcommittee already, and so it is beginning to build somesteam. 'T'hat program is something that can be put into action quickly.
The Committee on the Budget has endorsed it in principle. That fit%
the philosophy the Senator has expressed.
Mr. EAGLETON. In other words, a vote against the Mondale amendment is not necessarily a vote against the progranis which the Senator
from Minnesota associates with his amendment.
Mr. MUSKIE. The Senator is absolutely correct.
Mr. EAGLETON.. I thank my colleague from Maine. I thank my
colleague from Minnesota.
OVERALL SPENDING CEILING

Mr. MONIDALE. If the Senator will yield for a minute, that is true,
because all we are doing in the contemplation of the law here is
putting on an overall spending ceiling. But if the Senator will look
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at what we propose by way of countercyclical revenue sharing in the
$4.5 billion figure, he will find that we specifically voted to knock
out all money for countercyclical spending for aid 'to State and local
governments. We voted in a waiy to exclude all money for health
iisii0'ance for the unemployed. We voted to knock out all additional
money for public service employment and public works.
MI. MXUSKIE. Will the Senator yield?
"Mr.MONDALE. In just a moment.
When we come out on the floor and ask for more than is recomnmendedd in the countercyclical items set forth on page 39 under the
separate category of temporary recovery programs, 1 have no doubt
that we are going to be greeted' by howls and catcalls as great spenders.
It is true that we might be able to get it anyway, but we are going to
have the additional burden of arguing that we are breaking faith
with the ceilings contained in here.
Also, the only way we can do it is to take money from regular
ongoing l)rograms. Xhere are we going to get it? If we are going to
lake it out of the Defense budget, I would fike to help, but we know
we are not going to get it.
Would we like to take it away from food stain ps or education or
health, or put a, cap on social security? We went through all of that.
It is not easy to move any money out of those regular programs that
are already in place.
So I think for all of those reasons, while the Senator from Maine is
theoretically correct, in fact, the answer is no; there is not a dimwe in
here. The Senator from Maine fought for money for counterevclical
measures in this budget. I fought a ong with him. I think he isoright.
And we were defeated. But do not think we did not think about it.
Mr. HUMPHREY. Mr. President, will the Senator yield?
AMr. MUSKIE. I am happy to yield on my own time.
Mr. MONDALE. I yield on my time.
NOT INHIBITED
Mr. MXLSKIE. No. 1, (1onot notice the two Senators from Minnesota being verv inhibited by the howls of anguish to which the S;Cnator
has referred. W•re have come here with a target outlays proposal and a
deficit prol)osal. Thiey are seeking to change it, which is their right. I
do not know that they are inhibited particularly from doing so.
So this argument that, well, if the Budget Committee puts it in that
blue book, somehow, that deprives them of their options is at little

unrealistic.

Second, with respect to countercyclical revenue sharing, I asked
that we not charge that $4 billion for that program against the $3.5
billion of recovery programs. There was no vote that it should not
come from somewhere else. That is a decision that is left to Congress.
We did not, as a committee, say it should come from nowhere" else.
I simply volunteered to take it away from the $4.5 billion, because
that number was so small that it did not seem to serve any useful
purpose to try to cover that, too. But that option is still available.
As I say, it's certainly available if we need additional countercyclical
assistance.
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NO VOTE ON IIEALTI1 INSURANCE FOR UNE31PLOYED

"

One final point, because I do not want the Record to be misleading:
We (lid not, to the best of my recollection, vote on health insurance
for the unemployed. The only reference to that was included in a
letter from Senator Magnuson to the committee, in which he urged a
831 billion outlay figure for that function. In his letter, he included
health insurance for the unemployed in his list of new initiatives
which he wanted to be considered. I do not believe the committee
voted on it.
Mr. Bm,Om.N-. Mr. President, I yield myself 5 minutes.

The PREswIxo OFFICER. The Senator from Minnesota has the

floor.
Mr. HUMPHREY. Mr. President, may I accommodate the Senator
from Oklahoma?
Mr. BELLMON. I shall ask for the time later.
Mr. HuMiPHREY. I thank the Senator.
Mr. President, I suppose the Senate has been going through an
exercise here that can really be said to be of some historic importance.
It, is, without a doubt, tle ' first time that there has been such an
indepth, prolonged, and, I think, solidly constructive debate over
the overall lisca| policy of the Government, and it surely represents,
in my mind, an approach that we should take.
DO NOT KNOW WIIAT.rONETARY POLICY WILL BE

The only regrettable thing about it is that we do not know what
the monetary policy of the Government will be. And let me say very
quickly and'very definitely that. all of the best-laid plans of the best
of men will go (down the drain unless there is an accommodating
monetary policy to this budget policy. So let us just start out by
knowing that what we are talking about here is two-thirds of the
equation. We are talking about outlays on the one hand and revenues
on the other. We are not talking about, nor has there been any full
discussion of, nor does there seem to be any way that we can do much
about, as of yet, the credit, the interest, anti the money supply
policy.
If there is one lesson that this Senator has learned this year, after
intensive work as chairman of the *Joint Economic Coinnittee, it
is that no matter how well we plan and design in Congress or in the
executive branch to combat inflation and recession, to provide jobs,
to add stimulus to the economy, all of it will be for naught, all of it
will go down the (train, unless there is a coordinated policy or a comJ)lementary l)olicy on the part of the Federal Reserve System.
Let this not be forgotten. We are here arguing only about a part of
the total economic policies of this country. We are arguing about
the differences between the two Houses of Congress on the one hand,
and on the other hand, the difference between the President's propJosal and the Senate prol)osal, anti we have no way of knowing at
all what the Federal Reserve System is going to do in terms of
credit, money supply, or interest rates.
The PRESIDIN OFFPICER. The Senate will be in order.
Mr. HUMPHREY. Until we know that, there will be very little
assurance as to the results of what we seek to do.
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This is yet to be properly understood by Members of Congress,
the public, and regrettably, may I say, some of those whom we look
to educate the public, the members of the media.
The Federal Reserve System sits out there like a holy sanctuary,
to be untouched, while we work down here in the pits of reality.
FRS SHOULD JOIN FISCAL TEAM

I want to repeat what I have said before: It is imperative that the
Federal Reserve System join the team-the team of the executive
and the legislative, the team of budget policy and tax policy, or there
is not going to be any recovery. Or, if there is a temporary recovery,
it can bescuttled overnight, as it has been on three different occasions,
by the action of the Federal Reserve Board. I shall come back to
repeat this message next year, unless that Board cooperates, and I
shall be right.
Mr. President, I have heard it said here today that some of us
did not have any prediction as to what is going to come. That is
partly true and partly not. When the Joint Economic Committee
issued its report in December predicting 7.5 percent unempolyment,
and some of us felt it would be much higher-the report, by the way,
was unanimous, by all the House Members and the Senate Members,
Democrats and Republicans-that report was accused, condemned
and repressed as being doomsaying, extravagant, exaggerated, and
a host of other descriptive adjectives.
I have heard it said that we did not propose a tax reduction. I
proposed a $10 billion tax reduction bill in Congress in June of 1974..
We proposed a tax reduction bill in Congress in September of $20
billion.
Why? I served as a member of the Planning Committee for the
President's Economic Summit Conference, and in the moments that
I had for summation in that conference, I said that we needed a tax
reduction bill then to combat recession. I took a position contrary to
many of the administration officials at that time that the problem
facing America was simply inflation, which I expected to subside, as
it has, but mounting unemployment and growing recession.

PROPHESIZED HIGH UNEMPLOYMENT RATE
My distinguished colleague from Minnesota, in December of 1974,
in his discussion with Roy Ash, the then Director of the Office of
Management and Budget, said that unemployment would most likely
reach 8 percent or more. He claims no gifts of prophecy, but he does
have good sense.
Mr. President, the big issue before us is whether or not the budget
that we have here, insofar as Congress can do anything about the
economy, will have sufficient stimulative effect to be able to get the
country out of the recession slump and moving up on to the high road
of growth, employment, and expanded productivity. That is what it
is all about.
We have had before the Budget Committee, as the distinguished
Senator from Maine has indicated, many witnesses. Many of those
same witnesses have been before other committees of Congress,,
including the Committee on Banking, Housing and Urban Affairs and
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the Joint Economic Committee. And most of those who come before
us, Mr. President, warn us that unless we do enough we are going to
have a slump that will continue, and one that will continue to drag
down this economy at unbelievable cost.
WARNING: DO ENOUGH

Let me raise my voice here in warning that if we do not do enough,,
there will be people who will say, "I ou see, deficit spending does
not work."

They remind me of the person who has to take an antibiotic, and
the doctor says, "Take two, four times a day, for 10 days."
The patient says, "Oh, those antibiotics are expensive, and these
druggists are having an economic ripoff. I am not going to take two,.
four times a day. The doctor and the druggist are in cahoots,"-as we
call it back home-"so what I will do is take two in the morning, skip.
the one at noon, take two later in the evening, and one at night.'
In other words, instead of taking two four times a (lay, which is
eight, he takes six, and he says, "I saved, because each pill cost a
dollar; therefore, I saved $2 a day," only to find out that he continues
to have his infection, on and on and on.
Mr. President, regrettably that happens in medicine, and regrettably
that is what can happen in tie economy. It is better that we do enough,'
even on the safe side of doing too much, than that we do too little.
I think it is important at this stage that we remember what the
distinguished late President Franklin D. Roosevelt said was the duty
of Government. He said that the duty of Government is not to see
that those who already have too much shall have more, but rather
that those who have too little shall have enough.
He also said tlat we should try, and if it does not succeed, we should
try again. That is what we are attempting to do here, in a most
difficult situation.
We have a unique situation. For the first time in the history of this
country, we have both inflation and recession at the same time.
It is as if the person had appendicitis and the appendix has burst,
the patient may very well suffer peritonitis or gangrene but, at the
same time, the patient has high blood pressure and fever, and the
doctors are arguing, "Should we bring down the fever first, get the
blood pressure down," and that is what one doctor says, and the other
one says, "No, what we have got to do is operate now." The other
doctor says, "If you do so, the patient will die."
We cannot afford to have this economic patient die. We cannot
afford to have this Republic in more trouble. We have to do both
things at once-lhelp combat inflation by cutting unnecessary expenditures, while applying our fiscal resources to reverse a major
recession and high unemployment.
EXCELLENT JOB BY BUDGET COMMITTEE

The Budget Committee has done an excellent job of attacking this
problem, and I am not here to condemn them at. all, but to praise them.
Its report provides an honest, up-to-date, realistic assessment of the
fiscal situation.
52-659-75-----20
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In most respects, the recommendations of the Budget Committee
make reasonably good provision for our public needs while, I must say,
-at the same time eliminating some spending proposals which are
Either wasteful or of lower priority, and that is what this committee is
-designed to do.
There is, however, one important respect in which I think the budget
resolution can and ought to be improved. We need more temporary
fiscal stimulus in fiscal 1976. We need it because the economy is still
very weak. We will not get the strong recovery which we must have
unless we adopt a fiscal policy which does more to strengthen the
-economy.
Let me assure my colleagues who are worried about the budget
.deficit that our chances of getting rid of this large deficit are much
better if we adopt an adequately stimulated budget. The deficit we
face stems primarily from high unemployment and a lag in production.
When we get rid of unemployment, when we stimulate production,
when we get personal incomes and corporate profit back up to where
they ought to be, we will have the tax receipts which will balance the
budget.

Mr. President, the noted Nobel Prize winner, the distinguished
Dr. Paul A. Samuelson, in Newsweek of May 5, 1975, has a question
and answer series in which certain questions were posed to him and to
which he responded. The question was:
Well, is our deficit too large? You are telling me how I can go about answering
this question. I want you, with your expert judgment, to answer It for me.

Dr. Samuelson:
All things considered, I think the calendar year 1975 needs a deficit larger than
we have ever had in peacetime. A deficit of 0 percent of GNP would be about $84
bill ion-frightening to the layman but still 6 percent.
The price level in 1980 witl be a bit higher with such a deficit than otherwise.
But singlemindedly seeking to minimize that price level would logically lead to
your favoring continuation of the recession, and even a wish to let it slide into a
,depression.
A prudent target for annual real GNP growth In the recovery would be at least
6 percent for some time. The rewards justify the risks. A reasoned look at the
feasible patterns of experience will show that there is no satisfactory course of
action that is without real risks.

I ask unanimous consent that the entire article be printed at this
point in the Record.
There being no objection, the questions and answers were ordered
to be printed in the Record, as follows:
QUESTIONS AND Axswi:Its

(By Paul A. Samuelson)
Here are my best answers to the questions economists are most often being
asked these days.
(,. Is inflation cured?
A. Evidence suggests that now, and by the year's end, the annual inflation

rate will have abated from 1974's two-digit rate to around the 4-to-7 percent
annual rate. If luck holds out on world harvests, Mideast peacefulness, and
normal l)roductivity trends, next year at this time the inflation rate can hold in
this range.
There is no cogent evidence that we are on our way back to steady price levels.
And no guarantee that inflation will never reaccelerate.
Q. H-low stands the recession?
A. The first-quarter GNP numbers are so had that the experts are more confident than ever that .the bottom is near at hand. At even odds, you should bet
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with the consensus forecasters: Drs. Eckstein of Harvard and DRI; Evans of
Chase Econometrics; Klein of the Wharton model. A swing in six months from
$18 billion inventory accumulation to that much decumulation gives hope that
inventories are nearing a satisfactory level. This attained, total spending and
production should tend upward.
Slower Inflation also helps. Final insurance is provided by the tax cuts that are
soon on their way.
It is no sure thing that recovery will comelbefore midyear, or be at a satisfactory
pace.'Housing and autos may not rebound smartly in response to credit ease and
fiscal sti-mulus. Also, historically unemployment rates lag, continuing to rise until
real GNP grows at the 4 per cent trend rate. Even if we were now at the recession's
trough, unemployment would probably peak out at more than 9 per cent.
Q. Economists no longer disagree?
A. A silly question. Now that we have our tax-cut bill, we naturally divide
over whether It's too

fluch of

a good thing.

Q. Is the deficit too big? Will it Induce an unhealthy, over-rapid expansion?
Crowd out investment?
A. One question at a time. And please realize that value judgments as well as
o1)jcctive economic science must be involved in policy decisions. Rep. Shirley
Chiskholm, who has a minority constituency in ew Y'ork City, wilIproperl,
give different optimal responses than a Plorida congressman representing a
constituency of retired people on fixed pensions. Their respective tolerances for
inflation and unemployment risks will differ. And eveen where they happen to
agree on probabilities, they'd disagree on the proper compromise to be selected
in the trade-off between more jobs soon and less future inflation.
SOME REY CONCLUSIO•S
1[Hre are qome key conclusions.
1. Tihe deficit is not "unmanageable"; far from it. The bonds will sell.
2. Each dollar of deficit will not eat uip one dollar out of a fixed pool available
for private Investment. So whatever a 'crowding-out effect" means, it does not
mean that each extra $10 billion of deficit displaces $10 billion 01 equipment,
construction, and Inventory capital formation that would otherwise teke place.
:3. A deficit is "too large" when it leads to too rapid a rate of production and
employment recovery. When it leads to intensification of "demand-pull, price
and wage inflation. When the financing of it leads to such a bidding up of interest
rates that an Inordinate number of capital-formation activities can no longer
afford to acquire the credit they require. And the deficit is too large if it forces the
Federal Reserve to create more money than is good for the economy in this recovery
period.

Q. Well, is our deficit too large? You are telling me how I can go about answering
thi- question. I want you, with your expert judgment, to answer it for me.
A. All thing- consl~ered, I think the calendar year 1975 needs a deficit larger
than we have ever had in peacetine. A deficit of 6 per cent of GNP would be about
$84 billion-frightening to the layman but still 6 percent.
The price level in 1980 will be a bit higher with such a deficit than otherwise.
But singlemindedly seeking to minimize that price level would logically lead to
your favoring continuation of the recession, and even a wish to let it slide into a
depression.

A prudent target for annual real GNP growth in the recovery would be at least
6 per cent for sonic time. The rewards justify the risks. A reasoned look ait the
feasible patterns of experience will show that there is no satisfactory course of
action that is without real risks.

Mr. HUMPHREY. Mr. President, this afternoon I thought I would
just discuss some of the current economic situation and the outlook
as I see it for this year and next. I am also going to present some information which we have just received on behalf of the Joint Economic
Committee in its efforts to investigate the financial aspects of the
budget deficit.
INhen the Joint Economic Committee reported to the Budget Committee early in March, we warned that the output would fall at least
as rapidly in the first quarter of this year as it did the fourth quarter
of last. Unfortunately, we were correct.
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We further warned that output would likely continue to decline in
the second quarter, and again we were correct.
We warned that the unemployment rate was likely to rise somewhere between 9 and 10 percent in the second half of 1975, and remain
about 9 percent in the early months of 1976. Unfortunately, this still
appears to be the outlook. In fact, administration spokesmen have now
said that they,' too, expect unemployment to rise above 9 percent.
The same thing is indicated in the typical private forecasts.
ECONOMY Is STILL WEAK

Moreover, recent indicators, such as housing starts, building permits, automobile sales, surveys of consumer buying plans indicate
that the economy is still weak, and a strong recovery is by no means
assured.
The tax cut, which Congress has now enacted, will help. In fact, it
is at least in part because we have enacted this tax cut that we can
expect output to rise rather than fall in the latter half of this year.
If major components of the tax' cut are extended, as is anticipated,
we can also expect that the output will be rising rather than falling
in 1976.
But the question is, will it be rising fast enough?
Remember that output has to grow about 4 percent per year just
to keep pace with the labor force increase and productivity growththat is, just to keel) the unemployment from rising further. Obviously,
it is not enough just to keep unemployment from rising. We have to,
I
get it down.
The Joint Economic Committee recommended last March that we
must follow policies designated to make real output grow, not at
4 percent, but at least 8 and 9 percent from late 1975 to the en(d of
1976 and, Mr. President, I have yet to find anybody who has testified
before us who does not say that is essential.
When are we going to start to listen to the facts?
If we want to get unemployment down to 7 percent by the end of
next year or early 1977, this is the kind of output growth that is
required, and 7 percent unemployment is still a national disgrace.
POLICY WILL NOT GIVE NEEDED OUTPUT GfROWTII

After careful analysis, I have reluctantly concluded that the fiscal
policy recommended currently by the Senate Budget Committee
would not give us the output'growth which is needed this year and
next. The Budget Committee does not think so either because in
its report it states that the policy recommended would bring unemployment down to 7.5 percent by the end of next year, and we think
this is just not good enough.
Therefore, if we adopt the Mondale-Humphrey- amendment, our
chances of achieving a real vigorous growth of output during next
year will be greatly improved. We can realistically hope to get unemployment down to 7 percent by the end of next year. I wish, of
course, that it could even be better than that. By conservative estimates the Mondale-Humphrey amendment wouhl increase employment by more than half a million jobs by the end of next year, and
that is a lot of jobs, and we need every one of them.
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I hope and pray, Mr. President, that the people can look to this
Congress to give them back their jobs, and to do it now. We represent
the people. We are the only hope of effective governmental action.
Therefore, how can we afford to be timid when they are experiencing
great personal tragedy?
Now, there is nothing fiscally irresponsible about the MondaleHumphrey amendment. Our intent is that all the additional funds
provided would be spent for emergency job-creating programs. The

outlays would not become available unless unemployment remained
above 8%percent over the next 3 months.
GROSS FISCAL IRRESPONSIBILITY

Mr. President, how can we justify sitting back here and letting
unemployment remain over 8%percent? That is gross fiscal irresponsibilitv. That is draining the life blood out of this country.
The outlays would automatically cease under the MondaleHumphrey amendment as unemployment diminishes. There is nothing
in this amendment that would prevent our balancing the budgetindeed, running a surplus once full employment is regained. Indeed,
it does not commit us to a long-term drain on the Treasury. It only
functions when unemployment is at a disastrous level, and it helps
put money in the Treasury.
Our program could be funded, and it would provide, for example
antirecession grants to State and local governments. State and locaf
governments cannot run budget deficits. They must cut back on their
services or raise their taxes, and either of these is a disastrous policy
in a recession.
This is not a theoretical problem, as we all know; it is not a potential
future problem. These things are happening right now in the cities.
Cleveland has been forced to lay off 1,100 workers; Detroit, 1,500;
Wilmington, Del. has had to reduce its fire department by 11 percent;
-other city departments have personnel cuts up to 40 percent. Onethird of 67 small- and medium-sized cities surveyed by the National
League of Cities, have had to cut their payrolls; over half have
postponed essential capital expenditures; two-thirds found their
revenues falling short of anticipated levels; almost half are expecting
to enact some form of tax increase in 1975.
WOULD PROVIDE EMERGENCY AID

This is why Senator Muskie, I, and others are sponsoring legislation
which, if passed, would provide emergency aid to State and local
governments. The aid would be tied to the unemployment rate.
This program has been strongly supported by the economic experts
who have testified before the Joint Economic Committee. The Joint
Economic Committee recommended this type of program in the
1970-71 recession, and had we had this program in place at the
beginning of the present recession, it would have provided an additional
automatic stabilizer which would have kept the recession from becoming so deep.
If this amendment meets the test of need-and it does-and if
this amendment meets the test of fiscal responsibiltiy, which it does,
why should there be opposition to it?
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Well, let us face it, I think some of the opposition springs from
fear, fear of the reaction that we will get from our constituents it
we support a larger budget deficit.
The only way to overcome fear is by understanding and education.
First, we need to educate ourselves; second, we must educate the
public.
Let me lay out some facts about the budget deficit. The MondaleHumphrey amendlnent would ad(l an estimated $3.5 billion to the
budget deficit. We propose $2.5 billion of tax reforms.
PROPOSED ]REFORMS NOT DIFFICULT

It has been said that is difficult. I do not think the reform we
propose, such as elimination of DISC, such as a mininimum tax, which
is required, and one or two others, would be that, difficult.
In addition, it is estimated $3 billion would be raisNml through
additional tax receipts, which will come from a higher level of economic
activity.
Thus, the $9 billion in proposed additional outlays would add only
$3.5 billion to the budget deficit.
Now, Mr. President, the President's deficit, in realiAtic terlni, is
about $66 billion, the Senate proposed deficit. is $67.2 billion, and our
deficit figure would be $70.7 billion.
Mr. President,, there have been no economists that have appeared
before die Joint Ebonomic Committee, nor has there been any
businessman that appeared before the committee, that thought
that was an unmanageable deficit.
The only people before thatofficials.
committee who were horrified by that
deficit were administration

AMight I say, the deficit grows regardless of what Congress( does
simply because of rising unemployment which, in turn, saps the

economic strength of this country and diminishess revenues.
With the .1 ondale-liullphrev; amen(dment included, the budget.
deficit in the Senate resolution would be r$70.7 billion. This is about
$3 billion less than what the House Budget Committee has already
recommended.
This e:.itire bud get. deficit comes from high unemployment.
Mr. President, f ask unanimnous consent to have pJint!ed in the
Record a table prepared by the Joint Economic Committee showing
a full employment budget, assuring House Budget Committee

recommendations.

There being no objection, the table was ordered to be printed in
the Record, as follows:
FULL EMPLOYMENT BUDGET
(Assumes House Budget Committee recommendations)
[Billions of dollars, seasonally adjusted annual rate)
1974:3

1974:4

1975:1

Receipts ...................
Expenditures ...............

314.8
300.6

328.3
313.1

340.4
324.9

Surplus (+) or deficit (-)
Surplus (+) or deficit (-) by
half years ................

14.2

15.2

15.5

14.7

-2.6

1975:2
310. 1
330.7
-20.6

1976:2

1975:3

1975:4

1976:1

348.4
353.9

357.1
349. 1

3F8. 1
365.3

12.5

8.0

2.8

10.3

377.5
374.6
2.9

2.9

),

-..

399
ECONOMIC IMPACT OF HOUSE BUDGET COMMITTEE RECOMMENDATIONS (FULL EMPLOYMENT BUDGET ADJUSTED
TO INCLUDE RECENTLY ENACTED AND PROPOSED EMPLOYMENT-RFLATED EXPENDITURES)l
Fiscal year 1976

Fiscal year 1975
1st half
14.7
Surplus/deficit -------------------------------------Stimulsirestraint (changes in budget surplus) .........................

2d half

1st hilt

2d half

-11.4
-26.1

0
+11.4

-2.3
-2.3

I These programs are excluded from the full employment budget because they would phase out at full employment.
However, they are included inthis calculation of economic impact because they are discretionary expenditures adopted'
or proposed for dealing with unemployment.
Source: Joint Economic Committee.
Mr. MUSKIE.

Will the Senator yield?

Mr. HUMPHREY. Yes.
Mr. MUSKIE. I am a little puzzled, the Senator minimizes the difference between the committee's deficit, said it is only $2 or $3 billion,
but then states that this difference that is going to create millions of
jobs, according to the Senator's argument this afternoon.
The implication-

Mr. HUMPHREY. No.

Mr. MUSKIE. The impact on unemployment is going to be enormous,
but the difference in deficit
Mr. HUAIPHREY. No, Senator, I said about half a million jobs, to be
specific.
1Mr. M"\USKIE. Under the Mondale or under ours?
Mr. I1U.MPHREY. No, under the Mondale-Humphrey amendment.
Under the Budget Committee's proposal, unemployment at the end of
1976 is going to be over 7 percent.
Mr. MUSKIE. Is going to be 7 percent higher?
.Mr..t!UMPhREY. We predict it would be above 7 percent.
PREDICTIONS FOR iIGH UNEpLOYMIENT RATE
Mr. 'MUSKIE. And those predictions are as good as the predictions
of last fall which said unemployment would peak at a lower rate than
has subsequently developed.
May I say most respectfully to my colleague, in
I
Mr. HUMPHREY.

my own judgment I think it would stand a pretty good test. As I

said earlier this year, we could expect high rates of unemployment
long before Mr. Meany ever said 10 percent on "Face the Nation."
The Senator from Minnesota said it in the Joint Economic Committee.
I understand the variables here. All I say is when we put the figures
into what we call the models, like Chase Econometrics or Horton, we

come back with figures. At best, these are estimates. There is room for
mistakes.
The only point is, there is a slight difference between ,vhat the
Senator's budget Committee recommends and what we recommend.
Part of the reason that our estimated budget deficit increase is limited

to $3.5 billion is that we believe consequent developments will generate more revenue.
Mr. MUSKIE. But that is the point I addressed earlier to which the
Senator has not responded, this business of generating additional
revenue out of tax reform.
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Mr. HuMPHREY. I am talking about just increased economic activit.y which generates revenue.
Mr. MUSKIE. If the outlays are in the right direction.
Mr. HUMPHREY. Correct.

RECO31M1ENDS HEALTH INSURANCE FOR UNEMPLOYED

Mr. MUSKIE. I mean, if, for instance, a significant portion of the

outlays are in health insurance for the unemployed, that will not generate those kind of revenues, and the Mondale amendment does not
spell out the differences. It recommends health insurance for the unemployed, public service employment, countercyclical revenue sharing, and so on.

The additional revenues that would generate, not applied to health
insurance for the unemployed would be $1.5 billion, according to the
best advice available to us.
Mr. HUMPHREY. We have problems with our economic advisers.
Mr. MUSKIE. Which is my point.
Mr. HUMPHREY. I do not deny, Senator, there is an uncertainty

here.
Mr. MUSKIE. But what gets me is this, I listened all afternoonMr. HUMPHREY. I only say The PRESIDING OFFICER. All time of the Senator from Minnesota
has expired.
Mr. HUMPHREY. It cannot possibly be.
Will the Senator yield?
Mr. MUSKIE. My time has expired.
Mfr. HUMtPHREY. The Senator will yield me some time.
Mr. MUSKIE. Mine has expired, I do not have any.
.Mfr. HUMPHREY. I will take some more from my colleague, another

10 minutes. I am a joint sponsor of the amendment.
Mr. MUSKIE. Can I share some of that time?
Mr. HUMPHREY. Not much.

[Laughter.]

'['he PRESIDING OFFICER. The Senate will be in order.
Mr. HTUMPHREY. I would hold my distinguished friend to the line.
Mr. MUSKIE. Then the Senator should finish what he has to say,
an d then I will come in.
Mr. HUMPHREY. All right.
We had added outlays in the amendment of $9 billion. We feel
there will be savings from higher revenues and reduced unemployment
compensation of approximately $3 billion.
The questionable figure in this, and the only one, is the further
estimate of additional revenues of $2.5 billion through tax reform,
and that, I understand, is something that is subject to real debate.

So the net deficit increase, if we could include tax reform, would

be $3.5 billion.

PRODUCING AT 68 PERCENT CAPACITY

So we would generate new revenues, giving us a total budget deficit
of $70.7 billion. But that is due to one thing, primarily, the fact
that this economy today is producing at 68 percent capacity, the
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fact that today there are over 8 million people unemployed, 3%
million partly employed, and a million who have dropped out of the
labor market.
In fact, the workweek is the lowest it has been since the Great
Depression, slightly over 35 hours.
It all adds up to the fact that America is not at work, and when
America is not at work the revenues do not come in.
I ask unanimous consent to have printed in the RECORD at this
point, Mr. President, a number of letters that we have received from
eminent people in the American economic community-bankers,
businessmen, industrialists, economists, people who work in the
field of debt management. These people have responded to us and
given us answers to questions as to what would happen if we had a
budget deficit, let us say, of $75 billion. Would we be able to handle
it? Would the Federal Government be able to finance that deficit
and to do so without crowding out of 1he money market the demands
for private capital; to do so without raising the interest rates; to do
so without precipitating further inflation?
There being no objection, the letters were ordered to be printed in

the

RECORD, as follows:
AMERICAN ENTERPRISE INSTITUTE
FOR PUBLIC POLICY RESEARCH,

Washington, D.C., April 22, 1975.
lion. HUBERT H. HUMPHREY,
Chairman, The Joint Economic Committee of [Congress, Russell Senate Office
Building, Washington, D.C.
DEAR SENATOR HUMPHREY: Thank you for your letter of April 16. It was
always a pleasure to appear before the Joint Economic Committee at the time
when I served on the Council of Economic Advisers, and I am glad to get an,

opportunity to express my views on various problems with which my present

work continues to be connected.
(1) In my appraisal a deficit of $45 to $50 billion in fiscal '75 and one of $70
to $75 billion in fiscal '76 would be unlikely to cause any serious difficulties in
the calendar year '75, if it could be taken for granted that the fear of difficulties
for calendar '76 will not be foreshadowed in calendar '75 through anticipatory

actions in the market. Thus we should focus on calendar '76 and what comes
afterwards. It all depends on what is in the offing for that period.
(2) Assuming a tendency toward a healthy recovery in the latter part of calendar '75 and in '76, the conclusion suggests itself that this tendency would be
weakened or conceivably suppressed by a fiscal policy that proves incompatible
with a significant reduction of the deficit in calendar '76. In other words, the
process of reducing the deficit-a process which will have started by the first
alf of calendar '76 if your figures prove realistic-must be allowed to continue
thereafter. This in turn implies not only that in the near future fiscal outlays
should be kept consistent with deficits no larger than assumed above but also
that the deficit-reducing effect of the revenue-increase during the recovery should
not become largely offset by an increase in outlays during fiscal '77. To me this
seems to be the essence of the matter, as concerns the deficits.
(3) By my way of thinking I would not find it possible to answer the question
on Federal IReserve policy precisely in the form in which it is posed in your letter,
namely, whether the policy is adequately accommodating in view of the prospective deficits. I think the Fed should not try to accommodate deficits but should
in the coming period aim for feasible economic expansion at greatly reduced
inflation rates. Given such a monetary policy, it is the deficits that should "accommodate" the requirements of economic health, by which I mean that given
such a Federal Reserve policy the deficits should be of a size that causes no
trouble. If the deficits were to become larger than that, and the Fed should try
to accommodate them, then with a brief lag, we would be in even greater difficulties than those which we are now trying to overcome. However, should we
prove able to follow the fiscal-policy course discussed In my paragraph (2),
above, there is reason to believe that the dangers of the deficit will not grow
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large; in these circumstances a monetary policy making room for about 10 to
11 percent increase of the money GNP in the first year of the expansion could
well lead to a 6 percent or slightly higher rate of "real" expansion along with a
sharp reduction of the inflation rate. The recent results of monetary policy do
seem to me consistent with this conception.
(4) I feel quite unconvinced by the argument that the Treasury, when borrowing, should restrict itself to the short-end of the market. Such a policy would,
of course, ease present credit conditions for private borrowers wishing to float
longer term securities but, on the other hand, the policy would lead to very
frequent reappearance of the government as a borrower at the short end, and
this during the recovery phase when it will be even more important to watch the
crowding-out problem.
I remain, Senator Humphrey,
Very sinc..•ely yours,

WILLIAM J. FELLNER,

American Enterprise Institute, Yale University Emeritus.

THE BIROOKINGS INSTITUTIONS

lion.

HIUREIIT

II. HUMPHREY,

Washington, D.C., April 22, 1975.

The U.S. Senate,
Washington, D.C.
DEAR SENATOR HUMPHmRY: Your letter of April 16, 1975 asks for my views

on a series of questions dealing with the appropriate monetary and debt management policy over the next year.
1. Question: Can the financial markets handle federal deficits of $,45 to $50 billion

in fiscal 1975 and approximately $75 billion in fiscal 1976 without seriously inter-

fering with private demands for credit or forcing interest rates to levels which will
prevent an economic recovery?

Answer: Federal deficits of these magnitudes need in no way interfere with the

availability of funds at reasonable interest rates for private borrowing, if the
Federal Reserve pursues a monetary policy consistent with rapid economic
recovery.

For the purpose of this analysis, let us start with the assumption that the
recently enacted tax cut, the 1976 federal expenditures contemplated in the pending House and Senate concurrent resolutions, and natural economic forces will
combine to produce a significant economic recovery, beginning sometime after
mid-year. A healthy recovery in real GNP-on the order of 7 to 9 percent in the

first year-would inevitably be accompanied by a substantial rise in the demand
for cash, as business firms and households expand their cash requirements. If the
Federal Reserve accommodates that expanded demand for cash, by a sizeable
increase in the money supply, there will be no "crowding out" or displacement of
private borrowing by federal borrowing.
On the other hand, if the Board of Governors of the Federal Reserve refuses
to accommodate a 7 to 9 percent growth in real GNP, and seeks to hold growth
to a lower rate by permitting only a modest increase in the money supply, there
will be an insufficient supply of loanable funds to accommodate both federal and
private borrowers. Interest rates will rise; some private borrowing will be "crowded
out" residential, state and local and private investments will be curtailed. The

GNP will grow at a slower rate, and recovery will be less than the 7 to 9 percent

suggested earlier.
If one does not believe that a rapid recovery rate in the next year is inflationary,

then he cannot believe that providing the monetary policy necessary to make it
come true is inflationary. The debate about "crowding out" therefore, conceals a
hidden agenda. The debate really revolves about the appropriate rate of economic
recovery in the next year. The Congress has, through its fiscal policy, clearly opted
for a rapid economic recovery. If a very cautious monetary policy is used to frustrate that goal, its consequences will indeed show up as a rise in interest rates and
some crowding out of private borrowing.
Ironically, an attempt to hold the rate of economic growth substantially below
the targets implied in Congressional fiscal policy may lead, in the long run, to an
-increase in inflationary pressures. Holding down the rate of growth in the money
supply, and letting interest rates rise, will not significantly reduce government
spending or private consumption. Its principal effect will be to restrain private
investment. As a consequence, the growth of industrial capacity and of the housing
stock will be slowed. In turn, two or three years from now, bottlenecks in supply
and large rent increases could begin to appear, well before the economy recovers
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to prosperity levels. Even if it had earlier wished the Congress to adopt less ambiticus recovery targets, once the Congress has chosen the Federal Rererve
should, on economic grounds alone, accept the Congressional decision. An attempt by the Federal Reserve to enforce its own preferred growth targets through
very cautious monetary policy would curtail those very supply-creating investinents; which help alleviate long run inflationary pressures. Indeed, now is precisely
the time to encourage-through low interest rates-the maximum sustainable
rate of private investment. There are ample unused resources, so large increases
in the production of investment goods will not add to immediate inflationary pressures. And once in place, the additional capacity will help moderate potential
inflation in the future.
2. Question: Faced with the inevitability of very large deficits in the current quarter
and for the next several quarters, what is the most appropriatemonetary policy for the
Federal Reserve to pursue? Is present policy adequately accommodative?

A answer: The Federal Reserve should pursue a policy which prevents the particularly large federal borrowings that will occur during the next several quarters
from driving up intef'est rates. Indeed, the interest rate increases of the past several weeks should be reversed!
Over the next year the Federal Reserve should aim at providing an increase in the

money supply sufficient to match, or slightly more than match, the increase in the
demand for money that would accompany a rapid economic recovery. In the

next several quarters, however, the demand for cash balances may well increase
by an abnormally large amount. Because of the tax rebate, paid out in a lump
sum, federal borrowings will be particularly heavy. Recipients of the rebates

will gradually spend a large fraction of them, but for awhile a significant part of
the rebates will be added to household cash balances. As a consequence, the need
for ca.h in the economy will temporarily rise even above the growth path associated
with rapid economic recovery. Unless the Federal Reserve recongizes this fact,
and supplies an unusually large increment to the money supply during this period,
short-term interest rates will be pushed up. In turn, at least for a time, funds
may be diverted from savings institutions and long term rates may be adversely
affected.
In other words, even a sizable rate of growth in the money supply, appropriate
over the next year to accommodate rapid economic recovery, may not be enough
in the next several quarters to reverse the recent rise in short-term interest rates.
A special allowance should be made by the Federal Reserve during this period
to take account. of the abnormally large increase in the nation's cash requirements
occ.Laioned by the tax rebate.
3. Question: Do you feel that the Treasury should restrict itself to short-term borrowing dealing this period in which business demand for credit is so heavily concentrated
in the bond market and the interest rate spread between long- and short-term rates is so
large"
Answer: 1)uring the near term future the Treasury should restrict itself to the
short-term market. Corporations are now attempting to lengthen the maturity
structure of their debt, and are heavily into the bond market for this purpose.
It is vastly more important for the future soundness of the nation's financial
structure than that the Treasury lengthen its. Hence the Treasury should not do
anything to "crowd out" corporations from the longer term market during the
near term future. Moreover, some of the corporate bond issues are for purposes
not of refinancing but of making new investments in plant and equipment. Treasury
competition in the long term market may crowd out sonic of these issues as well,
and thus hinder recovery. For both of these reasons-to allow a healthy restructuring of corporate debt and to avoid reducing niew investment-the Treasury
over the near term future should refrain from meeting its borrowing requiremerits through coupon issues.
I hope these brief comments on the points raised in your letter will be helpful.
Cordially,
CH.ARLES L. SCmwUr'ZE,
Senior Fellow.
BOSTON, MASS.,

Senator HUBERT H. HUMPhIREY,
Chairman, Joint Economic Committee,
U.S. Senate, 1lWashington, D.C.
l)•AR SENATOR HUMPHREY:

•

April 23, 1975.

I am pleased to respond to your letter of April 16

requesting comments on the federal deficit and credit markets. The John Hancock
Insurance Company has no formal position on this matter. My personal opinion
is that, at this stage of the business cycle, the projected deficit can be financed
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without undue strain on financial markets and interest rates, given a continued:
easy policy stance by the Federal Reserve Board. This accommodation of the
large volume of federal financing is possible only because of the recession, which
has sharply reduced the credit demands of the private sector. (See the accompanying flow of funds projections for calendar 1975.) When the economy begins
to recover and business and consumer demands for credit increase, continued
large federal deficits augur a renewed round of high interest rate- and severe
inflation in calendar 1976 and beyond.
Given these projected 1975 credit and assuming that the Federal Reserve
Board continues its policies of the recent past, short-term interest rates should
remain fairly stable for several months, then rise late in the year with the pickup
in the economy and short-term private credit demands. Bond rates should
moderate gradually during the year as inflation rates decline further and the
volume of new corporate bond offerings diminishes somewhat. Interest rates in
1975 should not reach levels high enough to prevent the economic recovery.
The prospects for calendar 1976 credit markets are less encouraging. Private
credit demands will rebound strongly with the economic recovery, significantly
limiting the size of the deficit which could be financed without straining credit
markets. With a large deficit, both long- and short-term interest rates are likely
to rise significantly unless monetary policy is unduly expansive, which in turn
would lead to rapid growth of the real economy, renewed capacity pressures.
and another bout of high inflation rates within a few years.
The liquidity of consumers, corporations and financial institutions has been
severely eroded by inflation and recession. Either high interest rates or inflation
rates would further strain the financial system. The optimal policy course would
be to promote moderate growth of the economy in calendar 1976 to avoid the
boom-bust cycles which have characterized the past several years. This could
best be achieved by reducing the size of the federal deficit, thus allowing both
fiscal and monetary policy to follow a balanced course of moderate stimulus.
The current financing requirements of the Treasury are so heavy that almost
every maturity of U.S. government obligation will have to be issued at some point.
The Treasury should-and no doubt will-note the major sources of funds to
the market (households via savings institutions, the commercial banks, and the
foreign sector) and tailor maturity structures to be most appealing to these
sources.
Sincerely yours,
JUDITH 'MARKLAND, Economist.
SOURCES AND USES OF CREDIT
jin billions of dollars
19751

1972

1973

1974

Mortgages ......................................
Corporate bonds ................................
Corporate stock .................................

68.8
20.2
12.9

71.9
12.5
8.0

53.6
23.3
6.1

47
36
6

Net uses:

Total private long-term ........................

101.9

92.4

83.0

89

Consumer credit..........................
Business credit ..........................
Other credit ....................................

19.2
32.0
16.1

22.9
65.2
7.6

9.6
61.7
5.8

5
30
5

Total private short-term .......................

67.3

95.6

77.1

40

U.S. Government ................................
Sponsored Federal agencies ......................
State and local governments ......................

17.4
6.2
14.4

9.8
19.6
13.7

13.0
20.9
17.0

85
7"
15

Total government .............................

38.0

43.1

50.9

107'

Total net uses ................................

207.2

231.2

211.0

236

102.6
Nonbank finance ................................
75.4
Commercial banks ..............................
3
Federal reserve ..................................
3.7
Nonfinancial business ...........................
13.3
Government ....................................
10.7
Foreign ........................................
Households ...................................................

81.1
83.3
9.2
9.1
23.7
3.5
21.3

70.7
58.2
6.2
6.3
33.8
13.1
22.7

110
79
12
8
12
20
4

207.2

231.2

211.0

236.

Net sources:

Total not sources .............................
1Projected.
Source: Federal Reserve, flow of funds.
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UMPHREY,

INTERNATIONAL BUSINESS
MACHINES CORP.,
Armonk, N.Y., April 2.0, 1975.

Chairman, Joint Economic Committee,
Dirken Senate Office Building,
Washington, D.C.
DEAR SENATOR HUmPHREY: In your letter of April 16, 1975, you asked for my
views on three questions concerning the financing of the large Federal deficits
expected during the period ahead. My views on these questions are as follows:
1. In my judgment, the deficit expected during calendar year 1975 can be financed without causing substantial upward pressure on interest rates and without
crowding out private borrowers. Furthermore, the increase in the money supply
needed to permit financing of this deficit without these adverse effects is not
exceptionally large, nor would it be inflationary in the current environment,
because of the extremely depressed level of private credit demands due to the
severe recession. Even with a strong rebound in economic activity during the
second half of the year, the economy will still be operating substantially below
capacity, and even sharply below the level of activity in 1973. As a result, private
credit demands will remain well below the levels of recent years throughout 1975
and early 1976. The following examples illustrate how the weakness in the economy
is reducing the need for credit from the private sector:
(a) Inventories are in the process of being reduced in most industries; since
stocks relative to sales are extremely high, such decumulation is likely to
continue throughout 1975. My estimate is that for the year as a whole,
inventory decumulation will be about $10 billion, a swing of $24 billion from
the $14 billion accumulation in 1974. This will sharply reduce business needs
for credit to finance inventories, reversing the pattern of the last several
years.
(b) The economic contraction has caused very sharp declines in operating
rates for U.S. industry-the Federal Reserve estimates that, for all manufacturing, only 68% of capacity was being utilized in the first quarter. This
has led to sharp declines in new orders for capital goods and in contracts for
new business construction. These reductions in capital spending are also
lessening corporate demands for external funds, even after taking into
account current weakness in profits.
(c) Housing construction is still on a sharp downward trend. Even with
some improvement later in the year, residential construction expenditures
will total only $38 billion this year, down from $46 billion in 1974 and over
$57 billion in 1973, producing comparable reductions in the demand for
mortgage credit.
(d) The decline in consumer purchases of autos and other durables has
dramatically changed the consumer credit picture-whereas consumer
loans rose by nearly $23 billion in 1973 and $10 billion last year (net), net
consumer borrowing has actually been negative in recent months. For 1975
as a whole, net demand for consumer credit will be about zero.
In addition to these factors on the demand side, I expect a substantial increase
in consumer savings this year ($21 billion) because the lower inflation rate will
take some pressure off consumer budgets and because not all of the tax rebates
will be spent immediately-these funds will flow into credit markets and help
finance the Federal deficit. Rising incomes during the recovery will also generate
.more personal savings.
At this time, I have not as yvt analyzed in depth the impact that the Federal
deficit will have on credit markets in 1976. I do expect a continuation of the
economic recovery in 1976 (real GNP will rise by about 6% for the year), causing
some increase in credit demands from the private sector. In addition, the Federal
deficit will remain very large all during the year. Thus, greater pressure on interest rates in 1976, especially in the second half of the year, is clearly a likely
possibility. However, rising interest rates are associated with all economic recoveries and need not choke off the recovery.
(2) The most appropriate Federal Reserve policy during the next several
quarters is to supply sufficient reserves to the banking system to insure that an
economic recovery does begin in the months ahead and continues into 1976,
and that the recovery be fairly brisk. This may involve allowing the money
supply to grow at a rate somewhat above the "long term desired rate" during the
rest of this year: however, this is necessary to offset the rather small increases
in the monetary aggregates during the last year. Even with the expected turnaround in economic activity later this year, unemployment will reach about
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9%%%by summer, and remain above 8% through the end of next year. Under
these conditions, promoting the recovery and reducing unemployment mus be
the top priority. Furthermore, there is very little risk of reigniting inflation, at
least until mid-1977, for the following reasons:
(a) The economy will continue to possess substantial excess capacity even
with a rapid recovery. Even the basic materials industries, which were
characterized by severe shortages a year ago, are now operating at only 70%
of capacity on average-it will take a long and sharp recovery to "eat up"
this excess capacity.
(b) Reflecting the recession and improved supply conditions, both farm
prices and raw material prices have dropped sharply in recent months. These
declines will be reflected in finished goods prices over the next year.
(c) A repeat of the international aspects of the recent inflation, caused by
the two devaluations of the dollar and the quadrupling of oil prices, are
extremely unlikely. These factors caused a substantial part of the 1973-74
inflation.
(d) High unemployment is already slowing wage increases; moderate wage
behavior is likely to continue given the unemployment outlook.
(e) Productivity, which hlis fallen for the last two years, will rise sharply
as the economy recovers. This will also help moderate unit labor costs and
substantially reduce cost-push pressures on prices. In fact, inflation rates
during the first two years of prior economic recovery periods have generally
not exceeded, and in most cases were below, the rates experienced during the
preceding recession-the growth in productivity has been primarily responsible for this pattern.
Thus, with continued high unemployment and little risk of re-escalating
inflation, an expansionary monetary policy at least for the remainder of this
year is the appropriate course. In recent months, policy has not been a4
expansionary as is necessary. However, in part this reflects the differentials
in interest rates here versus abroad-this differential has led to outflows of
funds from the U.S., offsetting some of the increases in reserves that the
Federal Reserve has supplied. These interest rate differentials are narrowing,
and since the commercial banks have also repaid virtually all of their debt
to the Fed, there will be ample latitude to pursue more rapid growth in the
monetary aggregates in the months ahead. rhe Federal Reserve should take
all steps necessary to insure that this occurs.
(3) The main objective to the Treasury should be to finance this year's deficit
(and refinance old debts that mature) in such a way as to promote as strong a
recovery in economic activity as possible, with minimal disruptions to credit
markets, regardless of the implications for the maturity structure of the debt.
Thus, at the present time, when many corporations are borrowing long to repay
short -term debt incurred last year, the Treasury should concentrate on short-term
borrowing. If conditions reverse later in the year, as may occur, a switch to longer
term debt may be appropriate by the Treasury. In addition, the Treasury should
time its issuance of debt so as not to coincide with large corporate offerings that
have been Scheduled.
If you require any additional information, please do not hesitate to contact me.
Sincerely,
LARRY CHIMERINE,
Manager, U.S. Economic Forecasting.

Hnn. HlmlERT

H. HUMPHREY,

THE BROOKINGS INSTITUTION,
Washington, D.C., April 22, 1975.

U.S. Senate,
Washington, D.C.
DEAR SENATOR HUMPHREY: I ampleased to respond to your request for my
views on the effect of the impending federal deficits on financial markets.
I have little doubt that the financial markets will be able to handle federal
deficits of $45-50 billion in fiscal year 1975 and $70-80 billion in fiscal year 1976.
The allegation that such deficits will seriously interfere with private credit demands
and force interest rates to high levels disregards the fact that, during periods of
recession, private investment needs decline. As a matter of fact, because of the
built-in flexibility of the federal tax system, the rising deficit corresponds fairly
well to the decline in private investment demand. There is no evidence in the
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historical record that recession-induced deficits have been difficult to finance in the
past or have had significant effects on interest rates.
Obviously, the deficit can be financed only with an accommodating monetary
policy, which requires cooperation from the Federal Reserve Board. In the last
six months, the Federal Reserve has been concerned that interest rates Will
decline too sharply and thus has been hesitant to ease up sufficiently on monetary
policy. So long as business activity continues to decline, the Federal Reserve
should provide the banking system with enough reserves so that interest rates will
continue to decline and should continue an easy money policy until recovery is
assured.
.During periods of business contraction, it is urgent that long-term interest rates
be allowed to decline. Any financing in the long-term market by the Treasury is in
conflict with this objective at the present time. The Treasury should not be
seeking bargain rates for the debt, but should be concerned to maintain easy and
attractive credit conditions in financial markets.
I blieve that the deficits that are now anticipated will promote economic
recovery, provided the Treasury Department and the Federal Reserve cooperate
to prevent premature increases in interest rates and to avoid tightness in financial
markets.
WithSincerely,
best wishes,
JOsEPH A.
PECHMAN,

Director of Economic Studies.

Mr. HUMPHREY. Mr. President, I am happy to report to the Senate
on an interim basis, and we will have a fullreport later on, that the
economists, whether from the John Hancock Insurance Co., the
U.S. Economic Forecasting, International Business Machines Corp.,
the Brookings Institution, or whether former members of the Council
of Economic Advisers, all report, "I have little doubt that the financial
markets will be able to handle Federal deficits of $45 billion to $50
billion in fiscal year 1975, and $70 billion to $80 billion in fiscal 1976."
Dr. Paul Samuelson, Nobel Prize winner, said it ought to be higher.
and it can be readily handled.
So what we are really talking about ultimately here is whether or
not what we are doing is enough. I repeat, Mr. President, what I said
in the beginning of my discussion in the limited time that we have.
DEFICIT FINANCING TO STIMULATE ECONOMY

My point is if we are going to try the method of using deficit financing as a stimulant for the economy, then we must try it in sufficient
amount so that we get results. The only question we have to ask ourselves is: Can we handle that deficit in terms of Government financing?
Can we do it in the money markets.without pushing up the interest
rates and without crowding out, as they put it, the needs of private
capital?
I do not claim to have this knowledge myself. I am not an expert in
this. But, Mr. President, we have tapped the sources of knowledge
across the length and breadth of this country. We have gone to the
Brookings Institution. We have gone to the International Business
Machines Co. We have gone to the biggest companies that we have in
the private capital market. We have gone to the best economists of
every single persuasion. We have gone to a man like Dr. Modigliani,
who is the president of the American Economics Association. We
have gone to a gentleman like Dr. James Tobin, of Yale. We have
gone to Mr. Brimmer, the former member of the Federal Reserve
System. We have gone to people in the Treasury Department. Every
one of them say that that deficit can be properly managed if the
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Government will schedule its debt financing under proper terms; that
it can be done without crowding out private capital needs, and without raising the interest rates on either long-term or short-term money.
Mr. President, it is because of that that I think the Mondale..
Humphrey amendment has merit. I do not propose it as any cure-all,
not at all. All it does is to give this budget resolution a little more
flexibility.
ECON0o3Y NEWS REASSURANCE

I will say in all candor to the distinguished Senator from Maine, who
is to be commended and thanked for his monumental effort here,
that as the Budget Committee reviews and monitors the economy,
of course, he can come back with a new budget resolution. There are
those of us who believe, however, that it would be stimulative to the
economy right now to give it some reassurance. What this economy
needs more than anything else at this time is some reassurance. What
it is getting from the Secretary of the Treasury regrettably is a
warning that the deficit is so large that there will be no money left
for anybody else.
I want to say that there are no facts to support that. I believe it
is time that the Secretary of the Treasury took a much more positive
attitude.
Finally, Mr. President, while we are deeply concerned about
deficits, I wish to quickly say that the budget deficit is one thing,
and we ought to be concerned about it. But I am concerned about the
employment deficit. Since last October, the number of people with
jobs has dropped 2.5 million. What about them? What about their
income? I am concerned about the inccme deficit. Let me use the
word "horrified," because that is what Secretary Simon said about the
President's budget deficit when it was estimated at only $52 billion.
During the last 2 years real average weekly earnings have fallen 8
percent. I am concerned about the output deficit, the housing deficit,
and I am concerned about the health care deficit.
Mr. President, I have additional remarks in my prepared documentation. I ask unanimous consent to have those printed in the Record.
The PRESIDING OFFICER. Without objection, it is so ordered.
ADDITIONAL REMARKS BY SENATOR HUMPHREY

Estimates showing a $6% billion surplus in the Full Employment budget in
Fiscal 1976 are based on the assumption that the recommendations made by the
House Budget Committee are enacted. The Senate resolution, which provides
for lower outlays, would create a larger surplus in the full employment budget.
Let me point out two things about these Full Employment budget estimates.
First, in the second half ot the current fiscal year, the budget is stimulating the
economy. However, in the first half of fiscal 1976, the budget will be moving in the
restrictive direction. In the last half of the fiscal year, the budget would move
again slowly in the stimulative direction. However, for fiscal year 1976 as a whole,
the budget recommended by the House Committee would be mildly restrictive.
I repeat, the Senate Budget Committee recommendation is even more restrictive.
The other point is that if the economy were functioning at four percent unem)lo'vment rates we would have a deficit only in the last quarter of fiscal 1975.
his deficit is due to the tax rebates included in the Tax Reduction Act of 1975,
which are all paid out in the last quarter of the current fiscal year. In fiscal 1976
the budget would be in surplus by about $6%billion if the economy were operating
at a four percent unemployment rate.
I remind you that these figures are related to the House Budget Committee
proposal. If the House proposals for fiscal year 1976 are mildly restraining or
neutral, then the Senate proposals which recommend a smaller level of deficit
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must be more restraining. The Mondale-Humphrey amendment would only
move the Senate budget deficit to approximately the same size as that proposed bT"
the House Budget Committee. Therefore, it falls well within the range ofresponsible fiscal activity. Indeed, it is needed to keep the recovery going in 1976.
A deficit which springs entirely from high unemployment will not cause "crowding out" in the credit markets. Private demand for credit falls in a recession. The
government deficit which Is created by the' recession simply fills the resulting
vacuum in the credit markets. The Joint Economic Committee has contacted a
number of economist and financial experts. Of those from whom we have received
replies to date; not one has disputed the proposition that the credit markets can
accommodate a deficit which springs from high unemployment. They have stressed
that as the economy recovers and private demands for credit pick up the government deficit should diminish in order to avoid "crowding out" and high interest
rates.
The only way to get rid of a deficit is to get back toward full employment. The
faster we recover from the recession, the faster the deficit will go away. If we
have a vigorous recovery the deficit will be steadily diminishing during the course
of fiscal 1976. In fiscal 1977, the deficit will be much smaller. The large deficit
during the next few quarters is inevitable. Let us at least have sense enough and
courage enough to adopt a policy which will reduce the deficit rapidly In future
years.
Because there is so much interest in this question of the deficit I want to read
some excerpts from a letter I have received and from testimony at the Joint
Economic Committee hearing last Thursday on this precise issue.
This is what Dr. William Fellner a distinguished economist who recently retired
as a member of the President's Council of Economic Advisers has written to me:
"In my appraisal, a deficit of $45 to $50 billion in fiscal '75 and one of $70 to $75
billion in fiscal '76 would be unlikely to cause serious difficulties in the calendar
year 75, if it could be taken for granted that the fear of difficulties for calendar '76
will not be foreshodowed in calendar '75 through anticipatory actions in the market. Thus, we should focus on calendar '76 and what comes afterward. .

.

. Ih

other words, the process of reducing the deficit-a process which will have started
by the first half of calendar '76 if your figures prove realistic-must be allowed
to continue thereafter . . the deficit-reducing effect of the revenue-increase
during the recovery should not become largely offset by an increase in outlays
during fiscal '77."
Mr. Fellner is making the same point which I tried to make earlier. Our concern
must be to reduce the deficit as the recovery proceeds. We Will do this if we have a
vigorous recovery in which unemployment falls rapidly.
Of course, along with the right kind of fiscal policy, we must have an accommodative monetary policy. This too has been stressed by the experts the Joint
Economic Committee has consulted. Let me present a few brief examples of what
the experts say:
Dr. Charles Schultze, Brookings Institution-"Federal deficits of this magnitude
($45 to $50 billion in fiscal 1975 and approximately $75 billion in fiscal 1976)
need in no way interfere with the availability of funds at reasonable interest rates
for private borrowing if the Federal Reserve pursues a rhonetary 'pohJoy consistent with rapid economic recovery."
Judith Mar and, Economist with John Hancock Insurance Company"At this stage of the business cycle, the projected deficit can be financed without
undue strain on financial markets and interest rates, given a continued easy
policy stand by the Federal Reserve Board. This accommodation of the largb
volume of Federal financing is possible only because of the recession, which has
sharply reduced the credit demand of the private sector."
Larry Chimerine, Manager US Economic Forecasting, International Business
Machines Corporation-"In my judgment, the deficit expected during calendar
year 1975 can be financed without causing substantial upward pressure on interest rates and without "crowding out" private borrowers. ... . Greater pressure

on interest rates in 1976, especially in the second half of the year, is clearly a
likely possibility. However rising interest rates are associated with all economic
recoveries and need not choke off the recovery. The most appropriate Federal
Reserve policy during the next several quarters is to supply sufficient reserves
to the banking system to insure that an economic recovery does begin in the
months ahead and continues into 1976, and that the recovery be fairly brisk."
Dr. Chimerine stressed the greater demand for private credit in the second half
of 1976. Remember that the second half of 1976 falls in fiscal year .1977. We need
economic recovery now so that the Federal deficit will be smaller In fiscal 1977.
52-659--75-27
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Dr. Joseph Pechman, Brookings Institution-"I have little doubt that the
financial markets will be able to handle Federal deficits of $45 to $50 billion in
fiscal year 1975 and $70 to $80 billion in fiscal year 1976. Allegations that such
deficits will seriously interfere with private credit demand and force interest
rates to high levels disregards the fact that, during periods of recession, private
investment needs decline. . . . Obviously, the deficit can be financed only with
an accommodating monetary policy, which requires cooperation from the Federal
Reserve Board."
Let me turn now to some of the testimony which wq had before the Joint
Economic Committee last Thursday. This is a little story which I)r. James Tobin
of Yale University told the Committee:
"All this business about 'crowding out' has reminded me that in the 1930's, in
the Great Depression, there was a famous hearing before Parliament, before the
McMillian Committee, at which the Treasury of the British Government testified
that nothing could be done in the way of fiscal policy, government spending or
tax reduction to alleviate the problem of unemployment in Britain at that time
because everyone knew as a princil)le of economics that 'such measures would
"crowd out" private expenditures and l)rivate investment."
We all know now that failure to adopt more stimulative policies at the beginning
of the Great Depression of the 1930's was a tragic mistake. I hope we can apply
that lesson to today's situation. We are not in a depression, and we are not going
to be, but we are in a very serious recession. To fail to adopt all the policies we
need'to get out of it quickly would be a tragic mistake.
This is what Dr. Tobin -,ays about "crowding out:" "I will state one general
principle which is clear; there is never any significant financial problem of 'crowding out' unless there is a significant resource problem of 'crowding out.' "
By that Dr. Tobin means just what I have been trying to explain; we do not
need to worry about crowding out so long as the deficit is stemming from high
unemployment. As long as there are unemployed individuals seeking work and
idle machines ready to be put back to work'we do not need to worry about excessive demands for credit.
Finally, let me quote D)r. Andrew Brimmer, who served as a member of the
Board of Governors of the Federal Reserve from 19C!6 until last August. 1)r.
Brimmer says: "The inordinate amount of concern that has been generated over
the uncertain impact of prospective Federal Government borrowing on the
capital markets in 1975 and 1976 is unwarranted. . . . This concern about
"crowding out" other borrowers should be given far less weight than it is appuarently getting. It overlooks the fact that several of the strong demandi for
funds recorded last year will moderate significantly during 1975."
Fiscal policy is not our only responsibility. We must also have the right kind
of accompanying monetary policy. Congress nmust insist on this. The question
we are discussing this afternoon, however, is fiscal policy. This is a precedentsetting debate. rhis is the first time the Senate has systematically debated
fiscal policy in this' way. Let us. be sure we set the right precedents. Let us be sure
we get our priorities straight. Let us be sure we are "horrified" about the right
deficits.
Certainly we should be concerned bout the budget deficit. But, there are some
other deficits that "horrify" me.
The employment deficit. Since last October the number of people with jobs' has
fallen by 2% million. We have 8 million people "officially" unemployed-10.5
million or 11.7 percent really unemployed. In order to cut the unemployment
rate even to 7 percent by the end of next year, we must add four. million new jobs.
This deficit "horrifies" ne.
The income deficit. During the last two years real average weekly earnings have
fallen 8 percent. The purchasing power of the average worker's paycheck is way
back to 1964 level. At the same time the work week has shrunk to an average
35.9 hours-the lowest level since the Depression.
The profits deficit. The final figures on corporate profits in the first quarter are
not yet available. However, the figures that are available indicate that profits
in t&he first quarter were about 12 percent below the same period last year.
The output deficit. In the first quarter of this year the economy. was operating
14 percent below its potential. This is the largest output deficit of the entire
postwar period. If the Administration's growth forecast is right, we will lose
$1.5 trillion in goods and services in the next 5 years because we could not operate
our economy at. even a A% r9te of unemployment.
The housing deficit. '"e have a national goal in this country of building 2.6
million new housing units a year, enough to supply housing to newly formed
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families and to replace units that become unlivable each year. In Marel, the
annual rate of housing starts was less than 1 million units, not even 40 p1(reent
of our national needs.
And, we must take full account of the Health Care deficit, the Educational
opportunity deficit, and the quality of life deficit.
these are the deficits that plague the people of this country, and these are the
deficits that should "horrify" all of us.
We face a large federal deficit in this country this year and next, not because
we tried too hard to provide our citizens with a better life, not because we put
too many of our citizens to work, and not because we over-reached in ternis of
what our economy could produce.
No, Mr. President, we face large deficits today because we have failed to follow
a course of action that would keep our nation at work. When you are unemployed,
you don't pay taxes. When production is down, the tax revenues go down, 'too.
When job losses go up, so do unemployment payments and food stamps. And,
that is why we will have large deficits for the next two years.
Unemployment and recession produce deficits, and the only way to balance
the budget is to put America back to work-Its people and its productive capacity. This must be the central goal of all our nation s economic policies today.
I know very well the dangers of too large a deficit and of double-digit inflation.
But it is unfair, unjust and unthinkable that 10.5 million Americans should be
asked to bear the brunt of the burden of fighting inflation for our society by losing
their jobs.
The depths of the current recession and the seriousness of the present economic
-crisis, require bcld and creative initiatives by Congress. Sure there are risks
involved, but there are from any course of action that we choose. And, I believe
it is far better to err on the side of trying to do a little too much for our people
than to be convinced by the faint of heart to do too little.
The American people can once again have faith and confidence in a Congress
that is bold in its willingness to come to their aid in this time of trouble. They
can only have disdain for a government that is frozen into frigid inaction by the
fear it might do too much.
Mr. President, if we have the wisdom and the courage to adopt the fi.seal and
monetary policies which will eliminate the deficits in employment, incomes,
profits, and production, the Federal budget deficit will also dis.a;ppear. If we are
too timid to vote for the policies which are needed to initiate and sustain a vigorous
economic recovery, the cost of our timidity will be borne by the individuals and
families whom we are elected to represent.
I hope we will set the right, kind of precedent for future budget debates by voting
to adopt a budget policy which provides for the economic and human needs
of the citizens of this country.
Mr. President, I urge all of my coleagues to join me in voting to meet the
needs of our people-in voting for the Mondale-Humphrey Amendment.

Mr. MONDALE. Mr. President, how much time have I remaining?
The PRESIDING OFFICER. The Senator has 40 minutes remainmg.
Mr. MONDALE. I yield 10 minutes to the Senator from New York.
Mr JAvTH. Mr. )President, I am a cosponsor of this amendment,
and I rise to speak in its favor.
Mr. President, I shall, of course, not go over the same ground which
my colleagues have so admirably and ably covered. But it seems to
me that the key question about this amendment, taking into consideration all of the arguments which have been made about coming
back with a new budget resolution and so forth, is found in a table
at page 9 of the committee's own report which is headed "Table 3,
Deterioration of the Economic Outlook." It compares the forecasts
which have been made for August 1974, for the fourth quarter of
1974, with what actually occurred.
The declines which are demonstrated there are so precipitous as
to dictate the prudence of this amendment. It seems to me that this
is the singlemost solid argument that can be made in its favor.
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GNP DECLINE AT 9 PERCENT

We must note, for example, that instead of the rate of 2.6 percent
improvement in the gross national product, we had a 9 percent
decline.
In place of a change of industrial production affirmatively of 2
percent, we had a 12.3 percent decline.
The unemployment rate, instead of being at 5.7 was almost a full
percentage point higher, which is an important matter of approximately 1 million additional unemployed, being estimated at 5.7 and
actually beim at 6.6.
In short, Mr. President, this amendment-because it does not
pledge any money, it does not spend any money, it does not authorize
money-but simply gives you a ceiling which is higher than the one
which. you have within which to operate, is an insurance amendment
in a situation where heavy casualties have already been taken because
of the lack of providing in advance for what has been a far more
precipitous decline than anybody anticipated. Notwithstanding a
rising stock market, which we have, and the general optimism that,
"Well, things will be better about the middle of the year," et cetera,
the Chairman of the President's Council of Economic Advisers
predicts in effect that, "you have not seen the worst yet." And
the same economists who were so mistaken about the last quarter
of 1974 have still, in the last month, had to write their forecasts
of 1975 unemployment upward, and 1975 production downward.
The reason I emphasize that Mr. President, is because so large
an amount of the additional ceiling which would be authorized goes
into unemployment and everything related to unemployment. Even
the Committee went up to $19.8 billion in respect of unemployment compensation. Incidentally, these figures have been constantly
revised upward, constantly upwards. Even the administration has
had to move up its own figures for food stamps because of the precipitate drop in employment.
ESTIMATE OF UNEMPLOYMENT RATE

Now I turn to the other significant figure to which I wish to call
the Senate's attention. The committee, at page 22 of its report, is
estimating an unemployment rate of 7.5 percent at the end of
calendar 1976.
Mind that expression-at the end of calendar 1976. Nonetheless,
the general estimates which have been made by everybody, including
the administration, take us through 1975, at 8.1 percent. Again,
that little detail means almost 7 million unemployed workers. When
we couple that with law which is not yet on the books, but which
I have every confidence will be on the books, which will look after
400,000 workers a month, or a total of 2 million, from June 30 to
December 31, 1975, who will run out of their unemployment benefitsand that is, unhappily fur us, a pretty certain figure-we really get
a very, very depressing and very deplorable situation.
Many of the figures have mentioned justify the degree of insurance
which is represented by the effort to increase this ceiling for those
particular programs-to wit, transitional public service employment,
accelerated public works, housing assistance, and health insurance for
the unemployed. I and others here hav e been very active in that regard.
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In addition, this program is proceed if there should be a sudden
upswing--just insofar we have such sudden and drastic and dramatic
downswings-by the triggers which are in this amendment, so no
profligacy is involved.
Mr. President, as I indicated, even the 7.5-percent national unemployment figure, upon which the committee based its estimates, means
7 million unemployed Americans. Even if these various contingencies
which I describe do not happen, would not we, as Americans, rather
cut that 7 million unemployed to 6 million unemployed, rather than
leave the 7 million unemployed, with the resultant drag on the
economy and the continued tremendous gap in the utilization of
production between what it is today, roughly 70 percent and closer to
99 or 92 or 93 percent, which it ought to be in order to give us a viable
economic situation? I certainly would answer that question very
determinedly in the affirmative.
SEPTEMBER CONCURRENT RESOLUTION

Finally, MIr. President, the Budget Committee urges us, in effect,
tq wait until September; and the Budget Committee says that it will
review the state of the economy before the September concurrent
resolution, to judge whether the budget remains sufficiently stimulative at that time. This, in my judgment, is inimical to the purpose of
an
the budget resolution process, which is to provide, at an early d
overall framework in which authorizing and appropriating committees
can take desirable action in their particular areas.
The Budget Committee says, in effect, "We would not decide nowwe will wait to see tl e facts.'" Indeed, those are the exact words ot
Senator Muskie. However, for example, in my own committee, where
I am the ranking member, before September, the Committee on Labor
and Public Welfare will have to decide whether or not to extend the.
authorization of appropriations for the public service jobs program
into fiscal 1976. The Committee on Government Operations, of which
I am a senior member should decide what action, it any, it intends to
take in terms of assistance to the States and localities which are in a
terrible fiscal crunch.
The mayor of the city of New York deeply feels that about the most
important thing we have to do here is with respect to emergency fiscal
aid to State and local governments, many of which are really'on the
brink, and a disaster such as that really would be a disaster of the first
magnitude.
Similarly, the Committee on Public Works and the Committee on
Banking, Housing and Urban Affairs will wish to make decisions
regarding accelerated public works and housing, respectively.
Mr. President, it seems infinitely better to me now to establish the
budget framework, being alert to the economic writing on the wall as I
have described it, rather than to make it contingent upon future investigations and ideas. Indeed, we turned down the drastic cut in the
overall budget figure presented by my colleague from New York,
Senator Buckley, precisely uipon thiat point.
Just by way of buttressing it, on page 19 of the committee report, the
Budget Committee stated:
Another reason the committee hesitated to expand temporary recovery prograins further at this time is the considerable skepticism that programs that are
designed to be temporary will in fact prove to be temporary. A temporary public
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employment program can become so popular that efforts to make it permanent
will attract overwhelming support.

Mr. President, they do attract overwhelming support, but for that
very reason we have built into this amendment the triggering mechanism, on and off, in order to certify that we mean what we say when
-we call this a temporary program.
CROWDING-OUT ARGUMENT

Mr. President, in the minute or two I have remaining, I shall speak
of the crowding-out argument and of the arugment that we cannot
support larger deficits. I would like to support very strongly, as I
am the ranking Senate member of the Joint Economic Committee,
what Senator Humphrey has said on that score, %ndI think it stood
up very well after the debate of yesterday.
The administration has recommended a limit of $60 billion for the
deficit. $60 billion is a big number-but it should not frighten us.
On a full employment basis, the $60 billion deficit for fiscal year
1976 translates into approximately $10 billion surplus; in other words,
the administration's proposed pattern of spending would bring the
budget into surplus as the economy neared full employment.
But the same can be said of the Senate Budget Comnittee's
proposed resolution which implies a deficit of $69.6 billion. The
Budget Committee report states that at full employment, expenditures
would still fall $2.7 billion below receipts; in other words, the Federal
Government would not run the danger of permanent deficits under"
this proposal.

Our amendment does not change that picture at all. Because the
$3.5 billion net cost of our amendment automatically phases
out as the economy approaches full employment, the full employment
budget surplus is unchanged from the Budget Committee resolution.
CAN FINANCE $75 BILLION DEFICIT

Another argument by the opponents of larger deficits is that increased demands on the credit by the Treasury will crowd out deserving private borrowers. This "crowding out" theory has many suporters 'and is strengthened by instances where long-term corporate
)orrowings have had to compete with substantial Treasury issues.
But again we must separate fact from unfounded fears. Let me put it
simply: coming from New York, I have very close contact with leaders
in the financial community; and not one has expressed doubt about
our ability to finance deficits of the magnitude implied by our amend-

ment. The most conservative figures I have heard indicate that a
$75 billion deficit would bring us close to the limit of what the markets
could absorb, and our amendment would keep the deficit below that
figure. The vast majority of persons I have spoken to directly, however, have complete confidence in our ability to take on substantially
larger deficits than that.
i'he technical reason for this confidence lies in the dynamics of the
credit markets, and in the conclusions to be drawn from projecting

levels of private borrowing against the probable sources of funds.
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Every such flow bf funds study I have read comes to the same confi
clusion: that the 'sharp reduction' in private demand for funds will'
open the way for vastly increased Treasury borrowing. This reductioit
is the result of the recession and also of the fact that firmsvWill require
far less money to finance their reduction inventories. I might add that
the studies on flows of funds in the credit markets include testimony
before the Joint Economic Committee by a recent Governor of the

..

,. Federal Reserve, and a recent speech by the Treasury's own flow

- of funds specialist, Dr. Sally Ronk.
Recent, publicized news stories about credit market difficulties do
not change my conclusions one bit. The conditions in those markets
are perfectly consistent with an orderly financing of large deficits,
providing that the Treasury debt management contains an equitable
division of long- and short-term borrowing. Money market managers
generally 9gree that recent credit market difficulties are the result of
an overloading of Iong term markets at a time when shorter term
borrowing could have been accomplished more easily.
1118K OF REIGNITING INFIrION

Finally, I want to answer the argument that budget deficits of this
magnitude run the risk of reigniting the fires of inflation. The inflation
argument usually looks to the fact that money supply growth rates
which would be'required to finance the deficit would add too much
fire to the inflationary forces.
I think it is going to be very hard to reignite inflationary forces
which are already sodden with cold water. A close look at our price
statistics indicates that virtually every sector of the economy is
experiencing considerable price weakenss, and when we consider the
discounts are not included in the cfficial price statistics, we must'
conclude that inflationary pressures are even damper than the figures

show.

The money supply growth rate associated with the Budget Committee resolution is approximately 10 percent, and because of the
magnitude of the overall budget, the net $3.5 billion in spending in
our amendment does not change this figure. When you consider that
the money supply has been growing at less than 4 percent for the past
year-February to February-a 10-percent growth rate simply pulls
the average up to a reasonable longer term path. I would be more
concerned if the Federal Reserve failed to follow this path and instead
lhewed to a lower money supply growth rate, consistent with such
lower levels of government spending. With inflation rates of 7 to 8
percent projected this year, a conservative Federal Reserve policy
would leave us with virtually no real money supply growth at all,
and would ensure that the country remained stuck in the recession for
years to come.
Mr. President, if there is enough economic stimulation so that
private demand materially increases and then public demand will
naturally recede.
But to fail to do what is needed in order to produce that stimulation
of private demand because of an illusion that that private demand is
already stimulated in 1975 would only cripple us in our efforts and
be a great mistake.
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in short, we are phasing into a better situation. But, in the meantime, people have to eat, and the unemployed have to be maintained,
and some public service jobs have to be provided, and cities and States
cannot be permitted to go broke.
DRAW LINE ON DEFICIT AMOUNT

Mr. President, those who oppose this amendment basically wish to
draw a line in terms of deficit. The sponsors of this amendment,
while adding only a modest increase to the deficit, and one which the
country can clearly withstand, seek to draw the line on unemployment, in the interest of reaching at least a great part of those who are
victim to the current recession.
For all those reasons, Mr. President, I strongly support the amendment offered by Senator Mondale.
Mr. BELLMON. Mr. President, I yield 3 minutes to the Senator from

Idaho.
Mr. MCCLURE. Mr. President, I thank the Senator for yieldinN
this time. As the Senator from Minnesota noted earlier, it is too bad
that on a matter such as this we have limited time. Three minutes
certainly is limited time.
I want to mention my opposition to this bill and to make a couple of
responses to the arguments for the amendment. One is that the proponents of the amendment suggest that there is a triggering device
tied to unemployment indexes that will prompt the Federal spending
in these areas. "This is a matter to which the Senator from New
Mexico (Mr. Domenici) and I have made reference in the processes
within the Budget Committee, because unemployment statistics are
a lagging indicator. At the time you need the stimulus, it is prior to the
time the unemployment rates have increased, and you stop the
stimulus before the response in the marketplace has reduced unemployment. Otherwise, the stimulus will extend beyond the time when
it has the optimum results within the economy.
So I think the triggering point in the amendment is wrong in itself.
It will guarantee that overlap and that crowding out which is a matter
of so much co-icern to so many people.
I wish to make reference to the testimony of Secretary Simon when
when lie was before our committee, because it bears on the question
of how we go about the stimulation and the proposal that is a portion
of this amendment, that we get into accelerated public works.
TIME LAO UNDER ACCELERATED SPENDING

A study of the Brookings Institution, which is a matter of recordif anybody wants to refer to it, it appears on page 1028 of the committee hearings-refers to the lag in the time in which the spending
under an accelerated public works project usually takes place. That
analysis was of the 1962 act, which indicated that the major spending
did not occur in 1962 or even in 1963, but that the major expenditures
occurred in 1964 and 1965.
If a similar experience were followed in this case, anything we do in
1975 would not reach an expenditure stage for stimulating the economy until 1977 and 1978. I hope that all of us are optimistic enough
to believe that that is too late to have a good effect upon the recovery
which we want so badly to see.
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I think, also, that because of that kind of time lag, it is difficult to
cut back on Federal expenditures that are built into Federal spending
programs. That is what we are doing here. That is what this amendment would do, increase Federal program expenditures which do n t
occur at this time, but will occur later on in the fiscal process, pro bably at a time when economic recovery is saying to us that public
spending should be cut back.
The PRESIDING OFFICER (Mr. Baker). The Senator's time has
expired.
Who yields time?
Mr. BELL'MON. I yield 3 minutes to the Senator from New Mexico.
Mr. Dom.NincI. I thank the Senator from Oklahoma, I wish to make
just two or three observations.
BETTER COORDINATION ON FISCAL DISCUSSIONS

First, 'Mr. President, although I do not think we want to approve
this amendment, and I shall state my reasons shortly, I wish to say
that I do agree with the distinguished Senator from Minnesota when
he spoke of better coordination between the Federal Reserve Board
and the Congress of the United States on fiscal decisions. I think it
becomes imperative, if we are going to have the kind of Budget
Committee in Congress that is going to set long-term economic policy
and the impact of expenditures on that, I think it is inevitable that,
either through better cooperation or some change in the relationship,
there be better timing between what we do and what the Federal
Reserve Board does. Just as a general statement, I agree with that.
On the other hand, I hope that no one is misled with reference to the
additional money being spent here. There are two things inherently
dangerous about that. First of all, they would load us to believe that
it is not adding as much to the outlays as it really states, because they
are assuming we are going to collect some taxes that we are really not
going to collect. I think we ought to look at the actual taxes they are
talking about and not consider that figure to be $2 or $3 million less.
I do not think that can be relied upon, and I do not think we ought to
be preparing a budget based on that kind of assumption.
Second, while I commend the distinguished senior Senator from
Minnesota for wanting to include in the plan stimulators that will
turn off and on depending upon economic conditions, as a matter of
fact, there is no way within the Budget Reform Act that we can qualify
this expenditure in this particular resolution in the manner they have
done it. They are saying that we are adding $9 billion; if these things
happen, let us use it. That would be a matter for substantive legislation, as I understand it, not a matter for qualifying an add-on on to
the potential outlets.
ADD-ONS BELIEVED DANGEROUS

I further believe that it is extremely dangerous, when we have
already added significant numbers of billions of dollars to the budget
that are going to produce jobs and stimulate both the private sector
and the public sector as it relates to jobs, to come along and try to
qualify further the injection of an additional $9 billion.
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I think if there were some kind of authorizing legislation that put
this sort of reserve out there, sort of as a cupboard of resources to be
used by a stabilizing board under very precise conditions, then I
think it would have far more merit and be far more advantageous
in these dangerous times than to add it to the budget ceiling. But,
on the other breast, they say, we are not adding it onto the budget
ceiling; we are saying it, will'only go into effect, and then the "if" is
if there is a set of facts that are sure to be here.
So instead of saying it is only a qualifying addition, it appears to
me it is as certainly a $9 billion addition as it would be if we put it in.
There is nothing in the law that permits it and the triggering meclhanisms that are referred to are the same kind of triggering mecianisms
that are on the other poverty programs and job programs in place,
and we will, indeed, be permitted to spend the entire $9 billion.
I thank the Senator from Oklahoma for the 3 minutes.
Mr. MONDALE. I yield 10 minutes to the Senator from Texas.
Mr. BENTSEN. I thank the distinguished Senator.
Mr. President, I wish to lend my support to the amendment by
the Senator from Minnesota. The issue before the Senate is not just
the cold question of expected revenues and projected outlays. The
issue before the Senate is jobs. When we vote on this amendment, we
will not be voting for or against deficits nearly so much as we will
be voting for or against jobs.
The best way to balance the budget is to turn this economy around
and get it moving again. The principal cause of the current budget
deficit is a major loss of tax revenues because people are off payrolls.
LOSS OF TAX RECEWITS

Even with the fiscal program recommended by the Budget Conimittee, unemployment is expected to average about 8 percent in
fiscal 1976. This means that we will be losing around $60 billion in
tax receipts due to lower personal incomes and corporate profits.
It also means extra ex.penditures of $15 billion on unemployment
compensation and other programs. If the unemployment rate could
be brought down to 4 percent for fiscal 1976, the budget deficit would
disappear.
Unfortunately, our economy is now in such a state of decline it
will not be possible to bring unemployment to 4 percent over this
next year.
But just because we cannot reduce it to 4 percent, I see no reason
to accept projections by the administration of joblessness continuing
for rears at totally unacceptable levels.
This is the same administration that delayed efforts to come to grips
with
our economic
problems for
5 crucial
last year-refusing
an economic
stimulus
andmonths
proposing,
instead, a tax
to recommend
increase-denying we were in a recession-denying that unemployment would go as high as 7 percent.
Well, unemployment 'today has risen to 8.7 percent and it will
probably go higher. It is adding $75 billion to our budget deficit
and we cannot afford anything less than an all-out war against it.
Unemployment in New York City is higher than it has been in
three decades. The increase in unemployment has cost more than
100,000 citizens in my State their jobs over the past year. In some
areas of my State, unemployment is as high as 15 percent.
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LOSE SItOT OF HUMANISTIC ELEMENTS

.

But, Mr. President, these are numbers and, sometimes, we become
so involved in the percentages and statistics of unemployment that
we lose sight of what it means in human terms-in terms of the pride
of a father who goes out day after day looking for work and returning
to his family with nothing-in terms of the family with sickness and
no income to pay the hospital bills-in terms of the unemployed
woman who is the head of a household but whose presence in "the
work force is too often used by this administration as an excuse for•
high unemployment rates-in terms of the high school and now college
graduates who are out looking for their first jobs and being told they
are not needed.
Mr. President, I believe we must give particular consideration to
the problems of our youth. Even college graduates who have traditionally found it the'easiest to obtain employment have bleak prospects today.
Without a responsible fiscal stimulus, millions of college graduates,
many with advanced degrees, will enter the labor market during the
next few years and be unable to locate a job or be forced to accept
unchallenging work for which they are overqualified. We simply cannot neglect the economic needs of these young persons. With prospects
for slow recovery from the recession, the late 1970's could bring a
situation for all college graduates similar to the situation currently
faced by elementary school teachers and by engineers a few years
back. This bleak prospect can be avoided with sound economic
management.
DISCOURAGED WORK FORCE POOL

Without a responsible fiscal stimulus, women, blacks and young
persons will continue to be particularly hard hit by recession. They
will form a large pool of discouraged work-force dropouts who are not
measured by unemployment rates.
Mr. President, we hear a great deal about expenditures for welfare
and the unwillingness of some Americans to work. Well, today there
are millions of Americans who want to work and are being told that
this country has nothing useful for them to do. I do not believe there
is anything sadder than a man or woman bcing told that society does
not need what they have to contribute. Nor is there any more persuasive evidence of the failure of an economic policy.
Mr. President, Congress must act to reverse this failure.
I do not believe White House assurances that we are doing
thing that can be done to end this recession any more than I believed
the President's assurance last November that his WIN program was a
"good, sound economic game plan".
The additional public service jobs, emergency fiscal aid for State
and local government and quick-impact public works projects which
could be funded under this amendment would put people back to
work, restore their purchasing power, and provide a market for our
Nation's production.
This additional authority could fund as many as 1 million jobs and.
it would bring the budget resolution in line with the Joint Economic
Committee's recommendation on budget strategy. That strategy calls
for reducing the unemployment rate to no higher than 7 percent by
the end of 1976-which is still too high.
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Mr. President, no one takes pleasure in voting for a deficit of any
size, but when Congress adopted the Budget Reform Act, we accepted
this burden of voting on the appropriate level of surplus or deficit. I
offered an amendment to the original budget bill to require that we
:make this determination early in Congress, when it could be done on
the basis of what was sound economic policy. This requirement was
ultimately adopted. At the same time, none of us expected that
administration policies would produce a recession which would require
us to vote on a deficit of this size. It will not be a politically popular
vote but that vote should still be based on economic conditions-not
political considerations.
Economic conditions require a substantial deficit this year so that
we can bring about the economic growth and higher emplo3ment levels
necessary to balance the budget in future years. The deficit will be
narrowing by $15 billion or more for each percentage point unemployment is reduced. If we want to see the deficit go down, then the 1976
budget must provide for the antirecession programs which will support
the economy and initiate a vigorous recovery. Bringing unemployment
down slowly is no way to bring about a long term budget balance. It
just, delays the day when it will be in balance.
And, Mr. President, we can provide this extra stimulus without
rekindling inflation or crowding private borrowing out of the credit
markets.
SIXTH QUARTERLY DECLINE

There is considerable slack in the economy now. Plant utilization
fell to 68 percent in the first quarter of 1975 from 75 1!rcent in the
fourth quarter of 1974. This was the sixth straight quarterly decline.
Additional economic stimulus will be reflected in higher output,
increased jobs, greater productivity, not higher prices.
We have not even turned the comer on this recession. The Commerce Department's index of "leading indicators" declined 0.5 percent
from February to March. This was the seventh decline in the last 8
months. An administration spokesman conceded that the decline of
the index was "consistent with other evidence that the economy did
continue to ease downward and probably will continue to ease downward until about midyear.
The financial markets are not being overwhelmed by demand for
credit. A survey of 13 bankers indicates that a $70 to $80 billion
deficit can be a(lequately financed with little or no injury to private
borrowers. Consumer and business credit demand is down sharply.
Crowding out of private borrowing by Treasury borrowing would only
be a possibility if the Federal Reserve adopts an overly restrictive
monetary policy.
NEED FOR NATIONAL COMMITMENT

Mr. President, I am not unmindful of the damages of inflation.
While we must have a national commitment to full employment, it
must be a commitment to noninflationary full employment. I believe
we can have noninflationary full employment if we use this period to
undertake some of the reforms in government and the private sector
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necessary to make our economy more efficient. But the first step in
fighting both inflation and unemployment is to make fuller use of our
resources. The adoption of this amendment would allow fuller utilization of our resources. I urge its passage.
Mr. MONDALE. I thank the Senator from Texas for a most, effective
statement. I think particularly his insights on the reactions of the
business community are valuable. After having had a long and
successful career in business as well as public life, he knows how
business leaders think, how they determine upon investments, and
he knows the role the Government has in matters of fiscal and monetary policy in stimulating the economy, because investors who invest
do so in tYe expectation of a market.
That is very central to this whole effort to develop an effective
program to work our way out of this recession.
ASSURANCE OF BANKERS ON DEFICIT

Mr. BENTSEN. I thank the distinguished Senator. I was concerned
at first whether we could finance a $70 billion or $75 billion deficit,
but a group of 13 bankers assured us we could manage it., because
business borrowing is substantially down, and will continue to remain
down while businessmen wait out the recession to see what is going to
hal)jen.
hMr. JAVITS. Mr. President, will the Senator yield? I would like to
have the attention of the Senator from Texas.
The PRESIDING OFFICER. The time of the Senator from Texas has
expired.
Mr. MIONIDALE. I yield the Senator from New York such time as he
may require.
Mr. JAVITS. I thank the Senator. It occurred to me that if the
Senator from Texas was speaking with his own business experience
in mind, it is not too farfetched, in that the experience of any company,
that is losing money, in that year to charge off everything it can and
really get itself ready to go. TI hat happens time and again in business.
Is that not really What the Senator from Texas is arguing in business
terms here?
Mr. BENTSEN. I think that is a good summation of some of the
comments I have made in that regard.
Mr. JAVITS. I thank the Senator.
The PRESIDING OFFICER. Who yields time?
Mr. MONDALE. Mr. President, the Senator from Arkansas has
asked for 10 minutes. I will be heppy to yield him that time.
The PRESIDING OFFICER. The Chair would advise the Senator from
that he has 7 minutes remaining. How much time does the
Minnesota
Senator
yield?
Mr. ~MONDALE.
I yield all I have.
The PRESIDING OFFICER. The Senator from Arkansas is recognized
for the 7 minutes remaining to the Senator from Minnesota.
Mr. MONDALE. Perhaps the floor manager can yield some more.
Mr. MCCLELLAN. Seven minutes? All right, Mr. President, I will
take whatever time I can get.
I have been occupied in the Appropriations Committee, and have
not had an opportunity to be on the floor, to hear and participate in
the debate that has been in progress on this bill, but I do want to make
a brief statement, at least, for the Record.
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UNREASONABLE,

IMPIACTICAL, UNOBTAINABLE

Yesterday I voted against the amendment of the distinguished
Senator from New York, whose amendment would have reduced the
ceiling recommended by the Budget Committee by some $34 billion.
I regarded that as unreasonable, impractical, and unattainable;
therefore, I opposed it.
I voted for the amendment of the distinguished Senator from
Kansas (Mr. Dole) because I thought that goal was attainable, and
I felt that we should undertake to hold this ceiling down, because,
Mr. President, the very concept of budget control by Congress was to
reduce expenditures, not to increase them. That was the prime objective and the motivating reason, I think, for the enactment of the
Budget Control Act.
I realize we have a difficult situation. And this is not a complaint
I am making at this time, because this is actually a trial run of the
Budget Committee, so to speak. We are undertaking, as I understand
it, to get experience with this committee and how it will function.
But, Mr. President, I think if we are to attain the purpose of this
law, to get the budget under control, we shall have to make a greater
effort in establishing a lower ceiling and holding down expenditures
than we are making today. So I shall vote against the amendment of
the distinguished Senator from Minnesota. The ceiling the Budget
Committee has recommended certainly should not be raised to a'higher
level.
Mr. President, as most of my colleagues are aware, I was not an
overenthusiastic supporter of the new Budget Control Act, although
voting for its passage, and while I voted for its passage I expressed my
reservations about it. I still doubt whether many of the cumbersome
mechanisms in the act will be able to achieve the results that were
contemplated by the enactment of the law.
SOME FEATURES IN RIGHT DIRECTION

Nevertheless, the resolution and its accompanying report by the
Senator from Maine does have some positive features which move in
the right direction.
First, the attempt to analyze the budget in reference to the Nation's
macroeconomic setting is very useful. For too long, the Congress,
and I must include the Committees on Appropriations, has been
passing on the budget one piece at a time. By looking at the budget in
inacroterms as a whole and then relating it to economic indicators of
employment, inflation, and gross national product, it may be possible
for the Congress to work closer toward a budget which best meets the
existing economic situation in a given year. This, the first report of
the Budget Committee provides some of the information necessary
to move in that direction.

I was also pleased that the text of Senate Concurrent Resolution 32
did not attempt to break down spending by function this first year of
its operation. This was a wise decision given the newness of the Budget
ýCommittee and the deadlines it is required to meet.
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SUPPORTS DIFFICULT CHOICE NOW PENDING

Finally, I would like to give my support to Budget Committee
report language citing the difficult choices now pending before the
Congress. Page 6 of the report states:
•

The politically easy decisions which Congress must make this year are behind it.
The tax cuts, which had virtually unanimous support from citizens, economists
.and policymakers, have been made. The difficult work remains-the Job of sorting
through programs, one by one, choosing those that are essential in this recession
year and putting aside those that can wait, no matter how popular they may be.

As chairman of the Defense Subcommittee of the Committee on
Appropriations, I am, of course, particularly interested in the Budget
Committee's recommendation for the national defense function.
The fiscal year 1976 budget request which the Defense Subcommittee will consider for fiscal year 1976 is $97.8 billion in new budget
authority. After careful consideration of all the factors involved in the
required March 15 report to the Budget Committee, the subcommittee recommended a target ceiling of $92.8 billion in budget authority, a reduction of $5 billion below the budget request. it was the
judgment of the subcommittee that this reduction was the absolute
maximum that could be made in defense spending consistent with
present national security requirements and the prevailing atmosphere
of international tensions. Some subcommittee members were convinced that this reduction was too great. Those members may prove
to be right. Anyway, no member thought it could be further reduced.
Nevertheless, in its report, the Budget Committee has further
reduced national defense budget authority by $1.5 billion over the
amount of the cut recommended by the subcommittee.
This further reduction in defense spending may well be hazardous
and could prove to be adverse to our national security. The burden of
reordered priorities and reduced spending should be borne more
equitably by all sectors of the budget and not by national defense
alone.
CRITICISM , ATTACK ON DEFENSE SPENDING

.•

It should be noted that in recent years, the defense appropriations
requests and expenditures have been the subject of criticism and
attack. But, quite contrary to the charges made, the Defense budget
is not consuming an ever-increasing proportion of Government
spending to the detriment or neglect of human resources programs.
'The truth is defense spending has borne a disproportionate share of
reductions made by Congress in total appropriations over the past 3
fiscal years.
The truth is, budget outlays for national defense functions have
shrunk from 41.5 percent of the total Federal budget outlays in fiscal
year 1966 to only 26.9 percent requested in the budget for fiscal year
1976. Since fiscal year 1966, the cost of the Federal Government has
gone up $214.7 billion-from $134.7 billion to $349.4 billion estimated
for fiscal year 1976 in the President's budget. Of that total increase,
only $38.2 billion-or 17.8 percent of that $214.7 billion increase is
attributable to national defense spending. The remaining 82.2 percent,
or $176.5 billion, is attributable to nonmilitary functions and services,
such as human resources and general government.
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DtftNSE, FOREIGN SPENDING ONLY CUTS

During the last 3 years, the Congress has cut the administration's
budgets by a total of $17.6 billion in regular appropriations bills.
Through the continued reassessment of the nature and scope of our
overseas commitments, $13.7 billion or 78.1 percent of this amount,
from the Defense budget, while only $3.9 billion or 21.9 percent of
the total was cut from regular appropriations bills for other Government agencies and departments.
Mr. President, there is only one other agency that took a cut during
that time, and that was in the foreign spending appropriation bill.
It took a cut of $5 billion, but increases for other agencies absorbed
some of that.
Therefore, Mr. President, our reductions in the past 3 years of
Federal spending, all of it, has come from the Defense Department
and foreign spending.
Mr. President, we never are going to balance the budget unless we
cut in some other areas as well as in Defense.
Another thing, Mr. President, with conditions as they are in the
world today, we can make a tragic, a fatal mistake if we do not
continue to maintain a military posture that will serve in some measure
at least as a deterrent. Our prestige in the world today is already
impaired, it is charged-and I agree that it is to some extent-by
reason of the stupendous blunders and mistakes we have made in the
recent past.
May I say, Mr. President, that if we do not keep America equal in
military power to any other nation in the world, we may very well
make a mistake that will be tragic and irreversible.
The PRESIDING OFFICER. Who yields time?
Mr. BELLMON. Mr. President, I yield myself 5 minutes.
Mr. President, I join our distinguished chairman, Senator Muskie,
in opposition to the Mondale amendment. While I salute the Senator
from Minnesota's intention and while I appreciate his genuine concern
about the current high rate of unemployment, I feel that he is taking
the wrong road in trying to bring about permanent improvement.
Every Member of the Senate also shares this concern, for I doubt
that any thinking person desires for any able-bodied American to be
out of work when he really wants a job.
OVERHEAD ECONOMY CAUSED UNEMPLOYMENT

I would like to remind the Senator from Minnesota how these
millions of Americans became unemployed. Only 1 year ago our
economy in this country was overheated. There were shortages of
many different types of materials, prices soared interest rates climbed,
consumers began to turn their backs and refuse to buy new automobiles, new houses, new appliances, inventories built up, workers
began to be laid off, plants closed and the result of it is we now have
unemployment pushing at the 9-percent level.
This was the result of the inflation-recession cycle which has plagued
our econo~ny for'many, many years.
So' the problem the Budget Committee dealt with was how to bring
about an economic recovery without rekindling runaway inflation,
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only. 12 months ago, that is basically responsible for the recession
causing unemployment today.
Now, it may be true that by adding the extra billions of spending
that Senator Mondale recommends we could restimulate the economy
more rapidly. If we doubled the Senator's recommendations, perhaps
more jobs could be provided and the economy improved more quickly.
But the action of the Budget Committee which was taken after many
months of consideration is a result of weeks of deliberations an'l
representses the level considered to bring about an early end to the
recession without reestablishing the boom-bust cycle that is causing
our present difficulties.
I could cite, ac Senator Mondale has done, many different economists who agree -ith my position, but I am going to refrain from quotin any of these out of respect to the economists.
I have become convinced over the last several months that an
economist can be found to support virtually any preconceived position
that a politician may wish to take.
SUPPORT FOR ILLUMINATION

I am also convinced many politicians use economists the same way
drunks use lampposts, more for support than illumination. We take our
position and then we go find an economist that agrees with us and I
am not sure any of these experts have any real hard facts to back up
the position they take.
I would like to cite for the benefit of the Senate an editorial published
on the 25th of April in the Wall Street Journal. I will put the entire
editorial in the, Record, but I would like to read just two paragraphs:
There must be a political consensus to not repeat the mistakes of 1972, when
overstimulation during recovery-masked at that time by price controls-led to
double-digit inflation and severe economic dislocation.

That is the danger now that we bring today, overstimulation, and
get right back in the inflationary spiral we were in a year ago.
Also the recommendation is:
And it will steer the nation towards a slower, more sustainable rate of real eco.
nomic growth and away from the boom-bust cycles that have become so disruptive
of orderly planning by government and industry.

Mr. President, I ask unanimous consent that the editorial be
printed at this point in the Record.
There being no objection, the editorial was ordered to be printed in
<

the Record, as follows:
[Editorial From the Wall Street Journal, Apr. 25, 19751
THINKING ABOUT RECOVERY

Since inflation has been central to the nation's economic problems, the slowed
rise in the Consumer Price Index in March is excellent news. But only a cockeyed
optimist would argue that conditigns have yet been established for a return to
steady economic growth at relatively stable prices.
Reaching that vital objective will become more difficult when business inventories have been worked down and a recovery in production begins. Business
credit demand, which has been fiat, will perk up at the same time the federal
government will still be borrowing heavily to finance its deficit. There will be the
danger of what some of us have chosen to call "crowding out," meaning that

government borrowing will pre-empt funds needed by business.
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Because of the prospective difficulties it is necessary for policy makers in Congress, the administration and the Federal Reserve to aree now on some priorities.
And the specific goal that should have the highest priority of all is to avoid another'
,outbreak of inflation, which, next time, may be thoroughly ruinous to the economy.
That goal sounds simple, but in political terms it is not. The only way to avoid
another inflation outbreak is for the Fed to exercise as much restraint as possible
in expansion of the money supply. There must be a political consensus to not
repeat the mistakes of 1972, when overstimulation during recovery-masked at
that time by price controls-led to double-digit inflation and severe economic
deflation.
We do not underrate the uncertainties ahead. It is difficult to foretell the economic impact of the tax cuts that finally emerged from the congressional sausage
grinder. To a large degree they turned out to be another welfare plan rather than
an incentive to production. It also is hard to forecast the likely impact of enormous federal borrowing except to guess that it will raise serious danagers.
But since there will be risk under any circumstances, the lesser risk will be a
slowing of recovery rather than allowing another inflation outbreak. There are
many signs that even in as steep a drop as we have recently experienced, our social
programs do in fact cushion the hardships of unemployment. Total personal in-come,for example, has crept up somewhat despite a fall in wages and salaries paid.
Now that an upturn seems to be starting, we can well afford to rely on these
cushions a while longer in order to curb the opposite menance of inflation.
By the time full capacity employment is reached, it is too late to start fighting
inflation. In recent months critics of Federal Reserve policy have seized on the
slow growth of M-l, checking account deposits and currency in the hands of the
l)ublic. But this slowness has resulted almost wholly from a drop in velocity, the
rate at which the public turns over the funds the Fed supplies.
The monetary base, the measure of how much high-powered money the Fed
is in fact supplying, is on the same 7.8% growth path it has followed since January
of 1972. This means that once recovery startM and public confidence revives, a rise
in velocity can cause inflation even if the Fed shut down its open market desk and
supplied no further funds.
These observations suggest only one policy. The nation must deny itself the
dubious luxury of another all-out boom of the type that occurred in 1972. It must
strive for a political consensus on holding down the Federal deficit, so as to reduce
the pressure for excessive money creation.
Monetary restraint will not only suppress inflation but will also have other
positive effects. It will strengthen the dollar, which has been slipping badly in
international markets. This will reduce the real cost of imports and attract foreign
investment to ease the nation's credit problems. And it will steer the nation
towards a slower, wrore sustainable rate of real economic growth and away from
the boom-bust cycles that have become so disruptive of orderly planning by
government and industry.
Restraint is not popular with politicians, particularly the kind who inhabit
Congress these days. But very popular indeed with 212 million Americans is a
government that can protect them against the depredations of inflation. 1ou
can't have the latter without the former. Whether that simple rule is observed will

determine whether the coming recovery is a wholesome one or a prelude to a new

disaster.

Mr. BELLMIon. Also there is another issue of the Wall Street Journal,
the 28th of April. There is a story, entitled "Rush of Offerings Before
Treasury Sale is Termed Credit Panic by One Dealer."
This story deals with the problem ot crowding-out which has been
(ealt with by many who spoke here today, including the distinguished
Senator from Minnesota (Mr. Humphrey).
This is what the story has to say:.
"The credit panic is on!"
Thus did one bond dealer in New York attempt to explain a sudden flood of
private borrowing proposals immediately before the Treasury is to begin raising
up) to about $6.3 billion. Nine corporations and a Canadian province announced
1)ans Friday to offer new debt obligations totaling more than $1billion.

Government issues are highly competitive with these bonds.
Down further in the story it says:
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Some companies and other private borrowers already have experienced difficulty
-competing for investment dollars against the Treasury, which has raised a staggering $25 billion so far this year. More undoubtedly are concerned about being
"crowded out" in the future as the department continues to seek an estimated
$40 billion or so every six months through 1976.

Further down, the story says:
•,

The Treasury's enormous cash demand pushing these nervous private borrowers
into the market the rebounding economy also is frightening them for fear that
renewed inflation will make interest rates go even higher in the future.

Mr. President, I ask unanimous consent that the article be printed
in the Record.

There being no objection, the article was ordered to be printed in

the Record, as follows:
[From the Wall Street Journal, Apr. 28, 19751

RUSH oF OPPERIN(is BErowE TItEAsULIY

SALE,

Is TERMED "CREDIT PANIC" BY

ONE DEALER

"The credit panic is on!"
Thus did one bond dealer in New York attempt to explain a sudden flood of
private borrowing proposals immediately before the Treasury is to begin raising
ui) to about $6.3 billion. Nine corporations and a Canadian province announced
p ans Friday to offer new debt obligationl8 totaling more than $1 billion.
Most of the 10 prospective offerings are scheduled for next month. Among the
major sales listed are $250 million by Shell Oil Co., $200 million by Caterpillar
Tractor Co. and $150 million each by Aluminum Corp. of America and NPCR

Corp.

That wave of private financings was unexpected because of the Treasury's
pending sale designed to refund about $3.8 billion of old notes maturing May 15
and to raise up to about $2.5 billion of new cash. The department is expected to
.et, the terms of its new replacement issues later this week.
Public investors hold about $1.6 billion of 5%% notes and about $2.2 billion

.4f 6% notes, the two series expiring in May. They can elect either to turn in their
notes for cash or to swap them for the new replacement issues.
Uppermnost in the minds of mniny investors is whether new long-term bonds
will be included in the pending offer. Lengthy government issues are highly
competitive with bond,.
"My own guess is that the Treasury will sell long bonds, paying interest at
perhaps 8% or even 8s%," one dealer remarked. "I believe that up to about
$500 million could be absorlhed rather comfortably, but more than that would
have a damaging effect on prices in the corporate market."
Some companies and other )rivate borrowers already have experienced difficulty
competing for investment dollars against the Treasury, which has raised a staggering $25 billion so far this year. More undoubtedly are concerned about being
"crowded out" in the future as the department continues to seek an estimated
$4(0 billion or so everv six months through 1976.
Moreover, recent signs of a business recovery suggest that the borrowing struggle
I.IIs,!
" become even more int.ense.
"The rash of financing announcements probably marked the beginning of a
heavy buildup in corl)orate bond volume in the months ahead," one Wall Street
economist predicted. "Not only is the Treasury's enormous cash demand pushing
those nervous private borrowers into the market, but the rebounding economy
alsa is frightening them into stockpiling funds for fear that renewed inflation will
-will make interest rates go even higher in the future."
Mr. BELLMION. MIr. President, there obviously can be different

opinions here, but these peol)le who deal in bonds are obviously much
more familiar with what is happening in the market than those of us
in the Senate.
When they sa-y that crowding out has already begun to happen, I
believe there is legitimate concern, as the Budget Committee felt,

that if we run up a- deficit that is so high there is no money available

for the private sector, that we begin to defeat our purpose.
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That is the reason I oppose the Mondale amendment; as worthy as
his objectives are, I believe that the way he is going about to achieve
them will produce a negative result that will cause more problems than
the more moderate approach taken by the Budget Committee.
BUDGET COMMITTEE PROVIDED INFORMATION

Mr. President, yesterday I made the point along with several of my
colleagues that we must begin to set priorities and allocate our limiteal
resources. I would reiterate that point today. We cannot continue, as
Senator Mondale would have us do, to spend with little or no regard
for revenues. The Budget Committee resolution incorporates a tremendous amount of information provided the committee regarding a
proper spending level.
In reaching our recommended spending level we gave due consideration to both the needs of our economy and the ability of the
capital markets to supply the required funds. Senator Mondale
now argues that we should increase spending beyond this level in
an effort to further stimulate the economy. The Budget Committee's
resolution provides substantial stimulus to the econoiny already. To
increase this is to significantly increase the risk of reigniting inflation
and of thereby choking off the recovery.
The PRESIDING OFFICER. The Senator's time has expired.
Mr. BELLMON. I yield an additional 2 minutes.
It is virtually a consensus opinion of economists that this recesion
was caused by inflation. If we were to accept the amendment now
before us, we would signal to the American people that we have
learned nothing from our most recent bout with inflation and unemployment; that we are determined to spend beyond the demonstrated
capacity of our capital markets to absorb these deficits; and that we
are willing to risk the consequences of either higher interest rates
with resulting recession or much greater money supply expansion with
resulting inflation, either of which would be damaging.
AUTOMATIC STABILIZERS FOR RECOVERY

The budget as recommended by the Budget Committee contains
almost $22 billion of direct stimuus to the economy in the form of
automatic stabilizers and programs designed to hasten the recovery.
This does not include the stimulus from the recently enacted tax cut,
which is also monumental. It is the considered judgment of the Budget
Committee that this is what we can responsibly recommend and
that to do more fould be excessive.
We are seeing some signs that the economy is beginning to turn
around, and inflation is continuing to recede. If we must run a risk
over the next few months, it would be much wiser to risk a slightly
slower but more sound recovery than to run the risk of touching off
another wild inflation. If that happens Congress will soon again face
the problems that escalating cost-of-living increases cause for the poor
and the elderly.
We must use restraint in solving our economic problems. We have
seen that excessive spending solves nothing-rather it creates more and
worse problems. Senator Mondale's proposal is excessive and must be
rejected for that reBSon.
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I have before me a list of the temporary programs that are in this
Budget Committee recommendation and I ask unanimous consent it
be included in the Record at this point.
There being no objection, the list was ordered to be printed in the
Record, as follows:
Economic stimulus in Senate Budget Committee recommendations
[Fiscal year 1976 outlays in billion]
1. Temporary recovery programs:
Emergency Employment Appropriation Act -------------------Temporary public service jobs ---------------------------------Housing recovery assistance --------------------------------2.
3.
4.
5.
6.

Subtotal ---------------------------------------------Released highway funds -------------------------------------Released Hill-Burton funds ----------------------------------Released clean water funds -----------------------------------Natural resources, environment and energy (EPA, coastal zone, etc.)...
D.C. Metro ----------------------------------------------Subtotal. -- -----------------------

7. Automatic stabilizers (unemployment compensation, food stamps, etc.)8. Tax Reduction Act:
July-December 1975 -------------------------------------Possible extension: January-June 1976 ------------------------Total potential stimulus (fiscal year 1976) ------------------April to July 1975 impact:
Social security rebates ------------------------------------------Tax Reduction Act, fiscal year 1975 impact----------------------Total potential stimulus (April 1975-June 1976) ----------------

$3. 7
0. 6
0. 2
4. 5
1.0
0. 1
0. 1
0. 6
0. 2
6.

5

15. 2
10. 1
4. 4
36. 2
1.9
10. 8
48. 9

Mr. BELLMON. The total is $48.9 billion.
The PRESIDING OFFICER. The Senator's additional 2 minutes have
expred.
.,dr. BELLMON. Mr. President, I now yield 3 minutes to Senator

Tunney.

The PRESIDING OFFICER. The Senator has 2 minutes remaining.

Mr. BELLMON. I yield 2 minutes to Senator Tunney.

The PRESIDING OFFICER. The Chair recognizes the Senator from

California.

Mr. TUNNEY. Mr. President, I want to thank my distinguished

colleague for yielding time to me.

AVOID ROOM-AND-BtST CYCLES

Mr. President, I oppose the amendment to Senate Concurrent
Resolution 32 offered by the Senator from Minnesota (Mr. Mondale).
As we shape the economic future of this country, we must recognize
no higher priority than avoiding the boom-and-bust cycles, which produce huge deficits, followed by rigid wage and price controls, followed
by excessive fiscal austerity, followed by huge deficits.
It seems to me there is no better way to point up the free enterprise
system in this country than by just that, and with the economies of
the entire industrial world acting in parallel, as they have in the past
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3 or 4 years, where we had inflation in the late 1960's and early 1970's.
then we had the Government applying restrictive fiscal and monetary
policies and the country's economies went into a recession, and thep
began going expansionist, such as we have, we could have a ver great
danger of seeing another major inflation, which would then of course
produce additional fiscal constraints, monetary constraints, which
may very well lead to the Federal Government in this country taking
over the entire economy.
The PRESIDING OFFICER. The time of the Senator has expired.
Mr. MUSKIE. Mr. President, I yield 1 minute to the Senator.
Mr. TUNNEY. Mr. President, we must identify and support a fiscal
strategy which will permanently return both full employment and
price stability. We must find and implement a policy mix which will
produce a high but sustainable rate of economic growth for the years
ahead. I believe that the Senate Budget Committee has pointed the
way toward these goals.
This new but very diligent committee has labored many months
on a thorough examination of fiscal policy and priorities. It. offers
today a 1976 fiscal year budget recommendation providing for total
outlays of $365 billion and for a deficit of $67.2 billion. The deficit
is not the result of profligate Government spending programs. It does
not grow out of new social initiatives. To the contrary, every penny
of the suggested deficit is the result of the massive recession which
descended on this Nation in the last three quarters. In fact, if the
economy were operating at a full employment level of production,
the Federal budget would actually show a small but significant
surplus.
RECOGNIZES URGENCY FOR ECONOMIC STIMULATION

Mr. President, I yield to no one in my concern for the more than 8
million Americans who cannot find jobs. I support the Senate Budget
Committee's resolution precisely because it recognizes the 'urgency
of economic stimulation and the imperative of direct job creation for
the unemployed. The budget presented by the committee provides
economic stimulation totaling $17 billion more than the amount
suggested by President Ford when he presented his budget on.
February 3, 1975. The committee budget provides more than six
times the amount of funds recommended by the Presidenf for direct
job creation. Thus, the committee budget is carefully sculpted to
stimulate substantial progress toward both increasing employment
opportunity and price stability for many years ahead.
Unfortunately, the amendment of the Senator from Minnesota (Mr.
Mondale) would add several billions to the deficit prol)osed by the
Budget Committee. While this amendment calls for $2.5 billion in
additional revenues from tax reform, the sad history of the tax reform
movement suggests that such revenues are unlikely to be forthcoming
in the very near future. Furthermore, the additional savings in the
form of increased tax revenues and reduced unemployment compensation suggested by the Senator from Minnesota may well be.partially
delayed beyond the period covered by the 1976 fiscal year budget.
Thus, there is considerable danger that the Senator's amendment could
add more than $6 billion to the $67.2 billion deficit proposed by the
committee. Even if the outlay ceiling were increased by the $9 billion
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proposed in the amendment, there is no assurance that the additional
monies would be used to stimulate new job creation. We have just a-s
much reason to hope and work for a reduction in unnecessary military
expenditures as for an increase in total outlays as a means of providingopportunities. I for one intend to work toward precisely this conclusion.
NO ONE CAN FORESEE FUTURE

_

Mr. President, no one can foresee the future with perfect certainty.
The budget reform procedure enacted in the lust Congress recognizes
this and requires Congress to take a second look at the budget later
this year. At that time we may find that economic conditions havechanged. The stimulus thus far provided may be too great or it may
be insufficient. In either case, we will have ample opportunity for a
midcourse correction, if any is needed, later this year.
Mr. President, when we enacted the Congressional Budget and
Impoundment Control Act of 1974 we told the American people that
Congress had the resolve to put the fiscal affairs of this Nation in
order. Today we have the first opportunity to show we are indeed
serious about meeting this heavy responsibility. I am very pleased to
have the opportunity to stand with my distingusihed colleague, the
senior Senator from California, a.nd the other very conscientious
members of the Budget Committee in support of Senate Concurrent
Resolution 32.
I think the Budget Committee has done an outstanding job with
its hearings identifying the problems, working as best it caim with the
facts that are available to establish a, budget ceiling for this Congress
within which we can live, and which is going to provide jobs and not
produce runaway inflation. This is the first time that the Budget
Committee has had the opportunity to work and I do not want to see
us destroy our child before it has really had a chance to develop and
mature.
Mr. MUSKIE. I thank the distinguished Senator from California
for those words of support. I yield 3 minutes to the distinguished
Senator from Kentucky.
Mr. FORD. I thank thie distinguished Senator from XMaine.
Mr. President, as an ex-Governor who has felt the trauma and
frustration incumbent upon anyone who must prepare a budget, I
think I understand the deep feelings of the members of the Budget
Committee-those in the majority and those in the minority.
First let me say that I do not quarrel with the basic program
elements outlined in Senator Mondale's amendment, but I do have

reservations that I think are of utmost importance, not only to the
success or failure of the Senate's new budget process, but also to the
economic climate of our Nation.
DEVELOP VIABLE WORKING MEASURE

It is extremely important to the Nation, not only this year, but
more importantly, in the future, that the Budget Reform Act of 1975
become a working reality not just in terms of specific, but in terms of
developing a viable working institution that can, in the years to come,
reflect the will of the people through their elected representatives in.
Congress.
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It would seem that at a time of great national trauma over economic problems and at a time when there arp grave doubts about our
political system being capable of handling" our serious domestic
problems, this act must be given a chance to succeed...
There are several points we must consider relative to the Mondale
amendment.
First, as I said before, I agree with the principle of the program
elements, but have reservations about the timing because of the
psychological effect of the deficit increase embodied in the amendment, especially on the financial community of this Nation.
I believe that since this May resolution is not binding, and since we
cannot adequately forecast what will be needed by September when
the binding resolution will be considered, it is unnecessary to pass the
Mondale resolution at this particular time.
Second, I think that the individual elements in the amendment,--for
example the tax reform-should be worked out in advance of the
expenditure levels in the program.
This timing would seem to be only a logical, realistic, fiscal policy
to follow if we are to assume our role in a responsible manner in the
Congress.
Third, I think the expenditure levels of many of the program elements contained in the Mondale amendment need close, further
consideration.
CANNOT BE PERFECT

As so eloquently articulated by Senator Muskie, this first budget
resolution resulting from the Budget Reform Act of 1975 cannot be
expected to be, nor is it, perfect, but rather a beginning and in my
opinion, a monumental beginning of our equal involvement with the
executive branch in setting fiscal policy for our Nation.
I commend all the members of the Budget Committee, including
those in the majority and the minority for this important first step
that has been taken.
The PRESIDING OFFICER. The time of the Senator has expired.
Mr. MONDALE. Mr. President, I ask for the yeas and nays.
The PRESIDING OFFICER. Is there a sufficient second? There is a
sufficient second.
The yeas and nays were ordered.
Mr. MUsRIE. I yield 3 minutes to my distingushed colleague on the
committee, the Senator from Florida (Mr. Chiles).
Mr. CHILES. I rise to support the distinguished chairman of the
Budget Committee and the Budget Committee in opposition to the
Mondale amendment. I think in this opposition no one on the Budget
Committee takes the stand that countercyclical revenue sharing is
wrong, or that we should not perhaps have some. There was a great
discussion in the Budget Committee in that regard. In fact, a discussion about that is in the report. But really what we are talking about is
what the figure is going to te for the deficit. While this is a figure where
there is no exact science about it and none of us knows whether $70 or

$78 billion is the magic number, or something lower than that, I think
what is important is that the American people have the strongest
feeling that we have been irresponsible in the past. They know that we

b~ ve •ot had anyr discipline concerning spending and how we are going
to control spending. For the first time we have in the Budget Act the
holding out of hope to the American people that we are going to try to
gt a handle on the Federal spending; that we are going to try to exercise some form of discipline.
fO_.0
'•
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I think it is very important when you really consider the recession
that we are in now, that most people realize that if tomorrow the
American ublic decided for some reason to have confidence in our
economy, Xecided to go buy a new car, to go buy a new refrigerator, to
start the new house, this recession would end very quickly.
On the other hand, if they are afraid of what we are doing in Governnwent, or of anything that is happening, if it is going to jeopardize the
economy, and they decide that titey are not going to buy or they are
going to hoard or they are going to save, then the tax rebate that we
made will fail because they will take that money and put it in a sock.
So one of the most important things that we are doing now is the
signal that we are giving to the American people of whether we are
exercising control or not.
I think it is so important that we not break the budget as presented
by the Budget Committee and in doing this first exercise that we not
allow the ceiling to be broken. I think we should signal to the American
people that we will exercise this restraint. For that reason, I support the
committee.
The PRESIDING OFFICER. The time of the Senator has expired.
Mr. MUSKIE. Mr. President, I yield the remainder of the time to
myself.
I would like to use this remaining time to discuss the remarks of
Senator Mondale.
The statement was that last fall no one predicted the present unemployment rate or anything like it. On December 12, 1974, in a hearing
before the Budget Committee, Mr. Ash, who was then Budget Director,
testified. He and Senator Mondale engaged in some slight disagreement
over economic policy.
Senator Mondale said:
What I am saying is that you are pursuing a policy which almost guarantees 8
percent unemployment, even though at this point most of the economists we have
talked to hI.ve said through reflation we could put many back to work without
significantly affecting inflation.

I offer that correction for the Record.
MONITOR ECONOxY'S

PROGRESS

May I say with respect to the programs that Senator Mondale's
amendment encompasses, a vote against his amendment at this time is
not a vote against these programs. Rather, it would be a judgment that
the Budget Committee ought to monitor the progress of the economy
in the weeks and months ahead and then use the authority which is
clearly given to it under the budget reform legislation to report other
concurrent resolutions for the purpose of changing economic policy.
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That is clearly not only our prerogative, but it is' our responsibility.
What we are saying to'the Senate today is that,the budget we recommend includes some $48 billion in stimulative spenditig directly
related to the objective of dealing with. the recession. Most of this
*spending is not in place yet. The tax cut checks begin. going' out to'morrow. The emergency employment program covering 1 million
.jobs that we approved last Saturday has-not'begun spending money.
What we are saying is let us see the effect of those things that have
already been but in motion. If the progress of the economy requires
that we do more, the Budget Committee has the responsibility and
the authority to recommend it. Those recommendations could well
include countercyclical assistance to State and local governments,
-could well include additional public works, and could well include
:additional public service employment. All of these options are open
to us. They are not closed off to us by a vote against the Mondale
-amendment.
Mr. MONDALE. Mr. President, will the Senator yield?
Mr. MUSKiE. I yield.

The PRESIDING 'OFFICER. All time has expried.
Mr. MANSFIELD. Mr. President, I ask unanimous consent that the

Senator may have 2 minutes.

The PRESIDING OFFICER. Is there objection? The Chair hears none,

:and it is so ordered.

Mr. MONDALE. I thank the majority leader.
ISSUE HERE IS JOBS

Mr. President, I think the issue here is jobs. Even with the stimullative steps we have taken with the tax cut, with some of the job-pro•ducing elements that are in the -basic part of the budget, virtually
-every economist we have heard from predicts that unemployment will
-stay at historic highs perhaps for a decade; and for the next 2 years,
at least, we will have unemployment levels that will be in excess of
9 percent, hover at 9 percent and 8.5 percent, for another 2 years.
Eight or 9 million Americans wanting jobs cannot get them today,
•and the situation is going to get worse.
Mr. PASTORE. Mr. President, will the Senator yield?
Mr. MONDALE. I yield.
Mr. PASTORE. Is it not a fact that if we should meet the miracle
,of an upturn in the economy, which would put people back to work,
then, even despite the Senator's amendment, we do not have to achieve
'thlat ceiling, anyway? This is a guarantee that if things do not improve
•as might be anticipated or expected or hoped for, the fact still remains
fliatt we have a level within which to operate in order to create jobs.
Mr. MIONDALE. That is correct.
By the terms of this amendment, if and when we reach 6-percent
unemployment for 2 months, my countercyclical spending stops.
So if it is going to be as good as some predict, it stops.
Mr. President, nothing worse can be done to a decent American
who wants a job than to deny him one. Present economic policies
have denied 9 million people the work they need. That is why we
'have a deficit.

4:5.

SHAPE BEST PROGRAM POSSIBLE
It is economic lunacy and atrocious social policy not to have the
best program we can shape to put people back to work, and that is
what we have sought to do in this amendment.
The PRESIDING OFFICER. The time of the Senator has expired.
Mr. MANSFIELD. Mr. President, I ask unanimous consent to proceed
S'for not to exceed 1 minute.
04''
The PRESIDING OFFICER. Without objection, it is so ordered.
. Mr. MANSFIELD. Mr. President, it is my understanding that there
will be one more amendment after the Mondale amendment is disposed
of, and that will be by the distinguished Senator from North Carolina
(Mr. Helms). I ask unanimous consent that on that amendment there
be a time limitation of not to exceed 40 minutes-30 minutes to be
allocated to the Senator from North Carolina and 10 minutes to the
manager of the bill and the ranking Republican member of the
committee.
The PRESIDING OFFICER. IS there objection? The Chair hears none,
and it is so ordered.
Mr. MANSFIELD. And that the vote on final passage occur at 12
o'clock tomorrow. I know of no other amendments.
The PRESIDING OFFICER. The Chair advises the distinguished
majority leader that, according to the list at the desk, the Senator
from California (Mr. Cranston) has an amendment.
Mr. CRANSTON. Mr. President, I was planning to offer an amendment, but I do not now plan to offer it. I do want to speak when I
,can get the floor.
Mr. CASE. Mr. President, reserving the right to object, will this be
the last vote? Will there be a record vote on the amendment of
Senator Helms?
Mr. MANSFIELD. I have an idea that there will be.
The PRESIDING OFFICER. Is there objection? The Chair hears none,
and it is so ordered.
Mr. BAYH. Mr. President, the consideration of the first concurrent
resolution on the budget marks a milestone in the American legislative
process. Congress has established a new system of managing the great
questions of fiscal policy which confront our country each year,
and today's debate marks the first test of that new process.
I wish to compliment the chairman of the Senate Budget Committee, Senator Muskie, the committee members, and the committee
staff for the fine work they have done in organizing and analyzing
the vast number of complex issues involved in a consideration of the
Federal budget. I, like all of my colleagues, am very grateful for their
efforts.
GUIDELINES FOR SPENDING, PROJECTING REVENUES

The task before us in setting guidelines for spending and projecting
revenues is extremely important. 'rhe impact of our action will affect
the state of our economy and thus the day to day life of millions of
Americans during the next fiscal year and thereafter.
Mr. President, many reasonable and learned men differ in their
opinions of the proper spending level and the proper size of the fiscal
1976 deficit. The arguments involved are technical and complex. It

falls upon us to analyze týtpso Vrgu;nqts pud make an individual determination as to what the proper budget levels should be to have the
optimum effect upon the econaoy.
My analysis leads to me to believe, Mr. President, that the state
of today's economy calls for P more expansive budget than that
recommended by the committee. For that reason I will support the
amendment proposed by Senator MONDALE, which would permit
spending for emergency recovery programs.
Last month there were 8 miion people in our country who could
not find jobs. We have learned that our gross national product declined at a staggering rate of 10.4 percent over the first quarter of the
year. Industrialproduction continues to slide and the index of leading
economic indicators declined again in March. The recession clearly has
not yet bottomed out.
INDUlING IN WISHFUL THINKING

There are those who seize upon every favorable statistic and attempt to prove that the worst is over and that a healthy economy
is just around the comer. Unfortunately, Mr. President, these people
dangerous kind. It is noteare indulging in wishful thinking of a most
worthy that yesterday's Wall Street Journal reported that the February increase in the economic indicators, which was widely cited as
proof of recovery, was revised downward by the Commerce Department upon the receipt of additional information. The fact is, Mr.
President, that despite the tendency of many to view our economy
through rose-colored glasses, the road to recovery will be long and
painful. It is our responsibility to take action which will shorten it. as
much as possible.
The resolution reported by the committee makes no provision for
spending for health insurance for the unemployed, adequate public
service jobs, programs, short-term, labor intensive public works, or
emergency fiscal aid to State and local government. If it were enacted
and adhered to it would not have a significant impact upon unemployinent. In fact, the fiscal policy it espouses would most likely result
m an unemployment rate of 9 percent for the remainder of this year
and 8 percent at the end of 1076. Such a prospect is totally unlacceptable. We must have a more expansive policy and aim for a maximum of 7 percent unemployment by December 1976, and an annual
reduction thereafter of at least 1 percent.
ADDITIONAL FUNDS AS ECONOMIC STIMULUS

Mr. President, the amendment now before us is consistent with
these desirable goals. It would provide an additional $9 billion in
budget authority for temporary recovery programs as Congress deemed
appropriate. These additional funds would serve not only as an economic stimulus, but also as a means to ease the immediate burdens
on those who are the victi!us of recession. -. nce it would be trig)Kad
only if there are 3 successive months of unemployment averaging 8.5
percent or more, and since it would phase out as the economy recovers,
it would not place excessive Federal demands on credit markets at a
time when private demand is increasing.
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The increased spending called for by the amendment would produce
$3 billion in savings from higher tax revenues and reduced unemp~loyment compensation as hundreds of thousands of Americans found jobs.
In addition, there would be new revenues produced by $2.5 billion in
new tax reforms. The net effect of this amendment would increase the
size of the deficit by $3.6 billion. While this is a considerable sum, it
is a small price to pay for the benefits this measure would bring.
Mr. President, large budget deficits are as distasteful to me as any
Member of the Senate. On several occasions I have introduced or
supported legislation which has cut billions of dollars from the Federal
budget. Fiscal policy must be shaped, however, to the particular needs
of the economy, and today we are faced with a disastrous recession.
Our fiscal policy must be expansive if we wish to see recovery in the
reasonably near future, and this means that there must be a large
deficit.
DTECIVE ACTION NEEDED NOW

Though the numbers we project for next year's deficit appear large,
we must keep in mind that this deficit results not from increased
spending, but from loss of revenues due to unemployment and sagging
profits. If there were 4 percent unemployment, there would, in fact,
be a budget surplus. By taking decisive action now, we are speeding the
day when revenues will again rise to normal levels and thus eliminate
future deficits.
Mr. President, I am hopeful that the amendment will be approved
and that the resolution will pass as amended. If this occurs, the Senate
will have borne its responsiilities well, and we Will have set an important precedent in establishing our voice in the budget process.
MONDALE AMENDMENT REJECTED

,

The PRESIDING OFFICER. The question is on agreeing to the amendment of the Senator from Minnesota.
On the question the yeas and nays have been ordered, and the clerk
will call the roll.
The assistant legislative clerk called the roll.
Mr. ROBERT C. BinD. I announce that the Senator from South
Carolina (Mr. Hollings), the Senator from Alaska (Mr. Gravel), and
the Senator from South Dakota (Mr. McGovern) are necessarily
absent.
Mr. GRIFFN. I announce that the Senator from Tennessee (Mr.
Brock), the Senator from Illinois (Mr. Percy), and the Senator from
Virginia (Mr. William L. Scott) are necessarily absent.
I further announce that, if present and voting, the Senator from
Illinois (Mr. Percy) would vote "nay."
The result was announced-yeas 29, nays 64, as follows:
(Rolecal Vote No. 156 Leg.]

Abourezk
Bayh
Bentsen
Brooke
Case
Clark
Culver

YEAS-29
Hathaway
Humphrey
Inouye
Jackson
Javits
Kennedy
Long

Metcalf
Mondale
Pastore
Pell
Randolph
Schweiker
Stafford

Hart Philip A.

Mathias

Williams

Hart, Gary W.

Hartl;
S

Magnuson

McGee

Weicker
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NAYS-64
Allen
Baker
Bartlett
Beau
Bellmon
Biden
Buckley
Bumpers
Burdick
Byrd, Harry F., Jr.
Byrd, Robert C.
Cannon
Chiles
Church
Cranston
Curtis
Dole
Domenici
Eagleton
Eastland
Fannin
Fong

Ford
Garn
Glenn
Goldwater
Griffin
Hansen
Haskell
Hatfield
Helms
Hruska
Huddleston
Johnston
Laxalt
Leahy
Mansfield
McClellan
McClure
McIntyre
Montoya
Morgan
Mms.
Muskie

Nelson
Nunn
Packwood
Pearson
Proxmire
Ribicoff
Roth
Scott, Hugh
Sparkman
Stennis
Stevens
Stevenson
Stone
Symington
Taft
Tamnadge
Thurmond.
Tower
Tunney
Young

NOT VOTING-6
Brock
Gravel

Hollings
Mc Govern

Percy
Scott, William L.

So Mr. Mondale's amendment was rejected.
Mr. CRANSTON

obtained the floor.

Mr. MANSFIELD. Mr. President, will the Senator
Mr. CRANSTON. I yield to the majority leader.

The

PRESIDING OFFICER.

yield?

The Senate will be in order.

[From the Congressional Record-Senate, Apr. 30, 19751]
CONGRESSIONAL BUDGET DETERMINATION

The Senate continued with the consideration of the concurrent
resolution (S. Con. Res. 32) relating to a determination of the cong.essional budget for the U.S. Government for the fiscal year beginnine July 1, 1975.
Mr. CRANSTON. I yield to the Senator from Minnesota.
The PRESIDING OFFICER. The Senate will be in order. The Senator
from Minnesota may proceed.
Mr. MONDALE. Mr. President, through error I inadvertently omitted
to request that the name of the Senator from Washington (Mr.
Jackson) be added as a cosponsor of the amendment on which theSenate just voted. I now make that unanimous-consent request.
The PRESIDING OFFICER. Without objection, it is so ordered. Who
yields time?
Mr. CRANSTON. Mr. President, may I have some time on the bill?
Five minutes?
Mr. MUSKIE. Mr. President, I yield the Senator from California.
5 minutes on the bill.
Mr. CRANSTON. Mr. President, as the Senator from Maine knows,
I had intended to offer an amendment if the Mondale amendment

439
were defeated. I talked with the Senator from Maine about it yester,.
day. He is the only Senator I have talked to, because I did not wish
in any way to appear to be undercutting his amendment with anything relating to the same subject until he had a full opportunity to
present it and have it voted up or down. I share all the concerns that
prompted the Senator from Minnesota to offer his amendment.
My amendment, which I had planned to offer were his defeated,
related to the social and economic conditions that caused him to
'

•

introduce his amendment, but it would have dealt with them in a

different way.

Mr. MUSKIE. Mr. President, may we have order?
The PRESIDING OFFICER. The Senate will be in order. The Senator
will please suspend until order is restored. Senators will please remove

their conversations to the cloakrooms.

The Senator may proceed.
OPPOSE INCREASING PROSPECTIVE DEFICIT

Mr. CRANSTON. I voted against the amendment of the Senator from
Minnesota because, like a majority of 'the Senate, I oppose increasing
the prospective deficit at this time. I hope we will never find it nec-.
essary to do so. I share his belief that the amount indicated in the
report for jobs programs and economy stimulating programs is in-.
adequate. I hope we will find it possible to get. the funding for those
programs as we work on authorizations and appropriations bills by

taking money away from other programs without increasirqg the size of
the deficit or the amount we will spend.
That may or may not prove possible. The assumption in the current

resolution reported by the Budget Committee are based uppn present
economic conditions. We do not know what those conditions will be.
after a while; We hope they will be better. They may be worse, and we
may find it advisable to increase the spending on temporary jobs.
programs, even if that will temporarily increase the defi.c;
CBO TO SUPPLY PERIODIC REPORTS

I was, therefore, going to suggest that we adopt an amendment that
would require that the Congressional Office of the Budget give us,
periodic reports-and they have the capacity-on the state of the"
economy, on unemployment, and on where we stand, so that if we.
find it necessary to make more funding available for jobs programs we
will know what the conditions are that make that, advisable.
The Senator from Maine has written a letter to Alice Riviin,
Director of the Congressional Budget Office, dated today, requesting.
roughly this exact type of information, and so I see no necessity for.
mly amendment. I am delighted that the Senator has taken that step.

That will give us the information we need in the weeks ond months
ahead to act intelligently on the budget in relationship particularly
to the need for jobs funds and programs.
I thank the Senator for taking that step; I applaud It, andl I look
forward to working with him and the other members of thel piomittee.
and the Senate to see that we observe those reports, study them care-.

fully, and take whatever steps may be necessary in the future to help.
turn the economy around and to provide jobs for those Americans who.
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cannot find them now, or who may, unhappily, be losing them in the
weeks and months ahead.
Mr. Mtsx.xE. Let me say, Mr. President, that I appreciate the
point the distinguished Senator from California is making. I believe it
behooves the Budget Committee to monitor the behavior of the economy closely, and respond to that behavior as conditions dictate.
I ask unanimous consent to have printed in the Record at this
point my letter to Dr. Rivlin, the text of which is as Senator Cranston
as described it.

There being no objection, the letter was ordered to be printed in the
Record, as follows:
WASH•IN(GTON, D.C.,
April 80, 1975.
RVLIVN,
M.
AmIce,
Dr.
Director, CongressionalBudget Office, Congross of the United Stales, Washington, D.C.
DEAR ALICE: As you know, the central concern of the Budget Committee in

formulating its first Concurrent Resolution on the Budget has been to provide
adequate economic stimulus to return the country to full employment at the
most rapid pace. Opinions differ on both the appropriate amount of Federal
spending and the design of programs to achieve this objective.
We expect the Senate to complete action today on its Concurrent Resolution.
We expect the First Concurrent Resolution to be adopted by both Houses by
May 15.
Adoption of the Resolution, however, is only the beginning. We plan a second
resolution in the fall and, as you know, the law requires additional resolutions
after tho first at any point when conditions require it. It will be most helpful to
the Budget Committee in fulfilling its responsibilities if you will monitor the
economic and general fiscal conditions in light of the Budget Resolution. We will
appreciate a report on your evaluation of economic conditions and their relationship to current fiscal policy by June 30, 1975. Particular emphasis should be
placed in that report on the extent to which Congress has adhered to the Resolution and on the inter-relationship between Congressional action taken and foreseen
by that time upon economic recovery. We will appreciate a subsequent report ohl
the same matter on August 15.
A major issue in this year's First Concurrent Resolution has been the design of
programs which have a temporary stimulative effect on employment, but which
disappear as lower levels of unemployment are achieved. A substantial difference
of view exists as to whether such programs can in fact be designed and effectively
Implemented.
We will appreciate your undertaking a study of the experiences of our country
and other nations in the design and implementation of such programs. We would
appreciate a thorough examination of the design and economic implication of
selected examples of actual and potential programs of this kind. We are very
interested in whether such temporary programs can in fact be created and produce
a useful effect and, at the same time, remain truly temporary. If such programs
can be designed, what are the "triggers" which would actuate them and how can
they be designed to "trigger out" effectively when their intended result has been
achieved?
We look for ward to the results of both these studies. They will be useful to the
Committee and Congress in dealing with the severe economic problems we
confront.
With best wishes, I am,
EDMUND S. MUSKIE.
Sincerely,

Mr. MUSKIE. I read just this one paragraph, which responds to the
Senator's point:
Adoption of the Resolution, however, is only the beginning. We plan a second
resolution in the fall and, as you know, the law requires additional resolutions
after the first at any point when conditions require it. It will be most helpful to the
Budget Committee in fulfilling its responsibilities if you will monitor the economic
aDd general fiscal conditions in light of the Budget Resolution. We will appreciate
a report on your evaluation of economic conditions and their relationship to
current fiscal policy by June 30, 1975. Particular emphasis should be placed in
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that report on the extent to which Congress has adhered to the Resolution and
on the interrelationship between Congressional action taken and foreseen by that
time upon economic recovery.

I think the Senator will agree that the thrust of that letter is on all
fours with his own concern.
Mr. CRANSTON. It most certainly is, and will provide us with some
badly needed information. I thank the Senator.
Mr. RANDOLPH. Mr. President, I wish to comment on the remarks
of the able Senator from California. I noted that he began in certainly
what I considered an apologetic manner, saying that he did not vote
for the amendment which was defeated. He said that he realized we
were going to face up to the inadequacy of what the Senate and Congress needed to do to produce jobs for people in the United States
who need work.
I know of his concern for the employment of people. It is my prediction-and I am not one to make *edictions-thatwe will be back
here, I say to the Senator from California, at a later date, probably
sooner than later, attempting to do what we failed to do this afternoon.
Mr. CRANSTON. I thank the Senator for his remarks.

Let me say that I voted against the amendment of the Senator
from Minnesota only becauseIdo not believe at this time we should
concede that we have to have more spending and a larger deficit.
I hope that within the present spending limits we can find some money
for jobs and less money for some other programs which might be cut
back from the figures that are suggested in the report of the Budget
Committee.
However, we have now set up a procedure through the letter of the
chairman to Alice Rivlin that will give us current information on the
state of employment and the economy generally, and if we find that
the situation is worsening, that we need more money to stimulate
the economy, more money for jobs, we will have the information at
our fingertips, and we can then proceed to do at that time by other
methods what we did not feel, the Senate as a whole did not feel, was
wise to do today.

The PRE•IDING OFFICER. The Senator from North Carolina has

been on his feet and seeking recognition.
Mr. HELMS. Mr. President, I will be happy to delay and yield to the
Senator from West Virginia.
Mr. MUSKIE. Might I suggest that the Senator from North Carolina

be recognized first? He has indicated a willingness to yield. I think
that may save us some time.
AMENDMENT NO.- 891

Mr. HELMS. Mr. President, I call up an amendment which I have
at the desk, and ask that it be stated.
The PRESIDING OFFICER. The amendment will be stated.

The assistant legislative clerk read as follows:

The Senator from North Carolina (Mr. HELMS) proposes an amendment in the
nature of a substitute numbered 391.

Mr. Helms' amendment (No. 391) is as follows:

52-559 0 - 75 - 29
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Calendar No. 71

?SoCON. RES, 32

IN THE SENATE OF THE UNITED STATES
APRIL 29 (legislative day, Amin, 21), 1975
Ordered to lie on the table and to be printed

AMENDMENT
(IN THE NATURE OF A SUBSTITUTE)

Intended to be proposed by Mr. HELMS to S. Cont. Res. :32, eoncurrent resolution relating to a determination of the C(ongressional Budget for the United States Government for the fiscal
year beginning July 1, 1975, viz: Strike out all after the
resolving clause and insert the following:
1 That the Congress hereby determines, pursuant to section
2 301 (a) of the Congressional Budget Act of 1974, that for
3 the fiscal year beginning on July 1, 19754
5
6
7
8

(1) the appropriate level of total budget outlays is
$297,800,000,000;
(2) the appropriate level of total new budget atithority is $388,600,000,000;
(3) the amount of deficit in the budget which is
Am. No. 391
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2
1

appropriate in the light of economic conditions and all

2

other relevant factors is zero;

3
4
5
6

(4) the recommended level of Federal revenues is
$297,800,000,000; and
(5) the appropriate level of the public debt is
$531,00000,000.
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Mr. ROBERT C. BYRD. Mr. President, before the Senator yields to
my distinguished senior colleague, may I ask the Senator from North
Carolina, does he want the yeas and nays on his amendment?
Mr. HELMS. Yes. I ask for the yeas and nays.
The PIMSIDING OFFICER. Is there a sufficient second? There is a

sufficient second.
The yeas and nay~s were ordered.
Mr. ROBERT C. BYRD. Now, Mr. President, so that Senators may
know when we will vote, it is agreeable that we vote at 6 o'clock on
this amendment? I understand there is a 40-minute time limitation.
This will cut it to 30 minutes.
Mr. HELMS. It is agreeable to me. However, I have agreed to yield
some time to the distinguished Senator from Nebraska.
Mr. CURTIS. Ten minutes will be enough for me.
Mr. HELMS. In that case, Mr. President, 6 o'clock will be fine.
Mr. ROBERT C. BYRD. With 20 minutes to the Senator from North
Carolina, from which he will yield 10 minutes to the Senator from
Nebraska, and 10 minutes to the Senator from Maine.
Mr. HELMS. Very well.
The PRESIDING OFFICER. Without objection, it is so ordered. Who

yields time?
Mr. HELMS. Mr. President, Senate Concurrent Resolution 32 purports to reflect the will of Congress. It seeks to put us on record as
favoring a gargantuan budget deficit for fiscal year 1976. According to
the resolution, the amount of the deficit in the budget which is appropriate in the light of economic conditions and all other relevant
factors is $67.2 billion. In my view, this amount is preposterous; and
I wish to go on record as unalterably opposed to this kind of fiscal
irresponsibility.
VAST DEFICIT OPPOSED

What are these so-called economic conditions and other relevant
factors justifying this resolution? The answer is: There are none, none
at all. We are told that this vast deficit is necessary to stimulate the
economy, an argument that I find incomprehensible in light of the
fact our present economic situation is a product of successive deficit
budgets. Instead of stimulating the economy, the new budget will,
in' all likelihood, run it further into the ground.
Certainly I need not remind my colleagues of the ever-increasing
price of just about every commodity one can possibly imagine, including the necessities of life such as food, shelter, and clothing. Who is so
blind as to ignore the obvious truth that this spiraling inflation is the
offspring of deficit Federal spending during the past four decades?
For many years now--longer than I care to remember-we have
been living on tomorrow's income. According to figures released on
February 3, 1975, the Federal budget for fiscal year 1975 exceeds
$313 billion, with a deficit of more than $35 billion. Then the Federal
budget for fiscal year 1976 was estimated to exceed $349 billion, with
a deficit of over $51 billion. Senate Concurrent Resolution 32 proposes
that the budget outlays for fiscal 1976 should be $356 billion, with a
deficit of $67.2 billion.

I,
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INTEREST ALONE [8 $30 BILLION

.

As I have noted on previous occasions, the interest alone on the
Federal debt exceeds $30 billion a year. In fact, for fiscal 1975, the
interest is estimated at $32.9 billion. This works out to $62,595 a
minute in interest. This is $1,043.25 every second in of the day.
And here are more disturbing figures. On December 31, 1972, the
national debt was $449.3 billion. A year later it was up $20.6 billion
to the sum of $469.9 billion. On December 31, 1974, the debt was up
again-to $492.7 billion, an increase of $22.8 billion over the previous
12 months and an increase of a whopping $43.4 billion in a 2-year
period.
Where does it end? The answer is obvious. If action is not taken in
this Chamber to stop deficit spending, and emancipate our fiscal
policies from the economic theories of John Keynes, we are headed for
economic disaster. The American people know this if the polls be any
guide. Their faith in the American economy has already been shaken
to the point that they fear a real depression, and here we are singing
hosannah to the gods of big spending.
In the interest of candor and honesty, let us level with the America
people for a change and admit that it is Congress which has created
our current economic collapse and only Congress can do something
about it. It is not pleasant to contemplate one's own folly, but I for
one believe that it is time for Congress to say to the American people:
"Yes, we caused this economic mess-we and our predecessors, who
led the Government of the United States into the swamps of deficit
spending and, what is worse, led the American people to believe that
the swamps were a good place to be."
CAUSE, NOT 8YMPTOM8M

NEED SOLUTION

Before we become more deeply mired, let us turn to common sense
and simple arithmetic for an honest solution to our economic problems. Any real solution must address itself to the real cause of the
problem, and not just the symptoms. Any budget that falls short of
ithe balanced budget falls short of our goal of economic prosperity,
for even a little deficit spending and a little inflation hurts everyone.
I therefore, propose an amendment in the nature of a substitute
to Senate Concurrent Resolution 32. My substitute provides a balanced Federal budget-a zero deficit. It works this way: The Budget
Committee
estimated
that Federal
revenues
under existing
law would
• be
$297.8 billion.
Accepting
this figure
for income,
and applying
the
concept of a balanced budget, I propose that the appropriate level
of total budget outlays is $297.8 billion. The Treasury Department
has projected the amount of the national debt at the conclusion of the
current fiscal year to be $531 billion. Since the Government should
operate on a balanced budget for the next fiscal year, including the
expenditures for interest payments on the debt, no increase in the debt
level is necessary. The appropriate level for the deficit of course, is
zero.
One final figure remains in my substitute. That is the appropriate
level of total new budget authority. I have simply accepted the Budget
Committee figure of $388.6 billion for budget authority. I, frankly,
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doubt that we should go on increasing spending authority. The ultimate result will be that the Government eventually controls every
sector of our economy, with a consequent diminishing of freedom and
justice. But I recognize that this Congress will probably not turn
away from the siren call of initiating new programs.
UTILIZE AUTHORITY FOR BALANCED BUDGET

Yet, in the long run, we must recognize that simply because the
authority is granted, it need not be fully exercised. This authority
should be exercised only in a manner consistent with the concept of a
balanced budget-not only for fiscal year 1976, but also for succeeding
fiscal years.
A final question remains. Where should the necessary reductions in
expenditures be made in order to achieve a zero deficit? As my colleagues are aware, there are many competing points of view in response
to this question. I am aware that there are some who would substantially reduce defense spending, but I favor a strong national defense
with appropriate expenditures to accomplish that important goal.
There are some who feel that appropriations for social welfare programs are not large enough at present, but I feel there is a great deal
of wasteful spending in this area. Considering all of the diverse views,
I propose that Federal spending be cut across the board, on a pro rata
basis, with the single exception of interest payments on the national
debt, in order to achieve a zero deficit. The interest payments on the
debt should be paid as they accrue. As a basis for determining the prorata reductions, the budget message of the President relative to the
Federal budget for fiscal year 1976 together with supporting material
should be used.
FUTURE OF AMERICANS AT STAKE

While this approach is not fully responsive to all of my concerns
regarding wasteful Federal programs, it is perhaps the most realistic
proposal in the light of the realities of life that confront us. I make this
proposal of across-the-board reductions, frankly, as a concession to
opposing philosophies, but I do so because I believe so firmly that the
future of my grandchildren is at stake, together with the future of
every American who hopes that his lineage may face the future with a
reasonable expectation of prosperity and freedom. I say this because
there is no real freedom without economic freedom. And, there is no
economic freedom in the midst of spiraling inflation, and confiscatory
taxation, and there certainly is no real prosperity.
Mr. President, it is not the intention of the Senator from North
Carolina to consume a great deal of time. The hour is late, and I do
not wish to detain Senators. Moreover, I am not laboring under
illusion about the number of votes my amendment will attract.
On yesterday I expressed as clearly and forthrightly as possible my
concern about this legislation, which will pave the way for a deficit
of $67.2 billion.
Mr. President, when I contemplate the fact that this legislation
involves a planned deficit of $67,200,000,000, it occurs to me that the
Senate of the United States is bordering on being pyromaniacal in
terms of fanning the fires of inflation.
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Apparently Congress simply does not intend to learn from its mistakes of the past, and in fact intends to compound them with even
more serious mistakes.
INCREASED INFLATION FORESEEN

Let us make no mistake about it, Mr. President, with the adoption
of a $67.2 billion deficit, there will be a horrendous increase in inflation.
We ought not to kid ourselves about it, or try to deceive the American
people.
Commerce will be stultified because the Federal Government will
be drawing off capital so badly needed by the people of America;
particularly the small businesses. Therefore, unemployment will
continue to rise because the private sector will be denied the funds
needed to create jobs and provide the goods and services necessary
to revitalize and stabilize our ailing economy.
Mr. President, I spent the weekend in Brazil and Argentina. I
visited the latter country at the invitation of my old friend, Bob Hill,
who is the distinguished U.S. Ambassador to Argentina. During that
visit-which, incidentally was not made at the taxpayers' expense-I
met with prominent South American citizens from business, from
agriculture, one or two from government.
One of the gentleman during a luncheon period demonstrated a
surprising knowledge of what is going on in the Senate of the United
States. He said, "I understand that the U.S. Congress is proposing a
planned deficit of between $60 billion and $70 billion." I said, "That
is correct." And he said, "Well, the United States is traveling the
dismal road that Argentina traveled-and we are now bankrupt."
He said the inflation rate in Argentina for the first 3 months of 1975,
projected on an annual basis, is 108 percent. Then he said "Now, I
am not trying to tell you how to run your country, but if the United
States makes that mistake you may as well plan to suffer a terrible
economic upheaval within the next year or so.
Now, Mr. President, a few facts ought to be borne in mind, then I
am going to yield to my distinguished friend from Nebraska, Mr.
Curtis.

INTEREST COST ESTIM'ATA

The interest on the Federal debt for fiscal 1975 is estimated to be
$32.9 billion. How do you put in perspective such an enormous sum
of money as that? Well, if you use a calculator, Mr. President, you
learn that this amounts to $62 595 per minute, in interest alone. Or
if you want to break it down further it amounts to $1,043.25 every
time the clock ticks, over $1,000 a second, every minute of every
hour of every day of the year.
In 1973, the Federal debt increased $20.6 billion. In 1974, the debt
increased another $22.8 billion, for a total increase during the 2-year
period, Mr. President of $43.4 billion. At thai point, Mr. President,
the Federal debt stood at $492.7 billion.
Of course, as all Senators know the Federal debt is now in the
neighborhood of a half-trillion dollars, which is a pretty expensive
neighborhood when you consider what it is costing the taxpayers and
what it is draining away from the economy.

-
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For a generation we have been playing this game of deficit financing,
going into debt year after year. And look where it has led us. Is it not
time, Mr. President, to try the route of commonsense?
Mr. President, I yield 10 minutes to the distinguished Senator from
Nebraska.
Mr. CURTIS. I thank the distinguished Senator from North Carolina.
Mr. President, ilie Budget Committee has Worked faithfully on this
matter. They have taken into account what the various programs called
for, and that requires far more spending than there will be income,
and on the basis of that approach we would have a resolution providing
for a deficit of $67.2 billion.
SHOULD CHANGE EXISTING LAW

I cannot bring myself to vote for a zero deficit or a balanced budget
without stating how I would bring it about. I think this situation is so
serious that we should change existing law. I think we should cut certain existingprograms and, to that extent and in that manner, I would
go beyond the consideration that went into the pending resolution.
Others might come in with a different shopping list, but I am willing to
vote for the reductions thatI am about to recite, and if anybody has
any doubt about it, let them just offer such amendments and I will
vote for them.
How in the world are you going to eliminate $67.2 billion in spending
or eliminate that much deficit? Well, here is my shopping list.
Mr. President, I would repeal the recent tax reduction bill. That
would reduce the deficit by $23 billion. That act was pure nonsense. I
heard a distinguished economist say within the last 3 or 4 days that
that bill was planting the seeds of a recession late in 1976.
Our distinguished Secretary of the Treasury stated that our recessions are caused by the inflation.
There is $23 billion. I voted against the tax reduction bill before. I
am anxious to vote to repeal it before it goes into effect.
I am ready to vote to abolish revenue sharing. Why, of course, it is
nice to send checks to States and subdivisions. It has some merit, but
not enough merit for us to borrow the money to do it.
BORROWED MONEY COSTS NOTED

Fifteen percent of all the spending next year is going to be with
borrowed money. Fifteen cents out of every dollar. Only 30 cents
comes from individual income taxes. So when one pays his income tax,
keep in mind they will be borrowing half that much to keep going.
That is $6.3 billion.
We could not stop foreign economic assistance entirely. It is something over $4 billion. It ought to be cut by about $3 billion, and the
billion left to phase out foreign aid. When we are nearing a $100 billion
deficit, what business have we scattering money around the world?
I am ready to vote to cut it by $3 billion.
I served for a long time on the Space Committee. I was ranking
minority member. The space program is one of those programs that
has been greatly reduced, it should have been, because they bought a
lot of hardware and other things that were a one-time purchase.
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So the space program has been reduced by several billion dollars,
but in spite of the fact that I think it is a great educational program to
advance science, I would cut it by half a billion dollars.
Now, mass transit is costing us a lot of money. Are we developing
new systems of transportation? No.
-We are underwriting

ng transportation systoeas. Why, think of

it, here the United States is broke, approaching $100 billion deficit,
and we pass a law that says that anybody, almost, can run a busline or
a streetcar line or some mass transit system and we will pick up the
deficit. Even if we had money, that invites the worst practices. I would
cut that by a billion dollars.
We have got a lot of programs in community development that did
not exist 10 years ago. These things are well set out in a book entitled
"The Budget in Brief."
Now, many of these programs to develop communities are worthwhile, but when we are facing such a crucial thing, I am ready to go
back to the 1974 expenditures for community development and that
would cause us to vote for a billion-dollar reduction in that program.
Now, on education, 10 years ago we were spending about $3 billion.
It is over $7 billion now. Due to the circumstances we are facing, I
am ready to go back to the 1974 figure on that. That would save $2
billion.
MANPOWER AND SOCIAL SERVICE

Social service started in the Finance Committee. It was supposed
to cost a couple of hundred million dollars. The first thing we knew,
it was headed for $5 billion. We cut it back about half of that, but I
am ready to vote a $1.2 billion cut for social services and manpower.
Do you know what we were spending for Federal programs for
health 10 years ago? $3 billion. Today it is $30 billion.
We have taken about 28,000 doctors from treating patients and put
them on the Government payroll. Pushing papers does not make
patients well. Think if it, tenfold increase from $3 billion to $30
billion.
A modest cut would be $5billion and we would have a more manageable program, we would get better research, we would do a better job.
Now, here is a good one. Instead of freezing retirement increases
and Government wages at 5 percent, I would freeze them at zero.
FREEZE GOVERNMENT RETIREMENT PROGRAMS
__

4

What business does a Government employee, who has the security
of a Government job, when we are approaching a $100 billion
deficit
to protest if we say that there will not be increases this year; what is
wrong with that? Do you know how much it would save? A total of
$12.9 billion would be saved if we postponed for 1 year all raises in
Government wages and retirement programs.
largely
a local
obligation,
butenforcement
we are in thatabout
in a
bigLaw
way.enforcement
Ten years isago
we were
spending
for law
a half billion dollars. Now it is $3.5 billion. A sevenfold increase. It
has not resulted in any measurable crime reduction. I would cut that
by a billion dollars.
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The PRESIDING OFFICER. The time of the Senator has expired.
Mr. CURTIS. May I have a few minutes more?
Mr. HELMS. I will yield 1 more minute to the Senator.

Mr. CURTIS. All right.

A food stamp reduction, $2 million. Welfare reform, $2 billion. I
would enact the administration's recommended windfall petroleum
tax, which would pick up $3 billion. We talk a lot about tax reform
4If

but a modest $1 billion in tax reform can be achieved.

we operated on a zero deficit, a balanced budget, we would save
$2 billion on interest next year.
Mr. Chairman, that adds up to $67,700,000,000, and if we would
do that, we would cure the recession. It would so encourage the country,
it would so encourage investors, it would so encourage all in our economy so that we would move forward.
The PRESIDING OFFICER. The Senator's time has expired.
Mr. HELMS. I reserve the remainder of my time.
The PRESIDING OFFICER. The Senator from Maine has 10 minutes.
Mr. MUSKIE. Mr. President, I think Senator Morgan wanted some
time and I am delighted to yield 3 minutes.
Mr. MORGAN. Four minutes?
Mr. MUSKIE. Four minutes.
The PRESIDING OFFICER. The Senator from North Carolina.
Mr. MORGAN. Mr. President, I want to join with my colleague from
North Carolina and vote for the amendment which would call for a
balanced budget for the United States.
BALANCED BUDGET NOT REALISTIC

I must say, though, in all candor, that I realize that it is not realistic
to hope that we can balance the budget this year. I said so last year
as I debated the issue back and forth across North Carolina. But, Mr.
President, the people of North Carolina believe in a balanced budget.
For more than 45 years, we have operated the State of North Carolina
with a balanced budget.
We believe also, Mr. President, in doing for the people those things
that they cannot very well do for themselves, and I take a back seat
to no one, personally or for my State, for the things we have done for
the people.
During 10 years in the Senate of North Carolina I voted for most,
if not all, of the bills to improve mental health in our State, public
health in our State, public education, public welfare. I fought many
battles for higher education. We support 16 universities in North
Carolina, 50-some community colleges.
We provide for the people of the State of North Carolina, but we
are willing to pay the price.
I was in a New England State the other day that is complaining of
being almost bankrupt. Mr. I .esident, I paid 7 percent sales tax in
that State, but it had no income tax.
WILLING TO PAY THE PRICE

In my State, we have an income tax, and we have had one for years.
And we have a sales tax. In other words, we are willing to pay the price.
I will vote in this Senate through the years that I am here for a
lot of bills to do a lot of things for the people of this country. But I am
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also willing to vote for taxes to pay for those programs. I do not think
we ought to vote programs we are not willing to pay for.
So I am going to vote for the amendment offered by my colleague
as an indication or an expression of the feeling of the people of North
Carolina that the Government of the United States ought to operate
with a balanced budget.
The PRESIDING OFFICER. Who yields time?
Mr. MUSKIE. Mr. President, I will take 2 or 3 minutes simply to
respond to the amendment so the record may be complete.
Mr. President, as I understand the Helms amendment, it would
reduce outlays under the budget resolution by $67.2 billion, to a level
of $297,800 million, that being the same number as the revenue estimate contained in the budget resolution. So there would be no change
in taxes.
WOULD REDUCE GNP BELOW FORECAST

According to the best advice that economists and our staff can
provide us, the effect of this amendment would mean a reduction in
gross national product of some $110 million below our forecast. This
would raise the GNP gap to about $350 billion and boost the unemployment rate to 12 or 13 percent. Meanwhile, the reduction in GNP
would cause revenues to fall. It would also increase expenditures on
unemployment compensation. The combined effect would be to leave
a deficit of about $40 billion after the Senator's cut of $67.2 billion
has been made.
Senator Helms would then have to introduce new legislation to
remove this deficit. Either taxes might be raised or expenditures might
be lowered, or some of both might be undertaken.
An unemployment rate of 20 percent can probably not be achieved
within the fiscal year, but 15 percent is well within reach.
As I contemplate this approach to our economic problem, I am
reminded of a story told us by Charls Walker, who was Deputy
Secretary of the Treasury in the Nixon administration, and is a conservative economist. I read from a footnote on page 25 of the report of
the Budget Committee:
In testimony on February 5, former Deputy Secretary of the Treasury Charls E.
Walker gave the Committee an impromptu lecture on the results of an attempt in
the early 1930's to balance the budget during a recession:
(Balancing the budget] did not sound crazy in 1931 and 1932. That is precisely
what they tried to do. It was a bipartisan effort. President Hoover and Mr.
Garner and the whole crowd wanted to balance the budget. That was the fiscal
orthodoxy of the day. So they sent a message to the Treasury and the Treasury
raised practically every tax it could get its hands on. I believe the deficit was
running in the general horrifying range of a billion dollars and they tried to raise
taxes about a billion, maybe around $800 million. And they did not get anything
back. They raised the taxes and they further exacerbated the deflationary pressures and incomes dropped and profits dropped and it just did not work.

We saw on the charts yesterday the story of 17 to 22 percent

unemployment which resulted from those wrong economic policies of
that time. I know that this business of balanced budgets is a mysterious
business to laymen and it is to me. But I am persuaded from the
insights that we have gained on the Budget Committee that the
amendment of the Senator from North Carolina is simply very much
the wrong medicine and that the result would be to send us in the
wrong direction. It would be a disaster for the country's economy.
The PRESIDING OFFICER. Who yields time?
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Mr. MUSKIE. I am happy to yield the remainder of my time. I
think the Senator from North Carolina would like some more time.
Mr. HELMS. Mr. President, with all due respect to my good friend
from Maine, I perceive that the distinguished Senator is using the
same line that has been used for the past 30 or 35 years in this country,
that we cannot balance the budget now.
As they say in North Carolina, "can't never will."
NEED FOR FISCAL RESPONSIBILITY

The question is whether we have the guts to do it. If we do not, we
ought to admit to the American people that we are playing politics
with the Treasury of the United States and with the pocketbooks of
the taxpayers of the United States. I can jolly well tell the distinguished Senator from Maine and everybody else within earshot that
the people of this country are far ahead of the Congress in this matter
of fiscal responsibility of the Federal Government. They know what
is going on-and they are sick of it.
I have no illusions about how many votes this amendment will
bring. I have submitted it for the purpose of putting Senators on
record so that the people of this country will know who is in favor of
fiscal responsibility and who is not.
We can cut this budget. We can cut the bureaucracy in the U.S.
Senate and in the House of Representatives. We can do away with
forty-eleven expensive subcommittees that the Senate operates,
costing millions of dollars a year-and for what? Most Senators will
acknowledge privately that the purpose of a remarkable part of the
millions spent to operate this legislative bureaucracy is purely and
simply for the aggrandizement of Senators. We can cut operating
expenses here in the Senate. We can cut them in the House of Representatives. We can cut them downtown, and throughout this sprawling
Federal Government. We can serve notice. We can do it. But not if
we say, "Not this year." Do we have the guts to do it, Mr. President?
The vote on my amendment will tell.
ALLOW FREE ENTERPRISE TO WORK

I cn assure the Senate, Mr. President, that if this money is drained
out of the private economy, we can forget our hope of stopping the
inflationary spiral. Free enterprise must be allowed to work, or this
country will not function. It is just as simple as that. We can play
games up here. We can talk about what we are "doing for the people.'
But what we are doing is raiding their pocketbooks.
This is the time for us to put up or shut up. This Senator is willing
to put up. Thank you, Mr. President.
I yield back the remainder of my time.
Mr. MUsKIE. I yield back the remainder of my time.
HELMS AMENDMENT REJECTED
The PRESIDING OFFICER. The question is on the amendment. The
yeas and nays have been ordered. The clerk will call the roll.
The legislative clerk called the roll.
Mr. ROBERT C. BYRD. I announce that the Senator from Alaska
(Mr. Gravel), the Senator from South Carolina (Mr. Hollings), the
Senator from Colorado (Mr. Hart), the Senator from South Dakota
(Mr. McGovern), the Senator from Delaware (Mr. Biden), the Senator
from Nevada (Mr. Cannon), the Senator from Ohio (Mr. Glenn), the
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Senator from Hawaii (Mr. Inouye), and the Senator from Rhode
Island (Mr. Pastore) are necessarily absent.
I further announce that, if present and voting, the Senator from
Rhode Island (Mr. Pastore) would vote "nay."
Mr. GRIFFIN. I announce that the Senator from Tennessee (Mr.
Brock), the Senator from New York (Mr. Buckley), the Senator from
Arizona (Mr. Goldwater), the Senator from Idaho (Mr. McClure),
" the Senator from Illinois (Mr. Percy), and the Senator from Virginia
(Mr. Scott) are necessarily absent.

I further announce that, if present and voting, the Senator from
Illinois (Mr. Percy) would vote "nay."
The result was announced-yeas 9, nays 75, as follows:

Allen

Byrd, Harry F., Jr.
Curtis

[Roilcall Vote No. 156 Leg.]
YEAS-9
Fannin
Morgan
Helms
Thurmond
Laxalt
Tower
NAYS-75

Abourezk
Baker
Bartlett
Bayh

Beall

Bellmon
Bentsen
Brooke

Bumpers
Burdick

Byrd, Robert C.

Case
Chiles

Church

Clark

Cranston
Culver
Dole
Domenici
Eagleton
Eastland

Fong
Ford

Garn

Griffin
Biden
Brock
Buckley

Cannon
Glenn

Hansen
Hart, Philip A.
Hartke
Haskell
Hatfield
Hathaway
Hruska
Huddleston
Humphrey
Jackson
Javits
Johnston
Kennedy
Leahy
Long
Magnuson
Mansfield
Mathias
McClellan
McGee
McIntyre
Metcaif
Mondale
Montoya
Moss
NOT VOTING-15
Goldwater
Gravel
Hart, Gary W.
Hollings

Inouye

Muskie
Nelson

N~unn
Packwood
Pearson
Pell
Proxmire
Randolph
Ribicoif

Roth

Schweiker
Scott, Hugh
Sparkman
Stafford
Stennis

Stevens
Stevenson
Stone
Smington
Talmadge

Tunney

Weicker

Williams
Young
McClure

McGovern

Pastor
Percy
Scott, William L.

So Mr. Helms' amendment was rejected.
Mr. BAYH. Mr. President, I wish to compliment the Senator from
Maine on the fine job he and members of the committee have done in
eparngthe resolution and report which are before us today. I would
like to tae a moment, if I may, to ask the Senator a few questions in
regard to the committee's treatment of spending for law enforcement
and justice.
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I understand that the committee has recommended budget authority
and outlays in this area in addition to what the administration requested. Is that correct?
Mr. MUSKIE. Yes, the Senator is correct. The committee recommends $3.3 billion in budget authority and $3.4 billion in outlays for
law enforcement and justice compared to administration requests of
$3.2 and $3.3 billion.
Mr. BAYR. Does the committee have any recommendation as to
how those funds should be spent?
Mr. MUSKIE. No. It will be up to the various authorizing and appropriating committees and the whole Senate to determine how the
funds shall be spent.
Mr. BAYH. Am I correct in saying, then, that nothing in the report
or resolution would prohibit funding of the juvenile delinquency
prevention program which was enacted last year and which I believe
is so critical in our fight against crime?
Mr. MUSKIES. The Senator from Indiana is absolutely correct.
Mr. BAYH. I thank the Senator.
FIRST SUCH BUDGET CONCURRENT RESOLUTION

Mr. WILLIAMS. Mr. President, the Senate has before it today Senate
Concurrent Resolution 32, the first such concurrent resolution on the
budget of the United States. The preparation of this concurrent
resolution is mandated by the Congressional Budget Act of 1974 and
represents the first exercise under that act of the greatly increased
congressional responsibility in the development and formation of the
budget of the United States.
When the Budget Act was adopted, I was pleased that the Congress
would now assume a higher level of responsibility for the planning and
evaluation of budget priorities, in addition to the actual appropriation
of funds. I have always believed that the Congress must play a role
in both functions in order to be fully effective in the planning and policy
decisions affecting the Nation's priorities. While this body has always
formulated the substance of many new programs which represent, in
the aggregate, the national direction, the priorities to be accorded
these various programs, through the budgeting of funds for their
implementation, has not received the same systematic and thorough
confessional attention.
While the Congress has traditionally controlled the appropriations
process, the initial development of these funding levels -has been left
almost entirely to the executive branch. Because of this control over
the submission of appropriations requests by the executive branch,
Congress role was never fully carried out.

NOT EFFECTIVE EVALUATION METHOD

The appropriations process on the other hand, which has always been
a legislative prerogative, is designed to evaluate the line-item appropriations requests for the various programs involved. It is not an
effective method for evaluating the macroeconomic effects of the
budget. Those decisions must be made prior to the appropriations
process.
It is precisely these decisions on national priorities that we are
making here today as we consider Senate Concurrent Resolution 32.
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I have carefully reviewed the report accompanying Senate Concurrent Resolution 32, and I would like to commend Senator MusKiE,
chairman of the Budget Committee, and the other members of the
committee. It is never easy to plow new ground, and this was the first
opportunity for the Senate Budget Committee, as established by the
Congressional Budget Act, to evaluate the budget priorities of the
national budget for the coming year. The Committee has obviously
taken its task to heart, and the results of their work are evident in
the thoughtful and thorough analysis reflected in the committee's
report.
'But it is not only the Budget Committee which has new and significant responsibilities under the new Budget Act. Each standing committee of the Senate and the House of Representatives must similarly
examine the various programs for which it has responsibility. This
examination must include an evaluation of all existing and anticipated
programs under each committee's jurisdiction, and an evaluation of
the necessary funding levels to be assigned to each. These recommendations are then submitted to the Budget Committee as that committee's
determination of the necessary funding levels to continue these various
programs.
Last fall, after an initial consultation with the members of the Budget
Committee to elicit their views on what they felt would be nee ed
from each committee, I instructed the staff of the Labor and Public
Welfare Committee to begin an immediate evaluation and analysis
of existing programs within the committee's jurisdiction with the view
toward developing a comprehensive financial and budgetary picture
of our multifarious programs. I felt the need to begin this process early,
because the Labor and Public Welfare Committee has responsibility
for the largest number of domestic programs, all of which represent
items of major national significance.
STUDY SHOWS PROGRAMS VITAL FOR ECONOMY

The results of our detailed study contains both an analysis of the
current levels of existing programs in the Departments of HEW and
Labor, and an examination of anticipated new programs and their
recommended funding levels needed to produce minimum results in
these various areas. In this regard, Mr. President, I carefully pointed
out to the Budget Committee that many of the anticipated programs
were vital to stimulate the current stagnant economy and to provide
for a countercyclical force to the current recession.
With respect to these counter-cyclical programs, Mr. President, I
regret that I am disappointed with Senate Concurrent Resolution 32.
The Budget Committee resolution provides only $4.5 billion for
temporary, emergency, job-development programs. I feel that this is
woefully short of the amount that my examination and study has
shown will be needed to develop counter-cyclical employment programs. I simply cannot reconcile the committee's figure of $4.5 billion
in this area of the national priorities with the current state of the
economy.
We are currently facing 8.7 percent unemployment. That means
close to 8 million persons on the unemployment rolls, plus an additional number, certainly more than 1 million more, who are not
technically on the rolls because they have become so discouraged with
the state of their lives that they have stopped looking for work. The
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leading economists throughout the country are predicting that by
summer, this unemployment rate will go even higher-to over 9
percent. The real significance of these figures, however, is the tragedy
in human lives which these conditions produce.
The eroding effects of prolonged unemployment are only partially
understood. But we can certainly understand that when persons are
out of work, not only is their survival jeopardized, but their view of
society is similarly affected. It is self-evident, Mr. President, that a
construction worker, or an auto worker, or any other worker in the
Nation, who has grown up believing in our ethic of hard work as
necessary for national growth and development as well as the key
for personal recognition and success, is going to become quickly
disillusioned as this current crisis continues. The effects on national
morale as large numbers of workers are forced to live on unemployment insurance, part-time work, or welfare is devastating.
ANTIRECESSION PROGRAMS LACK ADEQUATE FUNDING

It is in this regard, Mr. President, that I am most concerned in the
failure of the Budget Committee to provide adequate funding levels
for antirecessionary employment programs. I feel that the elimination
of the current recession is our highest national goal right now and
that Congress must provide whatever funds are needed to achieve
this end. Iam therefore in agreement with the separate views to the
Budget Committee's report submitted by Senators Mondale and
Abourezk. My concern is well stated in the following passage from
their statement:
If additional temporary recovery programs-beyond those allowed under this
resolution-are not adopted, then we must expect unemployment averaging 9
per cent or more for the remainder of this year, and we cannot expect a return to
normal levels of employment and production before the end of this decade.

Accordingly, Mr. President, I have. joined with Senators Mondale,-

HumphroyJaviti, and Schweiker, to propose a necessary amendment
to Senate Concurrent Resolution 32. Our amendment would provide
for $9 billion in outlays and budget authority for temporary, emergency, recession-fighting programs such as additional public-service
jobs, emergency fiscal aid to States and local governments, quickimpact public works health insurance for the unemployed, and other
programs deemed necessary by the authorizing and appropriations
committees, and the Congress as a whole.
$01W

IN IJNE WITH JEC RECOMMENDATIONS

This additional authority could fund at least 1 million jobs. Its
adoption would also bring the budget resolution in line with the Joint
Economic Committee's recommendation that budget strategy be
targeted to produce an unemployment rate no higher than 7 percent
at the end of 1976. Without this added authority, I am skeptical that
such a goal could be achieved, and I am fearful that we may slide
deeper into the grips of this economic downturn.
While our amendment would add $9 billion in outlay and budget
authority, $3 billion would be returned to the Treasury in the form of
higher tax receipts and reduced unemployment compensation payments, due to the increased level of economic activity and productivity
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In addition, the amendment also provides for $2.5 billion in revenues
from tax reforms in areas which do not have an adverse economic
impact.
The additional, temporary outlays contemplated by the amendment
would, given the "ripple effect" that they would have on the economy,
increase
production by at least $25 billion, as reflected not only
in higheroverall
employment,
but in more normal work weeks, higher wages,
and higher profits.

The amendment which we offer contains a triggering mechanism

which would insure that its effects only remain in force only while they
are in fact needed. The authority provided by the amendment would
"trigger-on" only if unemployment averages 8.5 percent for 3 consecutive months prior to the new fiscal year or for 3 consecutive months
after the new fiscal year. It would "trigger-off" if unemployment
averages 5 percent or less for 2 consecutive months during the fiscal
year. The amounts made available by the Budget Committee could
still be available if warranted by the circumstances.
RESOLUTION INADEQUATE FOR CURRENT CRISIS

Mr. President, I would urge a speedy adoption of this amendment
so that we may then move on to the entire budget resolution which I
have already indicated my support for. I would like to stress however,
that without this amendment the resolution is not adequate to meet
our current crisis, and that without this addition, the budget levels
will not be sufficient to achieve the goals established by the Joint
Economic Committee-normal employment levels at 5 percent unemployment and the prospect of a balanced budget by the end of
1978, and the real hope for full employment by the end of the decade.
I would also like to state that yesterday I received a letter from the
President of the AFL-CIO, Mr. George Meany, who has expressed
. his support for -the-proposed- amendment. I -ask- unanimous.consent.
that his letter be printed in the Record, so that my colleagues may
have the benefit of the well-reasoned conclusions developed by Mr.
Meany.
There being no objection, the letter was ordered to be printed in the
Record, as follows:
AMERICAN FEDERATION OF LABOR

AND CONGRESS OFW•aehingkmn,
INDUSTRIAL D.C.,
ORGANIZATION,
April 55, 1975.

Jr.,
Hon. HARRISON A. WILLIAMS,
U.S. Senate,

Washington, D.C.
DEAR SENATOR WILLIAMS: The Senate will be considering S. Con. Res. 32-its
first resolution on the budget-at a time when eight million Americans are unemployed, an additional 1.1 million have given up the search for work in despair,
and another 3.9 million are forced to work part-time because full-time employment

is unavailable.
One out of every seven workers in the Nation is suffering a severe job and income

problem.
Friday, May 2, the Labor Department will release its April unemployment
statistics. Economists differ only on how much higher the jobless rate will go.

Unemployment already is at the highest level since the Depression of the 1930's.
The economy must be turned around. America must be put back to work.

Jobs are the key to our economy. Massive unemployment is the cause of the
present budget crisis. If unemployment was at the same level today that it was
when Richard Nixon took office, there would be a budget surplus right now. For

52-659 0 - 75 - 30
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every one percent drop in unemployment, the treabury gains $16 billion in tax
revenues and reduced social costs.
Unfortunately, S. Con. Res. 32, as reported by the Budget Committee, fails to
provide the stimulus needed to attack this problem. The committee's own projections call for a 7.5 percent jobless rate by December 1976-20 months from now.
This is a totally unacceptable goal, considerably higher than the rate sought by
the Joint Economic Committee.
Senators Mondale, Humphrey, Javits, Williams, and Schweiker are the major
sponsors of an amendment aimed at providing an additional $9 billion for temporary economic recovery programs. Adoption of this amendment would bring the
budget resolution in line with the Joint Economic Committee recommendations.
The AFL-CIO strongly supports the Mondale, Humphrey, Javits, Williams,
and 8chweiker amendment. Its passage is of critical importance if the economy
is to be turned around. A vote ainst the amendment is a vote against millions
of Americans desperately seeking work.
While the AFL-CIO does not believe this amendment goes far enough, it does
provide additional funds-omitted from the Budget Committee report-for
programs such as accelerated public works, public service employment, aid for
local governments, housing, and health insurance for the unemployed. This $9
billion "pot" will permit the authorizing and appropriations committees to
determine the proper program "mix" necessary for quick and effective job creation.
Even when implemented, the amendment would only add $3.5 billion to the
total deficit. Of the $9 billion, $3 billion will be recaptured through increased tax
revenue and reduced social costs while another $2.5 billion can be raised by
prompt enactment of long overdue tax reforms.
When President Ford reluctantly signed the tax cut into law, he pointed to a
chart and said: "This is as far as we can go." He was pointing to the projected
bud et deficit.
Thi AFL-CIO believes that the President was looking at the wrong statistics.
Z
It is up to the Congress to reorder our national priorities-the real purpose of the
Budget Act-by pointing to the unemployment chart and declaring: "This is as
far as we will let it go. We must turn the economy around."
Restoring health to the national economy by putting America back to work
must be the major goal of the 94th Congress. The AFL-CIO considers adoption
of the Mondale, Humphrey, Javits, Williams, and Schwelker amendment to
S. Con Res. 32 to be of critical importance.
Sincerely,
ZRGE-i
i;ii .EIY',-P_
r,4 -e

Mr. HATFIELD. Mr. President, I am pleased that Congress is undertaking the difficult task of setting target ceilings for Federal outlays.
While the process is in reality only a "dress rehearsal" for the more
complete consideration of the budget next year, the process gives us
the opportunity to discuss the direction of Federal spending for the
coming year.
Our consideration of Senate Concurrent Resolution 32 does not include a commitment to the functional components of the budget.
Nevertheless, those who advocate increases or decreases in the committee figures certainly have in mind the general areas of the budget
in need of adjustment. It is important to note in this connection,
that $63 billion of the total $92 billion of "controllable" items in the
fiscal year 1976 budget are in the defense areas. Some including myself
have recognized this and are prepared to make very substantial cuts
in defense, but others have been unwilling to examine this section of
the budget.
ACCELERATE JOB-PRODUCING PROGRAM FUNDING

Let us not oversimplify the issue. We are not choosing between jobs
and deficits. Once the target amounts are established and further
reviewed in September, we have the utmost flexibility in allocating
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the funds within the ceilings. I am sympathetic with those who wish
to set the target figures at a level which allows responding to the
problem of joblessness. I think this can be done by trading some
defense spending for more urgent job-producing programs such as
accelerating public works projects.
I am voting for the amendments to the budget resolutions which
will make reasonable reductions in the ceiling on outlays, for I am
convinced that the strength of the economy requires a more sensible
on our annual deficit. Certainly, we can find economists who
argue that we can spend our way out of a recession. But we are still
left with the staggering cost of servicing our national debt. We still
must deal with our people who see their taxes going up, their consumer
prices rising and little hope of improvement. It is too much to hope
that we can balance the budget for 1 year, for the bulk of the public
debt has accumulated during three decades of military adventures.
iBut we can say "no" to those who would expand our budget indefnitely without dealing with the excessively large defense budget.

Limit

VETERANS AND THE BUDGET-A CORRECTION

Mr. CRANSTON. Mr. President, during debate in the Budget Committee I offered a motion to establish the functional category total
for function 700, veterans benefits and services. The amount I proposed and which the committee adopted was $16.9 billion for outlays
and $17.6 billion for budget authority. The amounts agreed to were
based upon specific recommendations submitted by the Committee on
Veterans' Affairs, on which I am privileged to serve under the leadership of the Senator from Indiana (Mr. Hartke), in its March 15, 1975
report-toý the Budget Committee -p•tTsuiat to-Ith-Congr-essioa.
Budget Act.
During the discussion in the Budget Committee, I pointed out that
certain assumptions which had been made by the Budget Committee
in the other body as to amounts included in the President's adjusted
budget request of March 12, 1975, seemed to be err6ileous in li ht of
the amounts specifically requested to be appropriated for each VA
budget item as set forth in the appendix to the budget of the United
States submitted by the President in justification of his fiscal year
1976 budget.
Unfortunately, this led me to conclude that the total amounts requested by the administration in function 700, as shown on age 144
of the President's budget-$15.6 billion in outlays and $16.2 billion in
budget authority-di& not assume the enactment of certain legislation
which the President had indicated his intention to propose.
REPEAL DELIMITING PERIOD FOR READJUSTMENT BENEFITS

Specifically, it was my assumption, which the committee in its
deliberations adopted, that these amounts did not include a subtraction of $600 million which would result from repeal of the 2-year
extension of the delimiting period for readjustment benefits under the
GI bill-an extension voted almost unanimously by the Congress less
than a year ago--or a subtraction of $122 million which would be occasioned by the enactment of legislation requiring reimbursements to
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the VA by private medical insurers for care provided to insured veterans by the VA-a proposal made unsuccessfully by the administration each year since 1970.
My misapprehension in this regard rose in part from two footnotes
on pages 16 and 17 of the "Budget in Brief" pu listed by the Veterans'
Administration which specifically show that the budget authority
included in the appropriation justification "excludes" the proposed
readjustment benefits and medical care legislation I have just described.
Thus, Mr. President, on my recommendation in making my motion
for the outlay and budget authority amounts for function 700, the
Budget Committee specifically did not add to the President's adjusted
budget request figures-March 12, 1975-this $700 million connected
with the enactment of these two legislative proposals. I see now that
this was an error, and I point this out, Mr. President, so that when
we go to conference with the House Budget Committee, it will be clear
that such a misunderstanding occurred and that the actual outlay and
budget authority figures which the Senate committee agree to for
function 700 were in fact understated by $700 million in eich case.
Mr. President, I have requested a letter from the Deputy Director
of the Office of Management and Budget, Mr. Paul O'Neill to state
specifically that these amounts were indeed subtracted in arriving at
the figures which were used for purposes of reaching total budget
authority; outlays, anddeflcit-filures for the President's budget-. -I should also note, at this point, Mr. President, that the discussion
on pages 87 and 88 of the Senate committee report-No. 94-77 -othe.
-~~ltttIat_1iiýe'
re ivrent's budget
functIon, 7O0
assumes enactment of this legislation. That report is correct in that
regard, but in fact does not accurately reflect the understanding of
the committee at the time of its agreeing to the specific numbers and
justification I proposed for function 700.
CONSIDER TOTAL REQUESTED FOR FUNCTIONAL CATEGORY

Finally, Mr. President, I think that in the future the1 Budget Committee must give serious consideration to using as a base figure the total
of the amounts which the President has actually requested to be appropriated in a particular functional category-which in the case of
function 700 is some $722 million greater than the outlay and budget
authority amounts shown in the President's budget on page 144rather than some highly conjectural and fictitious amount which
assumes enactment of legislation and, therefore, does not reflect
government obligations under existing statutory provisions and
programs. U R
.Mr. ABO EZK. Mr. President, a good deal has already been said
about the significance of the resolution before us, and I certainly want

to endorse those sentiments. Enactment last year of the Congressional
Budget Act was a reform of tremendous potential importance to the
Congress and the country.
Recognizing that we began the year with a committee only partially
at all; that we are
staffed, and with no Congressional Budget Office
working out, as we go along, the nuts and-bolts of a whole new process;
that we faced-as we will every year-an extremely tight mandatory
schedule; and that the Nation's economy was, and is, in its most
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critical condition in decades; it is certainly an achievement that we are
here at all, much less still within the time frae that the act calls for.
But, if it is true, as has been said, that we have managed to get
farther in this first year's implementation of the new budget process
than any of us had a right to expect, the obverse to that is that we still
have a very long way to go if we are to fulfill the real potential which
is implicit in the Congressional Budget Act.
REPORTED DEsPITE PRSERVATIONS

It is no secret that many of us on the committee voted to report this
resolution despite some reservations about the numbers it contains,
and the shape of the budget recommendations which are a part of the
report. I do not want to exaggerate those reservations. No budget can
please all o"us, or completely satisfy even a majority of us-any more
than is the case with other pieces of legislation. But I think it is important to express some of those reservations-particularly where they
are linked with the limitations that operated on the process this year.
I think it is impcrtant that we keep the accomplishment in bringing
this resolution to the floor in some kind of perspective.
The most impcrtant limitation on what we are able to accomplish
this year is the fect that the resolution before us deals only with the
final totals, and not-as it will in future years-with the functional
. c•ornpone•rA which make up that total. While I understand the reasons
for the Irore limite i approach i thisfliS • year • Miplmet~t1oU-;
I also feel that we s iould recognize that this deprives the full Senate

6foiioi dfi96fiii6if@dlii~iietffid re"spoinsibilitieg idojlstipiiiitl%'e-iimiiýd

the Congressional B1Ideet Act.

If there is one I hrase which is the most used in connection with the
new congressional budget process, I suppose that phrase would be
"a debate on pri ri .ies." Indeed, the whole point of the process, it
seems to me, is to foster that kind of debate, and to allow the Congress

to make its autho izing and appropriating decisions within the frame-

work of a prior dec.siin on priorities.

MACROTOTALS BARS DEBATING PRIORITIES

The fact that we are here, dealing with a resolution confined to
so-called macrototals, means that the Senate is effectively barred from
debating priorities this year. We can only agree or disagree with the
"bottom line"-with the overall fiscal policy that seems to be reflected
there-and I want to return to that aspect of the matter a little later.
It is true that within the committee we made decisions on spending
targets for the individual functions of the budget. But there seems to
be no way in which the full Senate can evaluate those individual
decisions and either ratify or modify them. And that is a shortcoming
of this year's implementation that Ithink we need to keep in mind.
Even in the committee, I feel that we missed the opportunity to
-move more decisively on a reordering of national priorities. As is
eloquently set forth in the separate views expressed by the Senator
from California and with which I concurred, this failure is most glaring
in the field of national defense, where it seems to me that the committee continues a policy of trimming the Pentagon's request just
enough to salve our consciences, without facing the basic issues underlying that request.
If the tragedy ýof Vietnam has taught us anything, it should have
taught us that the attempt at Pax Americana is an exercise in arro-

462
gance-that the writ of the United States need not and should not
run in every comer of the globe where there happens ý,o be a dictator
who wants our support for his brand of anticommunism. I believe
that the American people recognize that. But our defense budget does
not. And the modest cuts which our report recommends serve oDly to
defer the issue because we failed to make any real priority decision
on the Pentagon's insatiable desire for new weapons systems-like
B-1, SAM-D, AWACS, and the rest.
REORDERING OF DEFENSE PRIORITIES

Deferring a decision on reordering the national security budget
priorities only increases the odds against that reordering next year
and the year after. The research and development of the major new
weapons systems that symbolize our old priorities have a momentum
all their own-as the Defense Department and its contractors are only
too well aware. That momentum is certainly in no danger from the
paltry 3-percent cut in defense spending requests that our committee
voted for. In fact, there is only a cut in requests, not in this year's
level of spending.
Given the fact that the size of the prospective deficit dominated
the discussion and the decisions in our committee, our unwillingness
to consider major reductions in defense spending left us-in-myivew.-..
..- very little room-for reordering any"other pri•ritis__.Inntermsof domesproposed budget would h~temeant
tic programs, the iPresident's
................. spendingleel-i
lly.every
functional category below our best
estimate of the current services level-present program levels adjusted
for inflation. The recommendations of our committee in its report are
certainly superior to that. But we were able to assume increases-in
real terms-in only four functional categories and in two of those most
of the increase is accounted for by programs aimed at economic recovery-primarily public service job programs.
In short, the job of reordering priorities has to be done as a whole,
and we made only a minimal beginning on that job in this year's
committee actions. More importantly, the limitations under which
we are operating mean that the full Senate cannot register its opinion
on even that minimal beginning.
I want to also express some concern about the basic fiscal policy
represented by our resolution-a concern which I have expressed
earlier in joint separate views with the Senator from Minnesota.
HARDSHIP FOR MILLIONS

The American economy is in its worst slide since the days of the
Great Depression. Unemployment is at its highest levels in more than
three decades and the peak is still to come. It is impossible to be sanguine about the prospects for an early recovery much less a strong
one. The present situation means hardship for millions of people. It
means a tremendous loss in potential goods and services for the economy as a whole. And it means that the Federal budget facet a deficit
of a size proportionate to the severity of the economic decline.
Now, every economist who came before our committee-includimg
administration spokesmen from whom the chairman had to pull the
admission as if he were pulling an impacted molar-conceded that
there are limits to what can be done about reducing the deficit in the
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current economic situation. They conceded that too restrictive a budget could have adverse economic effects and that those adverse effects
could mean a continuation of the recession, if not worse. Continued
recession means continued deficits. That means more red ink in the
long run. A budget that serves to turn the economy around can mean
a bigger deficit in the short-run but less deficit over all.
BELOW PREIMENT•SS REQUEST

.

Only a minority of the committee explicitly rejected this general
analysis, but the fiscal policy implications of the total spending target
which the majority determined can only be described as a rather restrictive one. Our $388 billion in new budget authority is below the
President's request when the two figures are put on a comparable
basis by using the same estimates for offsetting receipts from oil leases.
Our $365 billion in projected outlays is below present program levels
adjusted for inflation.
Indeed, the deficit we are anticipating is only a little larger than
that being projected by the President-again, after putting the figures
on as comparable a basis as possible. More to the point, both "his"
deficit and our are almost _toaly
vhoiudZIoiabkeostoLthe.__
.-.
n-do
wnAi'turn. On a fu1 employment" basis, we could expect
$53 billion more in Federal revenues than are anticipated in this first
concurrent.resolution and we--would have roughly,$15 billion-less in
unemployment compensation and related recession costs to pay. In
other words, the budget we are recommending is nearly a balanced
one on a full employment basis, and the President's would be slightly
in surplus.
It seems to me that there is real question as to whether the stimulus
in such a budget will be enough to turn the economy around. If it is
noti the deficits the Federal Government faces in the future will far
exceed that which the majority of our committee is trying to avoid
now. More importantly; the deficits the economy will continue to
suffer-in people and resources idled, and in gross national product
lost forever, will dwarf the government's deficits both now and then.
BASIS TO BUILD ON

-,

Having expressed these concerns about the budget process this
year and about the resolution which it has produced, I would like to
end on a positive note. Our experience this year gives us a basis to
build on. The less restrictive situation next year will permit us to do so.
When the administration sends up the required "Current Services
Budget for Fiscal Year 1977" less than 7 months from now, the
congressional budget process can begin its first year of full operation.
That submission will give us a "baseline" budget to work from. It is
my hope that we will use that baseline to begin the development of
our own budget priorities without waiting for the President to indicate
his. If we do that, it seems to me that we will be in a position to give
the priorities debate the attention it must have if this new process is
to reflect basic reform.
Mr. T-AF. Mr. President, I support a budget resolution allowing for
a deficit at the approximate level of the Budget Committee proposal
of $67,200,000,000.
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While a deficit in that range is alarming, and I hoped it could be
lower, I feel it is the most realistic possibility in view of the need to
combat the worst recession in four decades. The attempts to balance
the budget with increased taxes in the early 1930's should serve as a
reminder to us all. Incomes dropped, profits dropped, the depression
worsened and the budget remained out of balance.
REDUCED ECONOMIC ACTIVITY CAUSE OF DEFICIT

Rather than an "excess spending" deficit primarily resulting from
increased programs, over $50 billion of the projected fiscal 1976
deficit will result from taxes not collected due to reduced economic
activity. The economy presently is operating more than $200 billion
below capacity level. In this situation, the proposed level of spending
seems needed to sustain economic activity and support those Hipacted.
The Government's failure to do so may lead to even greater future
deficits through reduced tax collections. Moreover, in initiating the
Budget Committee procedure it is important to be realistic, and to shun
the temptation to take an attractive political stance with a far lower
figure than cannot and will not be achieved.
Most economists seem to agree that reduced private borrowing
due to the recession will leave room for that large a deficit to be
financed without undue credit market strains. The decreasinginterestrates and rate of inflation appear to back that conclusion. Thus, the
real threat of inflation comes not from the present budget deficit
level, but from the possibility of deficits remaining too large once the
economic recovery gains steam and private spending and-borrowing
rises. If that happens, private borrowers could be "crowded out" by
the Government, pressures to greatly increase money supply would
be heavy, interest rates could rise and inflation could be rekindled. I
believe that situation can be avoided, but only if Congress supports
recovery programs designed to be temporary and exercises restraint
on any permanent expansions of Government. When the turn around
is accomplished, it Will be vital for the Congress to act swiftly and
courageously to assure the budget restraint and level of revenues
needed to achieve a balanced budget.
TOP ECONOMISTS TELL JEC FEDERAL PEFICIT WOULD "CROWD
PRIVATE CAPITAL REQUIREMENTS

-,•

OUT"

Mr. HUMPHREY. Mr. President there has been a great deal of
controversy in recent weeks over tle effect of a large Federal budget
deficit on the private credit market. Questions have been raised as to
whether or not the Government's need to borrow large amounts of
money will use up so much of the available money that there will not
be enough left to meet the borrowing needs of the private sector.
The issue we face is the grave fear expressed by Treasury Secretary
William Simon and Federal Reserve Chairman Arthur Burns that big
budget deficits will impede recovery by "crowding out" private borrowers and raising intei'est rates.
As the Senate considers the congressional budget resolution, the
answers to the crowding out questions are crucial to wise decisions.

0
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Therefore, last week the Joint Economic Committee, which I chair
explored the budget deficit question in depth with three of the Nation's leading experts on this matter.
These three prominent economists, Andrew Brimmer of Harvard
University, formerly a member of the Federal Reserve Board, Franco
Modigliani of the Massachusetts Institute of Technology, and President of the American Economic Association, and James Tobin of Yale
0 University, all agreed in their testimony that the administration's
Concern
about the impact of such large deficits on financial markets is
unwarranted and far out of proportion to the magnitude of the potential problem.
FEDERAL DEMANDS CROWD OUT PRIVATE BORROWERS

Citing the decline in private borrowing which normally accompanies
a recession, they said they do not expect Federal credit demands to
"crowd out" private borrowers or lead to rising interest rates.
They also agree that the pronouncements of the Federal Reserve
and the Treasury exaggerate the risk of inflation and that their
policies threaten to smother the economy's recovery from recession.
Treasury Secretary Simon has stated that financial markets cannot
finance the Federal" deficit and at the same time meet the needs of
private borrowers. He has said that large Federal deficits will result in
"crowding out" and rising interest rates.
Dr. James Tobin told tle JEC that:
There is no significant financial problem of crowding out, unless there is a
problem of shortage of labor and capacity to produce goods and services. We are
not in that situation now.

Dr. Tobin went on to indicate that:
Applying the principles that are appropriate for full employment or full capacity
situations to a situation of immense slack in excess capacity and unemployment
that we have now is really a disastrous misunderstanding of the situation.

Dr. Brimmer told the committee that:
This concern about "crowding out" other borrowers should be given far less
weight than it is apparently getting. It overlooks the fact that several of the strong
demands for funds recorded last year will moderate significantly in 1975.

Dr. Modigliani told the committee that:
I would say there will be no "crowding out", unless the Federal Reserve adopts a
policy which makes the recovery impossible. Provided the Federal Reserve
accommodates the economy, there will be no "crowding out".

Mr. President, I am very concerned about the way in which the
Fed and Treasury are using the words "crowding out." They have
created a fear and forboding much greater than warranted, according
to most of the experts that I have been able to question on the subject. I fear that the present exaggerations of the seriousness of the
demands on our money markets is becoming a self-fulfilling prophecy.
DEnCrr cAUSD BY FALL-OFF OF ECEIPTS

We must all understand that the deficit is arising not from some
tremendous expansion in Government spending, but from the fall-off
in receipts caused by the recession. Federal borrowing is simply
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Maln the vacuum created by the sharp drop in private credit demands. This is an essential role, if we are to restore economic growth
and create jobs. As recovery gets underway, private credit demands
will pick up. But, Federal borrowing needs will, at the same time,
fall off.
Mr. President, because of the seriousness of the problem of financing
the Federal deficit, and the urgency of providing informed expert
testimony on this issue to all Members of the Senate at this moment,
I ask unanimous consent that the testimony of Dr. Andrew F. Brimmer, on April 24, 1975 before the Joint Economic Committee be
printed at this point in the RECORD. When available, I will also provide a transcript of the oral testimonies of Drs. Tobin and Modighani.
I also ask unanimous consent that an excellent article from the
April 24th, 1975 issue of the Wall Street Journal entitled, "A Global
View of 'Crowding Out' "and written by William C. Cates be printed
at this point in the Record. Mr. Cates points out that one aspect of
the "crowding out" problem that apparently is not being taken into
account by either the Fed or the Treasury is the likelihood that funds
will flow from overseas to help fill our Nation's capital requirements.
There being no objection, the material was -ordered to-be printed
in the RECORD, as follows:
MONETARY POLICY AND DEBT FINANCING
(By Andrew F. Brimmer)
I. INTRODUCTION

I am delighted to respond to this Committee's invitation to give my views on
"Financing the Deficit." Specifically, I was asked to address myself to the following questions:
1. Can the financial markets handle Federal deficits of $45 to $50 billion in
fiscal 1975 and approximately $75 billion in fiscal 1976 without seriously interfering with private demands for credit or forcing interest rates to levels which
will prevent an economic recovery?
2. Faced with the inevitability of very large deficits in the current quarter and
for the next several quarters, what is the most appropriate monetary policy for the
Federal Reserve to pursue? Is present policy adequately accommodative?
3. Do [I] feel that the Treasury should restrict itself to short-term borrowing
during this period in which business demand for credit is so heavily concentrated
in the bond market and the interest rate spread between long- and short-term
rates is so large?
I will respond to each of these questions. In Section II of this statement, rospective competition for funds in the capital market is assessed. In Section IA, I
examine the role of the Federal Reserve in Federal Government debt financing
during the last two decades. The Treasury's approach to debt management in
recent months is commented on in Section IV. In Section V, the recent trend of
Federal Reserve monetary policy is appraised. Finally in Section VI, I give my
views on the appropriate course for monetary policy during the remainder of this
year.
II. PROSPECTIVE COMPETITION FOR FUNDS

As noted above, the inordinate amount of concern that has been generated over
the uncertain impact of prospective Federal Government borrowing on the capital
markets in 1975 and 1976 is unwarranted. A number of observers have tried to
lace the greatly enlarged borrowing in proper perspective, but evidently they have
ad little success.
Official estimates of the Federal Government's budget deficit during fiscal year
1975 (ending next June 30) are still undergoing revision, but they cluster in the
neighborhood of $45 billion. The deficit for fiscal year 1976 (beginning next July 1)
may be as high as $80 billion.' It should be noted that these estimates do not take
1 These

estimates were stated publicly by Seesetary of the Treasury William Simon on
March 17, 1975.
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into account the impact of the President's energy program-which is still being
debated in Congress. Nor do they allow for the fact that Congress is likely to make
permanent some of the one-year tax reductions included in the tax bill signed by
the President last month.
The factors underlying the ballooning deficit are widely recognized-and,
hopefully, understood. At this juncture, the Federal Government is expecting
to spend about $324 billion in FY 1975, and receipts are anticipated at $279
billion-yielding the estimated deficit of $45 billion. In FY 1976, spending is
expected to climb to $372 billion while receipts may advance to $297 billionyielding a deficit of $75 billion. The explanation of the widening gap between
S
Federal Government receipts and outlays is straightforward: the rapidly deteriorating economy has necessitated a sharp rise in spending to cushion the effects
of growing unemployment while declining economic activity is a drag on Government revenues. The $22.8 billion tax cut (which Congress wisely enacted as a
stimulus to economic activity) will add to the deficit in the first round.
To finance these deficits, the U.S. Treasury may have to tap the capital market
for as much as $125 billion in FY 1975 and 1976. The specific timing of this
borrowing (as well as the specific amount) remains uncertain, but it is clear that
the Treasury will have to borrow almost continously. It should be recalled that
in FY 1974, the Treasury had net borrowings of $3%billion. In the first half of
the current fiscal year (last half of calendar 1974), net borrowing totaled about
$11 billion. As of now it appears that the Treasury will have to raise approxi-.
mately $33 billion net-of refu'igi°diifingthifirst si -montl, c4Calendar year
1975. Net borrowing requirements for the last six months of this calendar year
may approach $40 billion.
The prospect of greatly enlarged borrowing by the Treasury has given rise
to a fear that private borrowers and State and local governments will be "crowded
out" of the capital market. In the process, it is argued, the down trend in interest
rates will be halted; savings institutions will have difficulty competing for funds
and the revival of housing starts (which now look uncertain in any case) will
be aborted.
This concern about "crowding out" other borrowers should be given far less
weight than it is apparently getting. It overlooks the fact that several of the strong
demands for funds recorded last year will moderate significantly during 1975.
A number of imponderables (including Federal Government borrowing) make
it difficult to construct a detailed forecast of sources and uses of funds for the
current year. However, the efforts which have been made suggest that one should
expect the demand for money and capital market accommodation by borrowers
other than the Federal Government to place little or no strain on the ability of
these markets to perform. For example, one forecast prepared early in February,'
estimates that total funds to be raised in 1975 may amount to about $163 billion,
a decrease of $9 billion from the year earlier total. Last year, the total declined
by $13 billion compared with the 1973 volume.
(If this forecast were being made today, it would undoubtedly be revised.
However, the main reason for the revision would be the greatly enlarged volume
of Federal Government borrowing. The private demands for funds (aside from
corporate bond financing) probably would have to be changed very little.)
Among the major borrowers, the business sector is expected to shave appreciably
its demands for external financing. Business net claims on the capital market may
amount to $72 billion this year-a drop of $27 billion from the 1973 level. In
particular, the need to finance a large overhang of unwanted inventories will be
greatly lessened, and many businesses will be able to economize on cash requirements as output and sales fall off. Reflecting these developments, the net increase
in business loans in 1975 may come to roughly $12 billion compared with a rise
of $34 billion last year. Viewed in terms of the impact of such borrowing in the
money market, this represents a $22 billion lessening in business demand for
funds. (In passing, it should be noted that the contra-seasonal decline of about
$5.6 billion in business loans at the nation's commercial banks in January-March
period suggests that the moderation in demand is already well underway.) Moreover, the volume of commercial paper outstanding may rise by about $10 billion
in 1975-in contrast to a gain of $17 billon last year.
On the other hand, corporations will undoubtedly attempt to raise a larger
volume of funds in 1975 through the sale of bonds in the capital market than they
were able to obtain last year. In the Salomon estimate, flotations may amount to
$31 billion this year vs. $25 billion in 1974. However, in light of the heavy corporate bond flotations thus far (a record $4.6 billion was issued in March alone),
'Salamon Brothers, "Supply and Demand for Credit In 1975," February 10, 1975.
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the total may amount to as much as $36 billion in 1975-a gain of $11 billion; or
roughly the same as the $12 billion increase registered in 1974. Business-type
real estate mortgages may rise by $19 billion in 1975-thus registering another
year of decline in their share of total credit flows.
The continued pressure on corporations to raise external funds during 1975 can
be traced in part to an expected sharp reversal in corporate profits. Before allowing
for taxes andinventory valuation adjustment (IVA), corporate profits might total
$79 billion in 1975 vs. $110 billion in 1974. However, after adjusting for IVA, and
adding repatriated foreign profits and depreciation-and after subtracting Federal
tax payments and dividends-corporate cash flow from internal sources may
amount to $88.8 billion in 1975 vs. $81.4 billion in 1974. But with total corporate
sources projected to decline to $140.8 billion in 1975 from $163.5 billion in 1974,
internal sources may represent 60 percent of the total this year compared with 54
percent a year ago. Even so, the proportion of total funds raised internally would
barely be restored to the 1969 ratio. Thus, the need to help reserve the deterioration in corporate liquidity that has been underway for the last five years is another
reason why a liberal monetary policy is desirable for the rest of this year.
The household sector may raise about $32 billion in 1975-a-decrease of $10
billion from the 1973 level-which also saw a sharp decline in the net amount
raised. The rise in consumer credit in. 1974 (partly a reflection -thesharp-decline
in automobile sales but also partly a reflection of sluggishness in consumer spending generally) amounted to only $10 billion; this was less than half of the $23 billion
rise posted a year earlier. In the current year, the increase may amount to $4
billion. Residential mortgages may climb by $26 billion in 1975. However, this
amount would be $4 billion less than that recorded in 1974-which in turn was
$15 billion below that for 1973. State and local governments may raise about $15
billion, virtually the same as the $16 billion raised in 1974. In addition, Federal
Government credit agencies (particularly those devoted to the raising of funds to
be rechanneled into home financing) may have net borrowings of $10 billion this
year vs. $20 billion recorded a year earlier. Finally, the volume of foreign bonds
outstanding in the United States may expand by $3 billion in 1975 vs. $2 billion in
1974.
OUTLOOK FOB NONDANK INVESTING INSTITUTIONS

w

-

With respect to sources of funds, the crucial factor for 1975 is the outlook for
nonbank investing institutions. In 1974, these institutions as a group supplied
57 per cent of the total funds raised-vs. 61 per cent in 1973. Specifically, in
1974, savings and loan associations (S & L's) supplied about $23 billion to the
market-virtually all of which went to home buyers. This was roughly $6 billion
less than they supplied in 1973. For mutual savings banks, the figures were $2.7
billion vs. $5.3 billion. For 1975, it appears that S & L's may advance net about
$27 billion and mutual savings banks about $6.6 billion.
In the case of commercial banks, net lending in 1975 may approximate $65
million vs. $54 billion recorded last year. If this volume materializes, it would
represent a gain of $11 billion-in contrast to a shrinkage of $24 billion in net
credit extension in 1974 compared to the 1973 level (which amounted to $78
billion). Life insurance companies and noninsured corporate pension funds may also
have slightly more funds available in 1975 than was the case last year. On the
other hand, State and local government retirement funds may expand their net
lending to a lesser degree than they did in 1974. Federal ending agencies (partly
reflecting the improved position of S & L's) will probably advance a much smaller
volume of funds in 1975 than they did a year earlier. Nonfinancial corporations
may also cut back appreciably the amount of credit extended (perhaps to $3
billion vs. $9 billion) as the backlog of receivables is worked down.
Real estate investment trusts (REITS) may continue to provide a declining volume
of net financing of properties as they continue to struggle with their own liquidity
problems. Mutual funds and fire and casualty companies may also expand slightly
the volume of funds supplied to the market on a net basis. Foreign investors
(especially the owners of petroleum revenues) may lift their net supply of funds
to the United States capital market by $3.5 billion, raising the level to $10.5
billion in 1975 vs. $7.0 billion last year. In 1973, the figure was only $2 billion.
Finally, individual investors may cut back significantly on the net volume of funds
supplied to the money and capital markets directly. As market yields decline,
they will most likely find more attractive the interest rates (along with greater
liquidity and in some cases safety as well) offered by savings institutions. Reflecting this expected behavior, individuals may supply about $20 billion to the
money and capital markets in 1975 vs. $39 billion supplied in 1974. In 1973, the
figure came to $25 billion.
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But, In the projected flow of funds, the most dramatic change is the greatly
stepped-up borrowing by the Federal Government during the current year.
In the projection outlined above, it was estimated that the Federal Government
(excluding Federal credit agencies) would raise net about $41 billion in calendar
year 1975. This represents an increase of $30 billion from the 1974 level. In 1k973,
Federal net borrowing declined by $2 billion. These projections were made after
the drastic upward revision of official estimates of the Federal budget deficit.
Yet, given the uncertain outlook with respect to spending, net Federal Government borrowing might be raised appreciably to the neighborhood of $70 billion
in calendar 1975.
III. THE FEDERAL RESERVE AND DEBT FINANCING: THE RECORD

Given the very large increase in the Federal Government deficit over the next
two years, It is clear that the Federal Reserve System will have to acquire a fairly
large proportion of the net increase in the public debt in the secondary market.
The record of Federal Reserve behavior in previous years during which Federal
Government borrowing rose appreciably should lead both Congress and thepublic
to expect the System to do just that. For the purpose of these hearings, I have
drawn together selected statistics on Federal Government borrowing, changes in
Federal Reserve ownership of Government securities, the money stock, and shortterm interest rates.
Several points stand out In these data: On the average, during each of the last
three post-World War II recessions, the Federal Reserve has absorbed roughly
one-fifth to two-fifths of the increase in Federal Government net borrowing from
the public.' For example, in 1958, the Federal Reserve's share in net borrowings
was 27 percent; in 1961 and 1962, the proportions were 22 percent and 30 percent,
respectively. Although 1967 was not a full-blown recession year, the economic
slowdown during the first quarter of that year did produce a substantially
enlarged Federal budget deficit and much higher Government borrowing from the
public. In that year, the Federal Reserve absorbed about three-fifths of the net
rise in the national debt. In 1970 and 1971, the Federal budget registered extremely
large deficits and the Federal Reserve's share of net borrowing by the Treasury
was two-fifths and one-third, respectively.
These data also suggest that the Federal Reserve plays a vital intermediary
role between the Federal Government and private credit markets. By definition,
the larger the proportion of an increase in the debt which the Federal Reserve
absorbs the smaller is the share which must be raised in private credit markets.
When the debt has grown substantially--and as the Treasury has been forced
to compete with private borrowers-interest rates have risen noticeably, and the
growth rate of the money supply has slackened. This tendency is clear whether
one traces the relationship by reference to the narrowly defined money stock
(MI) or the more broadly based measure (Mg). It also holds for both the Federal
funds rate and the yields on three-month Treasury bills.
Let me repeat, these figures are suggestive rather than definitive. A much more
detailed and systematic analysis would need to be undertaken before the relationship among Federal Government borrowing, Federal Reserve support, and money
and interest rates can be established with greater certainty. However, the general
outline sketched here does lead to a clear task for the Federal Reserve: Unless
the System is prepared to absorb a sizable share of the net rise in the Federal
debt in 1975 (not necessarily as large a proportion as in 1970 and 1971-when the
fraction averaged just under 40 percent), an unduly large percentage of the
borrowing by the Government will have to come out of household savings. Such a
course would assure that the recession--despite the stimulus of the tag cut
enacted by the Congress earlier this year-would drag on through most of this
year-with a concomitant waste of the nation's human and material resources.
IV. THE U.S. TREASURY AND DEBT MANAGEMENT

Given the size of Federal borrowing that must be undertaken, it is clear that
the Treasury must finance the vast bulk of the debt in the short-term money
market. It is clearly doing this-for the most part. Yet, on one or two occasions
(and above all in light of what Treasury officials are saying), the Treasury's
venture into the long-term capital market has exerted unnecessary and disruptive
0

Bince these data are on a calendar year basis, they do not coincide precisely with the
S

reference dates for recession and recovery as defined by the National Bureau of Economic
Research.
/
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pressure in the securities markets. The outstanding example occurred late last
month. On the same day that an industrial firm floated $600 million of long-term
corporate bonds (a record for a nonpublic utility issue), the Treasury offered
$1.25 billion of 15-year bonds. The Treasury issue attracted bids of $2.9 billion.
The adverse impact of the Treasury floatation was felt in all sectors of the securities markets. Since the Treasury knew well in advance that the Corporate Calendar
would be extremely crowded it could have tailored its own more expertly.
I am not unfamiliar wtit the Treasury's desire to moderate the persistent
tendency for the debt to become shorter. For example, over the last decade,
the average length of the debt has shrunk steadily-from five years and four
months in 1965 to only three years in 1974. As a matter of fact, in De6ember
last year, the average was down to two years and eleven months. Thus, the
Treasury does feel pressed to check further attrition in the debt's average maturity.
But I would give less weight to this objective than Treasury officials give it.
Unlike some of them (at least according to press reports), I do see a reason why
the Treasury should limit its access to the long-term bond market. The reason is
to lessen pressure on long-term interest rates and thus enhance the opportunity
for the corporate sector to restore its badly depleted liquidity.
I know that the Treasury keeps in close touch with investment bankers as well
as with commercial banks, so it is fully abreast of conditions in the money and
capital market. The Federal Reserve Banks (which act as the Treasury's fiscal
agents) are in even closer toubh with the market. This is especially true of the
Federal Reserve Bank of New York. Nevertheless, I believe that more systematic
consultation by the Treasury (or by the Federal Reserve on Treasury s behalf)
with market participants about the prospective flow of corporate and municipal
securities onto the market would ease the task of timing new issues for everyone.
V. TREND OF FEDERAL RESERVE MONETARY POLICY

va"

Since last October, the Federal Reserve has sought to encourage a more rapid
growth of the monetary aggregates. That objective was spelled out in the Policy
Record of the FOMC's October 1975 meeting and reiterated in subsequent public
statements. The evidence suggests, however, that the System only recently has
been making progress toward this goal.
Even a cursory review of the data leads to a significant conclusion: during the
last two months, the Federal Reserve made some headway in its efforts to accelerate the growth of money and credit-while it had lost ground during the preceding
four months as the economy slipped more deeply into recession. This fact stands
out no matter which reserve, monetary, or credit aggregate is used to trace the
trend of monetary policy.
For example, during the four weeks ending April 16 1975, the average volume
of reserves available to support private deposits (RPD's) rose at a seasonally
adjusted annual rate (SAAR) of 3.6 percent. The same measure shrank at a 16
percent SAAR over the last 16 weeks, and it had been shrinking for nearly a full
year. Nonborrowed reserves (i.e., reserves supplied at the initiative of the Federal
Reserve) grew by 8 percent over the last month. But here, also, in the last three
months, such reserves declined at a SAAR of 18 percent. In the last six months,
the next expansion was only 2.3 percent (SAAR). Federal Reserve credit (perhaps
the best summary measure of the System's net impact on the money and capital
markets) rose at a SAAR of nearly 14 percent in the eight weeks ending April 16.
Here, too, the pace of expansion had lagged noticeably over the preceding four
months-compared with publicly stated Federal Reserve general objectives.
In the case of the monetary aggregates, a similar pattern can be traced. The
narrowly defined money stock (M--demand deposits and currency in the hands
of the public) rose 9 percent (SAAR) in the four weeks ending April 9, 1975. An
increase of 11 percent occurred during the eight-week period; and over the
thirteen-week period there was a net increase of 6 percent (SAAR). Until the
last two months, MThad been actually shrinking. The more broadly based
money stock (Mr--which included M1 plus commercial bank time and savings
deposits other than large-denomination CD's) and commercial bank credit (as
measured by the adjusted bank credit proxy) registered positive gains over the
entire period under review.
Short-term interest rates have fallen significantly since last fall. The decrease
was led by the Federal funds rate-which dropped by over 8% percentage points
since September (from 10.78 percent to about 5% percent on April 21). The Federal Reserve discount rate has been reduced in three steps: from 8.0 percent to
6.25 percent. Other short-term rates show the same profile. The most widely
quoted prime rate (which commercial banks charge their best customers) is in the
neighborhood of 7%i percent at most banks. Since the cost of money to the banks
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(measured roughly by the rates they offer on large denoml.ntion certificates of
deposit (CD's)) is ai proximately 6% percent, they are enjoying a rate spread of
about 1% percent. (Last winter, the spread had been as much as 2% percentthe widest on record).
Long-term rates have fallen also, but the decline has been proportionately far
less. The more modest declines in the long end of the capital market partly
reflect a continuing strong demand for funds by corporations and State andlocal
governments-as well as some borrowing by the Federal Government in this
segment of the market.
Actually, short-term and intermediate-term interest rates have been backing up
in recent weeks. Again, the reason seems to be renewed hesitation on the part of the
Federal Reserve with respect to the proper course of monetary policy. While
Federal Reserve officials say they are committed to the use of monetary policy to
assure economic recovery their actions give the impression of being more tentative. For example, the Federal Reserve discount rate was lowered at roughly fourweek intervals beginning in early, December (when it was reduced to 7.75 percent
from the 8.00 set last July) through early March when the rate was set at 6.25
percent. Now it appears to have come to rest (at least for the time being) at that
level. Moreover, the Federal funds rate seems to have gotten stuck in the neighborhood of 5% percent-where it has been for several weeks. So, while the Federal
Reserve continues to enter the market regularly to supply (or absorb) reserve,
many market participants are getting the impression that the Federal Reserve
has about come to the end of its credit-easing actione as far as the present recesionrecovery phase is concerned.
VI. CONCLUDING OBSERVATIONS

From the foregoing discussion, I reach the following conclusion: Unless tnt
Federal Reserve System acts to prevent it, the competition for funds in the
nation's capital market in 1975 might produce a level and structure of interest
rates that could delay the timing and dampen the vigor of the recovery which
national economic policy is designed to achieve. The assessment of the outlook
presented here assumes that (in addition to a stimulated fiscal policy and the
absence of wage and price controls) the course of monetary policy during 1975' Will
be accommodative. Specifically, it is assumed that, in carrying out this policy, the
Federal Reserve will supply bank reserves in a generous fashion and that open
marl:et operations would be employed aggressively (iLe to make large net purchases of outstanding Federal Government securities). The basic question, however, is whether the Federal Reserve will be vigorous enough in its efforts to expand
the availability-and reduce the costs-of credit in a still depressed economy.
Given the supply and demand for funds outlined above-along with some
improvement in investor expectations in the face of moderation in the rate of
inflation-the monetary policy followed by the Federal Reserve so far may lead
to the following pattern of interest rates. Short-term rates may move down
somewhat further through mid-1975, but the decline may be very slight compared
with levels currently prevailing. The heavy borrowing by the Federal Government
in the short-term market (along with continued sizable needs of the businma
sector) may well limit the magnitude of the reduction in short-term rates. In the
latter part of the year, as the expected economic recovery gets under way-and
particularly after the liquidation of unwanted inventories has been completed
and stocks are being accumulated again-business loan demand is expected to
become stronger. Under those circumstances, renewed upward pressure on shortterm rates should be anticipated.
In the long-term capital market, interest rates may decline moderately below
present levels. These modest reductions will reflect the expected record level of
corporate bond flotations and near-record borrowing by State and local governments. Moreover, interest rates on bonds issued by firms with less than the
highest credit ratings may show little or no decline. Because of the strong inflow
of funds to savings intermediaries-in face of sluggish demand for houses-interest rates on home mortgages may decline somewhat further as the year
unfolds. Corporate bond yields may start climbing again in the closing months of
1976-depending on the timing and strength of the recovery. Finally, toward
the end of,this year, some long-term investors (especially if they fail to note the
large backlog of excess capacity in American industry) may beg;i to worry again
about the prospect of renewed inflation in 1976, and this change in expectations
could also give a boost to long-term rates.
Thus, a fundamental conclusion should be re-emphasized: the Federal Reserve
System will have to expand the volume of bank reserves at a fairly high_ rate
1.k
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through most of 1975--if the credit needs of the economy are to be met. If the
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System fails to do this, the greatly enlarged Federal budget deficits will have to be
financed out of private savings, and private borrowers will be "crowded out"
of the market place. The consequences of such a development must not be underestimated: interest rates would back up; savings intermediaries would mobilize
a smaller volume of funds; the revival of housing starts would be anaemic well
into next year; corporate liquidity will remain strained, and the overall pace of
economic recovery in 1975 would be less sure and more feeble.
Given this prospect, I am personally convinced that the Federal Reserve will
sustain the growth of money and credit at rates close to those currently prevailing.
Moreover, it will have to sustain the higher rates of expansion through most of
the current year. However, the impact would be registered-at least durin
virtually all of 1975--as a stimulus to increased output, and very little would
show up in the form of higher prices. As the year wore on, the increment in prices
relative to the increment in production would become somewhat larger. Yet,
because of the large backlog of excess capacity and the high-and rising-rate of
unemployment there is little likelihood that the provision of a greater volume of
bank reserves by the Federal Reserve System would rekindle underlying inflationary forces during the current year.
A

GLOBAL VIEW OF 'CROWDING OUT'

(By William C. Cates)
Too many economists, pundits and politicians hold their strong views on
American economic problems as if these were national in scope and treatment,
with but an apprehensive backward glance at the "balance of payments."
This parochial outlook has led us to mistakes of forecasting that have been
embarrassing to say the least. Take the 1973 failure to anticipate the domestic
inflation that would be caused by a devalued dollar. Or the 1974 failure to appreciate the impact on world-and therefore American-interest rates from massive
British, French and other national borrowings in the Eurodollar market to finance
oil imports.
If these forecasting fiascos were embarrassing, the narrow domestic calculations
which now appear to underlie our policymaking for 1975 will lead us to nothing
short of tragic disaster. For this year's big national issue is "crowding out," a
slogan for the question: Will the burgeoning demands of the federal government
to finance a $60 billion to $100 billion deficit preempt private industry's credit
needs in the capital markets?
Those who say it will include The Wall Street Journal, in an editorial
on March 13, and Treasury Secretary Simon, the only certified bond expert in
the administration who confidently predicts that long-term interest rates will
not fall below 8S44. Others maintain either that the economy will recover and
stimulate tax revenues to close the predicted deficit or, minus a recovery, that
private savings will rise and private credit demands fall. Whatever the merits of
this debate, it is strictly local and it fails to include what has been happening and
is likely to happen around the globe.
Imagine for a moment that the finance ministers of the industrial nations,
horrified at the Inflation of 1973, had gathered together at the close of that year
to do something about it. Imagine further that they decided to run a collective
budget surplus of $170 billion by imposing an excise tax on all petroleum products.
Imajine still further that they agreed upon an international collection agency to
levy the tax and invest the proceeds at its own discretion in the bonds and bills
of their various governments and in short-term bank deposits.
However much this may strain the imagination, it is what happened, minus the
folderol of a finance minister's meeting. Of course, it was the OPEC oil producers
who decided upon the "tax" and who have since served as a collection and investment agency. On a world scale their cartel ripoff has had the same fiscal effect as
a collective budget surplus of the oil consuming nations in the same amount.
According to the Keynesian textbook, it was bound to produce a world-wide
depression, as it is doing.
NEAT, BUT...

e*

Viewing our problems as usual In purely domestic terms, we tell ourselves that
last calendar year we had a modest budget deficit and that this year we will have
a massive one. Neat but incomplete. Actually, 1974 saw an immense global budget
surplus, with the Arabs as a Super-Treasury Department, and any calculations
regarding the impact of this year s U.S. government deficit must as well be made
globally.
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Current thinking on the money supply is, once again, purely in domestic terms.
Solons Reuss and Proxmire are demanding that Fed Chairman Buns keep M1
marching to a congressional beat, reporting not only his results but his intentions.
But this M, is a domestic figure, whereas the demand for credit that skewed up
interest rates last year started abroad. Probably the supply of money that will
make the difference this year will also come from overseas.
Fears in the financial community, hypoed by the breakfast interviews of Secretary Simon, are that government plus private borrowing will create such credit
demands that the Federal Reserve Board will be obliged to increase the money
supply at a wildly inflationary pace to ensure that all needs are met. By this logic
one can envision the scene as 1975 comes to a close: Government borrowing is at
unprecedented levels; business is picking up and needs credit. Worst of all, mort-

gage money is insufficient for voters to buy houses. M-l, domestically measured,
has been climbing at too modest a rate, and the heat is on Chairman Burns to get
it up. A scenario for inflationary disaster.
Of course, there is one remedy that an omniscient and beneficient Congress can
provide for such woes: credit controls. With the government preempting most of
the credit available, it is only right that the remainder should be reserved for
suitably worthy and vote-getting purposes such as housing and small business.
Speculators, whoever they may be and whatever their speculations, must be
denied access to the remnants of available credit!
Such ideas already have been broached, but, however worthy, they will flounder
on one rock: You can borrow abroad. The speculator who has been denied access
to his friendly local bank need only pick up the telephone to London to get his
loan on about the same terms. The cost of imposing credit controls in the United
States is the total disruption of international financial flows, and we would pay it
at at our peril.
The good old days when we dictated the world's money supply, ended Aug. 15,
1971. Our thinking has yet to adjust. With floating rates we have become just
one other nation, however important, and our economic future lies in tandem
with the rest of the world. Specifically this means that instead of simply forecasting
federal and local government plus domestic private financing, we must look at
the potential credit demands of foreign official agencies and oversee corporations.
many foreign governments no longer have access to the credit markets, and,
with the deepening world depression, overseas corporate demand for credit should
abate. On the supply side one must reckon not only with domestic savings but
with capital accumulation abroad, including the still-massive Arab hoards of
petrodollars. Any strictly domestic estimates of the demand for and supply of
credit-even with an arbitrary assumption that so and so many billions of dollars
will flow in from abroad-is bound to fall wide of the mark.
THE WORLD MONEY SUPPLY

Even more important, particularly when it comes to the make-or-break policies
of the Federal Reserve Board, we must start thinking about the world money
supply, for it is the world money supply that has been impelling and will henceforth impel or inhibit world inflation. The world money supply consists, or practical
purposes, of the money supplies of the U.S., Britain, Japan and those European
countries whose currencies are generally acceptable for trade payments.
A vitally important part of this money pool is the Eurocurrency system,
wherein offshore banks are creating unmonitored money. The only worthwhile
survey of Eurocurrency creation is conducted annually by the Bank for International Settlements in Basel. If policymakers in the U.S. or in any other nation
are to know what they are doing, they must, urgently, get weekly statistics on
the cash and deposit liabilities of offshore Eurocurrency banks. When Chairman
Burns reports to Congress on the money supply, his report should include not just
M
K2,2orbut Eurodollar growth.
W1is is not a plan for regulation of international capitalmarkets. Thoe who have
labored in the stony vineyards of the Capital Markets Committee of the OECD
are aware that such regulation is next to impossible and probably undesirable.
Getting information on the other hand, is feasible and urgently necessary. For
the realty is that the dollar supply includes Euro- and Hong Kong-dolars,
which -a just as green and just as rubbery and most of the time we don't know
how many of these there are.
At some point this year the increase in government demand for credit will
exceed the decrease in private demand. At least this is the thesis of "crowding
out." Then the Federal Rewsrve Board, under congressional observation based
on statistics of purely domestic money supply, will be pushed to print money to
facilitate all comers. The U.S. money supply will soar. Foreign investors will
52-659 0 - 75 - 31
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shy away. The dollar will fall. And interest rates will rise to levels sufficient to
compensate domestic lenders for impending inflation and foreign lenders for their
currency risk-a la Brazil.
There is one alternative: An informed Congress could leave an informed Fed
chairman alone. Calculations of M, (domestic) could already have been combined
with a competent and current survey of the Eurodollar money supply. With
the Fed unpanicked, increasing demand for credit in the United States would
entice funds from abroad, causing the dollar to rise on the exchange markets and
simultaneously filling the gap between savings and borrowing needs.
Which is it to be? The record of the past suggests inflationary chaos. Yet we
need not always be lemmings. All that is required is a little better information,
understanding and communications, plus a little willpower.

Mr. PACKWOOD. Mr. President, I ask unanimous consent that a

report published by Salamon Brothers, entitled "Supply and Demand
for Credit in 1975," be printed in the Record.
There being no objection, the report was ordered to be printed in
the Record, as follows:
TABLE I.-SUMMARY OF SUPPLY AND DEMAND FOR CREDIT
tIn billions of dollars
Amounts
outstand-

Annual net increases inamounts outstanding

Not demand:
Privately held mortgages .....
Corporate bonds ............
State and local securities....
Domestically held foreign
bonds .................

See
table

1969 1970

1971

1972

1973

1974
estimated

II
III
IV

22.7 20.2
13.8 22.8
7.1 14.7

41.7
23.7
21.3

59.0
19.1
12.5

60.0
12.7
14.5

35.4
24.7
15.5

V

Subtotal, long-term, nonFederal ..........................
business loans .................. IX
Consumer loans ............. IX
All other bank loans ......... IX
Open market paper .......... VIII

1.0

.9

Subtotal, Federal ...................

2.2

44.6 58.6 87.6 91.6 882

77.8

18.4
10.4
2.0
12.4
-5.8
8.1

33.5
31.3
15.0
3.1

614.9
273.4
208.3
18.8

1,115.4

7.7
11.2
7.3
-. 1

24.8
19.2
10.1
1.6

38.4
22.9
7.8
8.4

34.3
9.9
2.2
16.9

12. 1
3.5
4.5
9.6

248.8
190.4
72.2
66.9

26.1

55.7

77.5

63.3

29.7

578. 3

5.7

18.9

15.1

9.0

2.8

9.2

2.5
6.0
2.0
2.1

-2.1

10.7

41.0

268.9

21.5

20.0

9.7

101.8

2.3 14.7

21.7

24.3

19.4

30.7

50.7

370.7

Total, net demand for credit .......... 90.1 85.9

135.4

171.6

185.1

171.8

163.3

2,064.4

9.0
30.5
2.6
7.2
3.7

8.9
37.4
3.1
8.8
3.8

5.3
29.3
2.9
9.6
3.5

2.7
23.3
3.2
10.9
3.7

6.6
26.5
3.5
12.5
2.9

99.1
285.6
26.4
194.9
44.9

-1.8

-. 5

2.1

5.4

5.0

43.0
65.2
7.9
16.2

Net supply: I

Mutual savings banks ........
Savings and loan associations.
Credit unions ...............
Life insurance companies ..-.
Fire and casualty companies..
Private noninsured pension
funds ....................
State and local retirement
funds ....................
Open.end mutual funds ......
Real estate investment trusts.

X
X
X
X

X

2.5 3.8
10.1 11.9
1.5 1.5
4.4 4.7
1.6 3.8

X

1.0

2.5

X
X
X

3.7
.9
.9

3.8
.5
2.1

3.7
0
2.5

3.7
0
4.9

3.7
-. 2
4.5

5.7
.9
1.2

6.7
-. 2
.2

Total nonbank investing
institutions ....................... 26.6 34.6

57.4

70.1

60.7

57.0

63.7

783.2

15.6 33.7
8.1 .7
7.4 .8
3.4 -. 5
-. 9 10.3

51.0
4.2
5.2
-1.5
26.4

73.3
10.7
1.3
4.1
9.1

77.6
10.2
5.4
4.5
2.0

53.6
4.9
8.0
2.4
7.0

65.0
1.4
5.7
-3.0
10.5

704.4
89.8
76.6
30.1
71.7

Subtotal ........................... 6.02 79.6
Residual: Individuals and
miscellaneous ............ XII
29.9 6.3

142.7

168.6

160.4

132.9

143.3

1,755.8

-7.3

3.0

24.7

38.9

20.0

308.6

Total, net supply of credit ............ 90.1 85.9

135.4

171.6

185.1

171.8

163.3

2,064.4

Commercial banks I.........
Finance companies ..........
Business corporations .......
State and local governments..
Foreigners ..................

I

1.0

1.0

° 43.2
Subtotal, short-term private.-------12.6

Privately held treasury debt.. VI
Privately held Federal agency
debt ................... VII

.9

1975
Dec.i3t
prelim.
1974
inary estimated

X
X
Xl
XI
XI

Excludes funds for equities, cash, and miscellaneous demands not tabulated above.
IIncludes nonoperating holding and other bank-related companies.

P
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SUMMARY AND CONCLUSIONS
The summary table as well as the supporting tables present our current estimates
for credit flows in 1975. The 1975 estimates do not show all of the potential transaction flows, but rather those we believe will be realized, They are, therefore,
directly comparable with the realized flows shown for 1974 and earlier years.
The following comments summarize our major conclusions and findings for both
the 1974 and the prospective 1975 credit flows.
1974

•

Last year, an estimated $171.8 billion of net new credit demands were satisfied
in the financial markets of the United States. The most burdensome rate of price
inflation in decades simply overwhelmed a substantial real decline in economic
activity generating total credit needs equal to those of 1972 and not too far
below those of 1973, a boom year. Indeed, total demands failed to exceed those
of 1973 only because of a very restrictive stance on the part of the monetary
authorities for the better part of the year.
The unprecedented nature of economic and financial conditions last year
produced rather unusual and dramatic market phenomena, which are to a large
extent reflected in the accompanying credit flow tables. The coupling of worsening
domestic recession and unresponsive price trends against an international backdrop of oil aggravated payment deficits and business and institutional failures,
produced uncertainty and caution among consumers, mounting problems for
business and governmental borrowers and widespread re-appraisals of credit
risk and investment strategy. Moreover, the persistence of a clearly unacceptable
rate of inflation, left the burden of restraint with the Federal Reserve. Monetary
restraint and huge short-term demands combined to produce record levels of
interest rates and sharp reductions in new savings at thrift institutions.
Consumer uncertainty and caution, combined with the effects of disintermediation produced all and more of the decline in net satisfied demands from the record
1973 levels. Excluding direct Federal agency financing, net mortgage formation
declined 41% or nearly $25 billion to $35.4 billion last year. And consumer lending
plummeted 57% to a mere $9.9 billion net. Both mortgage and consumer loans
were at their lowest levels since 1970. These two types of borrowing declined a
total of $38 billion last year, more than off-setting big increases in business and
governmental credit demands.
On the supply side, commercial bank credit expansion declined $24 billion from
the 1973 record to $53.6 billion, accounting for more than all of the totil decline
in credit demands. Partly offsetting the bank credit slowdown was a record $38.9
billion of direct credit market investment by individuals and miscellaneous
investors.
The external financing requirements of non-financial business corporations rose
to a record $75.2 billion despite the economic slowdown (See Table IIIB). Physical
investment requirements continued to rise: plant and equipment expenditures
rose nearly 12% over 1973 levels, due mainly to price increases, and inventory
accumulation approached 1973's steep rise. Moreover, net receivables rose in a
most unusual contraoyclical fashion, most probably reflecting the difficulties
non-corporate customers, experienced in meeting liabilities. Internal cash flow
was virtually unchanged at $88.3 billion because the large aggregate increases in
reported before tax profits reflected inventory valuation increases. Consequently,
corporate cash needs to finance purely operational requirements rose $15.8 billion
to a record $68.7 billion. Even though corporations added relatively little to
financial assets, therefore, total external requirements rose above the 1973 record.
Because of the condition of the equity markets last year (See Table IIIC), corporations were unusually dependent upon debt markets. Net new stock financing
declined to $3.2 billion, including preferreds, the lowest annual volume since 1968.
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Consequently, business corporations raised a record volume of short-term funds
and issued record amounts of both taxable and tax-exempt (pollution control)
bonds. The increase in corporate bank loans about matched 1973's record $31
billion, and issuance of open market paper rose dramatically to a record $4.8
billion. This unfortunately worsened the already unfavorable maturity structure of
corporate debt. The ratio of bonds to short-tern•& bt reached a record low of only
a shade above 1 to 1 as the year ended. As Table lIlA shows, moreover, increasing
emphasis on quality on the part of bond investors resulted in a dramatic increase
last year in the volume of medium-term bond financing; there were months in
which virtually no public utility offerings were long bonds.
The bond market financing of business corporations was supplemented by a large
volume of commercial bank and bank holding company debentures. Moreover, as
the summary table shows foreign bond offerings, especially those of Canadian
issuers, swelled to a record $2.2 billion net.
The record volume of paper financing of non-financial business corporations was
similarly augmented by the very heavy use of paper financing on the part of both
commercial banks and finance companies, although vhtually all of the outstanding
issued by real estate investment trusts was paid down last year (See Table
VII). Moreover, the volume of bankers' acceptances outstanding was doubled in a
single year
As noted above, Federal government market financing increased rapidly, especially towards year-end. Treasury debt financing, net of Federal Reserve System purchases, rose to $10.7 billion compared to a net retirement of $2.1 billion in
1973 (See Table VI). Virtually all of this financing was purchased directly by individual investors.
The precipitous decline in private mortgage financing last year compelled Federal housing agencies moreover, to step up their support of this market. They
acquired an estimated $14.9 billion of mortgages in the secondary market and Federal Home Loan Banks advanced almost $8 billion to savings and loan associations,
financing an equivalent volume of their mortgage acquisitions. Despite this support
and the now mammoth level of repayments on seasoned mortgages, housing starts
plunged further last year to only 1.3 million units (See Table If.
The supply of market credit was decisively affected by two major developments
last year. The first was the monetary authorities' determined return to restraint
early in the year, with concommitant levels of disintermediation. The second was a
wholesale revaluation of the credit worthiness and future prospects for American
business enterprise.
Monetary restraint finally slowed credit growth last year. Bank credit expansion
was actually negative at times, taking seasonals into account, and for the year as a
whole, was the smallest since 1971, despite a record increase in bank issuance of
CDs and paper (See Table X, p. 23). Privately held demand deposits increased
only $2.9 billion compared with $19.4 billion in 1972 and $14 billion in 1973 (when
restraint was obviously less determined). With the notable exception of money
center banks able to compete for short-term funds in the market place monetary
restraint cut much more deeply into loan accommodation than an already low level
of security purchases.
The Impact of monetary restraint was felt even more by thrift institutions
than banks. Record open market rates throughout much of 1974 aggravated the
shift away from these traditional venues of saving into more direct market activity.
Mutual savings banks (See Table X), for example, recorded aggregate regular
savings deposit gains of only $2.3 billion, less than half the amount of interest
they credited to these accounts during the year, and even less than the savings
gain in 1969. Savings and loan associations, moreover, did not do too much better
on balance. Their savings inflows declined about 25% compared to 1973, but they
compensated in part by obtaining massive advances from the Federal Home Loan
Banks. Towards the end of the year, however, a major part of the fresh inflows
of savings were applied to the replenishment of liquidity levels rather than new
mortgage financing.
The widespread reappraisal of investment strategy by many hitherto equity
oriented Institutions produced sharp cutbacks in the volume of stock purchases
in favor of fixed income investment. (See table below). The most dramatic
example of this kind of shift from stocks to bonds was that of private non-insured
pension funds, who cut back their new net stock investment almost 60% and Increased their new net new bond investment over 200% last year. Moreover,
market.declines produced pension fund stock portfolio losses of nearly 25% in the
aggregate. The changes in investment attitudes also forced real estate investment
trusts into marked dependency upon commercial banks when open market
sources of funds dried up.
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NET ACQUISITIONS OF CORPORATE SECURITIES, BY TYPE, FOR VARIOUS KINDS OF INVESTOR GROUPS
OIn
billions of dollaras

UWe
insurance companies:
Bonds .........................
Stocks .........................

Private pension funds:
Bonds .........................
Stocks .........................
State and local retirement funds:

Bonds.........................
Stocks .........................
Other institutions and foreigners:
Bonds .........................
Stocks
....
Individual (and miselaneous) In-

vestors:

Bonds ........................
Stocks .........................

.

1969

1970

1971

1972

1973

1974

1.6

1.2

5.4

6.4

5.1

.5
4.5

4.6

1.9

-. 7

-. 7

1.4

4.9
2.0
4.3

3.2
1.8

3.7
2.1

3.9
3.2

4.3
3.5

3.5
3.9

5.5
3.6

1.7
4.4

5.6
4.3

5.4
4.3

3.1
4.3

-1.9
3.1

2.5
2.0

6.8

10.4
-5.3

9.7
-f.6

6.0
-5.8

4.7
-6.8

7.5
-6.6

1.7

-9.0

2.0

3.7

8.9

3.7

7.3

3.5
5.3

2.2

'Estimated.

Continued gains in personal savings (despite the impact of inflation upon the
cost of necessities) enabled individuals to acquire a substantial, but not record,
amount of financial assets again last year. Even higher market rates of interest
than in 1973 resulted in a further shift away from institutional forms of saving.
Direct purchases of securities by our residual, "Individuals and Miscellaneous
Investors" soared to a record $38.9 billion (See Table XII), with over half of this
concentrated in new investments in Federal securities. Individuals also invested
substantially in commercial paper and both the corporate and tax-exempt bond
markets.
The unique character of credit flow developments last year can hardly be
exaggerated. The high rate of short-term business borrowing, the slowdown in bank
credit expansion and the substantial shift of individuals' funds from deposits into
direct security purchases, for example, are typical of periods of booming business
rather than one in which real economic activity declined 2%. They reflected the
heavy burden of inflation upon market participants of all kinds, and deferred the
urgent task of restoring the financial prerequisites of sustainable growth to 1975
and beyond.
1975

•'

S

The forces generated by business contraction will profoundly shape credit flows
this year. Nevertheless, as the events of 1974 demonstrated, it would be a serious
error to envisage these forces as having merely cyclical dimensions or significance.
While fiscal and monetary stimulation are typical responses to cyclical slowdowns,
it is doubtful that the economy ever before entered the second year of recession
with anything like the recent extraordinarily high rates of price inflation, or the
degree of illiquidity evident in business concerns, commercial banks and a few
other institutions. These unusual adverse factors will add severe and cyclically,
uncharacteristic burdens on financial markets. Moreover, there is no cyclical (or
other) precedent to the international monetary instability and heavy payments
drain imposed by the increased price of oil. Thus, a high degree of volatility and
abnormal developments are likely to determine credit market flows this year.
Our credit flow estimates for 1975 are essential to finance the 5% to 6% increase
in GNP which we anticipate. That increase, reflecting an inflation rate of 8.5%
or so and a further decline in real activity of about 2.5 to 3% (we foresee the recession lasting most of 1975, with perhaps a glimmer of recovery in the closing
months), would bring the full year level to roughly $1,475 billion, in nominal
dollars. Consumer uncertainty in the face of very high levels of unemployment
declining business spending and little hope of lifting housing activity above 197S
levels all cast a pall upon prospects for an immediate or vigorous recovery. Only
Federal spending, among all the major economic factors, is likely to provide some
upward thrust.
These developments will produce several unique credit flow features. First,
while the magnitude of net new credit demands financed this year will slow from
the previous year, it will still be enormous for a business recession especially one
this deep. LUke last year, these demands will go well beyond cyclical proportion
because of the high rate of inflation. We estimate a net increase in all credit market
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obligations of $163.3 billion or an 8% increase on top of the amount outstanding
at the start of the year. Second, while better credit rated business corporations will
gradually be able to improve their liability structure in contrast to 1974, by reducing short-term borrowings and stepping up long-term financing, lower rated
firms will remain heavily dependent upon commercial banks because of very Intense quality preferences in the open markets. Third the huge budget deficit of
the Federal Government will pose difficult challenges later on this year that could
threaten the corporate balance sheet restructuring. Finally, while personal savings
generation should improve this year due to the cautiousness of consumers, the
threat of some disintermediation has not been entirely dissipated. Although they
will save rather than spend a good portion of the early tax rebates or reductions,
for example, part of these new savings will be invested directly in credit market
obligations instead of being entirely channeled through intermediaries as was
the case in most previous business recessions.
In the aggregate, the net credit demands of the private sector (consisting of
long-term and short-term private demands, as shown in the summary table) will
total an estimated $112.6 billion, down $28.5 billion from the previous year's
total. At the same time however, the net market demands of the Federal government will rise to $50.7 billion, up $20 billion from 1974.
The most striking falloff in financing demands in the private sector should come
from business firms. We estimate that the external financing demand. of nonfinancial corporations will fall from $75.2 billion last year to $56.3 billion, largely
because of reduced physical investment (See Table IIIB). As the following chart
shows, purely operational needs will fall sharply, and a moderate increase in
financial-asset holdings will modify this decline very little as far as total financing
needs are concerned.
Elements of corporate external financing needs
(Graph omitted.)
The decline in corporate demands will show up primarily in business loans,
which will total $12.1 billion, down sharply from 1974 but still higher than in
1970 and 1971; this should help arrest, but not reverse the deterioration in corporate liquidity profiled in the table below. There should also be a gradual slowing
in the high rate of open market paper issuance. In contrast, the net issuance of
corporate bonds is expected to total a record of $31.3 billion, surpassing the 1974
record by $6.6 billion (See Table III). The drive to improve balance sheet positions
will again be concentrated among manufacturers; commercial enterprises however, will begin to fund short-term debt also. New public bond offerings will again
dominate the corporate bond market despite some pickup in the volume of private
placements. The increased investor requirements for safety of funds and the impact of reduced corporate profitability will produce an even larger issuance of
medium-term bonds than last year's record. We also anticipate a moderate pickup
in the net new issuance of common and preferred stocks to $4 billion this year
from the depressed volume of $3.2 billion in 1974. While the need to issue equity
is very great, these requirements will not be satisfied appreciably until there is
some improvement in market conditions. In the meantime, the financial structure
of some corporations may result in a number of bankruptcies and will, in time,
accelerate cash mergers and acquisitions on terms very favorable to buyers.
The only other increase in long-term demands for credit this year will come from
foreigners. Although still very small when compared with domestic debt issuance,
their net issuance of bonds here should increase by nearly $1 billion to $3.1
billion, reflecting mainly the growing needs of Canadian issuers and, to a lesser
extent, obligations of oil deficit nations acceptable to U.S. investors.
SOME MEASURES OF AGGREGATE CORPORATE LIQUIDITY INTHE POSTWAR PERIOD
[Cycdca year.end highs and lows, ratios of outstanding amounts]
Uquid assets
to short-term debt

Bond debt
to short-term debt

1945-48 ............................................
1949-53..........................................
1954-57 ............................................
1958-60 ............................................

1961-70 ............................................
1971-74 ............................................

SEstimated.

.

High

Low

High

Low

2.11
2.69
2.04

1.54
1.63
1.67

3.47
2.41
1.97

1.75
1.42

1.25
'1.05

1.23

1.98
1.85
1.38
1.19
.63
1.56

1.93

1.70

1.45
.69
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On the other hand mortgage formation, while still the major factor in the longterm market, should again slow this year although not as precipitously as in
1974. Including reduced mortgage acquisitions by the Federal credit agencies,
and $33.5 billion of net new mortgage formation by private investors, down $1.9
billion from 1974, the total will fall to $43.5 billion. The overall level of private
housing starts is expected to fall just short of last year's depressed total, reflecting
the large overhang of unsold homes, continued high real estate prices and buyer
uncertainty stemming from very high levels of unemployment. Moreover, private
institutions financing housing will probably prefer to improve their impaired
liquidity before they seek to extend new mortgage commitments, and real estate
investment trusts, a highly stimulative force in commercial construction financing
just a few years ago, now have serious financial problems of their own.
The long-term bond issuance by state and local governments will also slow in
1975 but this will be nearly offset by a larger volume of short-term borrowings
(See Table IV). As a consequence, total new state and local borrowings will
vary little from last year. Among other factors affecting this market this year
will be the continued investor preference for high quality, smaller purchases by
fire and casualty companies and larger but still well below record purchases by
commercial banks.
Fiscal stimulation means a huge increase in borrowings by the Federal government. We project a unified U.S. budget deficit approaching $50 billion in calendar
1975 as compared with a deficit of $10 billion last year. Our estimate includes
the revenues generated by the just enacted new tariff on oil imports but no other
energy tax, personal income tax rebates and tax reductions of $20 billion, a
good increase in expenditures and shortfalls in revenues due to the economic
contraction. As a result, the net market demands of the U.S. Treasury will total
a postwar record of $41 billion, nearly $30 billion larger than last year and more
than two times the financing absorbed by the market in 1971 when the Government also pushed to restimulate the economy. Partly alleviating this huge increase
in Treasury debt will be an estimated $10.3 billion decline in the net offerings of
Federal credit agencies, due in large measure to debt retirement by the Fedral
Home Loan Banks and smaller borrowing by the Federal National Mortgage
Association.
Despite the fact that the slowing of private credit demands neatly offsets the
enlarged borrowing requirements of the U.S. Treasury, the financing of the
latter poses potential problems for the credit markets. For example, if, by chance
the inflation rates does not diminish significantly, private credit demands will
remain high, intensifying the struggle for available funds. Moreover, a crucial
element in our picture of how the deficit is to be financed with a minimum of
friction is the over $20 billion of U.S. Government we expect commercial banks
to acquire (a postwar record and an estimated 30% increase in their holdings,
as the chart below dramatically shows). This assumes a moderately large expansion in bank credit totaling $65 billion or 9%, of which only $30 billion will be
allocated to finance loans compared to the $50 billion in 1974. Thus, the deficit
financing would create problems if loan demand exceeds expectations.
Commercial bank security holdings, by type
(Graph omitted.)
We are also assuming that non-bank investing institutions will acquire a record
$6.4 billion net of U.S. Governments. Nevertheless, even these generous assumptions leave a large volume of Governments to be. absorbed by other investors,
mainly individuals. In fact, even allowing for a substantial volume of reintermediation and an expansionary monetary policy, our overall residual, consisting
of individuals and miscellaneous investors, still totals an estimated $20 billion.
While this residual is only half as large as in 1974, it is nevertheless abnormally
large for a business contraction (See the chart below). During the 1970 business
recession, the residual financed only 7% of net credit market demands and in
1971, it was actually negative due to massive reintermediation.
Disposition of individuals' disposable financial Savings
(Graph ommitted.)
Considering the likely profile of economic and financial developments this year
the Federal Reserve will be faced with difficult problems of both a fundamental
and tactical nature. It will have to supply a substantial volume of new reserves
despite a still very high rate of inflation and strong inflationary expectations.
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To encourage the purchase of a substantial volume of Governments by the
commercial banks, the authorities will have to keep the Federal funds rate very
close to or below the bill rate to provide an arbitrage inducement. This should
prove no problem as long as the economy is slowing down. As the economy levels
out or picks up In the, second half of the year, however, the resumption of private
credit demands coupled with Increased Treasury financing should pose some
difficult choices for monetary policy. Keeping markets and especially the banks
conducive to substantial Treasury financing may require more rapid injection
of reserves than is consistent with the objective of longer run economic stability.
To some extent these troubles could be minimized if foreigners sharply increased
their purchases of American securities over the $10 billion estimated by us and if
borrowing here by oil deficit nations subsides. The latter is unlikely unless oil
prices decline or financing restrictions are imposed. The recycling problems are
far from resolved and in fact have been substantially agFravated of late. For both
political and market reasons, the oil producing nations receiving payments
mainly in dollars have invested only a small part of their excess funds in American
obligations. One of the consequences has been renewed dollar weaknesses, which
poses an imponderable element in these credit flow estimates.
The consequences of a U.S. budget deficit substantially greater than the nearly
$50 billion estimated by us for calendar 1975 should be clearly recognized. Such a
deficit could be reasonably financed only if the economic contraction this year is
much greater than we expect. Otherwise, the budget deficit would either lead to a
vicious struggle for funds between private borrowers and the Government, or
g......
the Federal Reserve would have to suýpply funds without regard to ijJ,9 r
responsibilities.- In -any' evhtt-'C-la gger- "th exi-ec• "aenecl woul threaten
economic recovery, despite the best intentions of Government by crowding out
medium to lower rated business borrowers, many of whom are already in peril,
and mortgage borrowers as well, thus aborting recovery in housing activity.
Our credit flow projections suggest, by themselves, a few broad observations on
interest rate prospects. The yield curve is likely to remain sharply positive for the
near-term with short-term interest rates declining more than the highest rated
long-term bonds. Some flattening of the yield curve is likely later on, as recovery
begins. At that time, short-term interest rates could rise in response to increased
economic demands, even though the Fed may not be actively slowing credit availability. In addition, considering that the weight of financing requirements will fall
most heavily upon medium and lower rated borrowers, their illiquidity will persist
for an unusually long period of time. The selectivity of investors, therefore, wMll
maintain quality spreads in the bond market at relatively wide levels.
TECHNICAL NOTES ON TABLES

,

Table I summarizes all the chief factors of supply and demand for credit. The
detailed supporting data for each of these chief factors as well as other supplementary statistics are shown in Tables II through XI[ on the following pages.
In the summary (Table 1), net credit demands are divided arbitrarily into three
types: (1) long-term, which include privately held mortgages, corporate bonds.
municipal bonds and foreign bonds; (2) short-term private demands, and (3) privately held Treasury and Federal agency debt. The suppliers of these funds are
broken down into: (1) non-bank investing institutions; (2) commercial banks; (3)
finance companies, corporations, state and local governments as well as foreigners,
and, finally (4) the residual: "individuals and miscellaneous," which comprise all
types of investors in these credit instruments that are not otherwise specified in
these tables. .

..

.

..

All of the summary figures are in terms of net demand or net supply, that is to
say, the net annual increases in outstandings of the various types of debt, and the
net annual increases in the holdings of the various investor groups. The much
larger gross volumes of new financing are reported In some supporting tables, but
not in the summary table.
In addition, on the extreme right-hand side of each table a boxed column shows
estimates fot amounts outstanding and holdings as of year-end 1974. These
amounts are shown at book value except for corporate stock which is shown at
market. Totals for various institutions holding stock are the sums of the market
value tf their stock holdings and the book value of all other assets.
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The summary table excludes equities both on the supply side and the demand
side. Table IIIC, however, carries supply and demand estimates for equities. Because net demand and supply data for corporate stock transactions provide an incomplete picture of stock activities and values, net transactions are reconciled
with gross and with changes in market value of various kinds of investors at the
bottom of this table.
The summary table also excludes such nonmarket credit items as business receivables. It further excludes on both the demand and supply sides, private credit
instruments bought and held by the Federal Government. Thus, for example, the
mortgage estimate excludes net purchases of mortgages by Government agencies;
these are reflected, however, in'part of the increase in Federal agency debt. Similarly, the Treasury and Federal agency debt changes are net of purchases of Treasuries and agencies by the Federal Reserve, Federal trust funds and agencies.
Tables II through IX show each demand factor in detail with supporting data
and the net purchases by each investor group of each specific form of credit.
Tables X through XII, which analyze sources of funds, contain all of the ownership
data from preceding tables rearranged according to investor groups, together with
their other assets, so that the financial activities of each type of investor can be
reviewed. Thus, these tables are intended to make sense primarily when seen as a
whole.
We also want to express our appreciation to Jeffrey Cohn for his contributions to
the preparation of these tables.
TABLE 11.-REAL ESTATE MORTGAGES
[in billions of dollars
Annual not increases inamounts outstanding

1975

Amounts
outdandian.

Dec. 31,

1969

1970

1971

1972

1974
pro1974
1973 estimated Ilminary estimated

Mlagels..............................
6
Mufir
.......... 4.9
Commercial mortgages ............ 5 4
Farm mortgages ..................
1.9

13.4
5.8
5.5

27. 2
9.3
10.0

383
9.2
15.3

41.0
6.8
16. 2

27.6
5.7
12.8

24.4
5.3
8.8

414.2
91.1
136. 7

Total ..........................
Los Federal apncy holdings I......

27.8
5.1

26.4
6.2

48.1
6.4

65.4
6.4

69.9
9.9

50.3
14.9

43.5
10.0

685.5
70.6

Privately held mortgages (see
table 1)......................

22.7

20.2

41.7

59.0

60.0

35.4

33.5

614.9

Private ownership:
Mutual savings banks ..............
2.5
Savings and loan association .......
9.6
Credit unions .....................
0
Ufe insurance companies .........
2.1
Private noninsured pension funds ...
.1
State and local retirement funds ----. .8
Real estate investmentrusts .......
.9

2.0
10.3
.1
2.3
.1
.7
2.1

4.1
24.1
0
1.1
-. 6
.3
2.5

5.5
32.0
.2
1.5
-. 7
-. 1
4.9

5.7
26.6
0
4.2
-. 3
.7
4.5

2.3
17.7
0
4.9
-. 1
.3
1.2

3.3

75.1
249.4
1.0
86.1
2.6

43.3
16.8
4.1

41.4
19.8
1.4

26.3
11.2

27.5
10.2
-. 2

-2.6

-2.0

-4.0

33.6

59.0

60.0

35.4

33.5

614.9

1,271 1,451
781
0

1,249
794

956
379

950
U5

54,000
1,%500

2,052

2,043

1,334

1,315

169,500

Outstanding:
1 to 4 family nonfarm homemort.

1.7

1.6

2.6

Total, nonbank investing institutions ........................
Commercial banks ................
Finance companies ................
Residual: Individuals and miscellaneous ................. ....

16.0
4.0
.3

17.6
2.6
.1

31.5
9.2
1.1

1.4

-. 1

-. 1 -5.2

Total, private ownership .........

22.7

20.2

41.7

I to 4family ..................
Multifamily ...................

896
571

898
536

Total ......................

1,467

1,434

Memo: Private housing starts
(0,000 units):

Completions .................. 1,399

1,418

1,706

2,357

3.9

1,972 2,014

4.2

1,685

5.0

21.0
.1

3.0

-. 2
.1
.2

43.5

8.2
16.2

438.6
130.3
12.4

1,525 ..........

I Includes very small amount of State subsidies.
I Reflects substantial retirements of stock. Not additions to stock (excluding mobile homes) was probably On the order

of 3,500,000 to 4,000,000 units in1971-74.
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TABLE IIA.-SUPPLY MORTGAGE FUNDS-BY TYPE OF MORTGAGE
[In billions of dollars]
Annual net increases inamounts outstanding

Amount
outstanding.
1
1975
Dec. 31,
1974
proIlminary estimated

1970

1971

1972

1974
1973 estimated

Ownership I to 4 family mortgages:
1.0
1.4
Mutual savings banks ..............
7.3
7.7
Savings and loan associations .......
.1
0
Creditunions .....................
Ufe insurance companies .......... -1.1 -1.4
0
0
Private noninsured pension funds...
0
State and local retirement funds ---- 0
.5
Real estate Investment trusts ...... .. 1

1.1
17.6
0
-2.0
0
0
.7

3.0
24.7
.2
-2.1
0
0
1.4

2.6
21.0
0
-. 5
0
0
1.3

0.7
14.5
0
-1.0
0
0
.3

1.4
17.5
.1
-1.5
0
0
0

44.9
2!02.6
1.0
21.0
0
0
4.4

17.5
4.5
-. 2
-2.9
18.19
5.5

2273. 9
73.9
12.4
9.7

1969

Total, nonbank investing institutions ........................
Commercial banks .................
Finance companies .............
Individuals and miscellaneous ......
Total. private ownership .........
Federal agencies.............
Total outstanding ...............

1
2.6
.3
7
11.7
3.9

7.5
1.0
.1
.7
9.3
4.1

17.4
5.7
1.1
-2.3
21.9
5.3

27.2
9.0
4.1
-5.7
34.6
3.7

24.4
11.0
1.4
-1. 1
35.7
5.3

14.5
5.9
-. 1
-1.5
18.8
8.8

15.6

13.4

27.2

38. 3

41.0

27.6

24.4

414.2

1.1
1.9
3.2
1
0.8
. .8

1.0
3.0
3.7
.1
.7
1.6

3.0
6.5
3.1
-. 6
.3
1.8

2.5
7.3
3.6
-. 7
-. 1
3.5

3.1
5.6
4.7
-. 3
.7
3.2

1.6
3.2
5.9
-. 1
.3
.9

1.9
3.5
4.5
-. 2
.1
.2

30.2
46.8
65.1
2.6
8.2
11.8

Total, nonbenk investing instltu.
tions.........................

7.9

10.1

14.1

16.1

17.0

11.8

Individuals and miscellaneous ......

.7

.8

2.2

.5

-1.5

-. 5

Ownership other mortgaes:
Mutual savings banks ..............
Savings and loan associations .......
Life insurance companies ..........
Private noninsured pension funds...
State and local retirement funds ....
Real estate Investment trusts ......

Total, private ownership.......
Federaelagen.ies..............

11.0
1.2

10.9
2.1

19.8
1.1

24.4
2.7

24.3
4.6

16.6
6.1

10.0
5.7
-1.1
14.6
4.5

Total outstanding ...............

12.2

13.0

20.9

27.1

28.9

22.7

19.1

Commercial banks .................

2.4

'Includes very small amount of State subsidies.

1.6

3.5

7.8

8.8

5.3

369.9
44.3

164.7
56.4
23.9
245.0
26.3
271.3
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TABLE III.-CORPORATE BONDS
Iln billions of dollarsi
Annual not increases Inamounts outstanding
1969

1970

1971

Gross new cash issues by industry:
Public utilities ....................
5.2
8.0
7.6
Communication ...................
1.9
5.0
4.2
Railroads ......................... .3
.7
.7
Other transportation ...............
1.6
1.3
1.3
Manufacturing ....................
4.2
9.2
9.3
Mining ...........................
.3
.1
.2
Financial and real estate ...........
2.6
3.5
6.5
Commercial and miscellaneous ......
1.4
1.5
2.0
Total .......................... 17.5 29.3 31.8
Less maturities and cash retirements. 4.5
5.8
6.3
Plus (merger) exchanges for stock..
2.0
.2
.1
Lostconversions into stock ....... 1.2
.9
1.9
Net Issuance (see table I)........ 13.8 22.8 23.7
Ownership:
Mutual savings banks ............
.3
1.2
2.9
Life insurance companies..........
1.6
1.2
5.4
Fire end casualty companies........ .8
2.2
.3
Private noninsured pension funds ...
5
1.9 -. 7
State and local retirement funds....
32
3.7
3.9
Open-end mutual funds ............
.2
.7
.6
Total nonbank Investing Institutions ....................... 6.6 10.9 12.4
Commercial banks .............. -. 1
.8
1.3
Foreigners .......
... .
.
a?
.3
Residual: Individuals end iscall3
laneous ........................ 6.8 10.4
9.7
Total ownership ................ 13.8 22.8 23.7
Memo: Sector analysis:
Nonfinancial corporations (as table
IIIB) .......................... 12.1 20.2 18.7
Real estate Investmenttrusts....... .1
2:
.4
Nonbank financial corporations.....
1.8
2
.3.7
Commercial banks ................ -. 2
.1
.9
Total, net change outstanding ..... 13.8 22.8 23.7

REST copy AVAILABLE

Amount
out-

-standin&
1975 Dec.d3t.

1972

1974
pre1974
1973 estimated liminary estimated

6.2
3.7
.6
1.9
4.4
.8
7,9
1.5
27.0
6.2
.1
1.8
19.1

5.4
3.5
.4
1.6
4
.
5.0
1.2
21.2
7.2
.3
1.6
12.7

8.6
3.7
.6
1.3
9.3
.3
5.6
.9
30.3
5.5
.
24.7

9.0 ..........
3.6 ..........
.9 ......
..........
14.8 ..........
10 ..........
6:5 ..........
3.0 ..........
39.9 ..........
8.5 ......
0 .......
.1......
31.3
273.4

2.1 -1.4
6.4
5.1
-. 7 -. 1
-. 7
1.4
4.3
3.5
.2 -. 9

8
4.9
.2
4.3
55
-. 5

2
7
1.5
-2

13.9
a
61.4
7.6
31.8
48. 8
3.7

11.6
1.4
1
6.0
19.1

7.6
.4
1
4.6
12.7

15.2
.6
1.4
7.5
24.7

18.9
1.5
1.5
9.4
31.3

194.4
6.4
3.6
68.8
273.4

12.6

9.2

20.4

27.0

227.9

.4
5.0
1.1
19.1

.6
2.9
0
12.7

.1
3.1
1.1
24.7

-. 1
3.0
1.4
31.3

4.0
38.3
5.2
273.4
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TABLE IIIA.--CORPORATE BONDS-BY TYPE OF ISSUE

tIn millions of dollarsl
Amount

Annual net increaseasinamounts outstanding
1969

1970

Straolht
debt:
lashpublic
offerings:
PuMic utiliti .................
4.7
7.5
Communication ...............
1.7
4.8
Railroads .....................
.3
.6
Other transportation ...........
.1
.4
Manufacturing ................
1.7
6.7
Mining ......................
0
0
Financial and real estate .......
.9 2.1
Commercial and miscellaneous..
.1
1.0
Total, cash offering I........
9.5
23.1
Less cash retirements. ........
1.4
2.0
Not Issuance public straight
debt......................
8.1 21.1
Straight private debt: 3
Cash offerings:
Public utilities ................
.5
.4
Communication ...............
0
.1
Railroads .....................
Other transportation ...........
Manufacturing ................
.9
1.4.
Mining
.............
.1
Financial and roal estate ........9
.7
Commercial and miscellaneous..
.4
0
Total, cash offerings ........
4.0
3.5
Less cash retirements ........
3.1
3.6
Net issuance private straight
debt .....................
.9
.1
Convertible bonds:
Cash Public
ouorlniNOtIiie
u mostly
public):
................
0
.1
Communication ...............
.1
.1
Railroads .....................
0
0
Other transportation ...........
.4
.2
Manufacturing ................
1.6
1.1
Mining ................
.2 0
Financial and real estate .......
.8
.7
Commercial and miscellaneous..
.9
.5
4.0 2.7
Total cash offerings .........
Plus
(merger)
exchanges for
stock
......................
2.0
.2
Less conversions into stock....
1.2
.9
Less calls and other retirements ...................
0
.2
Not, issuance convertible
debt ..................... 4.8
1.8
Net, issuance all corporate
bonds ................... 13.8 22.8

1.1

I Includes medium-term offerings as follows:

1969 ....................................
1970 ....................................
1971 ....................................
1972 ....................................
1973 ....................................

1174
1 76 ....................................
....................................

.7

1.4
4.9
3.1
3.8
1.0
7.7

12.5

1971

1972

out1 standing
1974
pre.
1974
1973 estimated liminary etimated

6.6
4.0
.7
.3
5.6
.1
3.6
.4

5.3
2.8
.5
.3
1.9
.21
4.6
.2

4.7
3.2
.4
.1
1.1
0
2.4
.4

8.0

3.4
.6

1.0
6.5
0

4.6
.3

6.6 ......
3.3 ..........
.9 ......
.8
6.........

11.0 ..........
.4 ........
o.
4.6 ..........

21.3
2.4

15.7
2.4

12.3
1.6

24.4
2.4

1.5 ......
31.1......
4.4......

18.9

13.3

10.7

22.0

26.7

0

0

0

1.5
.8
6.9
3.8

2.5
1.0
9.0
3.7

2.2
.8
8.4
5.6

3.1

5.3

.1
0
0

0.1
.1
.1

.4

.4 ........
..... ...
.3 o......
3.6 ..........
.6 ........
1.8 ..........
1.3 ..........

5.5

8.3 ..........

2.8

2.5

4.3

0
0
0
0.1
0

0
0
0
0

0
0
0
0

.6

0 1.
12.
1.9
,1
.4
.2

0
1.3
0
1.4
.8

.6
.3
.8
.3

175.7

.3
0
.3
2.6
.3
1.0

3.0

.4

.2
0
0.2

0

4.0 ..........
71.8

.2
..1
.2

3.6

2.3

.5

.4

.I
1.9
.I

.1
1.8
.1

.3
1.6
0

.1

.2
.1

.......
.1.......

1.7

.5

-. 8

.2

.3

25.9

24.7

31.3

273.4

23.7

19.1

12.7

.5 ........

I Many private placements have some kind of equity

feature.

-.

_4,4

j

No.

I

_

W
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TABLE 111B.-SOURCES AND USES OF CORPORATE FUNDS,
Oin billions of dollarsil
Amount
out.
standing.
197_5Dec.3t
1974
prae197
1973 estimated liminary estimated

Annual net Increases inamounts outstanding
1969
-Uses of funds:
Plant end equipment ..............
Lands ...........................
Direct foreign Investment ..........
Residential construction ............
Inventories, adjusted for valuation..
Total, physical Investment ........
Net trade and consumer credit .
Demand deposits and currency .....
Tnme deposits ....................
U.S.Governments .................
Federal agioncles ................
Open market paper
................
Stale and local securities ..........
Repurchase agreements .........
Foreign currencies ................
Other financial assets (not) .........
Total uses......................
Sources of funds:
Internal cash generation ...........

1970

1971

1972

74.0 75,1 77.1 87.1 103.3
7.7
7.1
8.2
9.3 10.9
2.2
3.5
3.8
1.5
3.6
2.9
3.3
5.0
5.7
5.3
6.7
5.7
5.1
9.7 12.9
93.5 95.5 99.2 113.3 136.0
2.1
1.6 86.3 '8.9
'4.0
2.6
.9
.5 -. 1 -. 3
-2.4
1.7
3.6
3.1
1.4
-2.8
.4
2.1 -3.2 -3.0
.5
.1
.1
.7
1.2
7.3 -. 1 -. 3
1.5
3.7
1.5 -. 8
2.1 -. 4
.2
1.4 -3.4
.8
1.6
2.6
-. 4 -. 4
1.4
1.8
2.6
-6.7
.6
1.5
7.
7.4
96.6 96.1 117.4 135.1 155.8

115.3
11.9
8.0
4.0
11.8
148.0
'9.0
-5
7.0
1.5
0
4.2
.6
1.6
-. 4
-67
163.5

115.0 ..........
10.0......
2.68 ......
1.5 ..........
-1.5 ..........
127 .......
8..
2.5
69
1.0
3.0
5
2.8
"2.
0
4.3
2.0
29.9
j.2
6.4
1.0
6.9
-1.7
6.3
2 ..........
140.8 ..........

58.0

Mortgagedebt ................. 4.6

58.5

69.9

78.3

87.1

88.3

84.8 ..........

5.2 11.4 15.6

16.1

11.3

3.7

Bank loln.torm loans ..........
4.7 -. 5
Bank short-term loans .............
7.1
6.1
Finance company loans ............ 4.3
.4
U.S. Government loans ............. 1
.3
Net sales of open market paper.....
2.3
2.2
Net new stock issues .............. 3.4
5.7
Not now tax-exempt bond issues.... 0
0
Not now taxable bond issues ....... 12.1 20.2
Total external sources ........... 38.6 39.6
Total sources ................... 6.6 96.1
Memoranda:
Profits before taxes and IVA ........ 67.9 55.7
Plus Inventory valuation adi ........ -5.1 -4.8
Plus repatriated foreign profits ......
2.5
2.3
Less Federal tax payments ......
36.4 0.3
Less dividends ............. 20.7 2.0
Plus depreciation ................. 49.8 53.6
Internal cash generation ......... 58.0 56.5
Physical investment ............... 93.5 95.5
Plus not trade and consumer credit..
2.1
1.6
Less internal cash generation- ...... 58.0 56.5
Equals operation requirements ...... 37.6 40.6
Plus requirements for financial as.
sets ........................... 1.0 -1.0
Equals extension of financial re.
quiroments ................... 38.6 39.6

131.5

-. 5 2.8 12.0
4.9 10.7 18.9
1.9
2.8
2.0
.2
.2
.3
-. 6
.7
1.3
11.4 10.9
7.4
.1
.5
1.8
18.7 12.6
9.2
47.5 56.8 68.7
117.4 135.1 155.8

12.7
19.1
2.7
.1
4.8
3.1
2.0
20.4
75.2
163.5

3.5
7.35
11.2
106,0
2.0
23.1
1.0
2.3
2.4
14.9
3.5
4528.0
2.0
4.4
27.0
227.9
56.3 .........
140.8 ..........

63.1
-4.9
2.0

120.0
-43.0
11.2

74.0 ..........
-13.0 ..........
5.0 ......

21.6
20.2

76.0 95.2
-7.0 -17.6
2.1
3.7

33.7
22.1

38.1
23.6

41.6

34.0......

..........

57.7 63.0
69.9 78.3
9. 2 113.3
'6.4
68.9
69.9 76.3
35. 7 43.9
11.8 12.9

67.5
87.1
136.0
'4.0
67.1
52.9
15.8

72.5
86.3
148.0
'9.0
88. 3
6. 7
6.5

78.5
64.5
127.8
2.5
64.5
45.8
10.5

47.5

68.7

75.2

56.3 ......

58.8

..........
..........
..........
..........
......
..........

I Excludes banks, other financial Institutions, REIT's and farm corporations.
I Our estimate.
I FOF figures increased $4,000,000,000 and $1000 000,000 for 1971 and 1972 to reflect assumed payment of current lie.
bilities to foreigners, and decreased $l,000,000.O,06W 0 and $2,500,000,000,000 for 1973 and 1974 to reflect gradual build.
up of liabilities.
4At market.

I

kWL.ý
i,

L.

-A A
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486
TABLE IIIC.-CORPORATE STOCK ISSUES (COMMON AND PREFERRED)
(inbillions of dollars

1969

1970

1971

1972

Amount
outstDec.
andlnf3t.
no. prllml.
1974
mated
nary
estimated
1974

1975

1. .6.......
1.4 ............
0 ...........
03..........
5..........

8.3
2.1

2.3
.2
0
0
.5
,6
4
:I
4.1
.9

.3
9.0

.l
3.2

4.4 ............
.3 ........
1.0 ............
.1 .... . ...
0 ...........
3.8
636.0

1973

ANNUAL NET INCREASES INAMOUNTS OUTSTANDING
Gross new cash offerings:
Public utilities ................
Communications ......
Railroads ..............
Other transportation ...........
Manufacturing ................
Mining ... .............
Financial and real estate.....
Commercial and miscellaneous..
Total cash offering ...........
Plus stock options and ill other
sales ..........
.
Less cash retirements ..........
Plus conversion of bonds .......
Less (merger) exchanges Into
bonds .....................
Net Issuance ..............
Ownership: . . .
Mutual savings banks..........
Life insurance companies .......
Fire and casualty companies...
Private nonInsured pension
funds ......................
State and local retirement
funds .....................
Open.@nd mutual funds ........
Total nonbank investing institutions ................
Foreigners ...................
Residual: Individuals and mis.
cellaneous .................
Total ownership ...........

1.1
2
0
.2
1.6
1.2
. 1.4
1.5
7.2
.
2
2.1
4.3

2.4
.1
0
0
1.4
1.5
1.4
.8
7.6
.8
2.2
.
.2
6.8

4.1
1.6
0
.4
1.8
1
2.
1.
12.0
1.2
1.5
1.9
.1
13.5

6.0
1.1
0
.2
1.8
:
'.
1.6
13.1
.4
2.2
1.8
.1
13.0

.3
1.7

.3
1.0

.5
3.7

.6
3.7

.4
3.5

.2
2.0

.4
2.2

3.6
24.

5.4
1.8
1.7

4.6
2.1
1.2

8.9
3.2
.4

7.3
3.5
-1.8

5.3
-13

2.2
3.6
03

3.2
3.6
.6

69.9
17.3
28.1

11.7
1.6
-9.0
4.3

11.4
.7
-5.3
6.8

19.3
.8
-6.6
13.5

16.5
2.3
-56.8
13.0

13.0
2.6

9.2.6 11.4.86

.

. .8

2.6

3.2

4.4
1.3
0
0
.6
.
1.0
.

2.2

-.6.8
9.0

1.2

-6.6
3.2

.6

....

165

-8.4
3.8

o.......

is.

1.9
1.7
458.4
636.0

CHANGES INMARKET VALUE OF HOLDINGS
Institutions and foreigners:
Market value at start of year... 160.9
Plus gross purchases ......
Less ro sales............ 61.5
4.2
Plus appreciation ........ -16.6
Equals market value at
end of year........... 155.6
Individuals:
Market value at start of year... 814.0
Plus gross purchases ...... 137.4
Less gross sales ........... 146.4
Plus appreciation .......... -99.2
Equals market value at
end of year........... 705.8
All holders:
Market value at start of year... 974.9
Plus gross purchis. ...... 198.9
Lesg ros sales ........... 194.6
Plusappreciation ......... -117.8
Equals market value at
end of year ........... 861.4

155.6
51.5
4
-29

164.6
71.2
51.1
23.9

208.8
0.7
61.9
26.6

254.2 225.1 177:6
69.6
51.0
53.2
54.1 41.2 41.0.......
-44.9 -57.3............

164.8

208.8

254.2

225.1

705.8
99.4
104.7
-10.5

690.0 795.9 914.3 687.8 458.4 ............
139.8 166.4 140.9
64.2
65.6 ............
146.4 172.2 147.7 -9.8
74.0 ............
112.5 -124.2 -219.7 -222.6.....................

690.0

795.9

661.4
150.9
144.1
-13.4

854.8 1,004.7 1,168.5 913.9 636.0 ............
211.0 247.1 210.8 137.2 111.8 ............
197.6 234.1 201.8 134.0 115.0.......
136.4 150.8 -264.6 -280.1 .....................

914.3

854.8 1,004.7 1,168.5

687.8

912.9

177.6 .....................

4568.4 .................

636.0 .....................
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TABLE IV.-STATE AND LOCAL SECURITIES
[in billions of dollarsil
Amount
outstandingL
1975 Dec.31
1974
pre.
1974
1973 estimated liminary estimated

Annual net increases Inamounts outstanding

Gross now bond Issues .................
Refundings .......................
Maturities (estimated) .................
Net sinking fund purchases (estimated)..
Net increase inbonds ...........
Gross new note issues .............
Maturities (estimated) .............
Not Increase innotes ............
Total net Increase (see table I)...
Ownership:
Mutual saving. banks ..............
Life Insurance companies ..........
Fire end casualty companies-. .....
State and local retirement funds....
Total nonbank Investing institu.
lions ........................
Commercial banks ................
Business corporations .............
Residual: Individuals and miscel.
laneous ........................
Total ownership .................

1969

1970

1971

11.5
0
6.7
.2
4.6
11.8
9.3
2.5
7.1

17.8
.1
7.1
.2
10.4
17.9
13.6
4.3
14.7

24.4 22.9
1.2
1.3
8.0
8.6
.2
.2
16.0 13.8
26.3 25.2
21.0 26.5
5.3 -1.3
21.3 12.5

23.0
1.3
8.8
.2
13.7
24.7
23.9
.I
14.5

22.6
1.2
9.1
.2
13.1
26.8
26.4
2.4
15.5

20.0 ..........
.4 ..........
9.4 ..........
,2 .2......
10.0
136.1
35.0 .......
30,0 ..........
5.0
20.2
15.0
208.3

0.1
1.1
-. 1

0.1
1.5
-. 3

.2
.1
3.4
"-.1

.5
0
4.4
-. 2

0
.1
3.6
-. 4

-. 1
.2
3.6
-. 5

.2
.3
.8
-. 3

.8
3.6
31.8
.6

1.1
.2
1.5
4.3
7.1

1.3
10.5
-. 8
3.7
14.7

3.6
12.8
2.1
2.8
21.3

4.7
7.1
-. 4
1.1
12.5

3.3
3.9
.2
7.1
14.5

3.2
4.0
.8
7.6
15.6

1.0
7.5
1.2
5.3
15.0

37.0
99.1
6.4
65.8
206.3

1972

I Omits $300,000,000, $1,100,000,000, 19000,000; and $400,000,000 of advance refunding. for 1971, 1972, 1973, and
1974, respectively.
TABLE V.-FOREIGN BONDS

lIn billions of dollars

196

1970

1971

1972

Amounts
outstanding,
1974
prej974
1973 estimated lIminary estimated

Domestically held ....................
Ownership:
Life Insurance companies
Fire and casualty companies.......
Private noninsured pension funds ...
State and local retirement funds ....
Total nonbank Investing Institutions ........................
Residual: Individuals and miscells.
neous ..........................

1.0
.2
0
.1
.2

0.9
.3
.1
.2
.3

O.9
.1
0
0
.3

1.0
.6
0
-. 1
.3

1.0
.3
0
.2
.3

2.2
.6
0
.4
.5

3.1
.8
.1
.4
.6

18.8
9.0
.3
2.7
3.7

.5
.5

.9
0

.4
.5

.8
.2

.1
.2

1.5
.7

1.9
1.2

15.7
3.1

Total ownership ...............

1.0

.9

.9

1.0

1.0

2.2

3.1

18.8

Annual net increases Inamounts outstanding

I
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TABLE VI.-U.S. TREASURY DEBT
On billions of dollars
Amount

out.
sbindint

Annual net Increases Inamounts outstanding

Outstanding:

Treasury
debt ....................
Lous Holdings
of:

U.S. trust funds...............

1969

1970

10.2

20.3

1912

1975
1974
pie.
i974
1973 estimated liminary esiated

10.0
1•5 123.4
12.7
1.5 '62.0
1 35.0
,.1 120.7
16.2 20.6

Federal ancies.............. -. 7
4.2
Federal Reserve banks ........
Privately hold (see table I)... -5.8
Ownership:
utuw
sl nvlnj bank .............. -. 6
,

1971

I

.0 -1.1
8.1
5.0
5.7 18.9
-. 1
.1

..

-. 3 1.4
-. 3 8.6
15.1 -2.1
.
-.5
....

-.4 1.4 : 0.2
asocatlons...... -1.0
Saviredunons
ngs and•.....................
ife Insurance companies. ........ -. -: -:3
2 00 -. $.4
companies ...... -.4Casualty
Private noninsured pension funds...
State and local retirement funds....
Open-end mutual funds ......
Total, nonbank Investing Instltu.

0

-1

-

0
-. 2
-.3

-

.9

.1
-. 8
.1 .

0
-. 5
-.2

1.0
.4
.2

1.0

2..1

54.4
$I.

..

-9.9 -13.9
5.7 13.9

1

3

L..8
41

1

&0 0.4
15.1 -2.1

.

2 3 3.0.7

Residual: Individuals and miscel.
9.7
laneous .......................
Total ownership ................. -5.8

.

.
82.5
268.
2.4

1.0
10.0
41.0
.4

-.7.
0
4 . ,.421 .4 7 4 1.
.0
.

-1

140.1

-3.1
4.3
10.7
.

-Cecd........................
............
.ba,
Stmeat
.
............
coorsa..
Businer
. ......
.................
Foreiglners
governments ........
State and local

493.4

3

8

:

7

9.0
10.7

5.0
41.0

--

14.1:
1
3.3
.1
I

2

2:1
100.9
268. 1

'In October 1972, gross Treasury debt outstanding end trust fund holdings were ea Ilreased $4500U,000)reflect
a nonrecurring accounting change. Accordingly we have reduced the net Increases for 197lInthese woitema by $4,500,.
000,000 each.
I Includes Federal Financing Bank Issuance of $1,500,000,000 and an estimated $2,500,000,000 for 1974 and 1975
respectively.
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TABLE VIi.-FEOERAL AGENCY DEBT'
[in billions of dollars)
Amount

Annual net Increases inamounts outstanding
1M
'....,,

1970

1971

1972

Outstanding:

loan
......... 3.7 0.6
-3.007 -.
FederalIoe
land banks
Federal homndlanbaks...........0.6
0.3.7 1.-3 0
.6
.7
.7
.3
Federal Intermediate credit banks...
FNMA ....... .....
......
3.7
2.6
1
1.
2.O 3.2
G nMAluding pssthroushs)
0
1.3
-. 5
0
.3
Bink ...............
_xportolm.
0
.9
.7 2.
Farmers Home Administration ......
.6
TVA ...................
.
.3
.4

Banks for cooperatives ........... ..

.................. 0
Postal
o Adm inistration .... . 0
Sonrvk
Oonor&1

Washinglton Metropolitan
Tranilt ................
Allother .................

Area

0

1975 Des.sit
1974
pIe1974
1973 estimated iminary estimate
9.4
1.9
1.1
3.4
3.7
.2
1.8
.4

6.6
2.6
2.4
4.8
4.4
.4
.2
0

o. 1

0,.3

8

u

0
0

0
0

.4
.3

.2
0

-3
0.2
.4

.2
0

Subtota l.. . . ........ ....... . .
1 10 .0
5. 3
1 0. 0)
Certficates of participation' ........ : +13 -1.4
-2.1
-1.2

2 2 .5
-. 6

9.7 21.9
.
....... 69
L6 3 2
Total ......
Less holdlng of trust funds and ted.
-. 4
.4
.5
.4
oral reserves ................... -1.2
9.2 21.5
Privately held (see table)
8.1
9.0
2.6
Ownership:.14
.4 1.4
.5 1.34
Mutual savlnp banks .............. .1
1.3
1.5
3.9
3.4
1.3
avings and loan associations .......
.6
.4 0
roeditunions ..................... - I . ,1
1 . 1
0
.I
.I
Ufe insurance compani.es.........
.1 -. 2
.1 0
Fire and casualty companies ........ .
5
0
.3 -. 3
,
.1
Private noninsured pension funds...
.
.1 0
-. 2 -1
State and local retirement funds .....
Total, nonbank investing institu.
1.5
1.5
2.5
52
4.5
tions ........................
7
1.2
1 _ .1
Businessacorporations ............. 5
1.0
1.6
.4 -. 1 -1.2
State and local governments ........
6 0
0
.7 1.4
Forelnw ...........
Residual: Individuals and
R4.7
3.0 -5.1 -1.6
Igneous ........................ 66
2.8
9.2 21.5
Total oweshlp ............... L 1 9.0

Commercial banks................ -.3 3

3.8

3.9

I Includes ioth "budgeted" and "sponsored" Issue.m
I Includes obligtions of ONMA, EIportlmport Bank, atd Commodity Credit Corporation.

52-659 0 - 75 - 32

-.

2.7
1
1
.
2

3.
1.3
2.2
3.$

."

,.1

.4

,

.2
.3

.7
.4

2-. 33.0

10,1.t
-.

103.I
4.

22.7
2.7
20.0

10.0
.3
9.7

1.1
6.3
101.6

,4
.I
.I
.6
.1

.2
1.
.3
.1
.1
.3
.1

4.2
14.
1,
1.0
.6
1.8
1.4

2.8
00
1.2
-. 3
12.3
20.0

2.9
04.
-1.7
0
3.0
9.7

1 .7 1.4

..
.3

outssandins5

5.5

25.1

33.2
L
2.1
X.1
101.8
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TABLE VII.-OPEN MARKET PAPER
lin billions of dollarl
Amounts

Annual net Increases Inamounts outstandingl
1969
Outtending:
Dealer ped .....................

....................

Bankers acceptances .............

1970

1971

1972

0.9 -1.2
6.8
-.4
.3
1.0 1.6
.8
4.6

2.1
Total (see table 1)............... 12.4
Ownership:
Mutual savings banks............. 12
Savings and lon assoiations....... 0

0.8

-1.0

ou- I
etandin

17
DeL.3f,
1974
pre.
1974.
1973 estimated Ilminary estimated

.A0.9
5
2.0

3.4

4.6
8.0

2.9

1

17.3

1:1

-. 1

1.6

8.4

16.9

3.6

66.9

10

1.
:

121

1.5

.

*:2.2

.

4'
3
.

Life Insurance companies ... ....
.71
I4 .
PriStatevateandnonilocalnsured
pensIon3
1 -3
-.2
0
retirement
funds....
3
0
Open.end mutual funds ......... 1.2 -. 4 -. 3 -.03

Total nonbank Investing institu.
2.6
.9
10
.6
tions ........................
.
-. 2
Commercial banks ............... 5
2.O
7..
3 -. 1 -. 3 1.5
Business corporations ...........
State and local governments ........
.4 -. 4 -. 2
.3
Foreilners ......................
1.0
.5 -. 2 -. 1
Resilcual: Individuals and miscel.
6-. 8 -1.2
-. 5
laneous ........................
2.1 -. 1 1.6
Total ownership ................. 12.4
Memo:Nonfinancial
Sector analysis
of liabilities:
.7
corporations
.......... 2.3
2.2 -. 6
.4
.4
.3 0
Noncorporate business .............
Finpnceaompanies ................ 5.2
.6 -. 5 -1.3
4.2 -1.9
-. 4
.7
Commercial banks ................
0
.8
2.5
Real estate investment trusts ....... 0
Foreigners ...................... . .3
.8
.3 -1.0
2.1 -. 1
1.6
Total, net change ............... 12.4

:
.221

1.8
-.
3.7
1.1
.3
2.3
6.4

4.2
9
.4
3.3
3.9
16.9

2.5
3.
0
-. 5
2.0
.1
9.6

14.2
.
29.9

1.3
0
2.0
2.2
.7
2.2
L4

4.8
.5
3.5
3.4
-3.3
L60
16.9

2.4
-. 3
1.
-. 5
5.L
9.6

14.1
-7
2.
.7
13.5
66.

5.6
66.9

TABLE IX.-LOANS I
[in billions of dollars

1971

1972

Amoun
A]"nd
Out.
197555Tf
1974
pe
1
1973 estimated Ilminary et

1...................
184
2.5
7.7
4
4.9
1.2
3.
1.1
20
2.0 7.3
30.8 10.5 26.2

24.1
16.1
3.
10.1
54.1

36.4
20.1
2.
7.68
69.1

.3

.2

Annual net Inureases Inamounts outstanding
..... .......1969
Loans by type (s table I):
Business loans
Consumer
loons:
InstallmenL ..................
NonInstallment ............
Other bank loins..................
Total lans .....................
Ownership:
Mutual savings banks: Consumer
.... .
loans .............
Savings and loan moations3
Credit unions: Consmer lans.....
Commercial banks:
Ouiesaloans
Finance companies:
Business rlons .............
Consumer loIns ...............
Business corporations: Consumer
loans ..........................
All lenders, total loans ...........

I

1970

1

1

consumee ns................. 1.7.2 1.0.3 1.8.1

BsnsIns................

f4
L
2.0

73

59
.'1 1 1.2
1.
5 .
1.2
1.2
.9
30.8 10.5 26.2

2
2
.2
.1 2.

34.3
6.4
.5
46.4

2.7
54.1

L

5.9
3.3
69.1

aExcludes loans Included elsewhere, such as mortgages and opee market paper.

246.8
156.9
3.
71
511.4

1

1.8

.2

,2.72.

lLS~lLI3
5............
. L

1L1
3.7
.2
4.5
20.1

L. I

1.6
1.5
46.4

.1
2.4

2

107 22.0
1'
-. 3
20.1

33.4
511.4
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TABLE X.-INSTITUTIONAL SOURCES
[in billions of dollars]
Amounts
Annual net....increases inamounts outstanding
1969
Mutual savings banks:
U.S. governments .................
Federal agencies................
Open market paper ................
Corporatebonds ..................
Mortgages ........................
State and local securities ...........
Consumer loans .................
Total credit (see table I)..........
Stocks ...........................
Repurchase agreements ............
Cash and miscellaneous ............
Total assets ....................
Regular savings deposits ...........
Other liabilities and reserves .......
SavIngs and loan associations:
U.S. governments ...............Federal agencies ..................
OpenmarketpiperI..........
Mortgages ......................
Consumer loans ..................
Total credit (see table I).........
Cash and miscellaneous ............
Total assets ....................
Savings accounts ..................
Borrowings .......................
Loans Inprocess ..................
Other liabilities and surplus ........
unions:
CreditU.Sg
ovenments ............
Federal agencies .................
Mortgageloans (1-4 family) ........
Consumer loans ...................
Total credit (see table 1).......
Cash and miscellaneous .........
Total assets ....................
LIfe Insurance companies:
U.S. governments .................
Federal agencies ..................
Open market paper ................
Corporate bonds ..................
Foreign bonds ...................
Mortgages .................
..
State and local securities ....
Total credit (see table 1).........
Stocks ...........................
Real estate ......................
Policy loans ......................
Cash
............................
....................
Miscellaneous
Total assets ....................
Fire and casualty companies:
U.S. governments .................
Federal agencies ...................
Foreign bonds ..............
Corporate bonds ..............
and local securities .........
t rates
Total credit (see table 1).........
Stocks ...........................
Cash and miscellaneous ............
Total ao es ....................
See footnotes at end of table.

1970

1971

1972

;975

outstanding

1975 Dec. 3,
pre1974
1974
1973 estimated Ilminary estimated

-0.6 -0. 1 0.1
.1
.4 1.4
.1
.2
.2
2.9
1.2
.3
2.5
2.0
4.1
0
0
.2
.I
.I
.1
9.0
2.5
3.8
.3
.3
.5
.2
.2
.1
.9
.3
1.4
3.3
5.6 10.6
2.5
4.5
9.6
.8
.1 1.0

0.2 -0.5
.5 1.4
-. 2 -. 1
2.1 -1.4
5.5
5.7
.5
0
.3
.2
5.3
8.9
.6
.4
.1
.7
1.3 -. 4
6.0
10.9
10.1
4.7
.8
1.3

-0.6
-. 1
.2
.8
2.3
-. 1
.2
2.7
.2
.7
-. 9
2.7
2.3
.4

0.4
.2
.2
2.2
3.3
.2
.1
6.6
.4
1.0
0
8
7.:
.8

2.4
4.2
1 8
1.:9
75.1
.8
1.9
99.1
13.6
2.2
3.8
108.7
97.6
11.1

1.0
1.3
09.6
.. 2
10.1
-. 7
.94
4.1
4.0
0
1.3

-. 4
1.5
.2
10.3
.3
11.9
2.3
14.2
11.0
1.2
.6
1.4

1.4
3.9
1.0
24.1
.1
30.5
-. 5
30.0
28.0
-1.9
2.0
1.9

.9
3.4
.9
32.0
.2
37.4
-. 2
37.2
32.7
.8
1.2
2.5

0
1.3
1.2
26.6
.2
29.3
-. 1
29.2
20.2
7.4
-1.5
3.1

2.3
1.6
1.5
17.7
.2
2?.3
1.3
24.6
15.3
8.3
-1.4
2.4

3.0
1.8
.6
21.
.
26.5
.5
27.0
26.0
-3.9
1.2
2.8

4.1
4.5
4.8
249.4
2.8
265.6
10.:9
296.5
242.2
25.5
21:6

.. 1
.1
0
1.7
1.5
-. 1
1.4

.3
.1
.1
1.0
1.5
.2
1.7

.3
.5
0
1,8
2.6
.3
2.9

.4
.4
.2
2.1
3.1
.3
3.4

.2
0
0
2.7
2.9
0
2.9

.1
.4
0
2.7
3.2
.1
3.3

.7
.3
.1
2.4
3.5
.2
3.7

1.5
1.6
1.0
22,3
26.4
1.5
27.9

-. 3
0
.7
1.6
.2
2.1
.1
4.4
1.7
. 3
2.5
-.0 4

-. 1
.1
.8
1.2
.3
2.3
.1
4.7
2.0
.4
2.2
.1
.9

-. 2
.1
.6
5.4
.1
1.1
.1
7.2
3.7
.6
1.0
0.9

0
.1
.2
6.4
.6
1.5
0
8.8
3.7
.4
.9
1..21

-. 3
.1
.1
5.1
.3
4.2
.I
9.6
3.5
.5
2.1
.3
.4

-. 2
.I
.4
4.9
.6
4.9
.2
10.9
2.0
2.4
27
.1
.9

.4
.1
.7
7.2
.8
3.0
.3
12.5
2.2
.6
1.2
.3
1.2

3.3
1.0
3.6
88.4
9.0
86.1
3.6
194.9
124.0
.2
2 8
2.4
12.7

8.5

10.3

13.4

15.1

16.4

17.0

18.0

265.0

-. 4
1
0
8
11
1.6
.8
.5
2.9

-. 1
1
.1
2.2
1.5
3.8
1.2
.5
5.5

.2
-. 2
0
.3
3.4
3.7
2; 6
.3
6.6

0
.1
0
-. 7
4.4
3.8
3.2
.9
7.9

0
0
0
-. 1
3.6
3.5
2.2
-. 1
5.6

-. 2
.1
0
.2
3.6
37
1.2
0
4.9

.3
.1
1:.
.8
2.9
1.5
.1
4.5

4.4
.6
73
31:1
44.9
816.0
'8.0
68.9
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TABLE X.--INSTITUTIONAL SOURCES-Continued
lIn billions of dollars)

Private noninsured pension funds:
U.S. governments .................
papncrOS
.................
Federal
Open mdrka
t paper ................
Foreign bonds ...................
Corporate bonds .................
Mortages.................
Total credit (as tab 1).......
...
Stocks ..................
Cash and miscellaneous ............
Total assets ....................
State end local retirement funds:
U.S. governments ...........
Federal agncios ..............
Open market paper.............
Forelgnbonds .....................
Corporate bonds ..................
.................
Mortges
State and local securities........
credit (see table I).........
Total..........
tock
Cash
and . l
Total assets ...................
Open.end mutual funds:
Open market paper................
Corporate bonds ..................
Total credit (see table I).........
Stocks .................
Cah and mIsellnou ........
Total assts....................

Amounts

Annual net Increases Inamounts outstanding

out.
standings
1975 Dec. 31,
pro1974
liminary estimated

1969

1970

1971

1972

1974
1973 estimated

0
0
.3
.1
. .5
.1
1.0
4
-.
6.3

-. 1
.3
.1
.2
1.9
.1
2.5
4.6
o12
7.2

0
-. 23
-. 32
0
-. 7
-. 6
-1.8
.9
.1
7.2

.9
0
-. 1
-. 7
-. 7
-. 5
7.3
0
6.8

.1
.1
.
.2
1.4
-. 3
2.1
5.3
.5
7.9

0
.6
.2
.4
4.3
-. 1
5.4
2.2
.6
8.2

1.0
.3
.
.4
3.4
-. 2
5.0
3.2
.3
8.5

3.2
11
2.7
31:6
2.
49.
861:1
7.0
119.9

-. 8
.!

:

-. 5
-. 1
0
.3
4.3
3.7
3.5

.9

-. 6
.I
.2
.3
3.5
.7
-. 4
3.7
3.9

.8

-. 5
.1
.3
.5
5.5
.3
-. 5
5.7
3.6

.4
.1
.1
5.7
.1
-. 3
6.7
3.6

1.3
1.4
1.0

3.2
.8
.1
3.7
1.

-. 6 -. 2
-. 2
0
-. 3
0
3
.3
3.9
3.7
.3
.7
-. 3 -. 1
81 3.2
M
.2
-.11......

.4

.8
65.2
'17.3

5.7

5.8

8.1

8.4

10.0

10.7

88.2

.2
.9
1.7
-. 1
2.5

-. 4
.7
.5
1,2
0
1.7

U.S. governments....- ...

7.1

2...3.
-. 3

-. 3 -. 2
.2 -. 9
.6
-. 2
0
0
.4 -1.8 -2.3
0
.3
.2
.6 -1.8 -2.2

.7

-.2
1.6
-. 5
.9
0
.3
1.2

.2

.8
-1.2
-. 2
.5
.2
.6

5.7

1.0
7
7.9
828.1
1.5
37.5
"=M.

Real estate Investment trusts:
Mortsage and total credit (ses
3
.1
1
1
maoIscellaneous..............3......
:1mseiaou
Cash
2.5 .1 4.91
9 2.1
tabl
..........
5.0
2.4
2.6
1.0
Total assets ....................
.4
.4
.5
Not now bond Issus.. ........ 1
.9
1.5
8 1.4
Net new stock Issues ..............
2.5
.8
0
0
Open market paper................
1.3
.6
.7
.2
Bank loans .......................
Other Ilabilitles ................... -. 1 -. 1 -. 2 -. 7
Commercial banks:
Loans:
4.7 -. 5 -. 5 2.8
Business, corporate, term ......
4.9 10.7
6.1
7.1
Business, corporate short term
8.5
1.5
1.6 -3.2
Business,other andfinance ...
.8 -. 2
2.0
.5
Open market paper ............

.6
Agri
culture, .................
1.0
.............Secrity
Mortgae..

Consumer .......

..

......

Other ........................

Totalloans ................
U.S. governments

Federal agoncIs. ...........
Corporate bonds
State and local securities ..........
Total credit (see table I).........
See footnotes at end of table.

.5.0

4.7

2.4

.1
4.5
5.6
.6
.7
.7
4.0
-. 4

-..1.29

-. 6
-.
.2

.3
.1
0
-3.3
3.5
0

-. 3
-. 1
:2
-.
-. 5
.5
0

11.0.0
17.2
2.0
'1.5
.7
10.5
1.5

12.0
18.6
4.9
-. 8

12.7
18.1
.3
.9

3.5
11.2
-4.0
3.5

73.5
108.0
35.1
7.4

1.8

1.2

to,2

1,3

3.0

-. 5

4.
'72.9 -3.1
-8.7

29.9
20 6

11

86 1.3 . 8 3.0

2.6

9.

.7

5.2

2.1

6.7

10.1

3.6

29:2 58.2.1
2.6 11.9
7.0
-1.8
-. 3
3.5
1 .8
-1........
2 10.
15.6 33.7
!

1

8
51.0

10.6

.8

9.1
3.o9
1.4 . 4
3.9
7.1
73.3 77.6

3.31
3.5

4.0
.6
4.0
53.6

Io00
1.0

5.5
1.5
75
65.0

62

20.6

10.
84.8
41.1

511.
3
54.4

31.2
.4
9.1
704.4
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TABLE X.-INSTITUTIONAL SOURCES-Continued
[In billions of dollars)
Amounts
out-

Annual net Increases Inamounts outstanding

195 standing.
W.s3f,

1975

1969

1970

1971

1972

1.7
0
2.9
' ................... -12.54.6
15.2

10.7
2.2

8.7

19.4
.7

-4.2.96

27.3

10.0
0

18.0

221.9
5. 3

32.4
-. 4

51.0

33.0 30.3
.7 2.2
,
.4
1 1. 0
8.1 11.7
73.3 77.6

21.0
3.4
2.2
1.1
,$
53.6

33.0
1.3
-1.5
1:9
65.0

322.4
4.4
45,2
704.4

1.9

2.8

2.0

.4

2.7
-I
'.5

2.0

23.1

.7 4.2

10.7

10.2

4.1

1.4

$1

Commercial banKs-Continued
Demand
nonbank).
Damond deposits
deois (private
nited States)
....

Negot

1974
pro.
1i74
1973 estimated liminary estimated

Other time deposits ...............
Commercial paper ................
Eurodollar borrowings ..........
Net new bond issues ..............
Other liabilities ...................
Total credit .....................
Finance companies:
Loans:
Business, corporate...........

2.9 22.4
4.2 -1.9
6.8 -7.2
-. 2 .
9.8
.5
15.6 33.7

Mortgp (1-4 family) .........

4.3

Total credit(s"tablel) .....

8.1

Business, noncorporate ........
Consumer
.................... 2.8:7

Cash and miscellaneous ........
Total assets ................

.1
8.2

.3-.0.4
.2
.9

1- 1.3

14.00
-1
9.8 -1.0

-.1:.1
1
0

.3
4.5

.9
•1.55.:
3.

.3
11.0

.2
10.4

.1
5.0

.2
1.6

91.8

1

3
93.4

' At market.
I Restricted to State chartered institutions.
I At market. Real estate investment trust shares selling below book.
4includes loans transferred by commercial banks to books of bank-related companies.
TABLE XI.-OTHER SOURCES
[in billions of doliaral
Annual net Increases Inamounts outstanding

Amounts
out.

1974
1973 estimated

es.)?1,
1975
pre.
1974,
luminary estimated

-

1969
Business corporations:

1970

1971

1972

U.S. Governments ................. -2.8

Federal
agencies.................
Open market paper ................

f,,,,'

0.4 2.1 -3.2 -3.o
1.
.5
.1 .1 1.7 3.5
7.3 -. 1 -. 3

State
and local
Consumer
loans ..................

. 1.5
.9

1.28

2.1
1.2

.4
2.7

Total credit (see table 1)........

7.4

.8

5.2

1.3

1:.
1.:
Repurchase agreements ........... 1.4 -3.4
S
e............. -. 4 -4 4
1.
.9
.5 -,1
Demand deposits and currency...... 2.6
-2.4
1.7
3.6
3.1
Time deposits
.
.9 t5.09 1.3
Nit trade credit1(reeivbles)....... 8
Selected financial assets ......... 10.4
.5 17.4 15.0
State and local governments:
-. 1 2.8
U.S. Governments ................. 2.6 0
1.0
.4 -. 1 -1.2
Federal agencies ..................
.3
Open market paper .............. . 4 -. 4 -. 2

3.3

5.4

Se footnotes it end of table.

-2.3

5.3

8.6

12.3

0

2.8

2.6

1.5

-. 3

6.4....
33.4

1:7

7t6.

8.0

212.3

.9

-1.

21.7

.4

-. 7

1.9

11.3

.9
6.3
38.0

0
-1.7
1.0
3.0
4.0
14.0

1.6
-. 4
-1.5
7.0
'10.0
24.7

Totalcredit (tse
table 1)......... 34 -2.-1.0
-. -1.51-P3. 4.1 4.5
10.0
:. -.6.31 -.7.21
Timedeposits .................... -5.9
-1.2 -1.3
'1.9
Demand deposits and currency .....
Netrecelvable...................
Selected financial assets .........

1.5

2.6
2.6
-. 3
1.4
'3.5
15.2
1.6
1.1

tending,

2.4
7.
-25
6.4

0
0

3

51.
88.0
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TABLE XI.-OTHER SOURCES-Continued
(in billions of dollars]

1972

Amounts
outstanding,
1975 Dec. 31:
1974
pro1974
1973 estimated luminary estimated

8.4
.7
-. 1
.1
9.1
2.3
1.5
2.7

.2
1.4
.3
.1
2.0
2.8
2.
2.9

2.6
-. 3
3.3
1.4
7.0
.6
2.6
5.0

7.0
0
2.0
1.
10.5
.8
2.5
4.2

7.7
3.8
7.17
a18.7
13.2
17.8

15.6

10.2

15.2

18.0

121.4

Annual net Increases Inamounts outstanding
1969

1970

1971

roreliners:
LUS.
Governments ................. -1.8
9.1 26.3
Federal species .................. -. 6
0
0
Open market paper ................
1.0
.5 -. 2
Corporate bonds ..................
.5
.7
.3
Total credit (see table I)......... -. 9 10.3 26.4
Stocks ...........................
1.6
.7
.8
sdemand deposits and currency.....
.3
.2
.3
Ime deposits........
...... 1.1 -1,7
.5
Total financial assets inthe United
States .......................
2.1
9.5 28.0

I FOF figures increased $4,000,000,000 and $1000 000,000 for 1971 and 1972 to reflect assumed payment of current
liabilities to foreigners, and dereased io$1,000,0oo and $2,500,000,000 for 1973 and 1974 to reflect gradual buildup of
liabilities.
I FOF figures increased 12200,000.i00 for 1971 to reflect payment of current liabilities, and decreased $500,000,000 and
$1,000,000,000 to reflect 193 and 1 74 reversals.
'At market,

TABLE XII.-INDIVIDUALS AND MISCELLANEOUS INVESTORS
(inbillions of dollarai
Annual net increases inamounts outstanding

Jo,

Residual: Individuals and miscellaneous:
U.S. Governments .................
Federalagencies ..................
Open market paper ...............
Corporate bonds .................
Foreign bonds ....................
Mortgages ................
State and ocalsecurities ........
Totalcredit(see table) ..........
Stocks ...........................
Investment company shares ........
Savings accounts ..................
Demand deposits anc currency ......
Selected financial assets ..........
PersonaiIncome, NiAaccounts ......
Less taxesand consumption, NIAacounts
PlusF/FadjustmentstoNIAacaounts....
Equals gross savings .............
LessphysicalInvestment
...............
Plus borrowings:
Consumercredit
..... .............
Mortgages ........................
Otherloans ...............
Securitycredit ....................
Less life insurance and pension reserve...
Equals net increase financial assets
Plus statistical adjustment ..............
Selected financial assets ..........

1969

1970

1971

1972

9.7
6.6
.6
6.8
.5
1.4
4.3
29.9
-9.0
2.5
6.0
1.5
30.9
750.9
712.7
110.7
148.9
117.8
10.4
17.3
4.9
-1.6
21.3
40.8
-9.9
30.9

-9.9
3.0
-. 8
10.4
0
-. 1
3.7
6.3
-5.3
1.7
44.4
11.2
58.3
808.3
752.1
111.7
167.9
116.2
6.0
13.8
4.4
-. 9
24.3
50.7
7.6
58. 3

-13.9
-5.1
-1.2
9.7
.5
-. 1
2.8
-7.3
-6.6
.6
70.3
11.0
68.0
864.0
803.5
125.0
185.5
136.4
11.2
25.4
1.9
.1
27.7
64.0
4.0
68.0

3.0
-1.6
-. 5
6.0
.2
-5.2
1.1
3.0
-5.8
-1.8
75.4
11.8
82.6
944.9
899.3
149.9
195.5
158.8
19.2
39.8
5.3
4.5
30.3
75.2
7.4
82.6

1974
1973 estimated

Amount
out.
standing,
1975
Dec. 31,
pro.
1974
ilminary estimated

8.4
9.0
5.0
100.9
4.7
12.3
3.0
30.8
2.3
3.9
.1
5.6
4.6
7.5
9.4
68.8
.2
.7
1.2
3.1
-2.6
-2.0
-4.0
33.6
7.1
7.5
5.3
65.8
24.7
38.9
20.0
308.6
-6.8
-6.6
-8.4
458.4
-2.
1.2
.5
37.5
67.7
52.0
71.9
167.6
13.1
.3
8.0
170.5
96.5
85.8
92.0 1,662.6
1,055.0 1,152.0 1,221.0 ..........
980.7 1,076.0 1,141.5.
155.3
158.8
168.5......
229.6
234.8
248.0 ..........
174.1
165.0
160.0 ..........
22.9
9.9
3.5
190.4
45.6
30
2.8
433.5
5.3
27
.0
66.7
-4.4
-1.1
1.0
7.2
31.6
33.5
35.5
491.6
93.3
77.8
84.8 ..........
3.2
8.0
7.2 ..........
85,.8
92.0 ..........
96.5
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UNANIMOUS-CONSENT AGREEMENT-SENATE CONCURRENT RESOLUTION 32, CONGRESSIONAL BUDGET DETERMINATION
Mr. MANSFIELD. Mr. President, I ask unanimous consent that at
the conclusion of the remarks of the distinguished Senator from
Oklahoma, pursuant to the order entered on yesterday, the unfinished business-Senate Concurrent Resolution 32, congressional
budget determination-be laid before the Senate and made the
pending business.
The PRESIDING OFFICER. Without objection, it is so ordered.
Mr. MANSFIELD. Mr. President, it is my understanding that at
any time after that, the distinguished Senator from Virginia (Mr.
Harry F. Byrd, Jr.1 will be recognized for not to exceed 15 minutes.
The PRESIDING UFFICER. The Senator is correct.
Mr. MANSFIELD. Therefore, Mr. President, I ask unanimous consent that any other time between now and 12 o'clock, after the unfinished business is laid down, and not allocated, be divided equally
between the manager of the bill, the distinguished Senator from Maine
(Mr. Muskie), andthe rankin Re ublican member of the committee,
the Senator from Oklahoma (Mr. Bellmon).
The PRESIDING OFFICER. Without objection, it is so ordered.
Under the previous order, the Senator from Oklahoma (Mr. Bartlett)
is recognized for not to exceed 15 minutes.
[From the Congressional Record]
pp..$7256-$7262
CONGRESSIONAL BUDGET DETERMINATION

The PRESIDING OFFICER. Under the previous order, the Senate will
now resume consideration of the pending business, Senate Concurrent
Resolution 32, the vote to occur thereon at noon. The clerk will state
the bill by title.
A concurrent resolution (S. Con. Res. 32) relating to a determination of the
congressional budget for the United States Government for the fiscal year beginning July 1, 1975.

The legislative clerk read as follows:
The Senate resumed the consideration of the concurrent resolution.
(495)
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The PRESIDING OFFICER. Under the previous order, the Senator from
Virginia (Mr. Harry F. Byrd, Jr.) is now recognized for not to exceed
15 minutes.
Mr. HARRY F. BYRD, JR. Mr. President, I yield myself 8 minutes,
and then I shall reserve the remainder of my time.
First, I wish to recognize again, as I did Tuesday, the hard, conscientious work of the Budget Committee, its staff, and its able chairman, the distinguished senior Senator from Maine, Senator Muskie.
OPPOSITION MATER OF PHILOSOPHY

My opposition to the concurrent resolution now pending before the
Senate is one of philosophy.
This resolution represents the viewpoint of the liberal economists,
which viewpoint has been embraced by both the Republican President
and the Democratic Congress.
This resolution says in effect that our Nation can buy its way out of
our economic difficulties by more and more Government spending and
higher and higher Government deficits.
I am convinced that time will prove such a theory to be as wrong as
was the prevailing view of 10 years ago: That the way to handle the
Nation's problems in Southeast Asia was to fight a no-win war.
That theory, which I consistently opposed, ended this week in a
complete debacle-because it was fundamentally unsound.
I fear that the underlying philosophy of the pending concurrent
resolution will result 5 years from now-or maybe in 2 or 3 years--in a
financial debacle in the form of unprecedented inflation of the wage
earner's dollar because it, too-namely this resolution-is basically
unsound.
I cite a few facts:
This resolution would establish Federal spending at the rate of $1
billion a day.
This resolution proposes to spend for fiscal year 1976, $365 billionan increase of 35 percent over last year, 1974.
To me, a 35-percent increase in Government spending in a 2-year
period is reckless and dangerous.
This resolution provides for increased spending of $96 billion over
1974.
The $96 billion increase would be greater than the total Federal
funds budget for the fiscal year 1965.
This spending resolution envisions a deficit of approximately $70
billion. That defcit-just the deficit-is greater than the total cost of

Government in 1958.
This spending resolution would bring the national debt to more than

$600 billion. More than one-third of our total national debt will have
been created during the 6-year period fiscal 1971-76.
This resolution, calling for a $70 billion deficit on the heels of a $50
billion deficit for the current year, will force the Government into the
money markets for unprecedented borrowing.
FEDS TO ABSORB 65 PERCENT OF LENDABLE FUNDS

Secretary of the Treasury Simon has confirmed to me that during the
fiscal year beginning July 1, the Federal Government will go into the
money markets for 65 percent of all lendable funds.
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Secretary Simon has stated also that during the upcoming fiscal year
the Federal Government will borrow more money than the Federal
Government, the State governments, the local governments and the
corporate entities together have ever borrowed in any previous year.
It is not difficult to visualize the upward pressure on interest rates;
it is not difficult to visualize how disadvantaged will be the individual
citizen in seeking to borrow funds and how disadvantaged will be the
corporations and public utilities which need to borrow tremendous
amounts of capital for job-creating expansion.
Those who favor the tremendous spending envisioned by the pending resolution and the huge deficits inherent in the pending resolution
say, as did the senior Senator from New York, Mr. Javits, on Tuesday,
that this can be taken care of by the Federal Reserve Board "by
pursuing an accommodative monetary policy."
In other words, those who advocate more and more Goverpment
spending and more and more Government deficits, likewise want more
and more printing-press money.
Just as our problems will not be solved by excessive Government
spending, neither will they be solved by excessive use of the printing
press.
BLUEPRINT FOR INFLATION

The pending resolution is, in my judgment, a blueprint for inflation.
Inflation ebbs and flows, and it is now ebbing. But the tremendous
increase in Government spending and the huge deficits implicit in this
resolution, lay the foundation for an unprecedented inflation 18
months from now.
Mr. President, our Nation is on an unsound basis. It has been for a
long time. Our Government is overextended. Too many banks are
overextended. Too many individuals are overextended. We are, I
think, in the position of one who drinks too much whisky one night and
awakes the next morning with a hangover. He can do one of two things:
he can accept the discomfort of the hangover, or he can begin to drink
again, and by repeating that process of drinking again to get away from
the discomfort of a hangover, he eventually becomes an alcoholic.
The Government of the United States, in my opinion, has become a
"spend-a-holic."
Not for a moment do I question the motives of those who advocate
more and more Government spending and more deficits.
But I do question their judgment.
I do believe it most unwise to increase Government spending by 35
percent in 2 years.
I do believe it dangerous arid irresponsible to propose a deficit
approximating $70 billion.
SERIOUSLY DISADVANTAGE WORKING PEOPLE

I shall vote against the spending resolution, convinced in my own
mind that as popular as increased Government spending may be, the
proposed spending levels will seriously disadvantage the working
people of our Nation.
It is they who must pay for Federal spending either by direct taxation or by the hidden and cruel tax of inflation.
I am convinced we will not get the cost of living under control until
we get the cost of government under control.
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The prevailing view in Washington, D.C., is that we can sharply
increase spending and simultaneously reduce taxes, another way of
saying that no one need pay for the spending.
The PRESIDING OFFICER. The Senator's 8 minutes have expired.
Mr. HARRY F. BYRD, JR. I feel the Congress should receive the
Edna St. Vincent Millay Economics Award. Recall her words:
My candle burns at both ends;
t will not last the night;
But ah, my foes and oh, my friendsIt gives a lovely lghtl

Mr. President, I reserve the remainder of my time.
Mr. MUSKIE. Mr. President, I yield myself 5 minutes.
RESOLUTION PUT IN CONTEXT

Mr. President, I regret that I was not here when the distinguished
Senator from Virginia began his remarks, aiid I rise not so much to
challenge a point of view and a conviction which the distinguished
Senator has held for all the years that I have known him, as to put
the present budget resolution in the context in which I see it.
I am not going to be able to persuade the distinguished Senator
from Virginia that his economic philosophy does not fit the times.
His convictions are too solidly fixed for me to presume to do that.
But I think it is important to put the budget resolution and the
numbers that it contains in the context of our present economic
difficulties.
We can still disagree as to what the numbers ought to be but I
suspect that we agree that we face some serious economic difficulties.
QUESTION OF DEFICIT

The first issue has to do with the question of a deficit. The deficit
number contained in the resolution in its present form is $67.2 billion.
I emphasize that this is not a number that we carefully contrived
and manufactured as a committee to present to the Congress of the
United States or to the Senate. This number is the result of the
economic circumstances in which we find ourselves. It was made up
of two principal elements: One, the shrinkage in Federal revenues
which are directly related to the reduction in gross national product.
That reduction, according to the committee report, is $200 billion
and the result of that has been to deprive the Federal Government
of revenues on the order of $53 billion.
Now the Budget Committee did not create that condition. That
condition was created by the economy.
UNEMPLOYMENT RATE

Second, the growing unemployment rate, from last year's 5.5
percent to last month's 8.7 percent, is a tax on the Federal budget
and on State and local budgets. With respect to the Federal budget,
that cost is now on the order of $15 to $20 billion. Now those two
elements, taken together, are roughly the total of the budget deficit
that is contained in the budget resolution.
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So the deficit was created by conditions beyond the control of the
Budget Committee or beyond the control of the Senate or the Congress.
Now what, if anything, can we do about it? Well, we have had
considerable discussion in this debate on whether or not a deficit
created in that way is avoidable. Well, let me read for the Senate
the judgments of witnesses who appeared before us. Every witness
who appeared before the committee agreed that a sizable deficit
was inevitable in fiscal 1976. The Secretary of the Treasury, the
Chairman of the Council of Economic Advisers, and the Director
of the Office of Management and Budget testified before the committee that a deficit of $53 billion c')uld not be avoided. President
Ford later adjusted his deficit ceiling to $60 billion and, in response
to a question put by me, Secretary Simon said this on March 17:
Mr. Chairman, budget deficits this year are unavoidable. We must take care
of the unemployed in this country. We have to get the economy moving again
through tax stimulus. That creates a deficit.

NOT A F•LMING

IEL

I submit that Secretary Simon is not exactly a flaming liberal when
it comes to economic philosophy.
Many witnesses also testified that both the fiscal 1975 and the
anticipated fiscal 1976 deficits will be entirely the product of the
recession.
Now, if we consider the elimination of the deficit, what are the
courses open to us? Well, one is to raise taxes instead of cutting them.
Simply eliminating the tax cut already enacted by the Congress would
not be sufficient. We would have to add additional billions of dollars
in taxes as a burden on the economy, on the taxpayers and the American people. The question that arises is: Is that a politically viable
option? Is it an economically sensible one?
There is no testimony before the committee to suggest that it is an
economically sensible one. Indeed, the testimony suggests that it would
be an economically disastrous course of action for us to take, forgetting
the impact upon the lives of those people, of our people who would be
forced to pay additional taxes of that magnitude.
WHAT TO CUT

So the other alternative is to cut ongoing Federal programs and
ongoing services. What would we cut? The biggest single chunk of
the Federal budget is income security, including social security,
unemployment compensation, and food stamps. Should we bite into
them by $67 billion? What would happen to old people already
struggling on inadequate incomes to get by in the face of the ravages
of inflation and the erosion of jobs? What would we do as people are
laid off? Tell them that the unemployment compensation program is
ended because the Federal Government faces a deficit? Are we then
to ask them not only to give up their jobs but to give up the income
necessary to provide their families with the very essentials of life?
Because when you are talking about cutting $67 billion out of the
Federal Budget you are not talking about savings you can get from
small change.
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Where do you get that kind of cut in the Federal budget unless you
bite and bite deeply into the very incomes of the people who are hurt
the hardest and have the least to respond with as the result of recession
and inflation? Or would you cut $67 billion from defense spending?
CUTS ALREADY MADE

We have already cut, and there are those in the committee who
would have cut more. There are those in the Senate who will probably
vote to cut more. But no one proposes cutting anything like $67 billion,
or a major portion of it or a substantial portion of it, from the defense
budget.
Do you cut it from the interest we pay on the debt? Is that a real
choice? That is about $38 billion. So you go through the big chunks
in the budget that you would have to get at to eliminate $67 billion of
spending. The notion that there is an alternative to a budget deficit is
very unreal.
Now, I understand the concern of the Senator from Virginia that
over time we have been too undisciplined with respect to the budget,
and I respect and honor that concern. Indeed that is one of the reasons
why I supported the budget reform legislation last year, one of the
reasons I sought the responsibility of the chairmanship of this committee, and one of the reasons that, with Senator Bellmon, my distinguished colleague on the other side of the aisle, I have undertaken
to assume some responsibility for making this discipline work and
giving it some bite.
But that is not to say that we regard a balanced budget-that is
what the Senator from Virginia is urging-in this year, in these times,
as realistic. I can understand his argument when he says, "Well, year
after year there is always an argument for a deficit and some year we
have got to call a halt."
NOT TIME FOR CUTS

Well, this year is not that year. I recognize the argument, but this
year is not that year. If we could somehow persuade the majority of
both Houses to cut $67 billion from this budget in order to achieve
what the Senator from Virginia seeks, not only would we impose
indescribable hardship on millions of American (iizens, but we would
make a tragic economic mistake.
Now, that is what the committee believes and that is why the committee proposes this.
The PRESIDING OFFICER. The Senator has 2 minutes remaining.
Mr. MUSKIE. We do not propose a $67.2 billion deficit because we
think it is a good thing. We would like to avoid it if we saw a way to
do it, but we did so for the reasons I have tried to describe.
Mr. President, how much time is remaining?
The PRESIDING OFFICER. The Senator from Maine has 1 minute,
the Senator from Oklahoma has 12 minutes, and the Senator from
Virginia has 5 minutes.
Mr. MUSKIE. I reserve the minute I have remaining.

May I have another 3 minutes?
Mr. BELLMON. Mr. President, I yield the Senator 5 minutes.
Mr. MusKIE. Five minutes, because I do want to address'myself to
another subject.
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REAFFIRMS BUDGET DEFICIT

I hold in my hand, Mr. President, a press release from the White
House with a statement by the President in which he reaffirms a commitment to a $60 billion budget deficit.
I regret very much that he issued this statement because, frankly,
his $60 billion number on the deficit is not an honest number, and his
experts in OMB know that, and he must know that. So I can only
assume that he asserts this in order to gain some political advantage
over the Congress at a time when the Congress is laboring to establish
budgetary discipline and is entitled to the full cooperation and understanding of the executive branch.
I do not think I need to belabor the problems with the President's
$60 billion figure. We have gone over them, but let me go over them
again.
The President's April 4 estimate on outlays was $355.6 billion. The
first adjustment we made in that was the estimated receipts from the
sale of oil leases on the Outer Continental Shelf.
No testimony has been offered before the committee by the administration to justify the administration's estimate of $8 billion.
Indeed, the evidence indicates that it probably will not be more than
$1 billion, and OMB and the administration have stubbornly refused
to adjust that figure. We did by $4 billion. The President gives us no
credit for candor in doing so.
So if the $4 billion is more nearly accurate than the President's,
the President's April 4 estimate ought to be increased by $4 billion to
accord with ours.
UNEMPLOYMENT COnPNSATION UNCONTROLLA BX

The cost of unemployment compensation is an uncontrollable
number. It is dictated by unemployment, which is rising. Our people
worked on these numbers, and to understand them they say we should
add $1.9 billion to the President's April 4 figure because unemployment has grown and the larger figure is clearly indicated by the facts.
So if that $1.9 billion affects our total, it affects the President's
total. If we eliminate it from the President's total, we eliminate it
from ours. It is as simple as that.
The same thing is true with respect to food stamps and other assistance programs. We added $600 million, not because we want to
spend $600 million more, but because this is the inevitable impact of
the recession on the program. If it does not impact on the President's
numbers, it does not impact on ours.
The same thing is true with medicaid; the same thing is true with
interest on the public debt.
Now these numbers when added together total $7.6 billion, and if the
President chooses not to add them to his deficit, then we have the right
to subtract them from ours. If we subtract them from ours, we are
under $60 billion, which is his number.
So I repeat, Mr. President, I am sorry the President chose to issue
that statement. It is gratuitous, adds nothing to this process, does
nothing to eliminate the potential for confrontation between the
Executive and the Congress in this important area, and is a sad political mistake on the part of the President.

RECORD SHOULD BE CLEAR

I thought the Record ought to be made clear at this point on the
differences between the President's budget and ours.
Now, under the ceilings, there are other differences between the
President's budget and our budget which we have gone into to some
degree in this debate, and those differences will continue, but we ought
to at least start with honest numbers.
We could have put that $8 billion in on receipts from sale of oil leases
on the Outer Continental Shelf, reduced our deficit number and looked
better, but that would not have been an honest number, and I emphasize that point.
I thank my good friend from Oklahoma for yielding to me out of his
time and I now yield back whatever I did not use of that time to
Senator Bellmon with my thanks.
Mr. BELLMON. Mr. President, how much time do I have remaining?
The PRESIDING OFFICER. The Senator has 7 minutes.
Mr. BELLMON. Mr. President, I yield myself 5 minutes.
Mr. President, I would like to begin by expressing my great respect
for the distinguished senior Senator from Maine and for the outstanding job he has done in not only leading the committee to the adoption
of the resolution, but also the job he has done in explaining and defending the committee's position here on the floor.
Without his leadership, I doubt that the Senate would now be approaching final passage of this resolution.
NOT IN TOTAL AGREEMENT

I realize full well, having sat in the committee hearings with him,
that he is not in total personal agreement with everything in the resolution. But he realizes, as I do, that it is only by acting in concert that
we are ever going to get this budget process to work.
That really, is the basic objective that every member of the committee has. None of us got everything we wanted, but we realize that
we have to work together to get anything at all, that is, I think, the
major contribution that the chairman has made.
1 would like to say that I agree with the chairman of the committee
that the $60 billion figure that was sent to this Senate yesterday and
made public by the White House is phony. As a member of the President's party, Igenuinely regret this lack of candor on the part of the
Office of Management and Budget and the President.
The element that is most needed right now in this country's Government is honesty and straightforwardness. I believe the American
people expect and deserve to have reliable and truthful information
from the highest office in the land.
I feel that our committee was correct in being forthright and by
using figures that can be understood and explained and defended. The
President has made a serious error in trying to hide or cloud these facts
because ultimately they will be known and at that time I am afraid
that the standing of the President's Office is going to be hurt rather
badly because he is using figures that will not be borne out by events.

W0
&IZADXA DEFICIT INEVITABLE

Mr. President, as has been said, a sizable deficit is inevitable for fiscal
year 1976. The problem the Budget Committee had was how to Lo
about stimulating the economy and ending or reducing unemployment
without rekindling inflation which would return the Nation to the
same boom and bust cycle we have suffered through during the past
couple of years.
.so, the committee was concerned with getting our economy in a
sufficiently healthy state that we could return to a position of living
within our income and providing the services that people of this
Nation have a right to expect.
The conclusion reached by the Budget Committee in Senate Concurrent Resolution 32 was made after considering both higher and
lower figures. It has been a source of a great deal of satisfaction to
me during the last 2 days while we have debated and voted on figures
higher and lower, that the majority of the Senate has agreed witL. the
position that the committee took.
It is interesting that there are just about as many Members of the
Senate who seem to feel we are too high as there are those who feel
we are too low. Apparently the work of the committee is being sustained by the Senate since they have agreed, by those votes, that we
have come out with figures which seem to meet the desires of most of
the Members.
The amounts recommended represent a consensus of the committee
based upon the very best available information that we could get in
an area that we admit and know is not precise. There are certainly
many places where judgments have to be relied upon.
OPPORTUNITY TO ADJUST FIGURES

We have ahead of us, obviously, the opportunities to adjust these
figures, if economic conditions dictate. I Will be one of those ready to
make new appraisals continuously and to accept and to recommend
changes if those changes seem to be necessary.
Mr. President, the Senate by debating and passing this concurrent
resolution has during the past 3 days implemented a new and what I
believe has been and will continue to be an extremely constructive
method of evaluating and managing the fiscal affairs of the Federal
Government. This process of evaluation is one that cannot help but
significantly improve our budgetary process.
In implementing this method we have been forced to take a hard
look at aggregate Federal spending and revenues and we have debated
thoroughly the stimulative and potentially inflationary aspects of
the historically large budget deficit with which we are now faced.
This has been good because for the first time we can no longer rely
on the piecemeal approach to the budget as a reason for disclaiming
knowledge and responsibility for the seemingly endless string of
budget deficits in the last two decades.
"CROWDING OUTW

Further, we have had to look beyond the budget itself in attempting
to assess its macroeconomic impact. We have examined the probability

of and the extent to which "crowding out" will occur in our capital
markets, and we have carefully debated the growth in the money
supply that will be required to finance this deficit. As a corollary to
these problems we have reviewed the effects on interest rates and the
rate of unemployment and of inflation that will in all likelihood ensue
if we go overboard in trying to stimulate the economy and end the
recession.
Literally countless man-hours were spent in arriving at the Budget
Committee's recommendation. We on the committee went through
an even more in depth analysis of the various proposals for the budget
than did the Senate as a whole.
The result was the recommendation which includes a deficit that
many Members were at first unable to accept but, as they went on,
as the educational process showed the necessity for this policy, they
were able to justify it because they were not able to see any other
solution to our problem.
On the other hand, several members of the committee and of the
Senate would prefer that the deficit were larger. However, I think
the votes cast by the Senate on the various amendments both to lower
and to raise the deficit indicate that the committee's recommendation
contained a deficit large enough to please those Members of the Senate
who believe our economy needs more stimulus, and it contained deficit
that was as low as those Members of the Senate, myself included,
who are more concerned with the risk of reigniting inflation could
have reasonably expected.
DISCIPLINE MOST IMPORTANT

Mr. President, as I mentioned in my opening remarks on this concurrent resolution, I think the most important phase of this entire
process is the discipline it has and will continue to enforce on manage.
ment of this Nation's fiscal affairs.
We now have in the budget process the mechanism to engage in
reasonable and more long-range review and worked out more longrange policies to keep us out of the kind of economic crisis we are
now facing.
This is a tremendously important step and it cannot help but to
greatly improve the quality of Government that we have in this
country, and improve the abiity of the Congress to cope with situations before they become crises.
I strongly urge the Senate to adopt the resolution. I believe sincerely that in doing so we will have set a historic precedent that in
time will prove to be one of the finest developments that has ever
taken place in our Government.
Mr. CURTIS. Will the Senator yield?
Mr. MUSKIE May I take 30 seconds?

Mr. BELLMON. I yield 30 seconds to the chairman.
APPRECIATION EXPRESSED

Mr. MUSKIE. I just want to take a moment to express my appreciation to Senator Bellmon and the staff of the committee. I know I did
it once before, but at this point when the result of our work is in the
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process of being supported and justified by the Senate, I wanted
to make the point that all of the staff are new at this new job. They have
worked very long hours over the months, facing the frustration of
trying to make a new process work. They have helped educate the
members of the committee, a very important function. There has
been close and outstanding cooperation among the majorit and
minority staffs and the core and task force staffs. As a result, what we
present we think reflects the high order of accomplishment of the
staff, not only the report but the successful inauguration of a new
institution. I wanted to pay my tribute.
The PRESIDING OFFICER. The Senator from Virginia has 4 minutes.
Mr.

HARRY

F.

BYRD, JR.

I believe the Senator from Virginia has

5 minutes, or so I understood a few moments ago.

The PRESIDING OFFICER. The Senator is correct.
Mr. HARRY F. BYRD, JR. Mr. President, I will end my remarks as I
began, by saying again I recognize the hard, conscientious work of
the Budget Committee and its able chairman.
Mr. President, it is not often in matters as serious as the Senate is
discussing today, the matter of a $365 billion budget, that one can
get much amusement.
SENATOR AMUSED

But this morning the Senator from Virginia was amused. The
Sen;..- r from Maine read a letter by the President of the United

States attacking the Congress for the proposed huge deficit. Then the
Democratic Senator from Maine and the Republican Senator from
Oklahoma attacked the President for his letter.
I do not propose to get in the middle of that fight. I think both are
right.
President Ford, in my judgment, played into the hands of the liberal
theorists when he embraced in January the principle of smashing
Federal deficits. It was President Ford himself who recommended
to the Congress a $52 billion deficit.
I say he played into the hands of those who favor more and more
deficit spending. That $52 billion became a floor on which the Congress
then built and increased the deficit.
Mr. President, the resolution now pending before the Senate calls
for the expenditure of $1 billion a day every day of the fiscal year 1976.
That $365 billion budget, which the Senate will vote on in a few
minutes, represents a 35-percent increase in Government spending

in a 2-year period.
I want to say that again. The budget proposal before the Senate

today represents a 35-percent increase in Government spending for
fiscal year 1976 over fiscal year 1974, a period of only 2 years.
In dollars, the proposed budget represents an increase of $96
billion over 1974. That $96 billion increase in the 2-year period is

greater than the total cost of Government in 1965.

Such a huge increase in spending is unrealistic and highly dangerous.
I shall vote in the negative.
REASONABLE FIRST ATTEMPT TO IMPROVE BUDGETMAKING

Mr. MAGNUSON. Mr. President, I am in favor of the first concurrent
resolution reported by the Committee on the Budget. I believe it
52-659 0 . 75 - 33
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represents a very reasonable first attempt to improve the process
by which the Congress determines an appropriate level of total
spending, total revenues, and the resulting surplus or deficit.
By now we all understand the price the current recession is exacting.
Federal tax receipts have been significantly reduced by lower levels
of employment and reduced business profits, and by our own efforts
to stimulate recovery through an emergency tax cut. We cannot do
anything about the revenue losses due to unemployment and lower
profits-they are unavoidable. While there are increased revenues
that could be obtained from tax reform, it is unlikely we will be able
to move quickly enough to get significant benefit from this in fiscal
1976. And we certainly should not reverse our recent decision to cut
taxes-the tax cut is one of the surest ways of stimulating the recovery
necessary to get us out of this situation.
So the outlook is clear-revenues will not be adequate to support
all of the desirable spending programs now being proposed. In this
situation, it is critical that we take a look at the big picture and
select responsible fiscal targets before we enact further spending and
revenue legislation.
AMOUNTS ARE TARGETS

I believe that in view of current economic conditions, the spending,
revenue and deficit levels proposed by the first concurrent resolution
before tle Senate are very responsible. But it is important to emphasize that these amounts are targets, and, therefore, to be considered
as tentative. It is not'possible for us to foresee emergencies which
may arise, or to predict with certainty the direction that the economy
will take in the coming months.
We have all had a recent lesson on the fallibility of economic fore.
casting and we must, therefore, retain the flexibility to alter our fiscal
prescriptions if conditions change unexpectedly. For this reason it is
fortunate that the Congressional Budget and Impoundment Control
Act provides for a second concurrent resolution to be considered in
September. By then the summer appropriations process will be behind
us, and we will have a more accurate picture of the kind of stimulus
the economy needs during fiscal year 1976. Thus, if conditions change
in the coming months, or if our appropriations deliberations reveal
the desirability of currently unforeseen budget cuts or the necessity
of unforeseen budget increases, then we will have an opportunity to
reconsider what we have specified in this first concurrent resolution.
ADJUSTMENTS MAY BE 2ECEBSAHY

I realize there are some Senators who feel the $365 billion overall
pending target may be too low, and a few who think it is too high.
wouldbe inclined to share the concerns of those who fear it may not
provide sufficient stimulation to get us out of the strangle hold of the
current recession. We must assure that we do not find ourselves faced
with this exact budget situation a&ain next year. But the Budget
Committee has rendered its collective judgment, and I for one am
prepared to give my tenative acceptance of that judgment. However,
I wil be watching during the summer months, and if noticeable
improvement in the economy is not obvious, then I believe some
adjustments may be necessary in September.
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Finally let me say that I have long felt that some reform in the
way the Congress considers the Federal budget is necessary. I do not
honestly know whether this new procedure we are embarking upon
provides the best possible solution, but I think it is incumbent upon
all of us to do the best we can to make it work. There is nothing yet
.that convinces me it cannot work. From my perspective as a mem er
< of both the Commerce and the Appropriations Committees, I believe
the other committees of the Senate can work with the Budget Committee to improve the manner in which we decide upon a Federal
budget.
In order both to assist our flagging economy and to support responsible reform to the budgetary process, I urge the Senate to vote in
favor of the first concurrent resolution as reported.
Mr. STENNIS. Mr. President, I want to commend the hard work
and leadershi of Senator Muskie, chairman of the Budget Committee, as wel as each of all the other committee members.
I realize the enormous efforts involved in this new act in attempting
to reconcile all of the spending priorities of the Federal Government,
in terms of the funds we take in and the funds that will be spent.
IJTXlE HOPE OF REDUoING DEFICIT

I shall vote in favor of this resolution. My support, however, is not
to be interpreted as approving the deficit being recommended, which
amounts to $67.5 billion for fiscal year 1976. I realize, however, in
view of the condition of the country and the realities of the times,
that there is little hope of reducing this huge sum.
I would also emphasize that, in supporting the resolution, I am not
committing myself to any of the amounts set forth in the report
regarding the various budget categories. These are not dealt with
specificauy in the concurrent resolution, although, as we all know,

they will be treated separately next year. I am referring now not only
to Defense but to the other 16 budget categories.
Again I wish to compliment the entire committee membership and
its staff for the effort represented by this resolution.
Mr. ROTH. Mr. President, I am deeply concerned about the state
of the economy and, particularly, the plight of unemployed workers
and their families. And although I am fundamentally opposed to
Federal budget deficits, during times of economic hardships I, have
Supported a limited degree of deficit spending to get the economy
moving again and to put people back to work.
TAX REVENM

MOSS IN CORPORATZ EAR

NOS

The President has proposed a budget with a deficit of nearly $60
billion. Approximatel $40 billion of this deficit is due to the amount
of tax revenue lost from a drop in corporate earnings and smaller tax
receipts from unemployed workers. And nearly $20 billion more is
caused by increased spending on unemployment compensation and
public service jobs programs for the people who have lost their jobs
through no fault of their own.

While this deficit may be necessary, there is no justification today
for a higher budget deficit. The Senate budget resolution calls for $365
billion of Federal spending, or spending at the rate of $1billion a day.
This means that the Federal Government will be spending $42 million
an hour, 24 hours a day, every day of the year.
I believe that we must make every possible effort to reduce the
waste in the Federal bureaucracy, hold the line on spending programs,
and exert more discipline over our spending decisions.
Supporters of more and more Federal spending claim that a larger
budget deficit is necessary to create more jobs and provide more
Government services.
But I believe that this type of economic thinking has been primarily
responsible for the economic problems and high unemployment we
are experiencing today.
PRODUCTIVITY THE KEY

The key to this Nation's health and prosperity is the productivity
of our system. For years, the United States was the most productive
nation in the world, with a standard of living that was the envy of
every other country on Earth.
But over the past 15 years, the increased Government spending
and borrowing has eroded private industry's ability to attract funds
for the capital investment needed to create jobs and increase
production.
In order to create real and meaningful jobs, not make-work jobs
paid for by taxpayers, this country needs massive amounts of private
capital investments. But after the Government gets done borrowing
enough funds to finance the deficits, there is very little money available for private industry to build factories, expand production, and
create new jobs.
The result of years of these budget deficits, with the Government
controlling more and more of the available money, is lower economic
growth and fewer jobs.
POLTIC•L

PEALING COSTLY PROGRAMS

Over the past 15 years, the Congress has responded to virtually
ever. national problem by enacting well-intentioned, politically appealing, costly programs.
I believe that the taxpayers of this country have had enough of
wasteful spending programs.
The growing disenchantment with the Federal Government and
our entire political structure is in a large part due to the almost
unanimous belief among taxpayers that the Government is wasting
their money.
The taxpayers know that we can no longer afford to throw more
and more money at every problem in the hopes that it will go away,
and it is about time that the Congress realized this.
GENERALLY IN AGREEMENT ON OVERALL DEFICIT

Mr. DOLE. Mr. President, when I offered my amendment yesterday
to reduce the overall level of Federal expenditures by nine-tenths of 1

EAG
percent, I hoped Congress would take the leadership role on the issue
of fiscal responsibility. At this point, the administration and the
Budget Committee are generally in agreement on the overall amount
of the Federal deficit. For the apparent gap of $7.6 billion between
the aministration's $59.6 billion deficit projection and the Budget
Committee's $67.2 billion deficit estimate is accounted for by different
economic assumptions and cost estimates.
I believe we should have demonstrated to the American people
that we were spending their money only for meritorious, prudent
programs. We could have done this by reducing expenditures by the
$3.2 billion I proposed-thus, eliminating the "fat" which undoubtedly
exists in almost every Government program.
Depending on which figures you use, a vote for the Budget Committee resolution will yield a budget deficit of $59.6 billion or $67.2
billion. Mr. President, I cannot support such a high deficit. Thus,
I cannot support the resolution.
SUPPORT BUDGET PROCESS

00

My vote is not a vote dainst the new confessional budget process.
I commend the Budget committee. For wit out its efforts, a budget
deficit of $80, $90, or $100 billion could have resulted. Indeed by the
time we look back on fiscal year 1976, a deficit of such magnitude may
yet emerge. But we must keep in mind that we are engaged in the
new congressional budget process, not simply the new congressional
Budget Committee process.
Mr. President I recognize the unavoidability of a large Federal
deficit in 1976. For that reason, I did not support attempts to substantially reduce budget outlays. At a time when over 8 million
Americans are unemployed and the rate of unemployment is still
climbing, Government--which is largely responsible for the recession-must respond in a meaningful way. And that costs money-lots of it. My proposal for a modest reduction in expenditures was
grounded on the belief that there is certainly enough "fat" in various
spending programs to reduce expenditures by less than 1 percent. It
was not designed to gut needed antirecession programs.
On more practical terms, I fear that when we go to conference with
the House--which is proposing a $73.2 billion deficit-the $67.2
billion deficit projected by the Senate Budget Committee will be
increased by $2 or $3 billion. Thus, within a couple of weeks we will
be asked to endorse a resolution calling for a deficit in the range of
$70 billion.
OPPOSE RESOLUTION

Mr. President, I shall, therefore, vote against the resolution. I do
so because I am confident that there can and should be reductions in
almost every Government program. I believe that at a time of personal
financial belt-tightening, the hard-pressed American taxpayer has the
right to be assured that his Government is behaving in a fiscally
responsible manner. In my opinion, the budget proposed by the
committee and the administration does not meet this test.
Mr. HANSEN. Mr. President, the Senate, in working its will on the
issue of trying to control expenditures through a legislative budget
process, is to be commended for its effort.
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I want to pay my respects to dedicated Members on both sides who
worked with dedication and conviction in trying to achieve, as nearly
as they possibly could, a balanced budget.
The tough job of balancing priorities between controlling inflation
and promoting employment has seldom been brought into sharper
focus.
I compliment the hard working members of the Budget Committee.
Because I believe the effort to economize is of greater long-range
importance than endorsement of additional spending, I am especially
grateful to those members who espoused the case for trying to hold
down the spending.
In voting against this bill, as I will be doing, I am not rejecting the
concept of planning a limit on spending by the legislative branch but
rather wish to express my regret that teose who worked so hard were
unable to persuade our colleagues that a budget more nearly in
balance would better serve America.
FIRST CONCURRENT

RESOLUTION MARKS REAL PROGRESS TOWARD
BUDGET REFORM

Mr. HRusxA. Mr. President, today I must honor a longstanding
commitment to participate in the dedication of the new Law Center
of the University of Nebraska College of Law in Lincoln. This will
necessitate my absence during the vote on final passage of Senate
Concurrent Resolution 32, which will determine the congressional

budget for fiscal year 1976.

If I were present and voting, my vote would be cast for the
resolution.
This does not mean that I welcome a proposed deficit on the order
of $67 billion to $69 billion and the spending and revenue levels
associated with a deficit of that size.
My*vote was cast on April 29 for the Buckley-McClure amendment
whichX was a responsible call for a deficit of $34 billion. I believe that
the Nation could forgo the Federal spending necessary to get down
to that deficit level, and that our economic and social health would be
the better for it. Unfortunately, a substantial majority of the Senate
did not agree.
I also voted for the Dole amendment which would have reduced
fiscal year 1976 outlays by $3.2 billion. This also failed to gain majority
support. Although the amount of the proposed reduction was relatively
small, it would have strengthened the hand of the Senate conferees in
efforts to hold down the congressional budget in negotiations with
the House.
FIGURES ENSS IN
•E•X(ES

THAN ANTICIPATED

The amending efforts did reveal substantial support for the recommendations of the Budget Committee. Its figures are below those
proposed by its House counterpart. While they exceed the levels set
by President Ford they are much less in excess than I had anticipated.
Mr. President, I am well aware of the hard struggles in the Snate
Budget Committee to arrive at the compromises reflected in the
recommended resolution. Both sides made real concessions. Efforts
on the floor to push the figures up and down have failed. The committee
has both gauged and reflected the majority will of the Senate.
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Let us now proceed in the months ahead to legislate within the
limits we are setting. I hope that wherever possible we will seize
opportunities to reduce spending. That will certainly be my aim in
the Appropriations and Judiciary Committees as we approach the
day of reckoning in September when we must act on the second
concurrent resolution. Then, we will be able to measure how well we
will have responded to the challenge set today.
CAN TAKE ORAT PRIDE IN PASSAGE

Mr. President the distinguished chairman of the Senate Budget
Committee, Mr. Vuskie, the distinguished ranking minority member,
Mr. Bellmon, and all the other distinguished committee members
can take great pride in the passage of this first concurrent resolution.
It marks the fiist full test of the main thrust of the Budget Reform
Act of 1974.
The committee's report, the performance of the managers, and the
general character of debate give distinction to the Senate at a time
when we must strengthen public confidence in our constitutional
system.
As a member of the Joint Study Committee on Budget Control and
a founding member of the Senate Budget Committee, I take special
satisfaction in the fine performance of my distinguished colleagues
who now serve on the Budget Committee.
Mr. President, this is an historic occasion for the Congress and the
Senate. While few of us may be fully satisfied with the figures in the
resolution, we can all applaud the successful completion of the process
of formulating, debating, and passing this first concurrent resolution.
It marks real progress toward the goal of congressional budget reform.
Mr. CURTIS. Mr. President, yesterday there was a great argument
put up in favor of deficit financing. In that connection a gentleman
was quoted in reference to the tax increase in 1930 and 1931. This man
was described as a conservative economist.
I am not here to classify people, but I am inclined to think that he
must have had his hat on that he wears when he lobbies, if he said what
was reported to have been said here.
EFOTS TO BALAC

BUDGET A MISTAIM

It is alleged that Mr. Charls Walker stated that the tax increase to
balance the budget in the closing days of Herbert Hoover's admin-

istration turned out to be a mistake, and it was implied that it caused

our
worsen. It was mentioned that they did not get in
quiteeconomy
as muchtomoney
as they planned and that the implication, at
least, was that it made the recession worse, stating that Speaker Garner
and the President collaborated in an attempt to raise taxes. They had
the election in 1932, and that was chased.
President Roosevelt was brought in. The idea of balancing the
budget was dispensed with. It was spend, deficit financing, increasing
the debt.
It is interesting to note the results. In 1931, unemployment was
almost 16 percent-15.9 percent. In 1932, it lumped to 23.6 percent.
Then came 1933, with all the spending-WPA, PWA, all sorts of
programs-and the unemployment rate was almost 25 percent; it
was 24.9 percent. In 1934, it did not change. It dropped a little, but
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it was 21.7 percent. In 1935, it was 20.1 percent. In 1936, we had 16.9
percent of our people unemployed. In 1937, it did drop to 14.3 percent.
In 1938, after these long years of pump priming, spending, and deficit
financing, the unemployment rose again to 19 percent, and in 1939 the
unemployment was 17.2 percent. It was not until 1940 that it came
down, not to the percentage that we have now, but to 14.6 percent
unemployment.
Mr. President, what does that show? It shows that they. made the
depression permanent; that all the spending, the pump pnnmng, and
the deficit financing did not solve our economic ills. They subsidized
the depression and it went on.
The unemployment never ended until World War II came along.
The war started in Europe in 1939. The next year our unemployment
dropped from 17.2 percent in 1939, to 14.6 percent in 1940. By that
time, we had quite an armament program going on. In the last part of
1941, we were involved, ourselves. But the unemployment for 1941
was still 9.9 percent.
DEFICIT SPENDING TO CU

RECESSION TRIED AND FAILED

In other words, what is being advocated now-to use deficit spending
to cure recession-was tried and totally failed. Unemployment did not
get any better. It never ended until this country got into war.
Mr. President, I wish that somebody would come forth with some
new ideas or turn to ideas that have been tried and have worked
rather than those that have failed. I believe that this economy would
spurt ahead if we had balanced budgets, because people would have
confidence. They would make contracts. They would undertake ventures. They would make investments. They would do the other things
that would cause our economy to hum.
The PRESIDING OFFICER. The hour of 12 o'clock having arrived,
the question is on agreeing to the concurrent resolution.
Mr. MUSKitE. Mr. President, I suggest the absence of a quorum.
The PRESIDING OFFICER. The clerk will call the roll.

The legislative clerk proceeded to call the roll.

Mr. MANS FIELD. Mr. President, I ask unanimous consent that the

order for the quorum call be rescinded.

The PRESIDING OFFICER. Without objection, it is so ordered.
Mr. MANSFIELD. Mr. President, I ask for the yeas and nays.
The PRESIDING OFFICER. Is there a sufficient second? There is a

sufficient'second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The question is on agreeing to the resolution: The yeas and nays have been ordered. The clerk will call the roll.
The legislative clerk called the roll.
Mr. MANSFIELD (after having voted in the affirmative). Mr.

President, on this vote I have a pair with the Senator from Utah
(Mr. Moss). If he were present and voting, he would vote "yea,,"
If I were at liberty to vote, I would vote "nay." Therefore, I withdraw
my vote .
Mr. ROBERT C. BYRD. I announce that the Senator from Indiana

(Mr. Bayh), the Senator from Alaska (Mr. Gravel), the Senator from
South Carolina (Mr. Hollings), the Senator from Hawaii (Mr. Inouye),
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the Senator from Utah (Mr. Moss), and the Senator from Missouri
(Mr. Symington) are necessarily absent.
I further announce that, if present and voting, the Senator from
Indiana (Mr. Bayh), the Senator from Missouri (Mr. Symin~ton),
and the Senator from Alaska (Mr. Gravel) would each vote 'yea."
Mr. GRIFFIN. I announce that the Senator from Nebraska"(Mr.
Hruska) is necessarily absent.
I further announce that, if present and voting, the Senator from
- Nebraska (Mr. Hruska) would vote "yea."
The result was announced-Yeas 69, nays 22, as follows:
[RoUcall Vote No. 157 Log.
YEAS-69
Hart Philip A.
Hartke
Haskell
Hatfield
Hathaway
Huddleston
Humphrey
Jackson

Abourezk
Baker
Beau
Bellmon

Bentsen
Biden
Brooke

Bumpers
Burctick
Cannon
Case

Javits

Chiles
Church
Clark
Cranston
Culver
Domenici
Eagleton
Eastland
Fong
Ford
Glenn
Hart, Gary W.
Allen
Bartlett
Brock
Buckley
Byrd, Harry F. Jr.

Byrd, Robert
Curtis
Dole

d.

Johnston
Kennedy
Leahy
Long
Magnuson
Mat-hias
McClellan
McGee
Mcbovern
McIntyre
Metcalf
Mondale
Montoya
Morgan
NAYS-22
Fannin
Garn
Goldwater
Griffin
Hansen
Helms
Laxalt
McClure

Muskie
Nelson

Nunn

Pastore
Pearson
Pen
Percy

'Proxmire
Randolph
Ribicoif
Schweiker
Scott, Hugh
Sparkman
Stafford
Stennis
Stevens
Stevenson
Stone
Taft
Tunney
Weicker
Williams
Young
Packwood
Roth
Scott, William L.
Talmadge
Thurmond
Tower

PRESENT AND GIVING A LIVE PAIR, AS PREVIOUSLY RECORDED-1
Mansfield, against
NOT VOTING-7
Bayh
Symington
Hruska
Gravel
Inouye
Hollings
Moss

So the concurrent resolution (S. Con. Res. 32) was agreed to.
Mr. MusKxI. Mr. President I move to reconsider the vote by
which the resolution was agreed to.
Mr. BELLMON. I move to lay that motion on the table.
The motion to lay on the table was agreed to.
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[As Passed Senate May 1, 1975, and Sent to House]

"~~8 S. CON. RES. 32
CONCURRENT RESOLUTION
1

Resolved by the Senate (the House of Representati'ce

2 concurring), That the Congress hereby determines, pursuant
3 to section 801 (a) of the Congressional Budget Act of 1974,
4 that for the fiscal year beginning on July 1, 19755
6

(1) the appropriate level of total budget outlays is
$365,000,000,000;

7
8

(2) the appropriate level of total new budget authority is $388,600,000,000;

9

(8) the amount of deficit in the budget which is

10

appropriate in the light of economic conditions and all

11

other relevant factors is $67,200,000,000 under existing

12

law;
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2
1
2

0

3

(4) the recommended level of Federal revenues
under existing law is $297,800,000,000; and
(5) the appropriate level of the public debt is

4

$617,600,000,000 under existing law.

5

SEC. 2. The Congress, in setting forth the amounts con-

6 tained in the first section of this resolution, estimates that
7 Federal receipts from the leasing of the Outer Continental

8 Shelf for oil exploration purposes will be $4,000,000,000,
9 rather than the $8,000,000,000 estimated in the budget sub.
10 mitted by the President. If the $8,000,000,000 estimated is
11 realized, the deficit set forth in paragraph (3) of the first

12 section is $03,200,000,000 under existing law.
Passed the Senate May 1 (legislative day, April 21),
1975.
Attest:

Secretary.
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SENATE, MONDAY, MAY 5, 1975
[From the Congresional Record)
p. S7460
CONGRESSIONAL

BUDGET DETERMINATION

Mc. MusICIE. Mr. President I ask that the Chair lay before the
Senate a message from the house of Representatives on House
Concurrent Resolution 218.
The PRESIDING OFFICER (Mr. Laxalt) laid before the Senate
House Concurrent Resolution 218, as follows:
[As Passed House May 1, 1975, and Sent to Senate]

94TC
CONGRESS
18T SESSION

F 218
HeCON. RES.

CONCURRENT RESOLUTION
1

Resolved by the House of Representatives (the Senate

2 concurring), That the Congress hereby determines and
3 declares, pursuant to section 301 (a) of the Congressional
4 Budget Act of 1974, that for the fiscal year beginning on
5 July 1, 19756

(1) the recommended level of Federal revenues is

7

$298,181,000,000 and the amount by which the aggre-

8

gate level of Federal revenues should be decreased is

9

$4,400,000,000;

10
11

(2) the appropriate level of total new budget anthority is$395,938,000,000;
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1

(8) the appropriate level of total budget outlays

2
8

is $368,218,000,000;
1 (4) tie amount of the deficit in the budget which

4

is appropriate in the light of economic conditions and

5

all other relevant factors is $70,032,000,000; and

6

(5) the appropriate level of the public debt is

7

$619,900,000,000, and the amount by which the tem-

8

porary statutory limit on such debt should accordingly

9

be increased is $88,900,000,000.
Passed the House of Representatives May 1, 1975.
Attest:

Clek.
Mr. MUSKIE. Mr. President, I ask unanimous consent to strike all
after the resolving clause and insert in lieu thereof the language of
Senate Concurrent Resolution 32, as amended.
The PRESIDING OFFICER. Is there objection?
Mr. HARRY F. BYRD, JR. Mr. President, will the Senator yield for
a question?
Mr. MUsRic. I am happy to yield.
Mr. HARRY F. BYRD, JR. Will this make it more or less than the

e

proposed figure to which the Senate agreed?

Mr. MusxiE. The purpose of this procedure is to send the matter
to conference; so this action by the Senate has no effect upon either
the Senate concurrent resolution or the House concurrent resolution.
Mr. HARRY F. BYRD, JR. I thank the Senator.

The PRESIDING OFFICER. Without objection, it is so ordered. The

question is on agreeing to the concurrent resolution (H. Con. Res.
218), as amended.
The concurrent resolution (H. Con. Res. 218, as amended) was
agreed to, as follows:

51-8
(As Passed Senate May 5, 1975, and Sent to House)

In the Senate of the United States,
May 5 (legislative day, April 21), 1975.
Resolved, That the concurrent resolution from the House
of Representatives (H. Con. Res. 218) entitled "Concurrent
resolution setting forth, on an aggregtte basis only, the congressional budget for the United States Government for the
fiscal year 1976", do pass with the following

AMENDMENT:
Strike out all after the resolving clause and insert:
That the Congress hereby determines, pursuant to section
301(a) of the Congressional Budget Act of 1974, that for
the fiscal year beginning on July 1, 1975(1) the appropriate level of total budget outlays is

$365,000,000,000;
(2) the appropriate level of total new budget authority is $388,600,000,000;
(3) the amount of deficit in the budget which is
appropriatein the light of economic conditions and all
other relevant factors is $67,200,000,000 under existing
law;
(4) the recommended level of Federal revenues
under existing law is $297,800,000,000; and

,•

"

'619

2
(6) the appropriate level of the public debt is
$617,600,000,000 under existing law.
SaH. 2. The Congrem, in setting forth the amounts con.
gained in the first section of this resolution, estimates that
Federal recepts from the leasing of the Outer Continental
Shelf for oil exploration purposes will be $4,000,000,000,
rather than the $8,000,000,000 estimated in the budget submitted by the President. If the $8,000,000,000 estimatA is
realized, the deficit set forth in paragraph (3) of the first
section is $68,200,000,000 under existing law.
Attest:

Secretary.
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Mr. MuszKI. Mr. President I ask unanimous consent that the vote
by which Senate Concurrent resolution 32 wa agreed to be vacated
and that Senate Concurrent Resolution 32 be indefinitely postponed.
The
PRESIDING OMCER. IS there objection?
Mr. HARRY
F. BYRD JI. Mr. Present, reser
the right to object could we have a clarification of that request?
Mr. MusxxI. May I say to the distinguished Senator from Virginia
that the purpose of this procedure is to send back to the House of
Representatives the House concurrent resolution with the House number, with the language of the Senate concurrent resolution attached.
We will then be in disagreement with the House of Representatives
on the same measure, and the House would then presumably request
a conference to work out the language in disagreement.
Mr. HARRY F. BYRD, JR. So it is a procedural technicality?
Mr. Muslxxi. It is a procedural technicality.
The PRZSIDING OFFICER. Without objection, it is so ordered.

SENATE, TUESDAY, MAY 6, 1975
[From the Congrtional ReordJ
p. $7566
DETERMINATION OF THE CONGORESSIONAL BUDGET
Mr. MusRIx. Mr. President, I ask the Chair to lay before the
Senate a message from the House of Representatives on House Concurrent Resolution 218.
The Presiding Officer (Mr. Packwood) laid before the Senate a
message from the House of Representatives announcing its disagreement to the amendment of the Senate to the concurrent resolution
(H. Con. Res. 218) setting forth, on an aggregate basis only, the congresional budget for the U.S. Government for the fiscal year 1976
and requesting a conference with the Senate on the disagreeing votes
of the two Houses thereon.
Mr. MusKmI. I move that the Senate insist upon its amendment

and agree to the request of the House for a conference on the disagreein votes of the two Houses thereon, and that the Chair be
authorized to appoint the conferees on the part of the Senate.
The motion was agreed to; and the Presiding Officer appointed
Messrs. Muskie, Magnuson Moss, Mondale, Hollings,
Bellmon, Dole, Beall, and bomenici conferees on the part of the
Senate.
(521)
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SENATE, MONDAY, MAY 12, 1975
[From the Congressional Record]
pp. $7824-87825
CONGRESSIONAL BUDGET DETERMINATION
Mr. MUeKIE. Mr. President, last Friday the Senate and House
Budget Committees concluded their conference on the first concurrent
resolution on the budget and filed a conference report and statement of
managers in each House. The Budget Act requires that this first
concurrent resolution on the budget be adopted by May 15, which is
Thursday of this week. Inasmuch as the House requested the conference and the Senate agreed to it, the Senate is required under normal
procedures to act first on the conference report. We are advised that
the schedule of the House of Representatives will be accommodated if
we are able to dispose of this conference report in the Senate on
Wednesday, May 14. Therefore, in consultation with the majority
and minority leaders, we have requested that the Senate take up the
matter of the conference report on House Concurrent Resolution 218,
the first concurrent resolution on the budget, early Wednesday so that
the House can complete action on the same day.
[From the Congresional Record]
p. 87922
Or1)ER FOR CONSIDERATION 6N WEDNESDAY OF HOUSE CONCURRENT

RESOLUTION 218--CONGRESSIONAL BUDGET DETERMINATION
Mr. ROBERT C. BYRD. Mr. President, I understand that this request
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has been cleared with the other side, particularly with Mr. Bellmon.
Mr. President, I ask unanimous consent that on Wednesday, after
routine morning business has been concluded, the Senate take up the
conference report on House Concurrent Resolution 218, the first
concurrent resolution on the budget.
The PRESIDING OFFICER. Without objection, it is so ordered.

(522)

SENATE, WEDNESDAY, MAY 14, 1975
[From the Congressional Record]
pp. 58162-58169
FIRST CONCURRENT RESOLUTION ON THE BUDGPT-FISCAL YEAR
1976-CONFERENcE REPORT
The PRESIDENT pro tempore. Under the previous order, the Senate
will now proceed to the consideration of the conference report on
House Concurrent Resolution 218, which the clerk will report.
The assistant legislative clerk read as follows:
The committee of conference on the disagreeing votes of the two Houses on the
amendment of the Senate to the bill (H.Con. Res. 218) settin forth on an awegate basis only, the congressional budget for the United States Government for the
fiscal year 1976.
Mr. MuIEn•. Mr. President, I ask unanimous consent that the
following members of the staff of the Committee on the Budget be
granted the privilege of the floor during the consideration and votes on
the conference report on House Concurrent Resolution 218: Douglas
Bennet, John MfcEvoy Arnold Packer, Sid Brown Robert Boyd,
Franklin Jones, David Blackburn Bruce Thompson, bill Stringer.
The PRESIDENT pro tempore. Without objection, it is so ordered.
Mr. MUSKIE. Mr. Presi ent, I ask unanimous consent that the vote
on the conference report take place by 12:30 p.m., immediately prior
to the vote on the Johnston amendment to the bilU S. 200.
The PRESIDINO OFFICER. Without objection, it is so ordered.
Mr. MUSKIz. Mr. President, I ask unanimous consent that the text
of the conference reprt be printed in the Record at this point.
There being no objection the conference report was ordered to be
printed in the Record, as follows:
(523)
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SENATE
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No. N94-118

FIRST CONCURRENT RESOLUTION ON THE BUDGETFISCAL YEAR4 1976

MAT 9 (leaslative day, Aim 21), lon--Ordered to be printed

Mr. Musomx, from the committee of conference,
submitted the following

CONFERENCE REPORT
(To aompany H. Con. Re.. 218

The committee of conference on the disagreeing votes of the two
Houses on the amendment of the Senate to the concurrent resolution
(H. Con. Res. 218) setting forth, on an aggregate basis only, the conyear
gresional budget for the United States Government for the &&Ial
recto
agreed
have
conference
free
and
full
after
met,
having
1976,
ommend and do recommend to their respective Aouses as follows:
That the House recede from its disagreement to the amendment of
the Senate and agree to the same with an amendment as follows:
In lieu of the matter proposed to be inserted by the Senate amendment insert the following:
That the Congress hereby determine pursuant to section 01 (a) .of

oi4
the Co•greusina Budget Act of

that for the fecal year begin-

ning on -uly 1,1975(1) the apprpit ee fttZbde

000000;

uly s$6^

(2) the appropriate level of total neo budget authority is

$8968((A9,O00O;
(8)Y -the amount of the deficit in the bud et which is avpprprate in the light of economic conditions a all other relevant fac-

tor is$68,4oo0ooo[#;

(4) the reooý indd level of Federalrevenues is $298,180P00000, and the amount by which the aggregate level of Feera,
..
• d.
revenues.hould be deereasedis $83O,00.0I,
the pulcd-9s$676K,0/X
of temporry
levelthe
(5) the appropriate
statutory limit on such
Wich

and the amount-by1

debt should accoringly be increasedis $861000P0/00.

* U-010 0 gisr Print
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And the Senate agree to the same.

EDMrUND S. MUSKIE,
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AuN CRNSTON,
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RoBERT DOLE,

J.

GLENN BALL,

Jr.,

PzTE V. DOMENICI,

Mangers on the Partof the Senate.
BROCK ADAMS,
JIM WRIGHT,

ToM ASHLEY,
ROBERT N. GIAIMO,

NEAL SMITH
JAMES G. Oi{ARA,

SAM M. GIBBONS,

PARREN J. MITCHELL,
BUTLER DERRICK,

Managerson the Partof thi Senate.
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JOINT EXPLANATORY -STATEMENT OF THE
COMMITTEE OF CONFERENCE

•

The mangers on the part of the House and the Senate at the conference on the disagreeing votes of the two Houses on the amendment of the Senate to the concurrent resolution (H. Con. Res. 218)
setting forth, on an aggregate basis only, the congressional budget
for the United States Government for the fiscal year 1976, submit
the following ooint statement to the House and the Cate in explanation of the effect of the action agreed upon by the managers and
recommended in the accompanying conference report:
OUTLAYS

The House resolution provided for total outlays in the amount of
$868.213 billion. The Senate amendment provided for outlays in the
amount of $365.0 billion. The conference report provides for total
outlays in the amount of $867.0 billion.
BuDGET Aum-owrrY
The House resolution provided for total new budget authority in
the amount of $395.938 billion. The Senate amendment provided for
new budget authority in the amount of $388.6 billion. The conference
report provides for total new budget authority in the amount of $395.8

billion.

DIxorr
The House resolution provided for a budget deficit in the amount of
$70.032 billion. The Senate amendment provided for a deficit in the
amount of $67.2 billion. The conference report provides for a budget
deficit in the amount of $68.82 billion.

<

The House resolution provided for Federal revenues in the amount
of $298.181 billion; and achieve that level, it provided that revenues should be decreased by $4.4 billion. The Senate amendment provided for Federal revenues in the amount of $297.8 billion. The
conference report provides for Federal revenues .in the amount of
$298.180 billion; and, to achieve that level, provides that revenues
should be decreased by $3.4 billion.
The conference substitute (1) accepts the House assumption that
major provisions of the Tax Reduction Act scheduled to expire December 31, 1975, will be extended by the Congress, lowering revenues
by $4.4 billion; (2) accepts the House position with respect to raising
additional revenues through enactment of tax reform legislation but
reduces from $3billion to $1billion the amount to be realized in Fiscal

(8)
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Year 1976; and (8) assumes that, as a result of recent tax collection
experience, an additional $2billion in revenues will be received during
Fiscal Year 1976.
PuBLio DEBT

The House resolution provided for a public debt level of $619.9
billion; and to achieve that level, provided that the temporary statutory limit on the public debt should be increased by $88.9 billion. The
Senate amendment provided for a public debt level of $617.6 billion.
The conference report provides for a public debt level of $617.6 billion;
and that, to achieve that level, the temporary statutory limit on the
public debt should be increased by $86.6 billion.
FUNCtIONAL CATEOR•S

The aggregate budget figures in the report represent the best judgment of the managers as to the appropriate levels of spending and
income for fiscal 11.76. That judgment could change if economic conditions change significantly between May and September, when the
Senate and Hoise Budget Committees will submit a Second Concurrent Resolution to set aggregate ceilings for fiscal 1976.
The functional category figures in this report are intended to serve
as guidelines for the Congress, to explain the steps by which the
conference reached the aggregate totals, and to provide a benchmark
for the Second Concurrent Resolution. The estimates of the managers
for budget authority and oulays in each functional category are as
follows:
NATIONAL

WDNSu

(050)

The House Resolution assumes budget authority of $100.5 billion
and outlays of $90.2 billion.
The Senate amendment aesumes budget authority of $101.0 billion
and outlays of $91.2 billion.
The Conference substitute assumes $100.7 billion in budget authority
and $90.7 billion in outlays. This is an increase of $0.2 billion in budget
authority and $0.5 billion in outlays above the House amounts and a
decrease of $0.8 billion in budget.authority and $0.5 billion in outlays
below the Senate amounts. In arriving at these amounts, the managers
so
considered and agreed to the following:
(a) If Conpess should decide not to limit increases in defense
salaries and retirement allowances, there are sufficient funds
within this total to support that decision.
(b) All funds requested for military assistance to South Vietnam
and Cambodia were deleted from fiscal 1976 estimates, including the outlay effect of the 1975 supplemental requests.
(c) The balance of the reductions are the result of revised inflation estimates, reductions in program growth, and financial adjustments.
INTrmwATIoNAL Awams (150)
The House Resolution assumes budget authority of $4.7 billion and
outlays of $5.0 billion.
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The Senate Resolution assumes budget authority of $6.0 billion and
outlays of $4.9 billion.
The Conference substitute assumes $4.9 billion in budget authority
and $4.9 billion in outlays.
The Conference substitute allows $0.2 billion in budget authority
for the Special Financing Facility and assumes that the estimate for
foreign economic assistance will be reduced by $0.9 billion. in budget
authority and $0.4 billion in outlays below the budget as submitted.
The managers agreed to the House level for foreign economic assistance, assuming major reductions in Indochina Postwar Reconstruction. The managers also agreed that token budget authority
shuuld be provided for the Special Financing Facility to indicate the
Congress anticipates a legislative proposal for this purpose.

GENERAL SCIENCE, SPACE AND TECHNOLOGY

(250)

The House Resolution assumes budget authority of $4.708 billion
and outlays of $4.599 billion.
The Senate amendment assumes budget authority of $4.7 billion and
outlays of $4.6 billion.
The House and Senate estimates were substantially the same. The
managers agreed to the Senate's figures.
NATURAL RzSOuRCES, ENvIRONX•Er AND ENMMY

(800)

The House Resolution assumes budget authority of $14.1 billion and
outlays of $11.5 billion.
The Senate amendment assumes budget authority of $13.4 billion
and outlays of $11.7 billion.
The Conference agreed to budget authority of $13.8 billion and
outlays of $11.6 billion.

AoGcRuLT

V

ww
•.

(850)

The House Resolution assumes budget authority of $4.3 billion and
outlays of $1.8 billion. .
The Senate amendment assumes budget authority of $4.3 billion and
outlays of $2.0 billion.
The Conference agreed to the House estimates. By this action the
Conference does not either include or exclude outlays for the farm bill
recently vetoed, because the conferees assume that outlays in fiscal
1976 will be minimal if that bill or a similar bill becomes law.
COMMERCE AND TRANSPORTATION (400)
The House resolution assumes budget authority of $11.0 billion and
outlays of $18.5 billion.
The Senate amendment assumes budget authority of $9.5 billion and
outlays of $16.6 billion.
The conference substitute assumes $11.3 billion in budget authority
and $17.5 billion in outlays. The estimates include a total of $0.8 billion in outlays for small business, postal service and rail rehabilitation
projects now being considered by the House-Senate conference on the
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Emergency Employment Appropriations Act of 1975. The estimates
also contain $8.3 billion in budget authority to continue advance highway apportionments and $6.8 billion in highway outlays. Outlays ?f
$0.4 billion are provided for housing legislation expected to pass in
fiscal 1975. Fun in or other rail improvement projects recommended
by the Senate is included, with $600 million in budget authority and
outlays. Other items include additions to the Administration's budget
of $0.2 billion in budget authority and outlays for the Washington
Metro; $0.2 billion in budget authority and outlays for Postal Service
subsidies; and $0.8 billion in budget authority and $0.2 billion in outlays for additional small business loans.
COMMUNITY AND RzGIONAL D]EwxEwMNr

(450)

The House resolution assumes budget authority of $10.8 billion and
outlays of $9.0 billion.
The Senate amendment assumes budget authority of $6.0 billion and
outlays of $6.6 billion.
The Conference substitute assumes $11.0 billion in budget authority
and $8.65 billion in outlays.
The House resolution assumes $5.0 billion in budget authority and
$2.5 billion in outlays for accelerated public works programs. The
Senate amendment did not include this assumption. Since the acceler.
ated public works program is intended to provide economic stimulus,
the Conference agreed to retain the House budget authority stimulus,
and an outlay estimate of approximately $2.1 billion to be available
either for an accelerated public works program or some other appropriate stimulative program that Congress may decide to enact, such as
emergency financial assistance to State and local governments.
EDUCATION, MANPOWER AND SOCIAL SERVICES

(500)

The Helise resolution assumes budget authority of $19.0 billion and
outlays of $20.4 billion.
The Senate amendment assumes budget authority of $20.7 billion
and outlays of $19.4 billion,
The conferees agree to budget authority of $19.0 billion and outlays
of $19.85 billion in this function. These figures assume that all programs in this function can be funded at least at their fiscal year 1975
funding level, that regular on-going programs be increased, and that
the number of public service employment jobs also be increased. The
conferees reached their decision with regard to public service employment in this function, which involves a reduction in the House estimate, in view of the job-creating effect of the $0.6 billion assumed in
function 400 for rail assistance.
(550)
The House Resolution assumes budget authority of $88.1 billion and
outlays of $30.7 billion.
The Senate amendment assumes budget authority of $82.6 billion
and outlays of $31.0 billion.
The conferees agreed to the House figures.
HEALTH
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(W00)

The House resolution assumes budget authority of $141.8 billion
and outlays of $124.9 billion.
The Senate amendment assumes budget authority of $188.5 billion
and outlays of $126.1 billion.
The conferees agreed to budget authority of $140.9 billion and outlays of $125.8 billion in this function.
This total includes $0.8 billion for the extension of emergency benefits for the insured unemployed for an additional 13 weeks. It also
assumes savings in fiscal year 1976 through legislative and administrative improvements in programs such as food stamps, aid to families
with dependent children, and social security.
The managers intend that there be no cap on benefit increases as
proposed in the President's budget. The managers intend that the
resolution provide sufficient funds to extend both emergency benefits
for the insured unemployed and also. special unemployment assistance
for the uninsured unemployed.
VmERANs BZLurrs AND SZmxcu

(700)

The House Resolution assumes budget authority of $18.0 billion and
outlays of $17.5 billion.
The Senate amendment assumes budget authority of $17.6 billion
and outlays of $16.9 billion.
The Conference agreed to the House assumptions of $18.0 billion in
budget authority and $17.5 billion in outlays for this function. The
managers on the part of the Senate agreed to these figures because of
the probability that Congress will reject Administration proposals to
reduce the eligibility period for veterans' readjustment benefits and
to require reimbursement from private health insurers for VA health
care. rhe Senate amendment did not assume increases in budget authority and outlays for either. The House assumed $0.7 billion in
budget authority and outlays for these probable expenditures, to
which the conferees agreed.
LAw ENMOROZMENT AND JUsTncu

(750)

The House resolution assumes budget authority of $3.291 billion and
outlays of $3.363 billion.
The Senate amendment assumes budget authority of $3.8 billion and
outlays of $3.4 billion.
The Conference agreed to the House figures, rounded to the nearest
tenth of a billion dollars.

'

GENERAL GOVERNMENT (800)
The House resolution assumes budget authority of $3.3 billion and
outlays of $3.35 billion.
The Senate amendment assumes budget authority of $3.8 billion and
outlays of $3.2 billion.
The conference committee agreed to $3.3 billion in budget authority,
the same as the House and Senate estimates, but to $3.3 billion in out-
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lays $50 million below the House assumption and $100 million above
the Senate assumption.
PuRPosE FIs0AL ASeISTANic (850)
The House resolution assumes budget authority of $7.805 billion and
outlays of $7.249 billion.
The Senate amendment assumes budget authority of $7.3 billion and
outlays of $7.2 billion.
Essentially, the assumptions of both Houses were the same for this
function, but the conference committee agreed to round out the House
estimate to the nearest tenth of a billion dollars.
REVENUE SHARING AND GENERAL

I1M r

(900)

The House resolution assumes budget authority of $85.0 billion and
outlays of $35.0 billion.
The Senate amendment assumes budget authority of $85.3 billion
and outlays of $35.3 billion.
The Conference substitute provides $35.0 billion in budget authority
and outlays, the same as the House estimate and $0.8 billion lower
than the Senate estimate. If interest payments are lower due to changes
in the economy, the conferees agreed, up to $100 million in outlays
could be made available for Education, Manpower, and Social Services
and for Community and Regional Development, to be divided equally
between the two functions.
ALLwOwAxNs

The House resolution assumes budget authority of $1.7 billion and
outlays of $1.5 billion.
The Senate amendment assumes budget authority of $1.3 billion and
outlays of $1.1 billion.
The Conference agreed to $1.4 billion in budget authority and $1.2
billion in outlays.
The conferees assume that the levels agreed upon are sufficient to
cover civilian agency pay raises under existing law and outlays that
may be required for humanitarian assistance for Indochina refugees,
as well as other contingencies.
UNDI•SBUD

O

-rsNo
Rwnr

(950)

The House resolution assumes budget authority of -$16.193 billion
and outlays of -$16.198 billion. The Senate amendment assumes
-$16.2 billion in each case.
The Senate amendment assumes identical amounts.
The conference substitute accepts the Senate estimate.
Both the House resolution and the Senate amendment assumed $4.0
billion in receipts from leases of mineral rights on the Outer
Continental Shelf, rather than $8.0 billion estimated by the
Administration.
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BUDGET AUTHORITY AND OUTLAYS: FISCAL YEAR 1976
On billions of doilma

Functlon

Budget Authority
Confer-

Senate House

*noe

Outlays
Senate House

Confer*noe

90.2 90.7
......... - - - 101.0 100.5 100.7 91.2
08--National Defen--5.0
4.9
4.9
4.9
6.0
4.7
150-International Affairs ................
250-GCneral Science, Space, and Tech4.6
4.6
4.6
4.7
4.7
4.7
noly ..........................
3•W--Natural RWUrces, Environment, and
13.8
11.7 11.5 11.6
14.1
13.4
Energy ..........................
1.8
1.8
4.3
2.0
4.3
4.3
350-Agriculture ........................
18.5 17.5
11.0
11.3 16.6
9.5
400-Commerce and Transportation .......
9.0
8.65
11.0
6.6
6.0
10.8
4,5%--Community and Regional Development.
50-Education. Manpower and Social
19.85
19.0
19.0 19.4 20.4
20.7
Services ........................
32.6 33. V 33.1 31.0 30.7 30.7
S5--Helth ............................
138.5 141.3 140.9 126.1 124.9 125.3
--IncomeSecury .........----------17.5 17.5
16.9
17.6
18.0 18.0
700--Vetans Beneitsand Services .......
3.4
3.4
3.3
3.4
3.3
3.3
758-Law Enforcement and Justice ........
3.4
3.3
3.2
3.3
3.3
3.3
800--General Government ................
850-Revenue Sharing and General Purpose
7.2
7.2
7.2
7.3
7.3
7.3
Fiscal Assistance .................
35.3 35.0 35.0 35.3 35.0 35.0
W0--intemt ...........................
1.5
1.2
1.4
1.1
1.3
1.7
-Allowances .........................
90--Undistributed Offsetting Receipts....- -16.2 -16.2 -16.2 -16.2 -16.2 -16.2
Total ...........................

388.6

395.9

395.8

365.0

368.2

367.0

Details mary not add to total due to rounding.
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Managereon the Partof t10 House.

Mr. MUSKIE. Mr. President, today, we ask the Senate to take one
more stein the process of improving congressional management of the
Federal budget. The Senate has before it the conference report on the
first concurrent resolution on the budget for fiscal 1976. I urge Senate
approval of the report.
NEW PROCESS WORFINO AS PLANNED

Before getting into details on the report, I want to say that so far
the new process is working precisely the way those of us who helped
write the Congressional Budget and Impoundment Control Act thought
it should. It also is working more smoothly than many of us had any
right to expect it would this early in its career.
As a result, we have before us a budget that is tailored to the needs
of the economy. And we have before us a budget which has been
written in the open, with every detail subject to public examination
and debate. There is no mystery about how it was put together and
and why it calls for the spending patterns it recommends.
As the act requires, the managers of the conference have agreed
upon a combination of revenue and outlays which have been chosen
with care to meet the needs of a nation and its people during the worst
recession in more than 30 years. We are persuaded that the target for
outlays of $367 billion will help stimulate the economy and put
Americans back to work without generating new inflationary pressures.
We have agreed upon a pattern of spending that gives highest priority to those programs which get Americans back to work and help
them in other ways to weather this recession.
MONEY MOVED AMONG FUNCTIONAL CATEGORIES

During the course of the conference, some major amounts of
money were moved among the functional categories. In every case,'
the reason for the move was to provide a maximum amount of spending
for antirecession programs and to keep increases in the base of permanent, long-range spending to a minimum.
Thus, the conference managers have increased the amount of
money that will create new jobs. They have balanced those increases
with cuts in programs where spending can be deferred without leading to a loss of jobs. And they present these changes with unanimous
support. All 10 managers for the Senate have signed the report.
When we brought the first concurrent resolution before the Senate
last month, I said that the Federal budget is more than an exercise in
cost-accounting. It is an annual affuiation of national hopes and
goals. It is couched in terms of dollars, but its real meaning is in the
purpose for which those dollars are spent--in the education of children, the defense of the Nation, and the support of retired workers.
Today, however, I will concentrate on the numbers, on accounting
for the changes which the conference recommends in the budget ceili
and revenue estimates which the Senate and House approved on
May 1.
CHANGE IN REVENUE RECOMMENDATIONS

m

One change is in the revenue recommendations. The Senate recommended revenues of $297.8 billion in its resolution. The conference

managers recommend a higher revenue estimate of $298.2 billion,
based on three factors:
First. Congress probably will extend major provisions of the Tax
Reduction Act of 1975 into Aext year;
Second. The revenues for fiscal 1976 probably will be at least $2
billion higher than the Treasury Department originally calculated
them to be; and
Third. Congress will enact tax reforms that will produce about $1
S billion in additional revenues during fiscal 1976. The House resolution
was amended on the House floor to recommend tax reforms to produce
$3 billion in new revenues, with a majority of the members of the
Ways and Means Committee supporting the amendment. The Senate
did not assume any tax reform in its resolution.
The conference also recommends a change in the target ceiling for
outlays to $367 billion, which is $2billion higher than the ceiling ap
proved by the Senate and $1.2 billion lower than the ceiling set by the
House. All of the increase above the original Senate resolution outlay figure would go to job-creating temporary programs.
The combination of the revenue and outlay recommendations would
produce a fiscal 1976 deficit of $68.8 billion-somewhat hi her than
the Senate figure-somewhat lower than the House fi re. However,
the conference deficit figure assumes an extension of the Tax Reduction Act, which was not included in the Senate resolution. This will
reduce revenues by an estimated $4.4 billion in fiscal year 1976.
ICr

ASE IN U S FOR TMPORAY SECONDARY PROGnXAMS

The most important change in the conference budget proposal is in
the increase in funds that would be directed into temporary recovery.
The House approved about $9 billion for public works and other
temporary job-creating programs. The Senate approved $4.5 billion
for similar temporary recovery spending. The conference recommends
temporary recovery spending of $7.5 billion.
The higher. figure is closer to my personal preference. I wanted to
allocate more than $4.5 billion to temporary job-creating programs
but that was not the will of the Budget Committee or of the Senate.
The higher figure is possible, in part, because of the revised estimate
of revenue which was made after the Senate approved tho first concurrent resolution. It also is possible because the conference agreed to
a tighter ceiling on defense spending than that which the Senate
approved.
The higher level of spending for job-creating programs are divided
among the functions of commerce and transportation, community and
regional development and education, manpower and social services.
The conferees left open the question of how some $2 billion of the
temporary recovery money would be spent. It could take the form of
public works projects or it would be used for emergency help for State
and local governments, many of which have been hard hit by both
recession and inflation.
Without emergency help, many cities in this country will be forced
to make a choice between raising taxes and cutting services or postponing major projects, either of which would run directly counter to
the Federal Government's efforts ti stimulate the economy.

max
Finally, these increases in funds for job-creating programs made it
possible to reduce recommended outlays for unemployment insurance
by nearly $1 billion below the original Senate figue.
SECOND CONCURRENT RUSOLUIION ON THE BUDGET

,.'

The Congressional Budget Act requires the Senate to consider and
report a second concurrent resolution on the budget in September. If
S economic conditions have changed significantly by then, Congress
will want to change its outlay and deficit figures to meet the new
situation.
As part of our preparation for that resolution, I have asked the
Director of the Congressional Budpet Office to prepare two reports on
the Nation's economy, one for delivery on June 30 and the second on
August 15. Those reports should help tell us whether the assumptions
we have made about the behavior of the economy in the weeks ahead
are correct and whether the policies we have adopted are valid.
I have asked Ms. Rivlin also to analyze the temporary recovery
programs envisioned in this budget resolution and to prepare a report
on various approaches Congress might take to launching such programs when they are needed and withdrawing them when stimulus is
no longer appropriate. Ms. Rivlin advises me that she has begun her
analysis and that she will report to Congress by August 15 on experiences with such temporary programs both in the United States and
abroad.
Now the question remains: What are we going to do with these
numbers during the summer?
When we are voting on the second and binding resolution in September, will these targets be more or less intact? Will our self-discipline have worked?
SUCCESS MEASURE OF SML-DI5CIPLINE

Success really will be a measure of self-discipline, because neither I
nor the other members of the Budget Committee has the power to
enforce these totals. We will be happy to work with all committees as
their legislation goes forward to explain how these targets were
achieved. The Congressional Budget Office is establishing an advisory
understandable tally sheet
which will give us an
monitoring
system basis
on a very regular
showig what we have already spent, what
0seems likely to come to the floor, and how much room there is left
bbeneath the targets. But the decision to vote "yea" or "nay"for this
spending bill or that will be up to the individual Members, as it
always as been.
Applying the first concurrent resolution will not be easy, but neither
have any of the other steps we have taken to date in this new process.
The objective of fiscal responsibility remains valid, however, and I
believe we now know it is achievable. We can emerge in September
with a success far beyond what the skeptics ever envisioned for the
first year of this new process.
MUST PREPARE FOR A "TRANSITION QUARTER"

00.

Congress also must prepare for a so-called "transition quarter"
which Will occur from July 1 to September 30, 1976, during the shift
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to the new October 1 fiscal year under the terms of the Congressional
Budget Act. Due to the press of time, neither the Senate nor the House
Budget Committee has been able to include the transition quarter in
its deliberation on this first concurrent resolution. I think it is fair to
say, however, that both budget committees will agree that our anproach to this interim period be one of restraint. Activities of the
Federal Government must, of course, be maintained at necessary
levels, but new program initiatives clearly should be deferred until
fiscal year 1977, which begins on October 1, 1976, wherever possible.
LEGISLATION MOST IMPORTANT IN MANY YEARS

Mr. President, I submit that this conference report is one of the most
important pieces of legislation to be presented to the Senate in many
years.
The choices will not be easy. Many legitimate demands will have to
be deferred. But with this budget proposal as a guideline, I believe we
can meet the most urgent needs of Americans and, at the same time,
restore their confidence in the Nation's economic future.
Mr. President, I urge the Senate's support of the conference report.
At this point, I express my appreciation again to the distinguished
Senator from Oklahoma (Mr. Bellon), the ranking Republican on the
Senate Committee on the Budget. In the deliberations of the Committee on the Budget and on the Senate floor, he was a staunch supporter of our efforts in protecting the Senate position in conference. He
attended every moment of those deliberations, which I think, on the
whole, were constructive if, at times, reflecting vigorous dissent between the House and Senate conferees. Once again, I say "thank you"
to Senator Bellmon and yield to him at this point.
Mr. BELLMON. Mr. President, I thank our distinguished chairman.

The experience of working out a resolution on the budget with the
House is certainly one that everyone who participates wM remember
for a long time. The House Members seemed to be pretty determined in
their positions and its was only through the leadership of our chairman

that we were finally able to come to a compromise and have the resolution which we are considering now.
I
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Mr. President, this first concurrent resolution marks the end of the
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initial step in our implementation of the Congressional Budget Act.

The resolution is the product of many hours of debate between joint
conferees, and as such, it contains comipromises between the differing
positions of the two Houses of Congess. However, I believe the resolution represents more than simply compromises worked out in joint
conference. It is the first positive result of the efforts of Congress to
gain control of the budgetary process.
The resolution represents a compromise between many differing
points of view. In my own case, I should have preferred a lower spending level and a lower deficit. In spite of my personal preferences, I
support this resolution as the best result obtainable. I urge other
Members of the Senate to do the same. Once these limits are fixed,
Congress must act to see that they are not broken.
I wish to take this opportunity to reflect for a moment on the implications of the process we have set in motion.

I.MPLIATIONs OF NEW PROoMS'
For the first time and, I might add rather belatedly Congress is
now required to come to grips with the issues and hard choices
involved in setting spending levels and priorities. No longer can we
consider each spending program singularly, with no awareness or
concern of its effect on the total level of Federal spending. No longer
can we suddenly discover late in the session that we have, inadvertently perhaps, spent far beyond the anticipated level of receipts.
From this time forward, Congress will have current information
regarding the relationship between income and outlay. Our decisionming process should now be informed and deliberate.
As a part of our decisionmaking process, Congress must now
examine the current and projected state of the economy and the effects
of past action upon current conditions. Timely adjustments will
undoubtedly be needed. A major responsibility of the budgeting
procedure is to recommend these changes as condtions develop.
The spending levels recommended in this resolution for the various
functional categories were not arrived at easily. They are the product
of extensive and, in many cases, intensive and heated debate. As a
result I can recommend them to the Senate as being well thought
out. They represent our best judgment as a way to cure the recession
while *mini to the greatest extent possible return to an intolerable
rate of inflation.
With the adoption of the resolution, we move on to our next task
which involves working with the various authorizing committees and
the Appropriations Committee to see that the Senate follows this
fiscal discipline. We have a responsibility to the Amcrican people to
get Government spending under control and to administer the budget
in a responsible manner. This process gives us an excellent opportunity to show the American people that we are serious about setting
spend levels and then living within them. If we proceed to ignore
these ce
, we will have thrown away what I believe to be a unique
chance to show the Nation that we are indeed serious in our efforts
to enforce fiscal discipline on the Federal Government.
Err= OF STIMULUS ON ECONOMY

Chairman Muskie referred to our responsibility constantly to monitor the economy through the summer months so as to gage properly

the effects that the stimulus contained in this budget is having on the
economy. This task must be performed in conjunction with our
responsibility to brVin a second concurrent resolution to the floor of
the Senate in September. At that time, we shall have the opportunity
and duty to adjust the budget where necessary to compensate for
the changes in the then existing economic outlook.
With this second concurrent resolution in mind, I would urge my
colleagues to give this budget time to work before the cry for more
spending is rasied. The process provides for orderly adjustments
when conditions warrant.
Congress must now proceed in an orderly and responsible manner

to live within the constraints of this resolution. Otherwise, we run the
risk of further weakening the already declining public confidence in
the ability of the Government to cope with and solve our financial
problems.
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As I have previously cautioned we must reorient our problemsolving decisions to place less emphasis on shortrun solutions which
tend to exacerbate future problems.,.We must view problem solving
in a ionget terxi environment and this new budgetary process gives us
the opportunity to do just that.
Finally, I join Senator Muskie in his thoughts regarding the "transition quarter." It is a period of time with which we have not yet
dealt in a budgetary context., We must address ourselves to it at an
early date. In the meantime I urge that it be treated with "benign
neglect"; that no programs be-enacted to begin during this period.
To do otherwise, is to subvert the budget process.
Once -again,I commend our able chairman, the senior Senator from
Maine, for his leadership during this arduous process. He has been fair,
effective and resourceful. This first concurrent resolution could never
have come to the floor without his inspired and dedicated leadership.
Mr. President, I ask unanimous consent that Harold Gross of
Senator Cranston's staff be granted the privilege of the floor during
the remainder of the debate on this resolution.
The PaEsIDNo OFFICER. (Mr. Leahy). Without objection, it is so
ordered.
Mr. Moss. Mr. President, I am pleased to speak in support of the

first concurrent resolution on the budget for fiscal year 1i96. I believe
that the resolution represents a major step forward in bringing the
Federal budget under control and in establishing national priorities.
In my view, the new process which the Congress adopted in enacting
the Congressional Budget Act last year is one of the most significant
and positive changes in Government in decades. The debate on the
resolution in this body has already served to identify issues and to
provide an exchange of information on the Federal budget in a way
eretofore unknown. In my view, the end result will be of great
assistance to the authorizing committees in considering and developing measures which appropriately address budget-related needs.
DOES NOT REFLC

COM

M VIEWS

The resolution considered by the Senate earlier this month which
provided a basis for the conference report before us today, resulted
from extensive committee seminars, herin, and consideration of
recommendations and viewpoints from peoIle of various disciplines
and persuasions. Like other.products of the legislative proem, it does
not reflect the complete views of any single member of the committee. But is it reasonable, responsible, and responsive to the Nation's budgetary needs as determined by the committee at this time. It
is important that the new process which the Congress has adopted
succeed if we are to bring the Federal budget under control consistent
with the Congressional Budget Act of 1974 from which the new process
evolved. For these reasons as well as those reflected in my speech before this body on April 29, I have firmly supported the resolution,
even when it did not precisely square with my own views.
Some recommend more Federal spending now to stimulate the
economy. However, I think we should consider the stimulus and jobs

included-in this resolution-over a million adult jobs and three
quarters of a million summer youth jobs in the recent tax cutrwhich is expected to yield a million to a million and a half jobs and
provide longer hours for an equal number of workers, some of whom are
on
partmonths
time. and
the other the
actions
the Congress
hasjobs;
already
taken in
recent
to stimulate
economy
.andcreate
for example,
the Emergency Jobs and Unemployment Assistance Act.
The economy has not fully benefited from the effects of these
measures. I think the prudent course is to give these remedial actions
a chance to work and to assess their impact on the economy prior
to
enacting
the secondtoconcurrent
resolution recovery
in September.
afford
an opportunity
consider additional
progaThisorwill
to
make other adjustments based on the economy's actual performance.
TWO MILLION HEADS OF HOUSEHOLDS UNEKLPOY

I share the concern of those who advocate a smaller deficit. However
we have over 8.9 percent unemployed including over 2 million heads
of households. This is costing the Federal Government about $69
billion and State and local governments $5 billion annually in lost
revenues and unemployment compensation. Our economy is also
losing over $200 billion annually from lost production. Whatever
figures we can cite do not begin to tell the real story of human sufferin-g. Congress did not create the deficit, but people are looking to the
Congress for help in alleviating the causes of the recession from which
the deficit results, turning the economy around, and getting Americans
back to work.

How much spending is enough to do this is itself a delicate question.
I believe this resolution offers the best strategy at this time for meeting the Nation's needs and bring
the economy back to something
closer
way to stop deficit spendm. to full employment. That is the only 1"
mI especially want to commend the committee leadership-Chairman Muskie and Senator Bellmon-and all the members of the staff
of the new Senate Budget Committee for their noteworthy contributions to what in my view, history wilZ record as an important step in
budgetary reform.
PRESSURE TO A•OE

oN C014ONMRNCE RnEOR

Mr. DOLE. Mr. President, today we are going to take up the matter
of the conference report on House Concurrent Resolution 218, the
first concurrent resolution on the budget. Since the Budget Act
requires that this first concurrent resolution be adopted by May 15,
which is tomorrow, there will be a great deal of pressure to simply
whisk it through.
I urge my co leagues to again consider the levels of expenditures and
deficit embraced by this resolution. The Senate has approved an outlay
figure of $365 billion-conference increased this by $2 billion. The
resulting deficit is $1.6 billion over the Senate proposal. I do not fault
the Senate conferees for the resolution we are now considering for I
was one of the conferees, and I believe all the conferees from the
Senate worked very hard and valiantly to be responsible in this
historic occasion. It was indeed a difficult task.

!MD

Mr. President, I am opposed to the conference report. I believe the
spending limits are too high. I will not be satisfied with the claim that
the conference figures. are somewhere between the proposals of the
House and Senate. I felt that the Senate figures were too high to begin
with, and was unsuccessful in offering an amendment during floor
debate to lower the totals.
This is our last change to demonstrate our absolute concern for the
health of our economy and a restraining influence on growing deficits.
While the proposed budget contains much needed stimulus to our
economy, sooner or later we will have to accept the fact that we cannot continue to mortgage the future of our country.
DEFICIT FIGURES ARE A COMPROMISE

Mr. HOLLINGs. Mr. President, I rise to urge adoption of the conference committee re ort on the budget resolution. We have been
through a long and-laborious process in formulating and passing this

milestone legislation. The final result is, inevitably, a compromise. I
did not get my way, but neither did any other Senator. Some of my
colleagues have been pushing for a higher level of budget expenditure
and deficit spending. Others, myself included, have argued in favor of
restraint and holding the deficit down. During the course of Senate
debate on the budget resolution-and in our many committee meetings-I have expressed and reiterated my concern lest the Federal
Government monopolize the money markets via these huge deficits,
thereby retarding a broadly based economic recovery.
I wish the conference committee fiure had been closer to the
Senate's suggested figure. But here again, compromise was necessary
and I will vote in favor of approving the work of the conference. I
believe we have provided the means to generate economic recovery.

And if we follow this up with generous amounts of restraint in the
months ahead, I believe we can succeed in keeping that recovery on a
sound footing.
Let me say'in conclusion that this first experiment with the new
budgeting process holds out great promise for the future. The Budget
Committee had many obstacles with which to contend, and it had to
operate without the full resources and capabilities which will be
available to it in the future. But there was a willingness to make it
work-not just in the committee itself, but here on the floor of the
Senate. This augers well for the future. Certainly the new budgeting
procedure is long overdue. And with the kind of performance and
attitude I have seen in recent weeks and months, I believe the Budget
Committees will make an enduring contribution to the prosperity
and well-being of the American people
Mr. CRANSTON. Mr. President, after both Houses of Congress act
on the conference report on the first concurrent resolution on the
budget, the Congress will have taken its first major step in carrying
out its responsibilities under the new congressional budget process.

U
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We will have set an upper guidepost for Federal spending and we
will have agreed upon a budget which reflects a congressionM view of
national priorities.
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Now, the test will be whether we can hold ourselves within the
overall budget,
I believe that it is essential that we attempt to do so.
For, these are the main thrusts of the budget reform discipline we
have imposed upon ourselves:
First, to eliminate
the longstanding, fiscally irresponsible congressional practice of piecemeal budgeting-that is, appropriating funds
for one perceived need after another without ever looking at the total
on the bottom line, or the mount of revenues available to spend.
Second, to permit Congress to reassert its constitutional power of the
purse in establishing national budget priorities.
It is clearly a congressional responsibility, not a Presidential one

to determine among competing programs the spending priorities of
the Nation.
Now, for the first time under the new budget reform process we have

done so.

And we have come some distance, but not far enough, from the
peculiar priorities the President suggested in the budget he released
to us in February.

SIZABLE INCREASE IN OVERSEAS ASSISTANCE
The President's budget imposed cuts on the elderly, the disadvantaged, the poor, the sick, and the unemployed, while requesting
a turn-around real growth budget for the military, and a sizable
increase in overseas assistance.
These were priorities badly in need of reversal, and to some extent
Congress has reversed them.
These are the worst economic times since the Great Depression.
This is no time to force those who are least able to bear a greater
burden to bear the biggest brunt of Federal revenue losses caused
by the recession.
By making modest cuts in the Schlesinger defense request, the
fiscal year 1976 congressional budget reduces from 26.9 to 24.7
percent the percentage to be spent on national defense, and from
1.8 to 1.3 percent the percentage spent on international aid.
At the same time, the congressional budget allocates $5.25 billion
more than the amount requested by the President for education,
manpower, and social services.
This allows for Federal education programs to recover from the
adverse effects of last year's inflation, and provides more than $3.3
billion in fiscal year 1976 for public service employment jobs to help
get people back to work.
The President requested only $2.4 billion for this purpose-by no
means enough to meet the immediate need.
By percentage, this category has been increased from 4.2 to 5.4
percent of the budget.

INCREASE PERCENTAGES FOR COMMERCE AND TRANSPORTATION
The congressional budget also makes significant increases in the
percentages allocated for commerce and transportation, and for
community and regional development.
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In the commerce function, Congress provided $400 million for the
badly depressed housing industry, for which the President made no
provision in his budget.
This ategory also includes substantial amounts for the rehabilitation of our rilroads, including additional public service jobs in railbed
improvement.

Th~eoshre ofthe budget occupied by this category was increased

from 8.9 to 4.7 percent.
In community and regional development, the congressional budget
provides $2.75 billion more than the President requested-almost
entirely for temporary recovery programs to stimulate the economy.
These programs will ho.pefully be designed to end as the economy
recoversi so that they will not overheat the economy at the wrong
time, nor add to long-range Federal spending.
Again, the President's budget made no provision for these programs
to aid economic recovery.
The budget process makes us aware-perhaps for the first time-to
relieve, unemployment-to provide assistance to the sick, or the
elderly-or to proWde better education for our children, for example,
we must find the money somewhere.
In better times, we might consider raising taxes.
NOT THE TIME FOR TAX HE

But this is not the time for a tax hike to achieve higher revenues
than the $298.2 billion that the congressional budget provides for in
fiscal year 1976.
Hopefully, as our stimulative recovery programs begin to work on
the economy, hiher revenues than are anticipated will be generated,
as people go back to work and as business profits increase.
In addition, the congressional budget envisages raising $1 billion in
additional revenues through tax reform in fiscal year 1976.
I support this modest goal.
I see it as merely the-beginning of a long-range effort to eliminate
*
inequity from our tax system, by reevaluating tax incentives and ad.....- vanta.i-and insuring that all Americans with sufficient earnings pay a
fair minimum tax.
That is certainly not the case now.
But the $1 billion taken into account in the congressional budget
may mark our achievable ability to produce revenue by this means in
the short run.
It then becomes clear that unless we disregard our budget discipline-an alternative I believe has disastrous consequences-if we
Want to spend more than this budget permits in one category, we must
take it out of another.
There are those who advocate creating a larger deficit to accelerate
the rate of recovery.
I believe we should restore our economy to health as rapidly as we
reasonably can-and far more quickly than the President and his
advisors deem possible-but I beieve that enlarging the deficit proposed in the budget resolution-$68.82 billion-involves too many
long-range risks which could quickly eradicate any short-range
economic advantage.
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In my view, further reallocation of otr budget is necessary.
The congressional budget recommends an upper guidepost for
defense, as it does for other areas.
But it does not require that the amount allocated be spent.
Ifirmly believe that each dollar spent unnecessarily on defense could
be better used to provide additional temporary recovery programs,
which would-unlike defense dollars-not commit us to expensive,
long-run programs which will continue to burn up our financial resources wastefully long after the economy has recovered.
Further savings can be achieved by adopting an approach to the
defense budget that Secretary Schlesinger himself suggested in his
defense posture statement:
That is, recognizing the connection "between the safety, interests,
commitments, and foreign policy of the United States on the one hand,
and the size, composition, and deployment of the Defense Establishment on the other."
While the Secretary's full statement of this position assumes that
DOD correctly perceives the amount of money necessary to carry out
assigned missions-an assumption that bears further examination--it
does recognize the intimate relationship between mission and budget.
BUILT ON QUESTIONABLE ASSUIMPTONS

It is readily apparent to me that the Schlesinger defense budget is
built on a number of questionable assumptions and judgments which
Congress ought specifically to review.
It is also clear that none of these were accounted for in the reductions from the Schlesinger request contained in the congressional
budget.
.
I encourage Senators, in making spending decisions affecting the
national defense function, to examine closely the assumptions and
policy judgments the Secretary has made, on which his funding requests are based.
Senators who, like me, disagree with one or more of the debatable
assumptions can realize substantial savings in defense spending by
eliminating
the manpower or weaponry that result from these assumptions.
UsTing this approach-and by disagreeing with some, but by no
means necessarily all, of the assumptionis-I believe it is easily possible
to achieve substantial further savings from the defense request.
The following debatable assumptions are found in the Sohlesinger
defense budget:
DEBATABIU

ASSUM

IONS UNUOI

TED

First. That the Vladivostok agreement means that both nations must race
to reach its ceilings.
Second. That we must maintain "essential equivalence" in strategic
weapons, despite our present possession of a secure deterrent for the foreseeab future.
Third. That development of sea and air launch cruise missiles, which would
adversely affect arms control negotiations, should proceed, with a potential
price tag of $10-16 billion.
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Fourth. That we need a hard target capability for the Trident II SLBM.
Fifth. That current world conditions require further development and
procurement of advanced ICBMs and SLBIMs despite our current overkill
capacity.
Sixth. That we need to procure an additional 50 Minuteman III missiles
at a cost of $270 million for flight testing and possible future deployment, even
though we already have the 1000 Minuteman missiles originally desired.
Seventh. That we need to continue an ABM effort, to defend our ICBMs.
Eighth. That the present world situation requires the creation and equippage
of three new Army divisions.
Ninth. That we need to maintain U.S. forces in Taiwan Korea, Thailand,
Japan, and the Philippines which leads to a total estimated cost for the Asian
force posture of between $20 and $25 billion per year.
Tenth. That we need overall to maintain over 500,000 military personnel
overseas in 33 countries.
Eleventh. That we need an airborne survellance command and control
system-AWACS--housed in a large airplane, at a cost of $111 million per
unit, to provide battle management in tactical air warfare.
Twelfth. That we need to modify 747s and DC 10s to a convertible cargo/
transport configuration at a cost of $680 million.
Thirteenth. That we need to authorize $130 million in new budget authority
for procurement of the SAM-D missile, even though its production has been
delayed because its guidance system does not work.
Fourteenth. That we need to develop a new battle tank at a cost of $1.9
million each.
Fifteenth. That we need a new tanker/cargo aircraft to support general
purpose forces.
Sixteenth. That we need to authorize $4.2 billion in new budget authority
for shipbuilding a variety of ships.
Seventeenth. That the possibility of nuclear air attack justifies spending
$88 million on civil defense this year, with far vaster expenditures to follow
once we move in this direction, and
Eighteenth. That we need both an all-volunteer Armyr with a fully-subscribed recruitment quota, a $463 million annual advertising budget, and a
highly competitive pay scale-and also a selective service system costing
$47.9 million annually, for "the development of alternate contingency processing procedures designed to increase the system's capability to meet the
DOD manpower requirements. in a major military crisis should existing
procedures prove inadequate."

In addition to these 18 points, some potential savings may be realized
from funds from p* or years' budgets which have become "unprogramed" and can be transferred for use in fiscal year 1976, and the
cash balance of defense stock funds. These funds are used to acquire
inventories of consummable materials and supplies.
Still another possible reduction is the Inventory Replenishment
Fund. This fund is used to buy weapons-with U.S.-appropriated
dollars-to sell to other countries.
These and other funds-including billions for intelligence-buried
deep within DOD's budget deserve close scrutiny.
NATIONAL NEEDS TOO GREAT
Our national needs are too great, and our national resources too
limited, to accept even so much of the hug Schlesinger "turn-around"
defense budget uncritically, as the congressional budget suggests.
For, if we can trim from the defense budget that which is unnecessary or dangerous, or simply wrongheaded-we will find the funds to
meet our other national needs.
Mr. MTJSKIE. Mr. President, I ask unanimous consent that the
order for the vote on the conference report at 12:30 p.m. be vitiated.
The PRESIDING OFFICER. Without objection, it is so ordered.

Mr. Musszu. Mr. President, I suggest the absence of a quorum.
The PRESIDING OFFICER. The clerk will call the roll.
The assistant legislative clerk proceeded to call the roll.
Mr. MusKiE. Mr. President, I ask unanimous consent that the order
for the quorum call be rescinded.
The PRESIDING OFFICER. Without objection, it is so ordered.
Mr. MUSKIE. Mr. President, I think we are ready for the vote on
the conference report.
CONFERENCE REPORT AGREED TO

The PRESIDING OFFICER. The question is on agreeing to the conference report.
The conference report was agreed to.
Mr. MUsKIE. Mr. President, I move to reconsider the vote by
which the conference report was agreed to.
Mr. Moss. I move to lay that motion on the table.
Mr. BELLMON. I move to lay that motion on the table.
The motion to lay on the table was agreed to.
NOTION TO RECONSIDER VOTE

Mr. NUNN. Mr. President, I ask unanimous consent that it shall be
in order for me to enter a motion to reconsider the vote by which the
conference report on House Concurrent Resolution 218 was approved
that the papers which have been forwarded to the House be returned
to the Senate, and that the House be requested to return the papers.
The PRESIDING OFFICER. Without objection, it is so ordered.
Mr. MANSFIELD. Mr. President if the House accedes to the request
of the Senate, I should like to take it up immediately after the vote
on the Johnston amendment. I ask unanimous consent that there be
a time limitation of 30 minutes, the time to be equally divided between
the Senator from Georgia (Mr. Nunn) and the Senator from Maine
(Mr. Muskie) with the usual conditions.
Mr. JOHNSTON. Mr. President, reserving the right to object, as I
understand this motion as the Senator from Georgia just explained
it to me, it could involve a cut of 700,000 to 800,000 troops and
personnel from the Department of Defense. I do not think that is the
kind of cut that should be considered on 30 minutes' debate. I hate
to upset the agreement, where the majority leader has just agreed to
reconsider, but I really think that is a most weighty measure, if I
understood the explanation correctly.
OMBECTION TO CUTS IN DEFENSE BUDGET

Mr. NUNN. I certainly agree with my friend and colleague from
Louisiana that it is a very important matter. It is a budget resolution
which, if we are going to take the budget process seriously, is certainly
one of the most important items we will consider this year. Of course,
my objection goes to the cuts in the Department of Defense budget,
which I shall get into later. But in light of the fact that the Senate
has already acted without a rollcall vote, in light of the fact that
the majority leader is being most cooperative in giving us some
time at least to discuss this matter, and in light of the fact that I
anticipate a rollcall vote following at least a 30-minute discussion
on a point that I think everybody can understand, I do ask that the
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Senator from Louisiana give strong consideration to complying or
seeing to the unanimous-consent request by the majority leader.
Wewihave a chance to vote up or down on this.
DOD AN• AMNSrTATION MAY ASK FOR RE•CNSDERATION

,

Of course, once a concurrent resolution is passed, it is always in
order to come back with another concurrent resolution. In my opinion,
based on the rather hasty analysis that has been done on this, it may
very well be that once the Department of Defense and the administration recognize what has been done in this particular resolution,
they may come back and ask for another consideration. If we do not do
that of course, we have always the option of exceeding the resolution
on the authorization and appropriation measures. The Senator from
Georgia hopes that will notbe done, because I hope that the budget
process will work.
In light of all the circumstances, yet agreeing with my friend from
Louisiana about the importance of this, 1 hope that the majority
leader's unanimous-consent request will not meet objection.
Mr. JOHNSTON. Mr. President, I want first to congratulate the
Senator from Georgia for his alertness to what may be the implications and congratulate the majority leader for his usual fairnes; in
seeing that the Senate gets a full opportunity to know what it is
voting on. But in all fairness to the country, if these implications,
even may be correct, the Senate ought to consider it in full. I simply
have to object to 30 minutes' debate. Therefore I object.
Mr. MANSFIELD. Mr. President, then I do not know what is going
to happen, because we are in difficulty over in the House. They are
preparing to vote on the bill. The papers may not be returned, and
this is about the only chance that we have to face up to this issue.
Furthermore, I want to get the pending business underway, which
will be set aside temporarily, on which cloture has been invoked.
I would extend the tinie to an hour; otherwise, I think we are in great
difficulty
Mr. dLONSTON. I have no objection; I shall accede to the majority
leader's statement.
Mr. MANSFIELD. With the same stipulations.
Mr. HELMS. A parliamentary inquiry, Mr. President.
The P~RESIDING OFFICER. Without objection, it is so ordered.
Mr. HELMS. Mr. President, parliamentary inquiry.
The PnuESIDINO OFFICER. The Senator from North Carolina will
state it.
Mr. HELMS. Has the Senator from Georgia made his motion, and
if so, has the motion been agreed to?
AGRnEXENT FOR 1-HOUR DEBATE ON RECONSIDMERTION
The PRESIDING OFFICER. The majority leader has made the motion
and the motion has been agreed to, for 1 hour-a unanimous-consent
agreement.
Mr. HELMS. I thank the Chair.
The PRESIDING OFFICE.. The motion to reconsider has not been
offered by the Senator from Georgia.
Mr. HELMS. That is what I had in mind.

Mr. MANSFIELD. We cannot do that until the pap ers get back. We
cannot do anything until we have the papers. Is there an objection,
before it goes that far? If there is, I would like to know now. Will
there be an objection to the motion to reconsider?

Mr. HELMS. Not at all. Not from this Senator.
[From the Congressional Record)
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Mr. NUNN. Mr. President, I ask unanimous consent, pursuant to

an earlier understanding, although not a formal agreement, that
this
amendment be set aside for the purpose of having, ho'fuy, a very
short period of time, maybe 15, maybe 20 minutes of debate. I would
specifically request 20 minutes of debate and colloquy on the budget
resolution conference report which has already passed.
So I ask unanimous consent that this amendment be set aside for
a period of 20 minutes to be divided between myself and the Senator
from Maine for the purpose of discussing the budget resolution conference report.
Mr. MbCLURZ. Mr. President, a parliamentary inquiry.
The PRESIDING OFFICER. The Senator will state it.
Mr. MCCLURE. If the unanimous consent is allowed, would the

time be charged against the time of the Senator from Idaho?
The PRESIDING OFFICER. No, it would not be charged.
Mr. MCCLURE. I thank the Senator.

I have no objection.

The PRESIDING OFFICER. Is there objection?

Without objection, it is so ordered.
The Senator from Georgia is recognized.
Mr. STENNIS. Mr. President, now, may we have order, Mr. President, I think the remarks are of miterest to all the membership.
The PRESIDING OFFICER. May we have order in the Senate?
The Senator from Georgia is recognized.
ROILALL VOTE

Mr. NUNN. Mr. President, this morning I had understood that the
conference report on the first concurrent budget resolution would have
a rollcall vote at 12:30 p.m. I arrived at about 20 minutes of 12 to
make a speech against this resolution, for reasons which I shall go
into in a moment, and I found that the resolution had already passed.
The Senator from Maine, the chairman of the committee, made
every effort, I am sure, to notify various people he thought might have
objections to get them to appear. He can speak on ths point better
than I, but he ran into problems with the House andr their time
frame on this particular resolution. Therefore, there was no rollcall
vote.

So, even though I would like to have a rollcall vote to register a
"no" vote on this resolution for the reasons I shall delineate, that is
not possible at this time and, therefore, the Senator from Maine has
agreed to a brief colloquy on a very important point concerning the
Department of Defense budget.
Mr. MusKIE. Mr. President, will the Senator yield?
Mr. NUNN. I am glad to yield to the Senator. Mr. MusKIE. I think it might be helpful to Senators to understand
the procedural picture this morning.
NO ROLLCALL VMTS UNIWESTOOD

When I left the Senate yesterday I had an agreement with the
leadership that the budget resolution conference report would be
taken up the first item of business this morning. There was no understanding with respect to a rollcall vote except that the Senator from
West Virginia (Robert C. Byrd) made it clear we would not want a
roilcall vote called before noon for the convenience of the Members
of the Senate. That was agreeable to me, and I had no opinion at that
point as to whether a rollcall vote would be desirable.
When I arrived this morning, I came to the floor shortly after 10
for the purpose of proceeding with the business. At that point, the
distinguished Senator from Georgia (Mr. Talmadge) had a special
order to make some remarks on the action of the House yesterday on
the agriculture bill veto. He had the floor, and Senator Byrd had
scheduled a 30-minute morning hour, so it was clear we would proceed
about 11 o'clock and we did so.
At that point, no Senators other than myself and the distinguished
ranking Republican (Mr. Belmon) were on the floor. We each made
a statement; we inquired as to whether other Senators were interested
in participating in the discussion. There were none of which the Senate
aides were aware. There were none of which my staff was aware, and
we did check specifically with the office of the distinguished Senator
from Virginia (Mr. Byrd) because of his ongoing interest in these
matters. He indicated he was not interested in participating.
PAPERS IN HOUSE BEFORE NOON

At that point I was advised by the distinguished Chairman of the
House Budget c ommittee that the House ought to have the papers
before noon.
I remind Members that the Budget Act requires that final action on
the conference report be taken by May 15 and the House had other
business scheduled for today which, if it were started at noon, probably
would preclude the taking up of the budget resolution today and might
put it over until next week when we would be well beyond our statutory deadline.
Sineag-a j t point I had no indication that other Senators were interested 6
ing involved in the discussion, and because I had this
urgent call from Congressman Adams, I checked with Senator Bellmon
and we both agreed perhaps we could proceed by voice vote to get the
matter over to the House and proceed, and that is what happened.
Now, if I did what I have said, it is in no way critical of Senator
Nunn. I know of his longstanding interest in the Defense budget and

fully understand why he wants to raise these questions and discuss
them. I would have welcomed that discussion this morning, as I do this
afternoon.
I simply express my regret to Senator Nunn that somehow we were
both caught up in rapidly occuring parliamentary events, and that is
where we are.
,
I am personally happy to engage in any discussion that would serve
Sthe Senator's interest.
Mr. NUNN. I thank the chairman, my colleague from Maine, and I
certainly have no points to cast on him. I understand the exigencies he
was operating under and I certainly understand the circumstances.
SHOULD BE A ROLL4ALL VOTh

I do hope in the future that on matters as important as this conference report and the budget resolution, there would at least be notification by the various members of the committee that are handling
the niatter even though no rollcall vote is contemplated. I would hope
under normal circumstances-and I know this morning's circumstances
were not normal-there would be a roilcall vote on some
setting
the overall level of the government expenditure for the fiscal year that
is forthco ming.
Mr. President, first of all I object to the conference report for a
reason that I think many Members share, and that is that the overall
deficit is too high. It does go up considerably from the Senate deficit
but I also understand the conferees have to reach a compromise, and
that is not the major point I would like to make today.
The major point I would like to make is that when we started this
year, the administration requested an outlay ceiling of $94 billion, and
at the very beginning of tisprocess Senator McClellan announced,
after due deliberation and study of the defense budget that he felt we
could cut $5.2 billion off budget authority and $2.1 billion out of outlays.
The net result of this budget resolution which has just passed is that
we will be cutting out of outlays or we possibly can be cutting out of
outlays certainly a minimum of $3.3 billion.
The other point I would like to make is that this is not really the
most likely outcome. The most likely outcome is that we are going to
be cutting $5.1 billion out of outlays.
The reason for this is, I suppose, a little complicated, but it needs
some explanation.
TOTAL TARGET LMT

In the report that the conferees passed, they make it clear on page 9
that the conference report sets a total target limit-and this is a target,
not an absolutely binding limit-a target limit of $90.7 billion on outlays for the Defense Department-a $3.3 billion cut from the President's request.
But unlike any other department in Government, they have a provision on page 4 in discussing the national defense budget, labeled (a) on
page 4, that states as follows:
(a) If Congress should decide not to limit increases in defense salaries and retirement allowances, there are sufficient funds within this total to support that
decision.

Mr. President, what this means is that if we do not go along with the
request of the President of the United States to put a 5-percent cap on
military and civilian salaries of employees of the Federal Government,
then that $1.8 billion additional cost, according to the Budget Conference Committee report, can com.. out of the $90.7 billion in outlays.
If we assume for a moment that the cap will be removed by Congress--in all likelihood it will be, bas d on the House resolution which
has already passed-then that meaws that instead of a $90.7 billion
outlay ceiling, what we practically havL as a real target is an $88.9
billion ceiling.
Nor TAXING POSMON ON GAPS

I am not here, Mr. President, to take a position at this time one way
or the other about whether these caps are desirable, or whether there
should be a full cost-of-living allowance. That is not the purpose of this
colloquy. But I think we should assume a couple of things for a moment: No. 1, that this budget resolution is a serious resolution; No. 2,
that the targets, even though they are targets, are the basis on which
the total has been arrived at. If we start exceeding these targets on
various items like national defense and others, instead of having an
estimated deficit of about $68.8 billion, we will have a deficit much
larger than that as we proceed through the years.
Mr. HOLLINGS. Will the Senator yield?

Mr. NUNN. I am glad to yield.

TOOK P0ON PAY CAPS REMAINED

Mr. HOLLINGS. I was in a conversation this morning with Senator
Muskie and Senator Bellmon. The Senator knows, as well as I, serving
together on the Budget Committee, our entreaties and considerations
during the markup were that we always took the position that the cap
did remain. When we were in conference, I was looking at the additional amount. We had an additional $500 million cut. I had talked
with the Secretary of Defense and since there had been an end in
Vietnam, it was stated that we could have the $500 million cut.
I have to say that in no way did the House want any pay caps on it,
but in my mind we were equally adamant and left the pay caps stay.
With the additional $500 million cut I could.attribute that cut, as a

conferee, to the phaseout or the end of the war in Vietnam.

Mr. NUNN. I thank the Senator from South Carolina. I know of his
interest in this matter as we have deliberated.
Mr. CHILES. Will the Senator yield?
Mr. NUNN. I am glad to yield.

Mr. CuLzes. I associate myself with the remarks of the Senator from

Georgia.

DIRENCE INBUDGET AM ORm AND OUTLAY

Serving on the Budget Committee and also serving on the Alppro-

priations Committee, I took the figures that the distinguised chair-

man of the Appropriations Committee had set forth as being the
amount he felt the budget could be cut, and we started working from

there. I believe in all o-f our deliberations on our side of the Budget

Committee -we were cognizant of this and had long deliberations be-

851f

<

tween the difference in budget authority and the difference in outlay
how drastic would be the cuts in outlay in order to effect those cuts,
and what kind of steps we actually had to take.
On several occasions on our side of the budget we had much deeper
cuts than some of the members of our committee moved. Those cuts
were defeated on the basis that it could be so severe to the R. & D.
portion of the budget, to personnel and to procurement, that, in order
to effectuate those cuts, you would have to go so deep that you could
really cut not at all fiber but you would cut into muscle and bone.
Our feeling-and the strength of our committee was very strongwas that we could do much more toward budget outlay which would
affect future spending and certainly have a drastic effect on future
spending, and try to drive the direction of where future spending would
go. But when you went too far on outlay, then you ran into a great
danger.
RAL

OBMS IP CAPS T•TA•LL

R•ovED

I concur with the Senator from Georgia on the proposition we are

faced with here that if this does mean that the caps are totally re-

moved, then we have real problems.
I think it is probably good that this is a walk-through process that
we are going through. In no way do I want to in*nmize what I think
is the level, the bottom line of spending. We should not hold ourselves
to that. I think the Budget Committee staff needs to be on the floor
every time we are passing a new kind of money bill to see how that will

affect the overall spending. Thank goodness this is not poured into
concrete, or what we did this morning I think drastically would hurt

the military.

I again want to thank the distinguished Senator from Georgia for
bringing this to the attention of the Senate. I think this is a valuable
colloquy in which he has engaged.
Mi. NUNN. I thank my colleague.

I would like to complete my analysis of this matter and then I shall
be glad to yield. I hope the Senator from Maine will help me on the
time problem because I believe this point should be made.
As the Senator from Florida said, if we follow directly the implications of this budget resolution and adhere to the targets, in my opinion, if the pay caps are removed, what we would be telling the Federal
employees, particularly those in DOD, is "We are going to raise your
pay but we are going to take your job away."
HASTY. ANALYSIS

The analysis that we made in the Armed Services Committee, and I
admit it is a hasty analysis, is that we feel that the most likely result of
this particular resolution, assuming it is adhered to, and assuming that
the pay cap is removed, is that it will cost 700,000 to 800,000 jobs in
the Department of Defense. That includes military and civilian jobs.
If you take 700,000 or 800,000 jobs in the Department of Defense, you
have closed bases all over this country. You have a result, I believe,
that no one could logically propose.
I will give my analysis of that. The implications of a $5.1 billion
reduction in outlays-again, this is assuming that caps are removeis $3 billion higher than the $2.1 billion reduction recommended by the
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Senate Appropriations Committee. It is $3.6 billion higher than the
real, actual reductions found after detailed examination of the program
by the Armed Services Committee in the authorization bill. The Armed
Services Committee reductions were based upon the same kinds of
items recommended in the statement of managers. That included an
elimination of military assistance in Southeast Asia, reductions in
program growth, inflation estimates, and financial adjustments. Yet
the Committee on Armed Services, on which I serve was only able to
find $1.5 billion in outlay reductions after a. detailed review of all the
line items.
ARMED SERVICES COMM =

XCEEDD RZCOMZNDATION

Of course, as we know, the authorization bill does not encompass the
entire defense budget. In budget authority the Armed Services
Committee exceeded the recommendation of the Budget Committee,
if you take this on a proportional basis and allocate it throughout
the entire military budget and not just the part of the budget that has
been handled by the Armed Services Committee.
The authorization bill that we passed in the Armed Services Committee that will be debated next week does cover all of the research
and development, most of the procurement, and all of the military,
civilian and reserve strengths. So it is a large part of the overall total.
Let us assume for a moment that other authorizations and appropriations actions could reduce an additional $1 billion more than the
Armed Services Committee bill. In other words, that Senator McClellan and the Appropriations Committee can find an additional $1
billion that will be added to the $1.5 billion that we have already cut
in terms of budget outlays. This would still leave $2.6 billion in outlays to be cut to achieve the recommendation of the statement of the
managers-an additional $2.0 billion.
We made a detailed analysis in the Armed Services Committee.
However, the budget outlay recommendation made by the conference
committee exceeds any reasonable outlay that can be achieved, in
my opinion, by the Armed Services Conmmi.ttee or the Appropriations
Committee without damaging the national security of this country.
CIVIUAN PSONNE

CUT

I have had a brief analysis of this done by the staff, and I have
talked to Senator McClellan's staff, and they also have done a very
hasty analysis. This size reduction in outlays most likely will have
to be made by cutting military and civilian personnel andby closing
bases. A cut of this magnitude in 1 year, in our opinion-assuming
that we do not want to do away with research and development and
assuming that we do not want to do away with procurement-most
likely would require a civilian personnel cut of between 700,000 and
800,000. In my opinion, this massive, undirected cut would create
ouch turmoil and turbulence in our military forces and would require
such cuts in forces, bases, and hard military muscle that it would be
totally irresponsible.
I think we should be aware of this as we work our way through this
admittedly difficult process involving the concurrent resolution.
Mr. STENNIS. Mr. President, will the Senator yield me 1 minute?
Mr. NUNN. I yield.
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WORKING CONSISTENTLY FOR REDUCTIONS

Mr. STENNIS. Mr. President, I commend the Senator for the work
he has done on the Budget Committee. He has been working consistently for reductions. His analyst as to the figures, as I understand
them, is undoubtedly correct. Reductions already have been made
by the Armed Services Committee in the authorization bill for hardware, weapons, R. & D., and related matters-substantial reductions.

Still, it would not meet the requirements of this budget resolution in

its present form because of the discriminatory portion that applies to
the Department of Defense, and it would be brought right on over
into the personnel. Those reductions and outlays would have nowhere
else to go. They fall into the category of civilian employees and the
uniformed men. It would not apply to retirement; it would not apply

....

to other things. It would have to fall into those categories with respect
to reductions. It would be indiscriminate, nationwide, and it would
have to be perfected in a short time.
The PREsIDING 0FiicEi. The Senator's 20 -m'inuteshaive expired.,NNN M. F• i~InI ask unanimous consent that we migt
have an additional 6 minutes.
The PRESIDING OFFICER. Without objection, it is so ordered. The
time will be equally divided between the Senator from Georgia and
the Senator from Maine.
Mr. NUNN. The Senator from Maine has been very kind in allocating
to the Senator from Georgia a good portion of his time.
MORE CUTS POSSIBLE

In response to the Senator from Mississippi, I say that I agree
complete with his analysis. It might be that we could find some
more in R. & D. and procurement by taking out items we have not
taken out so far. I feel that we have cut pretty severely already.
Even if we found another billion dollars in R. & D. and procurement, beyond the billion dollars that Senator McClellan is going to
find-and this is by approximation-if we are going on with this budget outlay reduction, with massive layoffs of civilian employees of the
Department of Defense and with massive base closings, we are going
to see the reduction of our forces which are already below the Korean
war level; and if we cut some more in committee, we are going to see
that number go down beyond what anyone would prudently want
for the national security of our Nation.
I thank the Senator from Maine for being most generous with his
time.
Mr. MusKIE. I am more than happy to do so. I still feel defensive
about this morning's foul-up, and I am happy to contribute in the way
of time and information in any way I can. I am not sure that I can
do it in 3 minutes. I hope I can use time out of my hour on the pending
measure, in order to cover the matter more thoroughly.
ALLOCATION AMONG FUNCTIONS NOT DETERMINED

First, let me make this point. The concurrent resolution this year
does not contain targets on functional categories. The only numbers
in the concurrent resolution this year having to do with the Defense
Department budget is the overall outlay target of $367 billion and the
52-059 0 - 75 - 36

overall budget authority target of $395.8 billion as a result of the conference report. How the $367 billion is to be divided among the 16
functions of the budget has yet to be determined finally by Congress
and by the committees.
It is our hope that as we move through the appropriations proc ss,
the guidelines which the Budget Commnittee has developed with respect to the functional categories will be examined closely by the &u~ thorizng committees and by the Appropriations. Committee, so that
we can come close to the, overall target of $367 billion when our work
is completed.
To ignore the functional categories as they have been developed by
the Budget Committees, I think, would be to lose a very important
disciplinary tool. They are not binding. That should be made clear.
We deliberately chose that course this year because we felt that it
would be difficult enough for the Senate and the House to adjust to
mafi
, y '"t
this discipline with the overall _

I make that."1%0

Secondwith rpect to the catQgor 01 wih ih
o, t
was a difference b
nte
os number and the
Senate number, going into conference, of $1 billion. The Senate amendment assumed outlays of $91.2 billion, and the House resolution assumed budget outlays of $90.2 billion. The House -conferees, on the.,
basis of a vote which was taken on the floor of the House, took the
position that their $90.2 billion was sufficient to absorb the impact of
ift-ing pay caps. They assured us that from their point of view, their
$90.2 billion ceiling, which was $500 million lower than ours, was
sufficient to absorb the impact of lifting the pay caps.
That number, the staff tells me, is $600 million for retired pay and
approximately $1.2 billion for active duty pay, so that the total impact
is $1.8 billion. The House took the position-they are very strong
about it-that their $90.2 billion ceiling on defense would absorb that.
DIFFERENCE IN SENATE AND HOUSE NUMBERS

What other differences were there between the House numbers and
the Senate numbers which in their view justify that conclusion? There
are two, mainly. One, they had eliminated all military assistance for
Southeast Asia. That number was $1.4 billion in outlays in the President's budget base. Only $500 million had been eliminated. Our action
had been taken before the collapse of South Vietnam. So the House
had eliminated $900 million more in their defense budget total than
the Senate budget had done. In addition, the House had deducted
$900 million in outlays from so-called financial adjustments.
Mr. President, I ask unanimous consent to have printed in the
Record the detail on what the House had done with respect to financial adjustments.
There being no objection, the material was ordered to be printed in
the Record, as follows:

-.

[In millions of dollars
Finanoi•l Adjustments

.

Changes from the
President's Budget

(a) Recepts from sale of oil from naval petroleum resertes- BA
+
The House adjusted the estimates provided in the Presi- 0
-+ 277ý
300)
dent's budget to reflect the current status
of
legislation.
The
I
estimates.
Senate did not adjust the President's
(b)Sale of strategicmaterial--The House assumed that new BA
+
legislation required to continue We of strategic and critical 0 (+
8
materials would not be approved by the House and adjusted the President's estimate accordingly.
(c) Family housing-These funds were included by the House BA (+ 295)
in anticipation of a FY 1976 budget amendment to cover 0 (+ 238)
increased costs of maintenance and utility costs in the family
housing area.
-. (d) Financial adjustmente-Each yoerar
n adjustments are
000
made by the Congress to transfer funds. These result in 0 f- 700)
part from funds made available from the sale of equipment
available by applying a surcharge to direct foreign military
sales, and in part from unobligated balances brought forward
from prior year appropriations.
(e) Stock fund cash balances-The DOD budget shows an BA (500)
increase in the, stock fund cash balances from $300 million, 0 (500)
on June 30, 1975, to $1,193 million on June 80, 1975. DOD
states that a cash balance of $700 million is sufficient to
cover cash flow reasonably. The House reduced the estimate
to $700 million.
(f) War reserves and inventory replenishment fund-Inventory BA - 1,000
replenishment fund of $300 millon and war reserve for 0 (- 800
allies of $201 million require change in legislation which is
not probable. In addition, $845 million for U.S. war reserves
is requested. This seems to be an overstatement of requirements.
(g) Foreign military credit sales-This reduction reflects final BA (- 2Q0'
Congressional action on the 1975 Foreign Military Assistance
0 (
150,
Apropriation by projecting the approved level into FY
(h) Rejections of rescissions/deferrals.
Total

wo•
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---------------------------------

BA

.

o (+

BA
0

2?)

-1,745
-944

Mr. MusKIz. With those two figures-$900 million in financial
adjustments and $900 million more in military assistance to Southeast

Asia-they had $1.8 billion, which in their judgment covered the
decision they had taken on pay caps. This is where the numbers came
out after our discussion.
HOUSE ADAMANT ON PAY CAPS

The House was adamant in its position, because the House had
taken a vote, and that vote was critical to passage of the concurrent
resolution in the House. The resolution passed by just four votes. So
the House conferees were not about to upset that decision on pay caps.
The PRESIDING OFFIcua. The Senator's 3 minutes have expired.
Mr. Musxmi. Mr. President, may I have 5 minutes out of my time
on the pending measure, rather than additional time?

The PiEsIDwo OFnCoR. The Senator from Maine is recognized for

5 minutes.
Mr. Musrmz. The Senate conferees, on the other hand, did not feel
that we were in a position to commit the Senate to a lifting of the pay
caps without having had a vote on it in the Budget Committee or a
vote on it on the the floor of the Senate. So we felt it unresolved so far
as the Senate conferees are concerned, and I apologize for the ambiguous language in the report. I shall read it because it was intended
to bridge this gap between the Senate and tie House conferees. The
only reason we did it this way was that we do no have ceilings on
functional categories in this year's resolution. We only have the overall.
This is what we put in the report.
If Congress should decide not to limit increases in Defense salaries and retiretirement allowances, there are sufficient funds within this total to support
that decision.

The first half of that sentence is a gesture toward the Senate; the
last half of-thatrsentence-is agesture toward-thifouse_-CEILINGS FOR FUNCTIONAL CATEGORIES NEXT YEAR

Next year, we cannot do that sort of thing, because next year we
will have ceilings in the resolution on each of these 16 functional
categories, and we cannot get that kind of ad hoc compromise between
the two groups of conferees.
Mr. President, I must say that I have found the distinguished
Senator from Georgia a very useful and effective source of information

on the defense budget, in the Budget Committee deliberations. I
compliment him for the interest he has taken and for the effort he has
made to raise these questions this afternoon. These are matters that
the Senate should consider head-on and directly, so that we just do not
slide around them. I appreciate that.
Where we are on this point on the Senate side is that a decision has
not been taken in any committee, so far as I know, with respect to
lifting pay caps. That decision has not been taken. That is yet to be
taken.
Second, the decision has not been taken on what should be done
with the overall defense number if the cap is listed. Nobody, so far as
the Committee on the Budget is concerned, has made that decision.
Mr. NUNN. On that point, will the Senator yield for one question?
Mr. MUsKIE. Yes, I yield.

Mr. NUNN. I believe the Senator has already made this clear, but to

make it abundantly clear, did the conferees intend to make massive

cuts in Government DOD personnel, either civilians or military or
both, in this report? Was that an intention of the conferees?
DOD PERSONNEL CUTS NOT DISCUSSED

Mr. MuSsIE. It was not. As a matter of fact, that subject was not
discussed.

Mr. NUNN. I used the word "massive." I ask, for example, did the

conferees intend to make cuts as much as 100,000 people in personnel?

Mr. MUSKIE. No such intention was expressed on either side of the

conference. Our discussion of the defense number was pretty much
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limited to-I think totally limited-to the question of the money
available from military assistance to Southeast Asia and the financial
adjustment item. Those were the only two. We did not take a position
with respect to personnel or with respect to the other matters whici
the Senator has properly raised. Whether or not in the language of
the report there are sufficient funds within this total to support that
decision would depend upon individual Senators' views on what our
total spending ought to be for defense. It is not a position that has
been taken so far as the conference is concerned. I am delighted to
clarify that point.
Mr. DOMENICI. Will the Senator yield?
Mr. MusxIE. I yield to the distinguished Senator from New Mexico,
who was a very valuable member of the conference for the Senate.
Mr. DOMENICI. I thank my distinguished chairman. I might
answer that question also for the distinguished Senator from Georgia.
As he will recall, on the Senate side, throughout the debates on the
hiudg&e- -discu~~d-only-th-e ~Adtniitration's-proposed- 50,000.. more or less, troop cut in the President's $94 billion outlay budget, and
various efforts were made to say we could cut substantially more
troops. I think the Senator will remember that on the Senate side,
we continually voted, repeatedly voted those down in arriving at
our $91-plus billion outlay figure.

NO CHANGE IN POSITION TAKEN

<

There is nothing in the record, in the conference, which would
indicate that in the compromise with the House, where we basically
split the difference in outlays, we intended to depart substantially
from the position we had taken with reference to troop strength or
overall civilian or military strength, other than as it was recommended
in either the Senate appropriations recommendations or the President's budget. I think we at no time contemplated massive personnel
cuts of the type the Senator has described.
The hangup is a very difficult one, because they were mandated by
a resolution on caps, as the Senator knows. We were not. The Senate
did not mandate us in that regard.
Basically, I think when we are saying if the caps are put on, there
is enough money in the budget, it should not be construed to mean
that we are saying that if the Senate feels that the amount herein is
needed, and then more is needed for the caps, and the House insists
that it be taken out of the meat, muscle, and personnel by the amount
described by the Senator, either 1.2 or 1.9 depends on whether we
treat retired and all active personnel the same.
Mr. NUNN. I thank the Senator.
Mr. President, I ask for 5 more minutes of my time on the main
bill, rather than additional time, for this.
I thank the Senator from New Mexico. I thank the Senator from
Maine.
As I have said before, I think the Senator from Maine has done a
yeoman job in getting this resolution through in time for the statute.
He has done an excellent job on committee, he has spent hundreds and
hundreds of hours. This is the most difficult assignment I think
anybody could have this year. It is difficult enough in any year, but

-

in a budget year when we have, no matter what we do, an inevitable
deficit, it is diffcult. This dialog today in no way reflects on my
admiration for the tremendous job the Senator from Maine has
done.
RAITE PAY AND TAKE JOB

I understand the background and the compromises that were
necessitated, in all likelihood, in the committee report. But I do think
4%it is important for the Senate and Congress to realize that we think
based on an analysis of this particular resolution, the likely result of
it is that we are going to be saying to Department of Defense personnel,
we are going to raise your pay, but we are going to take your job away.
We thin that is the only result that can flow out of this unless there
are some changes and adjustments made as we move through the processes and unless we decide to cut somewhere
else in order
ud - ff all
- •offto lprevent
.....
. ... a-masdvw-loss--of-jobs-by"civffian•In closing. I again would like to emphasize that I am taking no
position on the question of caps at this time. We did not ever confront
that directly in committee. We have not confronted it in the Committee on Armed Services. I know there are strong arguments on each
side. But what I have felt and am prepared to point out in this colloquy is the likely result that could flow from this particular provision.
IINVOLVUM IN LEARNING PROCESS

Mr. MUSKIE. May I say in closing, Mr. President, that I appreciate
the remarks of the distinguished Senator from Georgia. I assure him of
this: as far as the Committee on the Budget is concerned, we are involved in a learning process. We have much to learn from the Committee on Appropriations, from the Committee on Armed Services, from
the other authorizing committees. We shall undertake, through the
course of the weeks between now and next September, to follow the
deliberations of the authorizing committees closely so that we can
become more familiar with the values and the imperatives of all of
these programs and all of the 16 functions of government.
We shall particularly monitor this one. With the help of the distinguished Senator from Georgia, who is a member of both committees,
am surein that
shall
improve fields-and
our ability to
respond
to the
they
do compete.
all ofwe
these
competing
national Iinterest
That is one thing we see in the Committee on the Budget and so we
saw in the conference committee, the intensity of the competition between all these programs, all these interests, for the Federal resources.
It is a tough competition to be in the middle of.
I am this
mostsubject
gratefulthisto afternoon.
the distinguished Senator from Georgia for
raising
Mr. MCCLELLAN. Mr. President, I ask unanimous consent that I
may use 1 minute of my time on the consumer bill.
The PRESIDING OFFICER (Mr. Helms). Without objection, it is so
ordered.
Mr. MCCLELLAN. Mr. President, I have listened with interest to
this colloquy. I have prepared a statement that I would have made had

I had the opportunity to be here at the time the conference report was

considered. I had no notice of it. I did not know it was going to be

brought up. Therefore, I ask unanimous consent to have this statement printed in the Record at this time.
The PRESIDING OFFICER. Without objection, it is so ordered.
STATEMENT BY SENATOR MCCLELLAN

_the

The FY 1976 budget request for National Defense is $107.7 billion in new
budget authority and $94.0 billion in outlays. After careful consideration of all the
factors involved in the required March 15 report to the Budget Committee,
•,A. the Committee on Appropriations recommended a target ceiling in budget au~
thority of $5.2 billion Clow the budget request and an outlay reduction of $2.1
billion. It was the judgment of the defense Subcommittee that this reduction was
the absolute maximum that could be made in defense spending consistent with
present national security requirements and the prevailing atmosphere of international tensions. Some Subcommittee members were convinced that this reduction was too great, and they may prove to be right. Anyway, no member at
that time indicated that he thought it could be further reduced.
,j.rýt5ess, in its report the Senate Budget Committee further reduced
NationWafDiesne-budg-et uiitA'o'fY
$1&.*tbllUH~ nand-outays-byO$0.7"-billion ....
over the amount of the cut recommended by the Committee on Appropriations.
The Conference Committee then further reduced these estimates by $300 million
in budget authority and $500 million in outlays.
. In summary then, the Conference Committee reduced budget authority $7.0
billion below the President's request with an accompanying reduction in outlays
of $3.3 billion.
This further reduction in defense spending I believe can prove hazardous and
if this trend continues may soon imperil our national security. The burden of
reordered priorities and reduced spending should I believe be borne more equitably
by all sectors of the budget and not by National Defense alone.
In addition to my concern over the total magnitude of spending cute recommended by the Conference Committee, I am also quite concerned that the outlay
reductions are not commensurate with either the budget authority reductions
made or with the implicit assumption that there will be little if any civilian or
military personnel reductions. The Conference Committee report states "If
Congress should decide not to limit increases In Defense salaries and retirement
allowances, there are sufficient funds within this total to support that decision".
In fact, removal of the "pay cap" will require approximately $1.8 billion more in
outlays than originally estimated for the Defense Department, and this will be
additive to the Conference Committee's reductions. This means that Defense will
need to make a total outlay reduction of $5.1 billion. Without very substantial
personnel reductions, military or civilian or both, I see no way to achieve such
"a large outlay reduction without making reckless and Irresponsible additional
reductions in defense spending.
As stated previously, the report of the Appropriations Committee to the Senate
Budget Committee suggested that a budget authority reduction of $5.2 billion,
coupled with an outlay reduction of $2.1 billion, was at that time deemed feasible.
These figures assumed that the "pay cap" propose by the President would be
placed on civilian and military salaries. Quite frankly, after holding the majority
of our hearings on the Defense budget for fiscal years 1976, It now appears that
it may not now be advisable to meet the spending reductions recommended by
the Appropriations Committee and certainly not the additional cuts implicit in
Concurrent Spending Resolution.

Mr. MCCLELLAN. I make this further observation: I have tried to

take a middle ground on this issue between cutting the military,

slashing it $10 billion or $15 billion or so each year, and continuing

to spend more than a lot of people think is necessary. I have tried to
take a middle ground.
I believe that is the sensible thing to do.
DIFICUL

TO MEET OEIICNG

This year, at my urging, the committee, particularly the Defense
Subcommittee, reported out and recommended a cut of $5 billion

560t
as
I recall
it, ashearings,
we had in
thebecoming
year previous.
As we
the testimony
now
in these
it is
apparent
to hear
me that
it is going
to be most difficult to meet this ceiling, to hold it within the ceiling
that we have recommended, unless we are willing, as pointed out
here by the distinguished Senator from Georgia, to make considerable
slashes in personnel of our military,establishment, or to cut drastically
in research and development, or to cut drastically m our weapons
procurement program. It has to come from somewhere.'
We are getting it down to a bare-bones situation, in my judgment,
takiginto account the dangerous conditions in the world today.
I think we better stop1 look, and listen, Mr. President, before we
go too far in the wrong direction.
The PRESIDING OFFICER. The question is on agreeing to, the
amendment.

Mr-pno r..o

en

agai

d

i-disg-%•le

chairman of the Budget Committee and the members of the committee, including the ranking Republican member and the minority
members.
SPITS DIn-,ECz BwEEN SENATE AND HOUSE PASSED RESOLUTIONS

•,•
•,

I ask one question, and I am sorry I was not able to be here for the
beginning of the discussion. As I understand the conference report,
it does contemplate an expanded public employment program and
includes $2 billion for either countercyclical State and local government fiscal assistance, or new public works projects. It essentially
splits the difference between the Senate and the House passed bills;
is that correct?
Mr. MusKxE. In dollars, of course, the Senate provided nothing
for either of these approaches. When it was clear that we would have
to move toward the House outlay figure, we then undertook to make
the case for countercyclical assistance, as contrasted to local public
works projects.
Because the House felt very strongly about its local public works
approach, what we did, again, was bridge the gap by opening the door
to both for consideration of the Senate and the House, but we put
in $2.1 billion as the outside figure.
Mr. PERCY. I have one last question to ask our distinguished
colleague, because I think his preeminence
in this field, his judgment,
factor.
and hs opinion will be a very helpful
As he knows, the Senator from Illinois has been very concerned
about our passing a bill which gives back a lot of tax rebates to people
who realize that we are giving it back when we do not have it to
give. We are just adding to our debt. We are going out to borrow this
money that is being given back from taxes already paid in order to
stimulate the economy.
The Senator from Illinois hopes that it is going to stimulate the
economy, but he has a high regard for the intelligence level of people
who are going to wonder why they are getting themoney back when
they know it is just simply adding to the Federal debt.
PEOPLE READY TO PAY MORE

It is the opinion of the Senator from Illinois that the people of this
country are willing and ready to pay for more of our cost expenditure

progams as we go -Along rather than constantly adding it to -the Federal debt.
Would the-dis h ed chairman of the Budget Committee look
ar open mind and
some degree
of favor
to revenue
with
measurestat-might
be introduced;,
suchas
gasolinetax, inoreas ..
taxes on tobacco and alcohol and other kinds of taxes, including
removal of, say' the deductibility of State and local gasoline taxes
~ from our Federal tax return and the dyeing of fuel oil so that it cannot
"
be used in diesel trucks and thereby get around the tax imposed on
diesel fuel by State and Federal Governments? We have a tremendous
amount of fraud in that area which could virtually be. eliminated, as
Canada has done, by simply dyeing the heating oil so that it cannot be
t'tielk-i
mFt.Bu - V Cl'
Would the disti-nga1,d'h
with favor upon enacting measures now that will help bring in revenue to start to pay for some of these new programs that we have
instituted to help offset the recession and also try to bring down the
deficit, hold this ceiling that we have now imposed, and possibly
give us a little more margin to spare?
NOT COMwTTw

D TO TAX AROaM=

Mr. Musxiu. Of course, the conference report does now commit us
to tax reform legislation, which would have the effect of raising
revenues on a selective basis in the interest of reform as well as funding
some of these outlays.
Apparently there is also in motion something in the order of an
energy tax of some magnitude. There is some wide difference of opinion of what that ought to be.
If we really want to begin a program of energy conservation and
energy research and development, I think we are going to have to
move in that direction. It is a question, in my judgment, of timing.
I would not want to see any substantial increases of taxes of that
order at this point when we are trying to move the economy upwards
for the benefit of tie stimulus that we have in this budget.
But I think as we recover, as we move out, then we have to begin
to look at energy taxes, for example, for the purposes I have described
and perhaps beyond.
MiTR
IMEY CO

PODUCTIVE

I would not want to see the reduction in the progressive income tax
offset by increases in more regressive kinds of consumer taxes. I think
that would be extremely counterproductive, not only in the short
term but in the long term.
But I think the Senator is absolutely right in focusing upon the importance of taking at the right time those steps with respect to revenues
as well as outlays which would move us toward a budgetary balance
in due course, as the result of a rational kind of process, with that
target in view.
Mr. PERCY. I thank the Senator for his comments. We thank him
for the tremendous devotion he has had to this principle and concept,
which is virtually revolutionary to the Congress of the United States.
Think of it: For us to really be now a reponslb.e body, to think in
terms of an overall budget, and to relate each of the budget bills that
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come on board, the appropriation bills as they are voted on, to see
how it fits in the context of an overall budget.
I also express, great appreciation for the work that has been done by
jo). d
the Appropriations Committee, w. have dQ -ea e
Who have understandingly looked upon thii as-a device that can be
extraordinary ;helpful to them, because they had really been fighting
the battle all alone before. Now we are all a part of that process.
So I hope, that we wil scrutinize very carefully ,our expenses, make
absolutely certain, as ta every bill we bring on the floor of the Senate
that W• either see that it fits within the guidelines that we have tried
to establish or that we produce new revenue for it or drop out other
items of lesser priority.
ENCOURAGIUMNT TO PEOPLE

I think it will be a tremendous encouragement to the American
people if they see we are running the American family now, in the
appropriation, authorization and budgetary process, very much as
any well-ordered family must operate for themselves, or a business
operates, and the business of government should be run in a businesslike way. I think we have made a giant step forward, with the cooperation of ever Member of the Senate.
Mr. MUSKe. I thank my good friend from Illinois.
Mr. MAGNUSON addressed the Chair.
Mr. Musmic. I would like to say just a word, if I may, about the
time frame in which we operate.
We found this morning that the 30 days the Budget Act provides for,
say, congressional action on the resolution is a very tight period.
Each House must act, and the House incidentally must wait 10 days
into that period before it can move on the first concurrent resolution
so we may find it necessary to stretch out this period so that we will
not be caught in a kind of a bind which regrettably deprived the
Senator from Georgia (Mr. Nunn) of the opportunity to make the
points he made this afternoon before the Senate finally voted, because
the purpose of this is to give every Senator and every committee an
opportunity to make an input into this process.
Mr. President, I yield to the Senator from Washington.
Mr. MAGNUSON. Mr. President, I yield myself 2 minutes on the bill.
I want the record to show that had there been a rollcall vote this
morning I would have voted "aye" on the conference report.
When the Senator from Maine talked about the difficulties timewise yesterday the full Appropriations Committee appropriated some
$9.5 million in the supplemental over and above what we would consider. It was after the fact.
OF AK EMERGENOY NATURE

We are going down right now to consider almost half a billion dollars
for the Vietnam refugees. All of this stuff adds up and most of it is
sent up by the Office of Management and Budget, by the administration, and it is of an emergency nature. So, of necessity, it would be
pretty hard, with all of the time spent by the Budget Committee in
the past 2 or 3 months, to. anticipate these things, and they are going
to amount to another $20 billion.

But the reason I want'to vote for the conferece report I do think
that the conferees and the two committees did a maginicent job in
anticipatiag some of these things. In my own HEWibill how do I
knowexacty whatit~is going-tobe?.Usually that is,taken.up by the.
budget, by ll of us here, but you give us, Ithink, enough leeway in
which to take care of these matters and establish some priorities that
are long needed.
COMPETITION OVER "WHO QT WHAT"

There will be a fight about establishing priorities. As the Senator
from-- ine well knows, everybody competes with everybody else,
ani even wtselittey
comipete wit oe o-ta6--wec"a
w
o
.'
gets what, and this is so in the health research field. But I think this
first stab at this budget control was overall a good one, and I want the
record to show that I would have voted "aye" had there been a rollcall vote on the conference report.
Mr. MUsxKiE. I thank the Senator.
I might say that the consolidated supplemental is covered in our
totals.
Mr. MAGNUSON. Yes.
Mr. MusKI. And also the humanitarian assistance for the refugees.

Mr. MAGNUSON. Health programs.
Mr. Musxiz. All of these are covered.

But it is difficult to anticipate.
Mr. MAGNUSON. It is difficult to estimate this. You do not know.
Mr. MusKiE. Yes.

Mr. MAGNUSON. So I think on our first stab at this there is enough

leeway to work out these things.
Mr. MusKiE. We will learn as we go along.
Mr. MAGNUSON. We will have to learn as we go along.
Mr. MusKIz. I yield the floor, Mr. President.
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p. 8470.
ANNOUNCEMENT OF POSITION ON CONCURRENT BUDGET RESOLUT[ON CONFERENCE REPORT

Mr. MORGAN. Mr. President, it had previously been understood
that a rollcall vote on the first concurrent budget resolution would
take place at 12:30 on Wednesday, May 14. 1 have a very keen interest
in the bill and, like many other Members of this bcd y, planned to be
present for the debate and certainly for the vote. But because of the
understanding as to the time of the vote, on Wednesday morning we
went about other business of the Senate and attended committee
meetings.
Unfortunately, the Senator from Maine (Mr. Muskie) felt constrained because of coordinating consideration of the bill with the
House to move for earlier consideration of the conference report.
Consequently, there was no roilcall vote and many of us who had intended to be present for consideration of the conference report were
denied that opportunity. .
Frankly, 1 have very serious reservations about some of the report,
including the fact that the deficit simply is too high. In addition, the
report places the Members of the Senate in the position of either having
to deny Federal employees pay raises or else according to an analysis
made by the Armed Services Committee, eliminate some 700,000 to
800,000 military and civilian jobs. This is an unconscionable position
and I would like for the Record to reflect that had the rollcall vote
been taken and at the time agreed upon, I would have been present and
would have voted not to approve the conference report unless this situ-'
ation could be resolved.
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IN..THE HOUSE OF REPRESENTATIVES
AnM
1 14,1975
Mr. ADAMS, from the Committee on the Budget, reported the following concurrent resolution; which was committed to the Committee of the Whole
House on the State of the Union and ordered to be printed
.4

CONCURRENT RESOLUTION
1

Resolved by the House of Representatives (the Senate

2 concurring), That the Congress hereby determines and de3 cares, pursuant to section 301 (a) of the Congressional
4 Budget Act of 1974, that for the fiscal year beginning on
5 July 1, 19756

(1) the recommended level of Federal revenues is

7

$295,000,000,000 and the amount by which the aggre-

8

gate level of Federal revenues should be decreased is

9

$4,400,000,000;

10
11

(2) the appropriate level of total new budget anthority is $395,600,000,000;
(567)

568
211
2

(3) the appropriate level of total budget outlays is
$368,200,000,000;

S

(44 the amount of the deficit in the budget which

4

is appropriate In the light of economic conditions and all

5

other relevant factors is $73,200,000,000; and

6

(5) the appropriate level of the public debt is

7

$624,000,000,000, and the amount by which the tern-

8

porary statutory limit on such debt should accordingly

9

be increased is $93,000,000,000.
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No. 94-145

<'FIRST CONCURRENT RESOLUTION ON THE BUDGET
FISCAL YEAR 1976

Anm 14, 1975.--Ordered to be printed

Mr. ADAMS, from the Committee on the Budget,
submitted the following

A19PORT
[To accompa• H.Con. Re. 218]
The Committee on the Budget submits the following report in
explanation of the accompanying concurrent resolution (H.Con. RA&
, setting forth, on an aggregate basis only, the congreaional budget for the United States Government for the fiscal year 1976, and reoommends that it do pass.
L SUMMARY AND PURPOSE OF H. CON. RES. 218
H. Con. Res. 218 would establish the following targets for the major
budget aggregates for fiscal year 1976:
(1 Revenues ---------------------------------

%(2) Budget Authority ----.....
............------------

( Outls

-----------------------------

$29&.0

3 95.6
368.2

-------- 73.2
(4 Deficit ---- ------------------------------------ --------- 624.0
5) Public Debt
These targ•ts are intended to provide an overall macro-economic
framework or congressional action to reduce unemployment and the
recent high levels of inflation, while keeping the budget deficit and
Federal lborrowing within reasonable limits. Specifically, they would
mask possible a reduction in the unemployment rate from the present
8.7% to appropriately 7.40%by the end of fiscal year 1976; a reduced
inflation rate avern6. % during fiscal year 1976; and a deficit of
less than $75 billion, which available evidence indicates can be asfely
financed without a harmful effect on private sad State and municipal
credt-demands.
(1)
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2
The Committee wishes to emphasize two critically important aspects of our current economic and budgetary situation:
Firmt the ]argest single cause of the deficit is the recession itself,
coupled with the tax reductions that both the President and the Congress have agreed are essential to stimulate economic growth. If the
unemployment rate could be reduced to 4.2% dunn all of fiscal year
1976, the budget would be substantially balanced. Consequently, our
overriding need, both in humanitarian and economic terms, is to put
people back on the employment rolls as quickly as possible.
Second, while a substantial deficit in fiscal year 1976 is both
unavoidable and necessary, a comparable deficit in a resurgent
economy could spur inflationary pressures. Therefore, in fiscal year
1977 it may be necessary to moderate Federal spending in order to
avoid an overexpansion of the money supply or a return of higher interest rates brought about by increased private and public credit
demands. Consequently, the Committee has taken special care to
include'in its recommendations those economic stimulus proposals
.which..have their greatest impact primarily in fiscal year 1976, and
not in subsequent years.
It should be noted that the Committee's recommendations assume
that the Congress will reject the President's energy program proposals, apart from the $1 per barrel import fee on crude oil now in
effect. The Committee further assumes that any energy program
adopted by the Congress will be neutral from a budgetary point of
view, ,.e., that energy expenditures will balance energy taxes. Of
course, if the Congress adopts energy proposals involving greater
Federal spending without also adopting offsetting revenue proposals,
the Committee's budget aggregates would have to be adjusted
accordingly. The Committee's recommendations also assume prompt
enactment and implementation of the public service employment and
accelerated public works programs currently under consideration by
the Congress.
Finally, it should be understood that the Committee based its deliberations on information received through April 4, 1975.

573

IL BACKGROUND AND HISTORY OF THE RESOLUTION
The Colngressional Budget and Impoundment Control Act of 1974
(P.e. 98-34, July 12, 1974) establishes an improved congressional
budget process for determining national spending and revenue policies
and priorities. This new process--wich involves the adoption of
concurrent resolutions on the budget and includes a timetablefor other
qongreional budgetary actions-is mandatory with respect to
sA year 1977, which Will begin On October 1, 1076.
Section 906 of the Act provides, however, that upon agreement
of the House and Senate Committees on the Budget and to the extent
provided by them in reports to their respective Houses, rovisions of
the Act relating to the new budget process may be appled to fiscal
year 1978, the east fiscal year to run, on a July 1-June 30 basis.
The House and Senate-Budpet Committees on March 3 and 5, 1975,
respectively, reported to their respective Houses (H. Rept. W25;
8&lept. 94-27) the following implementation plan for fisa year
1976: ý,
(1) Budget Committees to hold hearings on the budget and

. ........ h e ec onom.y,....

.....~....._.. .....

..............

. .............. . .

(2) Committees and joint committees to report to the Budget

Committees by March 15;

-

(3) Budget Committees to report first concurrent resolution
on the budget by April 15;
(4) Congress to adopt first resolution by May 15;
(5) Budget Committees to report and Congress to complete
action on second budget resolution by September 15; and
(6) Congress to complete reconciliation process (to the extent
necessary) oy September 25.
In addition the implementation plan activates those portions of
section 401 oR the Act which provide that new contract and loan
authorities shall be limited to amounts approved in appropriation
acts, and which prohibit new entitlement authority legisation from
taking effect prior to the start of the new fiscal year.
H. Con. Res. 218 is the first measure presented for House action in
the implementation of the new budget process this year. It establishes
targets for the key bud et aggregates that determine the shape of
macro-economic policy. These tarts are intended to guide the Congress in its subsequent revenue and spending decisions.
The resolution contains the Committee's recommendations only
with reject to budget agg
tes, and not with respect to allocations
for each major functional category of the budget (as is required in
fiscal year 1977 and subsequent years). The Committee believes that

in 1975 the role of the Fedea bdgt indealing with the Nation's

severe rcesmon is the most ctical-policy issue, and consequently
its efforts should be focused on the budget a
tes, which have a
(8)

'.,I

v-,.
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significant imupat ovk the economy. This port, however includes the
Committee's estimates. for each functional catgory so that Members
may be informed about the components- of th6e aggregate'figures
contained inthe resolution.,
The budget aggregates cohtained in the resolution and the estimates
for functional catgories of the budget were developed by the Committee through nearly three weeks of hearings (involving major
administration officials an.sa wide range of private economists)
and two weeks of executive sessions. They, take into account the
reports of House, commit
and joint -committees, referred to
above; assistance by the Joint-Economic Committee,.the Joint Committee on Internal Revenue Taxation, the Qenera] Accounting Office,
and the Congressional Research Service; views submitted by a number
of private organizations; and its own staff analyses of the budget
and the economy. Although the Committee received some specific
information on certain activities from sources other than the reports of
other committees
and the~inclu"ding•-inntelligencee~President's budget document,
for some ...-.
,•pr.ograms.
•.-fd.- functions
the---ommite's
deliberations were dependent on the amount of information provided
by the appropriations and authorization committees. Executive
sessions on the resolution, which were open to the public, were held
on March 18, 19, 20, 21, 24, 25, and 26, and April 8., ,
The Committee's general procedure in developing the budget aggregates was as follows: fiwst, tentative agreement on a probable
revenue level, taking into account the House-passed tax reduction bill
and likely f
action on the bill; Mqond, tentative agreement on
budget authority and outlay levels for each of the' sixteen functional
categories of the budget; tkird, revisions of the revenue level to take
into account employinent-generating proposals agreed to by the Committee during consideration of the functional categories and the final
action of the conferees on the tax reduction bill (subse uently enacted
into law as the Tax' Reduction Act of 1975); fourt, final adjust-

_

ments to the functional category totals; and ifth, final decision on
the budget aggregates in the resolution and the functional category
estimates contained in this report.
The Committee reported the resolution and this report favorably
by a rollcall vote of 13 to 10 on April 8.
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III.'GENERAL EXPLANATION OF THE RESOLUTION
BACKGROUND
The DeterioratingEconomy.-T`he Uuited'State is in thb. midst of
its worst economic crisis since the Great Depression of the 1980's Unless Congress acts decisively, it is extremely unlikely tha thie economy
wcan.
correct itself without undue human suffering.
Aý look at the major indicators of the state of the Nation's economic
health discloses the dimensions of the crisis:
Ut"MPlUwment.--The unemployment rate soare4 from 4.6% in
1973 to 8.7% in March 1975. This means that nearly 8 million
people were out of work and looking for jobs. In addition, approximately half a million workers simply dropped out of the
labor force altogether during the past six months and are not even
counted in the totals. The high unemployment rates not only
cause grave personal hardship (orthe unemployed and their families, but also worsen the adverse position of the Federal budget.
It is estimated that for every increase of 19 in unemployment in
todaiy's- e-onomy,'the -i-s a orrespond-g $141billion loss in Fed,'
eral tax revenues and a $2 billion expen iture for regular unemployment compensation. Thus, a 1% incree in unem poymn
leadi to at leaet a $16 billion increae in the FederaZ defldo.
In/ftion.-Double-digit inflation plagued the economy i4 1974.
The Consumer Price Index (CPI) rose 11% during 1974 and increased at an average annual rate of .8% during the first two
months of 1975. The wholesale price index (WPI) rose by 18.9%
in 1974, but has declined at an average annual rate of 8% during
the first three months of 1975.
Wage.-Employees have not been compensated for price
increases by corresponding increases in wages. In February, the
purchasing power of an average hour of work was 2.7% below a
year earlier. In real terms (that is, adjusted for price increases)
consumer purchases of goods and services fell at an annual rate
of 13.2% in the final quarter of 1974. This was the sharpest decline
experienced since the early 1930's.
Demand.-Sales of consumer durable goods, in real terms&
dropped 13.9%--45.1% at annual rates-in the fourth quarter of
1974. Inventories of unsold goods recorded a sharp increase of
$10.9 billion, even after adjustment for price increases.
Output.ý-Ttal output (Gross Natioftl Product) fell by 10.8%
(at annual rates) between September and March. The decline in
total output in 1974 was 2.1%.
Housing starts.-Lagging consumer demand and restrictive
monetary policy in 1974 slashed annual average housing starts
from 2.4 million in the first quarter of 1973 to 1.0 million in the
* (5•)
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fourth quarter of 1974. Starts declined still further to an annual

rae of 977 thousand by Febru

of 1975. In the construction

industry alone, approximately 18% of the work force is currently
unemploye,.

,Ifwea

.- Business investment, which previously had been

constant in redl terms, also declined after mid-1974, dropping
nearly 15% (at annual rates) in only six months.
Intreat raee.-Hirh interest rates and restrictive monetary
Colicy contributed sgificantly to economic difficulties in 19741.
The prime rate on commercial paper (interest
paid by large
credit-worthy borrowers) reached 11.72% in July and remained
above II% t1ough August. Since September, the prime rate and
other short-term interest rates have dropped sharply. As of the
week ending March 28, 1975, the prime rate on commercial paper
was 5.91%. This drop in interest rates can be attributed to the
lack of private demand for credit and an easier monetary policy.
[oan. epaymenta-are unusually .. igkas.bu eea.inventonee are.reduced and extension of consumer credit declines.

For most of fiscal year 1975 administration fiscal policy has focused

on reducing deficit spending iy the Federal Government as a means
of fightingjInflation. Never eless, the deficit soared. The effort failed
because deficit increases that are occurring in fiscal years 1975 and
1978 are not the products of profligate Federal spending, but of

deteriorating economic conditions.

The President's Budget indicates (on p. 46) that if unemployment
were at 4%, the hypothtical full employment rate, the fiscal
1976
budg submi
by the President would have shown a 12 billion
ou
rather than a.$1.9 billion deficit. This startli economic fact
reinforces the Committee on the Budget in its dion
that a
spedy reduction of unemployment is essential to restoring economic
The President's Budget and Economic Programe-To meet the
deteriorating economic situation, the President's budget of February 8
contained recommendations intended to stimulate the economy without rekl, dling inflation, reduce the Nation's dependence on imported

oil, and eliminate certain kinds of Federal expenditurýs.

The economic dimu popoa contained individual income tax
cuts of $5.1 billion in fis7c year 1975 and $7.9 billion in fiscal year
1976; and reductions in business taxes of $1.0 billion in fiscal year
1975 and $2.8 billion in fiscal year 1978.

sThe ener t~~prop•oa• fell into three categories: increased import
fee on petroleum products; increased excise taxes on domestic crude
oil and natural gas; and a windfall profits tax on the sale of domestic
crude oiL Thes new taxes were elected to raise $80 billion on an
annual basis, which would then be fully offset through permanent
individual and corporate tax reductions and energy equaliation payments to Federal agecies and State and local governments.
The net impact of the large variety of tax changes on fiscal year
1975 revenues was estimated at minus $5 billion and on fiscal year
1M7 revenues at msiiu $6.4 bMion
-The eiren u redutoNo.x
a•. totalled
. $17 billion in f'scal
year 1978 The principal reducton involved savings of $6 billion

..

resulting from a 5%ceiling on increases in Federal civilian and military pay and retirement, social security, and other benefit programs
where, increases are tied to changes in the Consumner Price Index or
private wage rates. In additionthife President proposed a moratorium
on- new Federal spending programs other than energy program s. Re
also proposed a significant increase in program growth for national
defense.
The budget aggregates proposed by the President were as follows:
Revenues---------------------------------------------

$297. 5
385.8
349.4
51.9
596.4

'Budget authority-------------------------------------------Outlays---------------------------------------------------Deficit----------------------------------------------------Debt subject to limit -----------------------------------------

The economic impact of the President's proposals, set out on page 41
of the Budqet, can be summarized ats follows:
SUMMARY OF'THE ECONOMIC IMPACT OF' THE PRESIDENT'S BUDGET

Indicator
Rem of lnurasIn totaouW ....
Red of ctanIn CPl...............
U•nmploynw t .a..............8

1978

-3.3

11.3

1

96'
4.8

7.8

7.9

Calendar years
177
1M7
5.6

6.5

7.5

6.

6.6

5.2

i10

to

6.5

6.5
4.0
L5

4.1

6.2

Critique of the Presidentgis Programs.-The Committee believes
*thatthe President's Budget, despite its recommendations for a.substantial deficit and immediate tax reductions, is in reality. a very
restrictive one that cannot meet the Nation's urgent, economic needs.
The President's proposals provide virtually no new stimulus to the
economy. After all changes in program, expenditures and tax rates are
accounted for, the net dollar increase in expenditures total only $4.7
billion more than would have resulted from a simple continuation of
existing programs, and only $6.4 billion *inrevenues below existing tax
rates. The lack of sufficient stimulus is illustrated in the President's
own economic impact forecast referred to above: the calendar sear
1976 unemployment rate wouldd be reduced by only two-tonthe of on
percent from the 1976 level.
The President's energy
would increase the rate of inflation by 2 to 3% dur in~gpcalPe'ndaar year 1975, further dampening
business and consumer confidence, helping to negate the impact of
the tax reduction proposals, and putting further downward pressures
on employment. A eeordinig to the Preeidyent'e own forecaate, tA~rate of
change in the OPI wiaverage 11J% dtas
rg calendar year 19o75
if t6e entire Presddentia programis adopted.-The Committee believes that the Congress hs quite properly
refused toenact the President's energy program, hiteeproviding
additional stimulus to the ecoMy ini the recently approved Tax
Reduction Act of 1975. In fact, still more stimulus is needed, and the
eCommittee's recommendations in this respect are set forth below.
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It should also be noted that the President's budget significantly underestimated the deficit because of underestimated outlays for several
promrasm. Many of those underestimates are implicitly acknowledged
i'n thePresident's March 29 announcement that the deficit for fiscal
year 1976 stood at approximately $•0billion. Not included in that figure, however, are additional underestimates of about $700 million for
postal subsidies and $400 million in the aid to families with dependent
children (AFDC) program.
In addition, the President assumes that. (a) $8 billion will be received from the sale of off-shore oil leases, an estimate that appears to
be $4billion too'hi h; and (b) the recently enacted tax cut will not be
extended beyond December 31, 19i. If the oil revenues amount only
to $4 billion and if the tax cut is extended through the end of fiscal
year 1976 (costing at least an additional $4.4 billion), the President's
deficit would be $69.5 billion.
Despite the size of the deficit in this adjusted presidential budget,
6he
Presidnt's pliii contains lttle that would focus stimulus in the
economy aside from what is provided in the congressionally initiated
Tax Reduction Act of 197T.
Committee ProposamL-In its 2u, concurrent resolution on the
budget, the Committee recommends a coordinated set of budget
totals designed to revive the economy. The Committee proposal is
built around a many-faceted strategy providing stimulus through
(1) immediate and substantial tax reduction, (2) new public service
jobs, (3) accelerated spending for public works programs now in the
planning stages, and (4) additional housing construction. Furthermore, the Committee proposals will reduce the hardships a severe
recession inflicts on the neediest sections of society by permitting more
generous cost-of-living increases in income security programs than
recommended by the President.
Tax reduction.--The Committee's revenue recommendation incorporates the provisions of the Tax Reduction Act of 1975, and
assumes that the temporary provisions of the Act, now scheduled
to expire on December 31,1975, will be extended for the remainder
of the fiscal year in order to further boost consumer spending.
This extension will provide at least an additional $4.4 billion in
economic stimulus.
A comparison of the President's tax proposals with the Tax
Reduction Act of 1975 and the estimated effect of the $1 import
fee per barrel of oil is shown in the following table.
COMPARISON OF TAX PROPOSALS
Pa biliw of dobllo
Fh'ci 19TN

F1975

197m
Ta

19"5TU
Tax future
Tu Ikdv¢
Act . .. .... .. . .. . ... .. .. budget
d....
diodabx~~~~c................
cu:

" .......

,

Ad..
..............................

tad ....... ......................
~TOlb x dWW p ............. :.. . L.. :....
...
... .

..

l. 1-1Act
rf

-. 1 .....-

1......
i

+43 .. "+.4'

-

. . .

-.. 3
..............
....

- W 3.

bdt

ma: o

. . . ..

1.

-02

+53

-1.

+L.4

..............

..- 4#--

1 .4
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Public 8ervioe jobs.--The Committee proposal incorporates outlays of $1.4 billion for 310,000 jobs provided in the House-passed
Emergency Employment Appropriatidns Bill and calls for an
acceleration of the public service jobs program during the remainder of fiscal year 1975. Moreover, the Committee is convinced that
additional public service jobs in fcid year 1976 are essential to its
strategy to reduce unemployment to 7% by the end of calendar
year 1976. Therefore, the Committee includes an additional $1.9
billion to raise the total number of public service jobs to 450,000.
Increased funds are also included for manpower training, particularly for disadvantaged groups that are having difficulty enterig the labor force.
Accelerced public workls.-The Committee totals include $25.8
billion in budget authority and $8.1 billion in outlays for public
works programs for fiscal year 1976. Of this amotmt, budget
authority of $3.7 billion and outlays of $2.2 billion were included
in the Emergency Employment Appropriations Bill. The
Speaker's proposed program of accelerated public works accounts
for another $5 billion in budget authority and $3 billion in
outlays for the budget year. In total, the jobs created in the
jgublic works and related areas number apprwo ýmately one mil-

' ion.

lw

Houwing.--The Committee includes $1.9 billion in outlays for
fiscal year 1976 for pending housing legislation, which would
stimulate additional housing construction of approximately 400,000 units and provide approximately 225,000 new jobs in te construction industry.
The economic stimulus provided by the Budget Committee totals
$28.4 billion in fiscal year 1976, as shown in the following table. Of
the $25.8 billion in budget authority estimated for public works, $8.1
billion is expected to be spent .in fiscal year 1976 and approximately
$6.75 billion in fiscal year 1977 when the unemployment rate, in all
likelihood, will still exceed 5%or 6%. The Committee has also taken
into account the economic stimulus of $12.2 billion ($10.3 billion on the
revenue side and $1.9 billion in increased outlays) provided by the
Tax Reduction Act of 1975 during the remaining months of fiscal
year 1975.
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SUMMARY OF ECONOMIC STIMULUS IN HOUSE BUDGET COMMITTEE
ESTIMATES-FISCAL YEAR 1976

Economic tmidus.

Function

Authority

FicalYer 197
Outlays
Job$

1.9 ............
.;n,000

400 84.7
t_.. Intotln .........................................................
,. thus
_.r_rat ,ndndnd

(s 2)

II. Public service Jobs and manpower training:

1.4

=: =bm'

-......................

o

CETA titlII and
IVmanpoweretrmlnlna.......
Incae
mp
Public
Jobs and45000
peek In
fiecal
year
IM7 service
(odueition
labor) .........

•,

500

.3

.3

500

L0

1.9

publc service Jobs and manpower
11toa,

tr a.n.i.g....................
II.Publiworks:
Ill
.
,I (ublaly
. , pblc wo,,
Sh). ........
()
2. Ee'amd court actions.
Court
rehofdeanwae.u
..............
Puidont's rlaremof hihwey funds. .......... ;
400
f(

'

PmidDuutorfunds.
Predoa's
eleseof HIR,,Ouitonftomb .........

&Committee recommendatios:
Natural rmoursee, e anvrmet and energy

fundio.n.............
.........
...................

D.C. mtr,o.. .....

hNu
l
of rretly dofrrsd lghway funds.....

l""

550
50

30o
400

A0

:See~n..
45

X,:

,,

i

4.6
3.7
.

,.

o2.0
8.1I
.

.6
.2

86.7

31%000

,•o

NA
1140, 000

3.6 450,000
2.2 6Ao000
1 6o000
3.500
.1

.

,i

3.1

2.000
2,O

.4
.2

30,000
4,000

.5

37,500

5.0

3.0

250,000

ob utoriy)....................
400
..
Subteopuliwor ... s........................25
5.1
Subtotal, estimates of outlays or economic stimulus..................35.1

6

4.,500
1,5051,500
1,72,50

Im~Pborrowin

of mail.~ funds from

IV.Budge Impact of Tax Reduction Act.............
.. ................
ElBdtof extending tax cut to end offlr•l year 1976
.......................
Subtotal, esllmted stimulus of tax redodlon ................................

Grand totl: Outla/emu reduction ........................

A...

13.6

.4..."....
4.4.......
14.6 ............

2.4

.o726,500

Note: Flim my not add to total duo to rounding.
two ectJvltlee
eSIlustrative
Mlacel~aalo distribulon:Commite provides for distributon of a lump sum dollar amount bedwnm thOsw
8Prior year b•usgt author.

The Committee is well sware that a $78.2 billion deficit is far above
tolerable levels in normal circumstances. However, the Committee is
also convinced that the budget deficit is caused by serious problems in
the Nation's economy which would only be aggravated by a smaller
deficit in&
thie fleca year.
Many. of the witnesses before the Committee and most of the thirteen
economists at large banks and financial institutions queriedby the
Committee stated that a large Federal deficit in fiscal 1976 could be
financed without major disruptions to the financial markets. Of the
thirteen statements from bankers, three optimistically concluded that
a large deficit was not likely to spur inflation if properly handled,
seven declared, more cautiously, that the deficit couldbe financed withthe danger of zkindling inflaout great difficulty but warned a
tion in late 1976 or 1977, and three stated that the expected deficit
in fiscal 1976 would almost certainly lead to inflation.

REST COPY AVAILABLE

581
11

The main concern of most of the economists was what was going to
happen after fiscal 1976. In fiscal 1977 the recovery i expected to be
well underway and a large deficit in that year, on top of expanding
private demand for credit, could result in a "crowding out" of private
borrowers. (Seepage 16 for a more detailed discussion.) The Committee was urged to avoid permanent tax cuts or increased expenditures on programs which cannot be cut back.
The budget deficit can best be reduced in the future by enerating
jobs, which will produce increased tax revenues and a reaction in
Federal expenditures for unemployment compensation and other
forms of income assistance.
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COMMITTEE RECOMMENDATIONS
Revenueso-The Committee estimates that fiscal year 1976 revenues
will total approximately $295 billion, instead of the $297.5 billion
projected by the President in his February 3 budget message. As explained, the Committee's estimate assumes extension of the Tax Reduction Act of 1975. Accordingly, H. Con. Res. 218 calls for a decrease of
$4.4 billion in revenues to account for this assumption.
A comparison of the President's budget and the Committee's estimate is shown in the following table.
FEDERAL RECEIPTS IN FISCAL 1975 AND 1978
[In billions of dollersi
Flscal year

sMUtS

1975
Ud
m
"redn'
eitt * ................ 0...... 0............so.........0..........

a....................................................
cluall ..................................................................

1976
f 0

-2.1
-2.1

-2.

In revising the President's fiscal year 1976 estimate, the Committee assumes that Congress will not enact his proposed energy taxes,
but takes into account the fact that Congress huas sharply revised his
general tax cut proposals, reducing revenues by an additional $4
billion, according to the Joint Committee on Internal Revenue
Taxation. Furthermore, the Committee expects Congress to extend
the provisions of the recently enacted tax legislation beyond its
December 31, 1975, expiration date, lowering revenues by approximately an additional $4.4 billion. However, continuation of the
President's $1 per barrel import fee on crude oil, and its expected
extension to al[crude oil products, should add $2.4 billion to fiscal
year 1976 receipts. Finally, the Committee anticipates that its budget
recommendations, as they stimulate the economy and reduce unemployment, will generate additional revenues of about $3.5 billion. The
economic assumptions underlying this expectation appear in the
following table.
ECONOMIC ASSUMPTIONS
OIn
billions of dollml

ESIiul

ins

1976

GNP Incurrant dolrin:
0.....................................M
WI
ad" Pficetsbud
V .....................
Uo..................................................

" Ws

.u.................................................o........
(n)

6
1N:30

111

1
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Revenue estimates are largely dependent on the size and composition of the Gross National Product (GNP). The Committee's estimate
of the GNP size in calendar 1976 is almost identical to the President's,
but the composition of the two estimates is significantly different.
d,#

Stimulated by the Committee's recommended budget, the economy

. is expected to show a higher rate of real economic growth and a lower
rate of inflation than estimated by the President. -The higher rate of
real growth will produce more jobs and higher profits. The lower
rate of inflation is partially the result of removing the President's
energy program.
In addition, the President's energy proposals would channel about
2% of the GNP through the Federa Government by way of the
energy taxes and redistribute it through tax cuts, grants, and transfer
payments-none of which are taxable. Under the Committee's recommendation, which excludes the President's energy proposals, that 2%
of GNP will be redistributed to personal incomes and profits, both of
which are taxable.
Thus, under the Committee's proposal, personal incomes are expected to be $24 billion higher and corporate profits $21 billion hi her
than projected in the President's budget. The Committee calculates
that this should generate between $9.5 and $10 billion in increased tax
liabilities, and thus add $3.5 billion to the revenues collected in fiscal
1976.
A comparison of receipts by source between the President's recommendations and the Committee's estimates is shown in the following
table.
COMPARISON OF BUDGET RECEIPTS BY SOURCE
[In billions of Mlarui
Fiscal 1975
Budget rwcipts

Individual
Inc taxes ..............
CorratIon Income taxes ............
Social Insurance taxes and con.
Excitributons........................
se taxes.................
.O

Estate and Oift taxes...............

duties................
Customs
Miscellaneous receipts ...............
Total receipts .................

Fiscal 1976

redet
SuetPresident's
budget COmIttee
ChangBudge
budget Cormmite

.7
5
1
3.9
7.7
271. i

l41.8

-1.1

+3.3

106.3
47.7

its

-3
1o 146
46
4
0
4.
'
1:1
-0. . i.l
5.

276. 7

-2.1

297.5

29. 0

Caip

+
-,5.2

03

-14
-2.5

Note: Figures may not add to totals due to rounding

Budget Authority and Outlays.- The Budget Committee estimates $395.6 billion in budget authority and $368.2 billion in budget
outlays for fiscal year 1976. The Committee's estimate is $2.5 billion
in budget authority and $8.6 billion in outlays above the President's
budget as adjusted and $42.4 billion in budget authority and $30.2
billion in outlays below the views and estimates of other House
committees.
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SUMMARY COMPARISON OF BUDGET AUTHORITY AND OUTLhYB FOR
FISCAL YEAR 1976
Dio billim of do"leo
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The major areas of increase in the Committee's estimate are in the
functional categories for community and regional development; education, manpower, and social services commerce and transportation;
income security; and health. The major areas of decrease are in the
functional categories for national security; international affairs; and
allowances (basically the proposed energy tax equalization payments).
Tables on pages 48 and 49 in the appencux compare the relative magnitude of Committee increases and decreases for each functional cateory. The discussion of each functional category, beginning on page 20,
describes in greater detail the components of the Committee's estimate
within each function.
The difference between the Committee's estimate and the President's budget as adjusted can be summarized in terms of four major
areas of change.
Firet, significant increases in the estimate for public service jobs
and manpower, for public works, and for new housing legislation reject
the desire of the Committee to provide economic stimulus to the
economy. These initiatives are described in more detail on pages 9 and
10 of this Report.
S•eod, the Committee assumes substantial increases in human
including the effect of restoring program reductions
resource pro
proposed in the President s budget submission, providing certain
additional amounts to cover the increased cost of goods andaservices,
and the increased cost of congressional initiatives included in the
views and estimates of other House committees.
Third the Committee'd estimate includes certain major reductions
in the President's budget, including national defense, international
affairs, energy tax equalization payments, and an adjustment, mainly
in income security, to reflect the impact of an improved economy on
the budget.
Mmin y, the Committee's estimate assumes congressional rejection
of much of the savings the President proposed to achieve through
rescissions, legislative initiatives, and administrative actions. In
particular the Committee assumes congressional disapproval of the
proposal for an arbitrary across-the-board ceiling on cost-of-living
increases for recipients of Federal income security and retirement
payment.. The Committee's estimate includes cost-of-ii increases
of up to 7% for Federal retfees (civilian, military, and railroad)
and social security recipients. For the disabled under social security
and Federal retirement programs, and for the supplemental security
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income, child nutrition, and food stamp programs, the Committee
includes full cost-of-living increases. To cover the costs of these assumptions, the Committee's estimate includes an outlay increase of
$2.8 billion over the President's budget.
The following table describes in further detail these differences
between the Budget Committee's estimate and the President's budget
as submitted:
SUMMARY OF HOUSE BUDGET COMMITTEE
ESTIMATES-FISCAL YEAR 1976 OUTLAYS
(Inbillions of dollar]
I. President's budget as adjusted:
1. President's budget as submitted ...........................
349. 4
2. Executive and court action:
Presidential amendments to budget ($0.1B for foreign aid
and $1.8B for public service employment)--- ........- a
9
Presidential reestimates to budget (food stamps $1.5B
and $0.GB veterans benefits))...................
....
I
1
Administrative actions of the President ($1.0B for release
of Hill-Burton and highway funds) ...........-........0
Court decision on EPA-Clean Water ($5.OB in authority)..
(1)
3. Underestimates of budget outlays in President's budget:
($4.0B for overestimates for royalties on the Outer Continental Shelf- $0.7B for payments to the Postal Service;
$0.4B for AFbC)
........................
.
1
President's budget as adjusted I-------------

359. 6

II. Committee recommendations:
1. Economic stimulus:
Public service jobs and manpower training ..............
1.9
Public works...
7.1
Housing legislation ...................................
1.9
2. Reductions:
National defense (excluding cap)--------------- 4.5
International affairs .......................
4
Energy tax equalization payments.----------------7.0
Adjustment for changed economic assumptions (income
security) ..........................................
--1.8
3. Human resources program level increases (health, education,
and veterans)------------------------------.2. 3
4. President's proposals for budget reductions:
Disapproval of reductions proposed through: Rescissions
($0.YB); legislation ($5.3B); and administrative action
(food stamps, $0.6B) ...............................
6
Increased outlays due to Committee's revision of President's proposed 5-percent limitations .. . .--....... 2. 8
5. Other----------...
a. ---------------------0. 7
Total, House Budget Committee recommendations .....
- 368. 2
Total, views and estimates of House committees ......... 398. 4
I Less than $100 million.

'Figures may not add to totals due to rounding.

Deficit.-The Committee's budget recommendations would result in
an estimated deficit of $73.2 billion.
The deficit results from the difference between revenues and outlays.
Congress directly affects the size of the deficit when it reduces or
increases tax rates or expenditures. However, because Congress
usually deals with programs in terms of budget authority rather than
actual spending, it affects the outlay side only indirectly.
52-1 "1 0 - 75 - 38
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Beyond this many variations in revenues and spending as largely
independent oR Conressional action.
If, for instance, Congress changed no tax or expenditure programs
while the level of production and employment fell tax receipts would
also fall and unemployment benefits would rise, These changes would
push a seemingly balanced Federal budget into deficit. In today's
economy, .the C3ommittee understands each increase of one percent
in unemplorIYnent will reduce Federal tax revenues by about $14
billion, and tinreae regular unemployment insurance benefits by about
$2 billion. In other words, the Fecderal deficit will increase approximately $16 billion for each one percent increase in the unemployment
rate. If unemployment were 4 percentage points lower than today's
level, expected revenues plus an automatic decrease in unemployment
expenditures would reduce the deficit by about $64 billion.
The money to finance the Federal deficit is obtained from Treasury
sales of government securities. This has prompted concern in some
quarters that Treasury borrowing to finance a $70 to $80 billion
deficit, competing with private borrowing needs, will re-ignite inflationary forces in the economy.
The Committee does not expect that result for two reasons. First,
private demand for loans has fallen rapidly during the current recession. This decline should enable a significant por ion of the deficit
to be financed without displacing borrowing in the private sector.
Second, the Federal Reserve may buy a portion of new Treasury
securities, but that portion probably would not lead to excessive
expansion of the money supply.
A further limitation on any tendency of Federal debt financing to
crowd out private demands for loans should result from concentrating
such borrowing in the short-term market. (where interest rates have
fallen rapidly) rather than the intermediate and long-term markets
(where interest rates have remained high). Thus, borrow b the
federal Government to finance the fiscal year 1976 deficit will probably
tend to replace failing private demand for loanable funds, rather than
force such borrowers out of the market.
As stated above, representatives of some of the largest lending
institutions in the country have endorsed this view in letters sent
to the Committee. While some of the bankers expressed real concern about the effect of deficits in excess of $50 billion, others stated
that a deficit of between $70 and $80 billion could be financed without much difficulty. In addition, almost every private economist
who testified before the Committee endorsed the proposition that a $70
to $80 billion deficit is acceptable under current and foreseeable
economic conditions in fiscal 1976.
However, the banking community is concerned about the possibility
that the fiscal year 1976 deficit level may continue -into 1917. If the
stimulus to current economic activity provided by the Committee's
budget recommendations revives lamgn demand and production in
1976 as expected, this expansion.wil probably restinulate private
demands for investment funds. Given at result, continued Federal
borrowing at the fiscal year 1976 level could compete with revived
private loan demand and drive interest rates beyond what many
borrowers could afford. Under those circumstances, to avoid Q
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interest rates would require a further expansion of the money supply
in excess of productive capabilities. This excess supply of money coud
lead to h er rates of inflation, if the strength of private demand

again rises strongly.

The seriousness of a budget deficit should be measured not only by
its size, but more importantly by considering whether such deficits
occur when large portions of existing plant and equipment are not
fully employed.In 1973, 88%of manufacturing capacity was utilized.
By the final quarter of 1974, capacity utilization was down to 75.9%
(Federal Reserve Board index), and all indications are that utilization
declined further during the first quarter of 1975. A $75 billion deficit
incurred during a period of high unemployment and low capacity
utilization is not nearly as serious as a $20 billion deficit at low levels
of unemployment.
The Committee's judgment on the financing of the deficit takes
into account the financial activities of so-called off-budget agencies.
At present there are 15 such agencies including the Postal Service,
the Federal Reserve Board, tie Federal Home Loan Banks, the
Federal National Mortgage Association, and the Export-Import Bank.
With the exception of the Postal Service, all these agencies borrow
funds and lend them out again to selected recipients, but the law
excludes these transactions from the budget totals.
The Public Debt.-Assuming a $28.2 billion deficit, the Committee
expects the public debt subject to limit to reach $624 billion at the end
of fiscal year 1976. This is $27.6 billion above the debt projection of
$596.4 billion estimated by the President in February.
The permanent statutory debt limit is $400 billion, temporarily
increased to $531 billion through June 30, 1975. Given the Committee s
projected debt rise, the temporary ceiling will have to be raised by $93
billion to accommodate the expected new debt.
The public debt is made up of direct obligations or debts of the
Treasury. To cover these obligations, the Treasury issues securities
which are sold to the public or held by trust funds and some Federal
agencies.
Calculating the projected public debt subject to limit involves consideration not only of the budget deficit but also of such other major
factors as the deficit of off-budget agencies and the net surplus of
government trust funds invested i Treasury debt. This calculation
alsMo assumes no change i Treasury cash balances and that all changes
in borrowing are subject to the debt ceiling.
In fiscal year 1974, 70% of the public debt was held by the public and
80% by Government agencies. About one-guarter of the public
owned portion is held by the Federal Reserve banks. Another one-fifth
is held by commercial banks. Of the remainder, 80% is held by individuals, primarily as series E and H Savings Bonds, 238 by foreign
and international investors (mosdy institutions such as governments
and central banks), and the rest is spread among State and local governments, corporations, insurance companies, mutual savings banks,
and other investors.
The 30% of the public debt held by Government agencies includes
two major groups of trust funds-social security and civil service
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retirement funds-which are expected to account for 70% of agency
holdings in 1976. Surplus cash, accumulated by all trust funds to meet
future claims and demands, must be invested by law in Treasury debt.
As a percent of GNP, public debt has declined steadily since just
after World War II fronma peak of 180% in 1946 to 85% in 1974.
The debt subject to limitation is expected to be equal to 89%. of the
GNP in fiscal 1976 if the President s recommendation to bring the
financing of the of-budget agencies under the debt limit is carried out.
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IV. BUDGET AUTHORITY AND OUTLAYS BY
FUNCTIONAL CATEGORIES
Although the Committee's resolution does not include budget
authority and outlay figures by functional category, the Committee
arrived at its overall totals only after considering these 16 component
,°* parts of the budget. This report provides estimates of budget authority and outlays for each functional category to give the House an
understanding of the basis on which the Committee reached its
overall totals, but not for the purpose of establishing formal category
targets.
The Committee adjusted the President's February 8, 1975 budget
totals for each functional category by taking into account new Presidential initiatives and reestimates announced since that date, court
actions, and executive branch underestimates of required spending for
fiscal year 1976. It then reached its own conclusions, working from the
recommendations of its Chairman and the views and estimates of the
various committees of the House.
In arriving at its totals, the Committee took into account the fact
that a relatively large share of the outlays is mandatory under existing law. This problem is discussed in greater detail on page 56 in
Appendix D of this report.
(19)
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The Budget Committee estimates budget authority of $99,778 million and outlays of $89,736 million for this functional category. This
represents a net reduction of $7,922 million in budget authority and
$4,291 million in outlays from the President's budget and a reduction
of $10 064 million in budget authority and $6,385 million in outlays
from the views and estimates of other House committees.
DESCRIPTION OF FUNCTION

This function includes all funds required to support the Department of Defense. It also includes military assistance to foreign nations, atomic energy defense activities, and certain other defenserelated
activities, including receipts from the sale of strategic
commodities.
PRESIDENT BUDGET AS ADJUSTED

I

The President's budget proposes $107 700 million in budget authority and $94,027 in outlays. No official revisions have been made
in these proposed totals since the budget was submitted.
BUDGET COMMITTEE ESTIMATE

The Committee's estimate provides for increases of $1,888 million
and decreases of $9,260 million in budget authority as described in the
following paragraphs.
The estimate includes an increase of $258 million in budget authority and outlays to provide a 7% cost-of-living increase to retired
military personnel in lieu of the 5%ceiling assumed in the President's
budget. The additional funds also provide disabled retirees the full
increase in benefits under the regular formula. The Committee assumes
that pay increases for active Federal emplo ees (military and civilian)
will limited to 5 as proposed in the resident's budget
The estimate provides $295 million in increased budget authority
for higher costa of utilities and maintenance in the family housing
area.
(20)
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The estimate does not assume receipts from the opening of the
Naval Pettoleum Reserves to production nor from additional sales of
strategic commodities included in the President's budget. Both of
these actions would require new legislation. The budget effect of this
~ estimated reduction in receipts is to increase the President's budget
submission by $790 million in budget authority since receipts of this
type are counted as deductions from budget authority.
The Committee assumes financial adjustments which can be accomplished by use of funds available from prior year accounts, sale of
equipment which does not need replacement to foreign governments,
justment of stock fund cash balances, reduction in foreign military
credit sales and lower inflation rates than those contained in the
President's budget based on latest pricing trends. These assumptions
result in a reduction of $8,260 million in Budget authority.
The Committee assumes a reduction in the requested level of support
for South Vietnam to the currently approved fiscal year 197T5 level and
assumes, further that military assistance to Cambodia will not be
provided in fiscal year 1976. Theso assumptions result in a reduction
of $1,000 million in budget authority. No Judgment is included in this
report on the pending supplemental request for fiscal year 1975 for
Southeast Asia.
A portion of the funds requested for procurement of war reserve
stocks and the inventory replenishment fund would require a change
in the Foreign Assistance Act of 1974 (P.L. 93-559). The Committee
has no evidence that the Congress will approve a change to the applicable sections of the law this year. Moreover, there are n-dications that
war reserve requirements are overstated for the fiscal year 1976 fundin¶eriod. This estimate reduces the fiscal year 1976 request by $1,000
millon.

For fiscal year 1976, the President's budget submission requests a
real program increase of approximately $5,000 million for the Department of Defense. The Coimmittee's estimates include a reduction of
$4,000 million in this area. In recent years, the Congress has provided
funds for significant modernization of our defense forces. The Clommittee estimate continues funding of modernization programs.
The result of Committee estimates and assumptions would maintain the defense budget at approximately the fiscal year 1975 level of
funding with allowances for inlation and some technological growth.
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The Budget Committee estimates $4,677 million in budget authority
and $4,900 million in outlays for this functional category. These
amounts are $7,950 million in budget authority and $1,394 million
in outlays below both the President's budget as submitted and the
views and estimates of House committees.
DESCRIPTION OF FUNCTION

The International Affairs function includes funds for foreign economic and financial assistance, the conduct of foreign affairs, and
foreign information and exchange activities.
PRESIDENT'S BUDGET AS ADJUSTED

The President's budget was adjusted by adding $111 million in
outlays. This adjustment reflects the estimated fiscal year 1976 outlay
effect of a fiscal year 1975 budget amendment for additional financial
assistance to Israel, aid to Portugal, famine and disaster relief, and
refugee assistance.
BUDGET COMMITTEE ESTIMATE

The Committee's estimate does not include $7,000 million, in budget
authority and $1,000 million in outlays for a $25 billion Special
Financing Facility proposed by the President. The Budget indicates
this facility would provide loans to industrialized countries with oilrelated and other balance of payments difficulties." As yet, no specific
legislative proposal has been submitted by the President.
The balance of the reductions in the estimates for this function
amount to $950 million in budget authority, primarily in the areas
of Indo-China Postwar Reconstruction and bilateral Development
Assistance. In arriving at these figures, the Committee took into
consideration recent congressional action on the Foreign Assistance
Appropriation Bill for fiscal year 1975, which made similar reductions
in these areas.
(22)
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. The Budget Committee estimates $4,708 million in budget
authority and $4,599 million in outlays for this functional category, $22
million in budget authority and $18 million in outlays over the
President's budget as submitted, and equal to the amount recommended in the views and estimates of House committees.
DESCRIPTION OF FUNCTION

This function includes space research and technology, general
science and basic research not specifically covered by other functional
areas, and earth sciences. The budgets for NASA (except for aeronautical programs), National Science Foundation (NSF), certain research programs of the Energy Research and Development Administration (ERDA), and the 04.S. Geological Survey are all within this
category.
PEIET
SPRESIDENT18
BUDGET AS ADJUSTED

The President's budget for this function conforms to his policy of
no new initiatives in fiscal year 1976. The NASA budget, which comprises approximately 70% of the total, covers only previously authorized and scheduled projects currently underway. With the conclusion
of the Apollo-Soyuz Test Project this summer, manned space flight
ceases until orbital tests of the Space Shuttle begin in 1979. No further
lunar landings, manned or unmanned, are planned.
0

BUDGET COMMITTEE ESTIUATI

The Committee's estimate includes a relatively small increase in
budget authority and outlays over the budget as submitted for energy
and space research. This increase reflects the views and estimates of
House committees.
(28)
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The Budget Committee estimates $14,105 million in budget author.

itT and $11,546 million in outlays for this functional category, $1,879

million in budget authority and $1,518 million in outlays over
the President's budget as submitted, and $4,212 million in budget
authority and $1,980 million in outlays below other House committees' recommendations.
DESCRIPTION OF FUNCTION

This function includes the water resources and power functions of
the Corps of Engineers, the Departments of Agriculture and the
Interior, and others the conservation and land management functions
of the Agriculture, Commerce, and Interior Departments and others;
Protection
control
activities
of the Environmental
the pollution
Energy
programs of the
energy-related
the civilian
(EPA);
Agency
Research and development Administration, the Department of the
Interior, EPA, the Federal Energy Administration, the Federal Power
Commission, and the Nuclear Regulatory Commission; and other
natural resource programs.
PRESIDENT'S BUDGET AS ADJUSTED
The President's February outlay estimate has been adjusted upward
by $50 million to reflect subsequent court-ordered release of an additional $5 billion in contract authority for water pollution control and
abatement programs.
BUDGET COMMITTEE ESTIMATE
Increases of $1,888 million in budget authority and $1,086 million in
outlays above the President's budget submission are included in the
Committee's estimate for the following activities and agencies: public
works energy research and development surface mining and reciamation, land use planning, the National Parks System, the National
Oceanic and Atmospheric Administration, the Agricultural Conserva(24)
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tion Program, and others. House rejection of rescissions proposed by
the President will increase outlays for this function in fisal year 1976
by $130 million. ,In addition, the Committee estimate includes an
outlay increase for fiscal year 1976 of $243 million as a result of the
Employment Appropriations Bill of 1975.
Not included are $4 billion in budget authority and almost $2
billion in outlays for additional water pollution control and abatement
programs, although these appeared in the views and estimates of House
committees. The Committee notes that as a result of recent Executive
and Supreme Court action, $9 billion in additional construction grant
authority is available to EPA. All told, EPA expects a total of $11.5
billion to be available for obligation at the start of fiscal year 1976.
Of this amount, $5.6 billion is expected to be obligated during fiscal
year 1976, leaving $5.9 billion available for obligation at the start of
fiscal year 1977.

SEmergency
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AGRICULTURE
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The Budget Committee estimates $4,273 million in budget authority
and $1,816 million in outlays for this functional category. These estimates are unchanged from the President's budget submission, but
outlays are $882 million below the views and estimates of House
committees.
DESCRIPTION OF FUNCTION

This function includes only the farm income stabilization and research and service programs of the Department of Agriculture.
PRESIDENT S BUDGET AS ADJUSTED

The President's budget proposed $4,273 million in budget authority
and $1,816 million in outlays. The largest portion of the requested
budget authority-$2,939 million-will reimburse the Commodity
Credit Corporation for outlays made in fiscal year 1974 for support
program expenses for the 1973 crop. The remaining budget authority
covers administration of the commodity support programs and the
research and service programs.
Outlays for fiscal year 1976 are divided almost equally between the
stabilization and research categories. Projected outlays for stabilization programs assume a norma production season with large agricultural exports. The Government does not plan acreage controls to limit
production of major crops. Outlays for research and services would
increase 59 over the estimated fiscal year 1975 level.
BUDGET COMMITTEE ESTIMATE

The Committee estimates no change in the President's budget submission. Its estimate does not include outlays for the emergency farm
support legislation. The Committee feels that farm commodity prices
wil[ not fall far enough to trigger additional payments or the legislation will be further modified.
(26)
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The Budget Committee estimates budget authority of $11,726
million and outlays of $19,810 rnillio for this functional category.
These amounts are $5,124 million in budget authority and $6,087
million in outlays above the President's budget submission and $5,764
million in budget authority and $2,409 million in outlays below the
views and estimates of House committees.
D CRIMTON OF FUNCTION

This function includes Federal Government programs of assistance
to transportation and the promotion and regulation of commerce and
credit. Included are activities financed by the highway trust fund and
other ground, air, and water transportation programs; aeronautical
research; assistance to mortgage credit and thrift institutions and
small business; Federal Government support of the Postal Service;
and the activities of regulatory agencies.
PRESIDENT S BUDGET AS ADJUSTED

The President's budget submission of $13,729 million in outlays is
adjusted for the $1 billion fiscal year 1976 outlay effect of the release
of $2 billion of authority in Federal-aid highway funds and for an
underestimate of $728 million for payments to the U.S. Postal
Service. These increases raise the President's budget as adjusted to
$15,451 million in outlays.
BUDGET COMMITTEE ESTIMATE

The Committee estimates $4,396 million in budget authority and
$4,359 million in outlays over the President's budget as adjusted.
Committee assumptions with respect to Federal-aid highway programs
account for the major outlay increases. The Committee assumes (1)
restoration to the budget of the contract authorization proposed for
(2?)
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cancellation during fiscal year 1976, (2) addition of $315 million
in outlays anticipated to result from release of withheld highway
funds (including amounts available for mass transportation purposes)
and (3)inclusion of the $600 million expected to result from proposed
legislation permitting States to satisfy present matching-fund requirements by borrowing against future entitlements.
The Committee estimates $1,875 million in outlays for the fiscal
year 1976 impact of three pending housing bills, which are as follows:
(1) $1,275 million for the Emergency Middle-Income Housing Act of
1975 (H.R. 4485); (2) $100 million for the Emergency Homeowners'
Relief Act (H.R. 34); and (3) $500 million for the Home-Heating
Efficiency Act of 1975 (H.R. 3573).
Budget authority and outlays in the amount of $211 million for
Federal costs in connection with the Washington Area Metro System
are included , as are $450 million in disbursements of Small Business
Administration (SBA) section 7(a) loans which are expected to provide significant job opportunities within the private sector. Outlays
of $671 million are included in fiscal year 1976 as a result of the
Emergency Employment Appropriations Bill of 1975, $33 million for
additional rail service assistance, and other smaller adjustments.
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COMMUNITY AND REGIONAL DEVELOPMENT
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The Budget Committee estimates budget authority of $10,814
million and outlays of $9,498 million for this functional category.
These amounts are $5,650 million in budget authority and $3,578
million in outlays above the President's budget submission, and $617
million in budget authority and $208 million in outlays below the
views and estimates of House committees.

DESCRIPTION OF FUNCTION

This function er'-mpasses various community development
activities, including Community Development Block Grants, Urban
Renewal and other related programs of the Department of Housing
and Urban Development, ACTION, the District of Columbia, and the
Community Services Administration (formerly the OEO-Community
Action Program). The function also includes area and regional development programs, such as rural development under the Department of
Agriculture, Indian programs operated by the Department of Interior,
economic development programs under the Department of Commerce,
and the Appalachian Regional Commission. In addition, the function
includes disaster relief and insurance programs.
PRESIDENT'S BUDGET AS ADJUSTED

The President's budget proposed $5,164 million in budget authority
and $5,920 million in outlays. No official revisions have been made in
those proposed totals since the budget was submitted.
BUDGET COMXr=

ESTIMATZ

The Committee's estimates total $5,650 million in budget authority
and $3,578 million in outlays more than the President's budget.
The major portion of these increases results from the proposed

"Emergency Local Public Works Capital Development and Invest-

ment Act". This new legislation is designed to provide a significant
(29)
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increase in job opportunities during fiscal year 1976 through a wide
range of accelerated public works construction projects at a cost of
$5 billion in budget authority and $3 billion in outlays.
The balance of the estimated increase in budget authority and
outlays over the President's budget results from the following Committee assumptions: funding for Community Development Block
Grants, which is in its second year of operation, at the fully authorized level; increasing the HUD Section 701 Comprehensive Planning
program to the f
year 1975 level; and increasing support for the
Community Services Administration (formerly the OE(G-Community
Action Program) to slightly above the fiscal year 1975 level. In
addition, the total outlays for fiscal year 1976 in the Committee
estimates for this function include $265 million for construction
projects funded under the Emergency Employment Appropriations
ill of 1975.
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The Budget Committee estimates $19,010 million in budget
authority and $20,426 million in outlays for the Education, Manpower,
and Social Services functional category. These amounts are $5,324
million in budget authority and $5,803 million in outlays above
the President's budget submission and $2,462 million in budget
authority and $1,609 million in outlays below the views and estimates
of House committees.
DESCRIPTION OF FUNCTION

This function includes the elementary, secondary, vocational, and
higher education programs; manpower training and employment
programs; and grants to States for social services and rehabilitation
service programs.
PRESIDENT

S

BUDGET AS ADJUSTED

Subsequent to the budget submission, the President transmitted a
fiscal year 1975 supplemental appropriation request for $1,913 million
in budget authority for additional public service employment and a
summeryouth employment program. The administration's justification of the supplemental appropriation to the Committee on Appropriations estimates that $1,838 million in obligated funds will be
available for fiscal year 1976 outlays. Including the effect of the supplemental, the President's budget as adju
is $13,686 million in
budget authority and $16,461 m eIlIon in outlays
BUDGET COMMITTEE ESTIMATE

The Committee's estimate includes congressional rejection of (1) the
President's proposed rescissions amounting to $185 million in outlay
and (2) the President's legislative proposals to reduce social services
and impact aid by $868 million in budget authority and $738 million
in-outays .
(81)
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The fiscal year 1976 program levels in this function are increased
to take into account several factors. A total of $372 million in budget
authority and $175 million in outlays is added to restore programs
affected by rejected rescissions to their 1975 appropriations levels.
Rejection of the administration's proposal to change the emergency
school aid grant program adds $159 million in budget authority and
$20 millionlin outlays. An increase of $429 million in budget authority
and $408 million in outlays is included for education programs to
adjust for the annualized Consumer Price Index increase in calendar
year 1974. Programs in this function not otherwise increased are
rought up to their fiscal year 1975 level, adding $252 million in
budget authority and $140 million in outlays. The Committee estimate
also includes a $319 million budget authority increase for older
Americans and domestic volunteer service programs resulting in an
estimated
$269 million in additional outlays.
The Committee
includes $100 million of the $316 million in new
obligational authority and outlays proposed by House committees for
new program initiatives, but makes no judgment as to how these
funds should be apportioned.
The Committee estimates an aggregate of $2,825 million in budget
authority and $1,930 million in additional outlays over the President's
budget as adjusted for public employment, public works jobs (the
Department of Commerce Job Opportunities Program), anI title III
(special target groups) and title 1V (Job Corps) of the Comprehensive
Employment and Training Act. The Committee intends that this
funding include a fiscal year 1976 public service employment level of
450,000 to 465,000 jobs throughout the year, a 50% increase over
that proposed by the President.
The Committee is concerned that available funds are not being used
by the executive branch to raise the public service jobs level as fast as
possible in the remaining months of fiscal year 1975. The Committee's
decision on the outlay estimate for fiscal year 1976 'reflects its conclusion that an additional $927 million of funds available from the
Emergency Employment Appropriations Bill of 1975 can be expended
in fiscal year 1975 to achieve a 450,000 public service jobs level by
the end of this fiscal year.
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Budget Committee estimates $33.,112 million in budget authormillion in outlays for the Health functional category.
$30,702
RityTeand
outlay
total is $2,652 million above the President's budget as
submitted to the Congress in February 19T5 and $1,805 million below
views and estimates of House committees. The budjgetý authority total
is $2,090 million above the President's budget as submitted and $1,824
million below the views and estimates of other House committees
0The

DESCRIPTION OF FUNCTION

The Health functional category consists of (1) programs which
directly provide or pay for the provision of hospital and medical
service such as medicare for the aged and disabled, medicaid for the
poor, and health services for American Indians; (2) programs which
assist in the development of health resources such as training professional and allied health workers, constructing health training and
health care facilities, and supporting biomedical and behavioral research; and (3) programs which are aimed at prevention and control
of health problems such as public health services, environmental and
occupational health and safety activities, and consumer protection
programs. In terms of organizational responsibilities, the Health functional category includes the health programs in the Department of
Health, Education, and Welfare, the health insurance programs for
Federal employees administered by the Civil Service Commission, and
the various health and safety inspection and enforcement programs
under
the aegis of the Departments of Agriculture, Interior, and
Labor.
PRE8IDENT1S BUDGET
AS ADJUSTED

The President's budget submission proposed .$81,022 million in
budget authority and $28,050 million in outlays. Subsequent to the
budget submission in February, the President released $284 million
of impounded health facility construction funds (Hill-Burton) which
increases his estimate of outlays in 1976 by $32 million. Since the released funds were appropriate in 1973 and 1974, no change in budget
authority results from the President's action.
(68)
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BUDGET OOMMITIZ ESTIMATE

In his 1976 budget, the President proposed legislation that would
reduce medicare and medicaid outlays by $1,989 million. The Committee assumes congressional disapproval of $1,872 million of the proposed reduction, including the proposals to require medicare beneficiaries to pay a larger share of their health costs and the States to pa a
greater portion of their medicaid costs. The Committee total includes
the outlay saving of $117 million resultiva !rom proposed legislation which would prevent medicare and j.uicaid payment for excessive increases in hospital costs. The ComLttee has also reestimated
medicare and medicaid expenditures based on a cost-of-living increase
lower than that projected in the President's budget. This reestimate
reduces medicare and medicaid outlays by $162 million for 1976.
A second major area of increase in outlays results from congressional rejection of the President's proposal for rescission of $589 million appropriated for health programs in 1975. The congressional action has the effect of increasing 1976 outlays $285 million above the
President's estimate.
The Committee estimate for health programs other than medicare
and medicaid would restore these programs to their 1975 appropriated
levels or the level proposed by the President for 1976, whichever is
higher. This inclusion adds $1,90 million in budget authority and
$519 million in outlays to the 1976 budget. Further, the Cominittee
includes an additional $200 million in budget authority and $75
million in outlays for biomedical research to maintain the fiscal year
1975 activity level, taking into consideration the higher cost of goods
and services.
The Emergency Employment Appropriations Bill of 1975 contains
$11 million in outlays for construction or sanitation facilities on Indian
reservations, and this sum is incorporated in the Committee's estimate.
Finally, the total includes an addition of $25 million in budget
authority and $20 million in outlays to the President's request of $175
million for health planning and resource development programs to
accelerate health planning activities in the States and communities.
The Committee on the Budget urges favorable congressional action
on the pending budget request for 1975 supplemental funds to initiate
the new program authorized by the National Health Planning and
Resource Development Act (P.L. 93-841) including only transitional
financing for programs whose existin authorization has expired. Further, the Committee urges that the f975 supplemental funds remain
available for obligation through 1976 to assure their proper utilization.
The Committee's estimate is lower than the views and estimates of
other House committees primarily because it does not include funds
for proposed legislation to provide health insurance benefits for
unemployed persons. While the Committee is sympathetic to the
intent ofhealth
the various proposals, the inequities inherent in providing
special
benefits to one group hurt by the recession w while not
providing assistance to 25 million other persons without health insurance pro ion were a major factor in the Committee's decision.
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The Committee is aware that a number of national health insurance
proposals have been introduced in this session. However, no amounts
for such a program were included in the views and estimates of House
committees. Moreover, it does not appear to the Committee that enactment of a national health insurance program would have a significant
Impact on fiscal year 1976 outlays. Should such a program be enacted,
the overall budget totals are sufficient to accommodate the necessary
planning activities.
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The Budgt Committee estimates $141,327 million in budget authority and $123,915 million in outlays for the Income Security
functional category. These amounts are $5,988 million in budget
authority and $5,191 million in outlays above the President's budget
submission and $728 million in budget authority and $5,704 million
in outlays below the views and estimates of other House committees.
DESCRIMTON OF FUNCTION
This function includes 34% of the total outlays estimated by
the Committee. Programs in this function provide cash and in-kind
benefits to people who need permanent or temporary income assistance. Nearly 60% of the estimated outlays will go to retirees through
such programs as social security, Federal 'civilian retirement, and
railroad retirement. Cash and in-kind assistance benefits amount
to 19% of the total. In-kind benefits include food stamps and
other feeding programs as well as subsidized housing. Cash benefits
include aid to families with dependent children (AFDO), the supplemental security income (SSI) program, and special benefits for disabled coal miners. The disabled receive cash benefits through the
disability programs included in this function, of which the largest is
the disability insurance component of social security. Finally, unemployment benefits for workers temporarily out of work are included in this function.
PRESIDENT'S BUDGET AS ADJUSTED

The President's budget submission proposes budget authority of
$135,339 million and outlays of $118,724 million. On April 4, the
administration announced that an additional $1,500 million in budget
authority and outlays is required for the food stamp program because
the participation rate is rising due to unemployment.
The President's budget, however, does not fully reflect the impact
of the economic situation on the AFDC program. As a result, the
Committee he-, increased the estimate for. AFDC by $400 million in
budget authoity and outlays.
(M)
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The Presidentvs budget submission pro
to achieve $650
million outlay savings mn fiscal year 1976 through administrative
actions in the food stamp program. The Committee's estimate includes
an increase of $650 million as a result of congressional disapproval of
this proposal.
The President's budget estimates reductions of $1,664 minion in
outlays, which would result from conressional approval of certain
legislative proposals. These proposals include: changes in the retirement test and a prohibition on retroactive payments in social security,
management and benefit structure changes in AFDC, and a block
grant approach to child nutrition program. The Committee assumes
disapproval of these items and includes the necessary increase in its
outlay estimates. In addition, the 'Committee estimate includes $188
million more in outlays for child welfare and child nutrition and other
feeding programs.
The President proposed a deferral of section 285 subdized housI funds, which the Comptroller General ruled to be a rescission. In
addition, a rescission of child welfare funds was proposed. Congressional rejection of these rescissions increases outlays by $91 million.
The Committee estimate includes a 7% limit on benefit increases
in retirement programs through June 1976. It assumes that welfare
and disability programs for which increases are based on the Consumer Price Index will not be capped, including payments from the
social security disability insurance trust fund as well as disability
benefits in the Federal civilian retirement and railroad retirement
systems. This assumption increases the President's budget as submitted
by $2,572 million in outlays. The President's budget proposed a 5%
limit on increases in all benefit programs tied to the cost of living.
The Committee assumes an overall budget that is less inflationary
and that will create more jobs than the President's budget. As a result
of economic stimulation, the overall costs of unemployment benefits
(including the extension of special unemployment assistance benefits
through fiscal year 1976) will be lower than estimated in the President's budget. As a result of the lower inflation rate, cost-of-living
.estimates in programs tied to ths cost of living are lower than estimated
in the President's budget. The net impact of these changes reduces
outlays by $1,824 million.
The Committee estimate is lower than the views and estimates of
other House committees as a result of savings from the proposed 7%
limit on certain benefit increases and the lower cost of unemployment
benefits and cost-of-living increases. In addition, costs due to proposed
changes from existing law other than the normal oost-of-livinf increases in special benefits to disabled coal miners and child nutrition
and other feeding programs were not included in the Committee
totals.
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VETERANS BENEFITS AND SERVICES
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The Budget Committee estimates $17,998 million in budget authority and $17,469 million in outlays for this functional category. This
amount is $1,835 million in budget authority and $1,877 million in
outlays above the President's budget submission and $279 million in
budget authority and $272 million in outlays below the views and
estimates of House committees.
DESCRIPTION OF FUNCTION

This function includes income security for veterans (principally
veterans pensions, compensation, and life insurance); education,
training, and rehabilitation for veterans; hospital and medical care
for veterans; and veterans housing assistance.
PRESIDENT S BUDGET AS ADJUSTED

The President's budget proposes $16,163 million in budget authority
and $15,592 million in outlays. On April 4, the President revised his
budget authority and outlay estimates upward by $600 million for
underestimates of the costs of veterans pensions and readjustment
benefits. This increases the President's budget to $16,763 million in
budget authority and $16,192 million in outlays. Because of lower unemployment assumptions, the Committee includes only $500 million
of the $600 million in its total.
BUDGET COMMITTEE ESTIMATE

The Committee estimates increased budget authority and outlays,
above the President's budget as adjusted, as a result of these actions:
likely congressional disapproval of certain legislative proposals design•ed to produce savings; a cost-of-living increase in -benefit levels
under veterans compensation and pensions; and additional funding
for certain existing programs and new initiatives.
(88)
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The President's budget submission assumes fiscal year 1976 outlay
savings of $722 million from enactment of proposed legislation. Of
this sum, the President expects $600 million in saS gs by reducing the
period of eligibility for veterans educational benefits from 10 to 8
reimyears, and $122 million in savings for health care by requi
bursement from private insurers for medical care provided through
veterans facilities to veterans with non-service-connected health care
needs. The Committee assumes congressional disapproval of these legislative proposals and includes the necessary budget authority and outlay increases in its estimates.
The Committee includes $451 million in budget authority, and
an equal amount in resulting outlays, for an increase in veterans
pensions, effective January 1976, and a corresponding increase
in veterans compensation, effective July 1975. These benefits do not
rise automatically under law as the cost of living increases. However,
Congress in the past has raised benefits by specific legislative action as
living costs rose.
The Committee estimates a lump sum increase over the President's
budget as adjusted of $131 million in budget authority, and resulting
outlays, for other new program initiatives.-iouse committee views and
estimates covering a variety of specific proposals for new initiatives
totaled some $205 million in budget authority and outlays.
The Committee also includes a lump sum increase over the President's budget as adjusted of $31 million in budget authority and $14
million in outlays for improved support of existing programs. House
committee views and estimates covering a variety of specific proposals
for such increased funding totaled $61 million in budget authority and
$37 million in outlays.
In addition, total outlays for fiscal year 1976 taken into account by
the Committee for this function include $59 million for upgrad'Ig
facilities operated by the Veterans Administration, us a result of the
Emergency Employment Appropriations Bill of 1975.
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The Budget Committee estimates budget authority of $3,291 million
and outlays of $3,363 million for this functional category. These
amounts are $122 million in budget authority and $75 million in
outlays above the President's bU?•et submission and $55 million
in budget authority and $5 million in outlays below the views and
estimates of House committees.
DESCRIPTION OF FUNCTION

This function includes substantially all of the Federal Government's
expenditures for law enforcement, prosecution, the Judiciary, Federal
correctional institutions, and assistance to State and local government
through the Law Enforcement Assistance Administration.
PRESIDENT'S BUDGET AS ADJUSTED

The President's budget proposed $3,169 million in budget authority
and $3,288 million in outlays. No official revisions have been made in
those proposed totals since the budget was submitted.
BUDGET COMMITTEE ESTIMATE

The Committee's estimate reflects an increase of $122 million in
budget authority and $75 million in outlays over the President's
budget as adjusted.
Based on its analyst of the views and estimates of other House committees, the Budget Committee incorporated in its totals increases in
the following programs over the President's budget: funding of proposed legislation to provide benefits to survivors of public safety officers; minor expansion of Executive Protection Service; accelerated
funding for establishment of the Federal Law Enforcement Training
Center; and first-year funding of the 1974 Juvenile Justice and Delinquency Prevention Act. In addition, fiscal year 1976 outlays were increased by $46 million as a result of various construction projects to be
funded under the Emergency Employment Appropriations Bill of
1975.
(40)
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The Budget Committee estimates budget authority of $3,300 million
and outlays of $3,350 million for this functional category. These
amounts are $35 million in budget authority below and $170 million in
outlays above the President's budget submission and $1,597 million
in budget authority and $749 million in outlays 6 elow the views and
estimates of House committees.
DESCRIPTION OF FUNCTION

This function covers the general overhead costs of the Federal
Government, including legislative and executive activities; provision
of central fiscal, personnel, and property activities; and other services
that cannot reasonably be classified in another major function.
PRESIDENTS BUDGET AS ADJUSTED

The President's budget proposes $3,335 million in budget authority
and $3,180 million in outlays. No official revisions have been made in
those proposed totals since the budget was submitted.
BUDGET COMMITTEE ESTIMATE

The major change from the President's budget as submitted results
from outlays expected under the Emergency Employment Appropriations Bill of 1975. The Budget Committee's estimate assumes that a
major program of Federal building construction will concentrate on
rehabilitation and repair projects with immediate employment impact,
and that these programs will be funded by standard level user charges
through the Public Buildings Fund. This assumption accounts lor
most of the difference between the Committee's estimate and the views
and estimates of House committees.
(41)
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The Budget Committee estimates budget authority of $7,305 million
and outlays of $7i249 million for this functional category, the same as
the President's budget submission and the views and estimates of
House committees.
DESCRIPTION OF FUNCTION

This function includes the general revenue sharing program, as
well as the return of portions of certain taxes and other charges to
States and local governments from the Departments of Agriculture,
Defense, and Interior.
PRESIDENT'S BUDGET AS ADJUSTED

The President's budget proposed $7,305 million in bud et authority
and $7,249 million in outlays. No official revisions have Leen made in
those proposed totals since the budget was submitted.
BUDGET COMMITTEE ESTIMATE

The Committee's estimate is the same as that contained in the
President's budget. Nearly all of the proposed funding in this function
results from the permanent authorization and appropriation through
December 1976 of the general revenue sharing program.
The Committee is concerned about many aspects of the general
revenue sharing program. It should be given a careful in-depth review
Now

o

during the next year. The Committee urges the House Committee on

Government Operations to conduct thorough and comprehensive hearings during its consideration of legislation extending the program's
authorization. Of major concern to the Committee is the serious problem posed by the existence of large "back-door" financed programs,
such as revenue sharing, which restrict the ability of Congress to
achieve the goal of budget control.
(42)
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The Budget Committee estimates budget authority and outlays
of $35,000 million for this functional category. This is $581 million in
budget authority and outlays above the President's budget submission
and the views and estimates of House committees.
DESCRIPTION OF FUNCTION

This function covers interest on the public debt, including payments
of interest to trust funds, offset by relatively small amounts of
receipts from off-budget agencies and certain intrafund transactions.
PRESIDENT'S BUDGET AS ADJUSTED

The President's budget proposed $34,419 million in budget authority and outlays. N-o official revisions have been made in these
proposed totals since the budget was submitted.
BUDGET COMMITTEE ESTIMATE

The Committee's estimate of $35,000 million in both budget authority
and outlays takes into account the need for financing a larger deficit
than assumed in the President's budget as submitted. The Committee total assumes that continuation of current trends toward
lower short-term interest rates will partially offset the interest costs
of a larger deficit.
(48)
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The Budget Committee estimates $1,825 million in budget authority
and $1,050 million in outlays for allowances. This estimate is $7,000
million in budget authority and outlays below the President's buJoet
submission and $7,425 million in budget authority and $7,410 million
in outlays below the views and estimates of the House committees.
DESCRIPTION OF FUNCTION

Allowances include estimates for contingencies and to cover anticipated expenditures for which sufficiently detailed information is not
available at the time the President submits the budget and are
therefore not included in the accounts of any executive agency.
THE PRESIDENT'S BUDGET AS ADJUSTED

The President's budget as submitted includes allowances for an
energy tax equalization expenditure program of $7 billion and for
anticipated Federal pay raises of $410 million for civilian apenciep
which the budget limits to 5%. Estimates of pay raises for military
and civilian employees of the Department of Defense are included
under the National Defense function. No official revisions have been
made in these proposed totals since the budget was submitted.
BUDGET COMMITTEE ESTIMATE

The Budget Committee's estimate does not include $7billion for tax
equalization expenditures requested by the President as part of his
energy conservation program. Nor does it reflect the view of the House
committees that no ceiling be placed on cost-of-living increases for
Federal employees.
(44)
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The Budget Committee estimates minus $16,193 million in budget
authority and outlays for this budget category. This is $4,000 million
in budget authority and outlays above the President's budget sub.
mission and agrees with the views and estimates of the House committees.
DESCRIPTION OF FUNCTION

The function for undistributed offsetting receipts involves financial
transactions that are deducted from budget authority and outlays of
the Government as a whole. These deductions appear in this functional
category
when they cannot be appropriately related to a program
activity.
PRESIDENT S BUDGET
AS ADJUSTED

The President's budget submission includes undistributed offsetting
receipts for employer contributions to employee retirement trust funds
by on-budget and off-budget agencies; for payments of the interest on
borrowed trust funds; and for payments of rents and royalties from oil
leases of Outer Continental Shelf lands.
The President's budget as submitted includes an estimated $8
billion in rents and royalties from oil leases on the Outer Continental
Shelf (OCS). The Budget Committee estimate reduces the OCS
receipts by $4 billion as a result of an OMB estimate reducing 1975
receipts by half and an analysis in the views and estimates of the
House committees that indicated 1976 receipts were overestimated by
$4 billion. This reduction changes the estimate for undistributed
offsetting receipts in the President's budget as adjusted to $16,193
million.
(45)
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COMPLIANCE WITH HOUSE RULES
Rule Xl, clakue 2(1) (0)-The Committee ordered the resolution

reported by a vote of 13-10, a majority being present.
(40)
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APPENDIX A-I
COMPARISON OF ESTIMATES FOR FISCAL YEAR 1976
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Agriculture -----------------------------------4, 273
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Interest -------------------------------------34,419
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4,708
18,317
4, 273
17 490
11, 431
21,472
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COMPARISON OF ESTIMATES FOR FISCAL YFEAR 1976
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APPENDIX B-I
COMPARISON OF HOUSE BUDGET COMMITTEE ESTIMATE FOR FISCAL YEAR 1976
WITH FISCAL YEARS 1974 AND 1975
BUDGET AUTHORITY
[In mmfloa of doHr
1976

motion

050
150
250
300
350
400
450
500
550
600
700
750
800
850
900

National defense ....
International affairs ----------------------------General science, space and technology ------------Natural resources, environment, and energy
Agriculture ------------------------------------Commerce
------------------Communityand
and-transportation
regional development_
------------Education, manpower and social services ----------Health.
Income security.---.,.--- ----------------------Veterans benefits and services ------------------Law enforcement and justice -------------------General government ----------------------------Revenue sharing and general purpose fiscal assistance
Interest ---------------------------------------Allowances ------------------------------------950 Undistributed offsetting receipts -----------------Total --------------------------------------I

nldd in Feb. 4, l75, budget szbmIoam.

W194
actual
(1)

Hcens
Budget
Cowmiqttee,

M95
ed

e
(2)

estimates
(8)

$89, 293
$91, 314
$99, 778
5,292
4,871
4, 677
3, 874
4,299
4,708
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APPENDIX B-2
COMPARISON OF HOUSE BUDGET COMMITTEE ESTIMATE FOR FISCAL YEAR 1976
WITH FISCAL YEARS 1974 AND 1975
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4,599
i, 546
1,816
19,810
9,498
20,426
30,702
123, 915
17, 469
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11,050
-16, 193

503
6,928
1, 050
458

216
3,669
350
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APPENDIX C
TAX EXPENDITURES
The Cong ional Budget and Impoundment Control Act of 1974
makes the Budget Committee responsible for requesting and reviewing tax expenditure studies and, if necessary, requires that it develop
methods of coordinating direct budget outlays with related tax expenditures. As an initial step in implementing this responsibility,
tables for tax expenditures by function have been prepared from information obtained from the Joint Committee on Internal Revenue
Taxation.
Tax expenditure data show the cost to the Federal Government,
in terms of revenues foregone, of tax provisions enacted as incentives
to encourage certain kinds of economic behavior instead of employing
Federal programs to achieve the same objectives. These governmental
choices take the form of an exclusion, deduction, credit, preferential
tax rate or deferral of tax liability.
Estimates of tax expenditures are difficult to determine and are subject to important limitations.
Each tax expenditure is measured in isolation. The amount of the
deduction is added back in the calculation of taxable income, which
raises the level of taxable income. The difference in tax liabilities,
calculated with the existing structure of tax rates, is the amount of
the tax expenditure. For this computation, it is assumed that nothing
else changes: neither the behavior of the taxpayer, nor the economic
variables that might signal for an adjustment in business behavior,
nor tax, fiscal or monetary policies.
If two or more items were to be eliminated, the result of the combination of changes being made at the same time might produce a
lesser or greater revenue effect than the sum of the amounts shown
for each item individually. This, of course, also means that the addition of the various tax expenditure items is of quite limited usefulness.
This is why totals are not shown in the table except in a footnote.
To aid analysis of the economic benefits provided through the tax
laws to various sectors of the economy, the costs (tax expenditures)
and beneficiaries (in terms of area of activity) are grouped in the table
in the same functional categories as outlays in the federal budget.
Where possible and relevant, estimates are shown separately for individuals and corporations. Tax expenditures which do not fit into
any of the functional categories have been placed in three functional
categories added to those in the budget: business investment, personal
investment, and other tax expenditures.
(68)
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TAX EXPENDITURE ESTIMATES, BY FUNCTION'.
Iln millions of dollar

Description

Corporations
1974 1975 1976

Individuals
1974 1975

197)

National defense:
Exclusion of benefits and allowances to Armed Forces per650
650
650
sonnn.......................................................................
75
8s
65
............................................
Exclusion of military disability p tensions
International affairs:
55
.............
55
55
Exclusion of gross-up on dividends of LDC cororaion ......
95
0
90
Exclusion of certain Income earned abroad by U.S. citizens ............................
.eral0rof Income of domestic ntenastiond sales operations
(DISC).............................970 1,070 1,320 .......................
50
50 ...................
Special rate for Western Hemisphere trade corporations......50
620
620 .......................
Deferral of Income of controlled foreign corporations ........ 620
Agriculture:
480
495
155
580
170
145
Expensing of certain capital outlays .............
280
340
20
25
520
30
Capital gain treatment of certain Income ... ...........
Natural resources environment and energy:
130
s0
1t0
950 1,235
750
Expensing of exploration and development costs ............
.............1,815 2,200 2,610 305 370 445
Excess percentage over cost deplion. Iron
15
20......................
ore ......
Capitol gain treatment of royalties on coal end
60
155
55
60
130
145
Timber: capital gain treatment of certain Income ............
20 ........................
35
,14
Pollution control: 5-year amortization ......................
Commerce and transportation:
..............
3,270 3,590 3,570
$25,000 corporate surtax exemption ................
40
35
35
Deferral of tax on shipping companies ...............
55 ........................
70
60
Railroad rolling stock: 5-year amortization .................
980 ............
Bad debt reserve of financial institutions Inexcess of actual.. 1,000 1,030
850
850
65
Deductibility of nonbusiness State gasoline taxes ....................................
Community and r sl development: Housing rehabilitation:
70
60
35
50
35
45
5-year mortizet ......................................
Education, manpower, and social services:
5
5 ...........
5
Child care facilities: 5-year amortization ...................
90
195
210
Exclusion of scholarships and fellowships .........................................
690
670
655
and
over
...........................
age
19
for
student
Parental personal exemption
405
435
355
155
160
155
Deductibility of contributions to educationsl institutions ....
250
230
240
Deductibility of child and dependent care expenses ...............................
Credit for employing public assistance recipients under work
5
........................
5
5
Incentive program.....................................
Health:
Exclusion of employer contributions to med Insurance
premiums and medical care.................................................... 2,940 3,340 3,745
1,225 2.375 2,630
Deductibility of medical expenss .................................................
Income security:
Exclusion of social security benefits:
260
260
235
Disability Insurance benefits.... .............................................
2.5,0 2.65S 2,940
OASI behflts for aged ...................................................
490
435
410
Benefits for dependents and survivors .......................................
1t0
170
160
Exclusion of railroad retirement system benefits ...................................
295
275
255
Exclusion of sick pay .............................................
Exclusion of unemployment Insurance benefits .................................. 1.050 2,370 3,00
620
520
570
Exclusion of workmen's compensation benefits .....................................
go
75
85
Exclusion of public assistance benefits .............................................
Net exclusion of pension contributions and earnings:
5.200 5,740
Employer plans ............................................................. 4.7
710
230
410
.............................................
Plans for self-employd and
Exclusion of other employee benefits:
805
740
Premiums on gr•Pt erm life Insurance ....................................... 660
50
45
40
Premiums on accident and accidental death Insurance ...........................
5
5
5
Privately financed supplementary unemployment benefit .........................
190
175
180
Meals and lodging ........................................................
10
10 10
Exclusion of capltal-gans onhouse sales Ifover 65 ...... .............................
Excess of percentage standard deduction over minimum
standard deduction .......................................................... 1,260 1,370 1,420
15
15
15
Additional exemption for the blind ..............................................
Additional exemption for omer 65 .................................................. 1,150 1,2W 1,250
0
75
100
Retirement Income credit ........................................................
Veterans' benefits and services:
550
485
525
Exclusion of veterans' disability compensation ......................................
3s
25
30
Exclusion of veterans' pensions ................................
250
290
255
......................
Exclusion of 01 bill benefits ..........
General government: Credits and deductions for political con50
25
10
tributions ........................................................................
Revenue sharing snd general purpose fiscal assistance:
Exclusionof lnterstonStateandlocaidet ................. 2,805 3.15 3,505 1,060 1,160 1,260
5
5
5
350
350
Exclusion of Income earned inUS. possessions ............ 350
Deductibility of nonbusiness State and local taxes (Ot
9,950
8,
82
6,955
......................................
and
psoline)
homes
than on owner-occupled
See feetneto at "Wof table.
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TAX EXPENDITURE ESTIMATES, BY FUNCTION'--Contlnued
tin mulm o dollars
Corporations
1974 1975 1976

Descriptlm

1974

Individuals
1975

1976

Business estmt:
375
405
420
115
120
Deprecation on rental housing Inexcesssof straight line....... 105
Depreciation on buildings (other then rental using) In•ex
276
220
220
215
260
cssoflstrsitline .................................... 215
630
660 ........................
605
FExps 1-of resarch and development expenditures........
595
755
..........
Cpit in: corporate (otw
than farming and timber) ....... 745
905
la
credit. ................................... 3,690 4,160 4,420 ....
........
ast depreciation rap ............................. 1,260 1,410 1,590 ......
Personal investment:
320
340
360
Dividend xdoso ..............................................................
Capla: Individual (other than farming aid timber) ............................. 6,150 3,260 4,165
Eaduso of capital gains at death ................................................. 5,000 4,420 4,550
1,420 1,620 1,620
ExddmofInerstonlife insurance savings ............................
315
255
285
inds
gapon homes sales................................
Dotar
of
Ded
ft of mortgage Interest on owner-occupled homes.................. 4,870 5,590 6,500
homes .......................... 4,060 4,660 5,270
Deduc t of property taxes on ow -er.occupled

Deutbiiyo c.su..,y '.

..

,losses.
;.

.

.

.

.

..

.

.

!•.

.2551o

275

115.12..........
Eemptio of i osue
t lnloess.
.......................... 105.
Deductbility of charitable contributions (ohe thai
28edu0ca45
~iyof Intereston consumercredit.........290.295.215..3,620...85
350
Maximum tax on earned income ............................................ 330

4,
385

1AD estimates are based on the orovislons inthe Internal Revenue Code as of Jan. 1,1975,
Note: Umitations on the use of totals are explained inthe text. The totals (inmillions of dollars) are:
Fiscal year
1974....................................
................................
..................................

Total
81,115
811;,215
96,960

Corporations
19,345
21,335
23,195

Individuals
61,77
66-900
75,7M
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APPENDIX D
CONTROLLABILITY OF OUTLAYS
Congress must control outlays and receipts in order to achieve the
surplus or deficit position necessary to meet its economic objective.
This analysis describes the kinds of action required by Congress to
control outlays in a given fiscal year.
Congress does not enact outlays. Congress enacts budget authority.
It is budget authority that authorizes Federal agencies to commit or
obligate the Federal Government to spending. No outlay occurs unless
it has been previously authorized by Congress as budget authority.
Outlays for a given fiscal year are frequently related to authority
which Congress has granted in earlier years. Control of these outlays
requires an act of Congress to change existing law. Included within
this category are outlays from programs with (1) permanent authority, (2) prior authority, and (3) entitlements already specified by law.
All other outlays are classified as relatively controllable.
Outlays from "permanent" budget authority become available automatically under existing law and
require no further congressional action. Permanent authority is composed almost entirely of trust funds,
interest on the debt, and general revenue sharing. Outlays from "prior
years" result from budget authority which has been previously enacted
on an annual basis. This situation simply reflects the fact that there
will always be some time lag between contract commitment and the
actual disbursement of funds to honor contract obligations. Formulas
in existing law which set a definite benefit payment and-define those
people eligible for the payment also account for a significant level of
outlays in the budget year. The food stamp, public assistance, certain
veterans programs, and others which require such payments are defined
in the Congressional Budget Act as entitlement programs.
The following table shows that $133 billion or 36% of the $368
billion in outlays will result from permanent authority already made
available by existing laws. Lesser amounts of $51 billion and $72
billion will result from prior authority and entitlement leVislation. A
total of $256 billion or 69% of the $368 billion budget total included
in the estimate of the Budget Committee is mandatory under existing
law. The portion of the outlays designated as relatively controllable is
approximately $113 billion, or 31% of the total.
(58)
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CONTROLLABILITY OF HOUSE BUDGET COMMITTEE OUTLAYS
ESTIMATE FOR FISCAL YEAR 1976
fin billion of delemil

Function
0O
150
250
300
400
450

,5

Netionsl defee ..........................
Internatloal affairs ........................
General science, spce and tochnolo y.......
Natural resoue;;environment, andenery
...........
andtrsportetlon "omerce
Community and regionl development ........

500 Educetion,manpowerand social services

550 Het .... ..... ...................
600 Inocime scurity....
700
750
850
900
950

Mandatory under existing law
EntitlePumamert
nent au Prior au end other
Total
thoty
thority programs
-1.2
-. 4
0
-1.1
-. 6
.1

0

24.3
2.0
1.7
6.1
6.9
4.5

6.9
.3
0
0
1.7
.1

.Arulur0
.7

L5
6.9
2.2
I
L1.3
8.1
l7
. 96..........
1

.3
Verans be
andeservices...............
0
Law enforcement and justce ................
-1.6
l lovernment...
.............
G5
enram
Revenue sharing ed general purpose ficld
7.0
assistance...............................
InteresIt .................................. 34.4
0
Allowances ................................
Undistributed offsetting receipts ............. -16.2
1331
Total .................................

1.1
1.0
.2
0
0
0
0
7L5

11.5
0
1.3
0
0
0
0
510

Rel.Total
tively
Budget
control. Commit
able estimate

30.0
1.9
1.7
5.0
10.0
4.7

59.7
3.0
2.9
6.5
9.8
4.1

2.
123.6

2.3.3

7

10.6

12.9
1.0
-. 1
7.0
34.4
0
-16.2
256.6

89.7
4.9
4.6
11.5
19.8
9.5

1.1........................
1.

9.

20.4
Ir7

4.6
2.4
3.4
.3
.6
1.1
0
112.6

17.5
3.4
3.3
7.8
3L
1.1
58.

INegive figures Indicates that offsetting receipts are larger than the applicable outlays.

Outlays within the various classifications of controllability are estimated for each function and appear in the accompanying tables and
charts. In the functions for interest, revenue sharing veterans benefits and services, income security, health, and undistrbuted offsetting
receipts, over 90% of the outlays resfilt from existing legislation. On
the other hand in the functions of national defense, international affairs, general science, space and technology, agriculture and allowances, over 60% of the outlays are classified as relatively controllable.
PERCENT OF OUTLAYS THAT ARE MANDATORY UNDER EXISTING
LAW AND THOSE THAT ARE RELATIVELY CONTROLLABLE IN FISCAL YEAR 1976
Function
050
150
250
300
350
400
450
500
550
Go
700
750
800
850
900
960

Mandatory under
existing law

National defense .................................................
International affairs .............................................
General science, specs, and technology ....................................
Natural resources, environment, end enery ..............................
Agriculture ............................................................
Commerce end transportation ............................................
Community and regional development ..............................
Education, manpower end social services ............................
eAWS .........................................................
Incone security..................................................
Veterans benefits and services ...........................................
Law enforcement and Justice ............................................
................................
General government.
Revenue sharing and gWeneraipurpose fisa asistanen ..................
Interest .........................................................
AliWanc ............................................................
Undistributed offsetting receipts .........................................
TOl ................................................................

33.4
38. 8
37.3
43.5
36.9
50.5
49.5
51.8
92.5
9.8
74.1
29.4
0
95.9
9 6.3
0
100.0
64

Relatively
controllable
66.6
61.2
62. 7
56.5
61.1
49 5
50.5
4. 2
7.5
.3
26.9
70.6
100.0
4.1
1.7
100.0
0
30.6
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CONTROLLABILITY OF HOUSE BUDGET COMMITTEE OUTLAYS
Estimate for Fiscal Year 1976
$ billions
120-

Existing Legislation

110-

f7] Relatively Controllable.
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APPENDIX E
FEDERAL AID TO STATE AND LOCAL GOVERNMENTS
Under the Budget Committee's recommendations, outlays duing
fimal year 1976 for Federal aid to State and local governments will be
$60),618 million. This is an increase of $18,986 million, or 25% above
the $55,632 million proposed in the President's budget
Outlays for Federal aid at the level recommended by the Committee
would represent 26% of the aggregate budgets of State and local
governments, and are larger than the level ofsupport of 22% recommended in the President's budget. The Budget COm.mittee recommen-

dation would reverse a recent trend toward decreasing Federal support of State and local governments
Several major program changes account for most of the Committee's increase. Within the Education, Manpower and Social Services
function, total Federal aid outlays would rise by $526million. In this
area, the Committee recommended an expanded puhc service job program, incorporating increased outlays of $3,866 million to cover public
employment, public works jobs (the Department of Commerce Job
Opportunity Program), and manpower training. The increase also includes public service employment and summer youth programs in the
President's supplemental appropriations request for fiscal year 1975.
FEDERAL AID TO STATE AND LOCAL GOVERNMENTS
[OutPIm In million of dollars)
Fiscal year 1976
Budget

Fisal
1975
estimate

Function

sow

President's
budget as
submitted

Committee
recommeedation

Change

050 National defense..
...................
. 73
83
83 ........
.................
9 ..............
150
250 Internatonalafrs
General
science,
space,
and
technolo
...................................................................
300 Natural resources environment, and enwy ......
3,031
3,123
3,535
+412
.. ..........................
470
330
330 ..............
350 Agricultu
400 ommce and t
asitton ..................
5,794
6,435
8,561
2 126
450 Community and regional developmn. .. . . .. 19
4.20
7,616
~ 3,4
se1......... 10c4
640
+
500 uct, mnpower and
. ..............
I 431
,818
9,617
-790
550
600 Helt..............
Inco wsecurlty .........................
.12 237
12.185
16.176
+3.181
53
66
66 ............. .
700 Veterans benefits and lances ...................
742
823
833
+10
750 Law enforcement and Justice ....................
General
government.
...........................
100
122
122
..............
o Revenue sharing and general purpose fc asist
ance .........................................
6,876
7,030
7,030 ..............
......................
900 In est ................................................
Allowances
..............................
500
.
2.00o
0
-ZON
950 Uidistributed offetting receipts..........................................
Tot .......................................
52,649
55,632
69,618
131s

(59)
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60
The overall increase of $8,412 million in the Community and
Regional Development function is primarily attributable to the program of accelerated public works construction under the proposed
"Emergency Local Public Works Capital Development anl- Investment Act". This proposal accounts for an additional $3 billion of
Federal aid outlays and would also contribute to expansion of job

opportunities.
Within the Income Security function, it is recommended that Federal aid increase by $3,991 million. Expenditures under food stamp and
child nutrition programs were recommended at $3,077 million above
the President's budget. This recommendation corrects underestimation
of the average participation rate in the food stamp program and includes congressional rejection of increased food stamp purchase requirements. The Committee rejected proposed program reductions in
child nutrition and increased outlays to reflect the impact of the economic situation. Rejection of proposed changes in the public assistance
program and the impact of the economic situation contribute the remaining $914 million increase in this function.
The Committee estimates that outlays for highway and mass transit substitute projects under the Federal aid highway program would
increase by $1,915 million over the President's budget, reflecting the
President's release of impounded highway funds, additional expected
releases, and new project applications expected under proposed legisla-

tion for temporary advances of Federal funds to meet State matching

requirements. This accounts for most of the $2,126 million increase
in aid within the Commerce and Transportation function.
Committee rejection of proposed Presidential legislative changes
affecting the -structure of the medicaid program account for $553
million of the $799 million outlay increase in the Health function.
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FEDERAL AID TO STATE AND LOCAL GOVERNMENTS

4

(outlays)

$ billions
20-

President's Budget as Submitted
0

[] Committee Recommendations.

160

14.1

+4.0
+5.2

12.1

104
84

+2.1

+1.8

64
4

I

Income
Secudty

EdlcatIon
Manpoer
& Social
Sewelces

Health

Revenue

shadnt

Commer"
&Trans-

All ofthe

portaktlo

The Committee assumes Congress will not approve the President's
recommended allowance for $2 billion in Federal aid to State and
local governments to offset increased energy costs under his energy
program.
During the coming year, the Committee intends to analyze the various accounts presented in the President's budget as represen"ting Federal aid to State and local government and review the usefulns of
this information as a measure of budget priorities as well as a financial
planning resburce for all levels of government.
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APPENDIX F
HOUSING AND COMMUNITY DEVELOPMENT IN THE
BUDGET COMMITTEE'S ESTIMATE
In the President's fiscal year 1976 budget, the former functional

category entitled "Communiýty Development and Housing" was fra-

mened. among a number of new functional catgones, pricipally:
function 400, Commorce and Transportati(n; function 40, Commu.
mnty and .gonal Development; and function 600,.Income Securit.
The following tal shows the former functional category as reconstituted, including the effects of Committee e nstimats
(OS)

A

1k
COMMUNITY DEVELOPMENT AND HOUSING
[Deiam-in tumnml
Budget anthmity

14 actul

I9 5mu

Outhn~

16n

17ctual

1elmaft

1n7•e as•m

$498,15
-3,300
28, 451

$426,200
-11,800

2, 140

1,920
-1I,000

CoMUrNY PLANNING, MANAGEMENT AND
DEVELOPMENT

Funds appropriated to the President (Economic opportunity program)
$358, 609
$420, 800
$463, 000
$659, 907
Department of Agriculture .............
......
-4, 815
Department of Health, Education and Welfare .....30,-900
.4,449
Deparet of Housing and Urban Development:
Participation sales fund&
.......----..................................
363
Community disposal oprations fund ......................
.
.1,213
Revolving fund (liqu dting programs) ...........
........
-.....
3,056
-4, 902
Better Communities Act ------------------------------2,175,000
3,000,000
Comprehensive planning grants ----------------75,000
100,000
100,000
101,302
Salawies and expenses, community planning and
development -----------------------------33,363
40,219
42,640
33, 383
Model cities programs -----------------------150, 000
1A2 375 ------------482475
Open space land programs ---------------------25,000 -----------------------79,928
Community development training and urban fel2,935
lowship programs------------------------------------------------------------Grants for
facilities ---------------------------------------------------40,465
Grants for basic water and sewer facilities -------------------------------------------136,055
Urban renewal fund:
Capital grants --------------------------600,000
197, 000 ------------ 1,210,588
Loans and advances
----------------------------------------------------84,687
Public facility loans --------------------------2,900
3,358-------------14,284
New communities assistance grants -----------------------------------------------686
New communities fund
------------------------------------------------------3,704
Research and technology ----------------------65,000
65,000
57,000
58,382
Salaries and expenses, policy development and

rese5trh----------------------------------------------

General departmental management --------------

6, 161

6,320

5,547

7,210

5,905

6, 161

-11000
-4,100
000
110,000

230, 920
1, 500, 000

40,219
280,000
75,000

42,640
230,000

120, 000

3,279
35000
140, 000

1,200,000

50,000
15,000
2500
700

1, 200t 000
501,000

56,000

-1, 163
61,000

6,320
5, 547

7, 210
5,905

/1

/I

Salaries and expenses, Office of General Counsel-Salaries and expenses, Offce of the Inspector
General- ----------------------------------Administrative and staff services----------------Regional management and services -------------Administrative operations fund, and Consolidated
working fund._
Subtotal, Department of Housing and Urban
Development
--------------------------agencies:
idpendent
OtherACTIONe
agencies:

3,253

3,548

3, 765

3,253

3,548

3,765

6,708
11,650
19, 143

6,822
19,255
29, 234

7,245
22, 745
28,795

11,650
19, 143

6,708

6,822
19 255
29,3 4

7,245
22,745
28, 795

-552

1,862

(998, 178) (2,774, 678) (3,278, 361) (2, 102,803) (2, 302, 326) (3, 512, 982)
91, 658
100, 000
101, 574
85,838
98, 803
105, 231

Legal Services Corporation --------------------------------New public works bill --------------------------------------Total, community planning, management, and
development ----------------------------Low- AND MoDZRATK-INcoux

1,479,345

71,500

71, 0003,00,
500 -----------5, 000,

71, 000
00

3,366,978

8,914,435

2, 848, 182

2, 969, 980

7, 114, 113

13, 673

14, 100

5,248

13, 673

14, 100

-- 375
-13,537
41,772
2514

-1,077
--1, 784
260,933
-1,,273

-1,053

HoUsING AIes

Department of Housing and Urban Development:
Salaries
expenses, Housing Froduction and
Mortaand Credt------------------------------5,246

Nonprofitspotnsor assistance e---------------..
Housing for the elderly - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - Special assistance functions fund----------------8, 54
3, 008, 967
8, 227
Participation sales fund ------------------------------------------------------------

Hous p

47,200

------ -------------------------------------------------------

- -

78326

130,000

Saaisand expenses, Houlsing Managment
24521
24,,097
28,400
24,521
24097
Counseling services--------1--------------------------------------------------------,519
388
Rental housing assistance fund ----------------------------------------------------11,131
-14,000
Rehabilitation loan fund
----------------------------------------------------------4845
88, 000
Annual contributions 2- - - - - - - - - - - - - - - - - - - - - - 5, 969, 130 44, 859, 014 26, 097,000
12,169
Payments for operation of low-income housing ----------------------------525, 000 ------------------------Pending housing bills ------------------------------------4, 688, 000
Total, low-and moderate-income housing aidse..Bee footnotes at end of table.

6, 007, 441

52, 593, 751

26, 672, 727

1, 850, 841

2, 498, 957

385, 183
- 1, 783

2 398 000

28,400

-3,000
6,714
210,000
1, 875, 000
4, 911, 561

AI

A
COMMUNITY DEVELOPMENT AND HOUSING-Continued
[Dollas in thouandu]
Budget authority
1974 actual

1975 esMae
M

Outlays
37 estimate

1974 actual

Department of Housing and Urban Development:
Federal Housing Administration fund-----------$817, 403
$875, 000
$800, 000
Management and liquidating functions -----------------------------------------------

$862, 767
6,241

$792, 000
-46,649

$730, 000
-28,977

Participation sales fund -----------------------------------------------------------National insurance development fund -----------------------------------------------National flood insurance fund------------------270, 000
50,000
75, 000
Interstate land sales fund----------------------688
925
3, 626
Fair housing and equal opportunity -------------9,777
11,887
12, 735
Working capital fund -------------------------------------------------------------

11,918
4,269
51,.463
1,460
9, 777
-1,844

5, 226
-6,000
68,330
2,391
11,887
78

5,917
-7,000
128, 000
3 626
12,735
100

1975esimaft

2976 estinsat

MAINTENANCE or THE HOUSING MORTAGE

MARKET

Gurnt

of mortgabked securities ---------------------------------------------

Subtotal, Department of Housing an4 Urban
Development --------------------------(1,097, 868)
(937,812)
(891,361)
Federal Home Loan Bank Board._------------------------------------------------------Federal Home Loan Bank Board revolving fund-----------------2,000,000 -2, 000,000
Federal Savings and Loan Insurance Corporation
fund -------------------------------------------------------------------------Total, maintenance of the housing mortgage
market --------------------------------Total, community development and housing- -.---

1,097,868
8, 584, 654

Homig~ for the
M ascaed
pely In an of-budget status a of Aug. 31, 1974; had it
zmaldned within thi Buft.
IM7 budget authority would inciseam by $100,000,000, 1975
outlays would d~eeuum by1*$i2,V78S,0, and 1976 outlays would Increase by $79,800,00.

2,937,812 -1, 108, 639
58, 898, 541 34, 478, 523

7,895

(857,136)
2,707
4,670

-8 170

-9,36W

(819,093)
2,847
-9,684

(834,865)
2,,787
-139

377,075

-299, 164

-320,964

487, 438
5, 186, 461

513,092
5,982,029

516,549
12, 542,223

2 Budget authority for "annual GOntributions" (now a part of hnigm
now computedan a beb whichconusidersathe effect of a49-year
aý

on the lormer esudtauhrtwoddeemeby
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APPENDIX G
FUTURE YEAR OUTLAYS OF ECONOMIC STIMULUS IN
HOUSE BUDGET COMMITTEE ESTIMATE
The Committee accepted within its total budget estimate a package
of $35.1 billion (budget authority) in economic stimulus to help revive
the weakened economy. This stimulus is time-phased to help the unemployed directly by creating public service jobs and funding public
works projects, as well as indirectly by providing economic stiinulus
to fhe private sector through major legislation which will revive the
hou:Aing market. While a portion of the stimulus will occur during the
remaining months of fiscal year 1975, the majority of the assistance
will peak during fiscal year 1976 and begin to drop off during the
Transition Quarter and fiscal year 1977 wen it is expected that the
economy will be on the road to economic recovery.
FUTURE YEAR OUTLAYS OF ECONOMIC STIMULUS IN HOUSE BUDGET COMMITTEE ESTIMATE

Outlays
euat
Ld

autrty
1. major housing legislation.........
2.Emergency jobs bHil
(public service
Clow•)...
- '''
'
to'it.e..
4. Increase public service jobs to

Transition

976

$1.9

quarter

1977

1978

1979

1960

$0.6

3.

2.
L'''
3
.3

$2.0
L)
(0)
0
1,4 ....................................................
033.............................
................

450,000 Pe. ..................
. EmAm cyJobs•b•ll (publicworr•s).

2.0
3.7

1.9
2.2

7

6. EPA--.lean water funds.........
'5.0
7. Release of Hil-urton .......... '.1
8. Natural resources, environment
and ener ................
6
9. Washington, D.C.-Metro.......... 2
10. Hieway fund| ............... 110.7
11. Jobs opportunities program .......
.5
12, Accelerated public works (speak*
era program) .................
5.0
Total ....................... 35.1

1.......
.5 ......

..........

.1
.1
.4
$1.1
$1.4
$1.2
*1 ................................................
4
...............................
.2 ........
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1.9
X
4.4
2.7
.6......
.2
.05
.25 ..............................
3.0
1.0
.0 ...............................
13.6
3.2s
8.75
3.8
2.2
1.

A
Pri1or yerbud
eabumod
t tatoritpay y. t of mortpaps purchased will offset outlays Inthese years.
'Ptis
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APPENDIX H
FINANCING THE DEFICIT
Much of the discussion about the Projected deficit for fiscal year
1976 has centered on the potential for such a deficit to (1) crowd
private borrowers out of the market or (2) ignite a renewal of inflation.
In a recent address, a financial economist of the Treasury Department noted that short-term credit demand will decline by nearly $60
billion in fiscal 1975, and that long-term credit will be some $12 billion
less in 1975 than it was in 1974. The increase in demand by all levels
of government during this period will, therefore, fall some $85 billion
short of the reduction in short term demands for loanable funds
For fiscal 1976, the Treasury economist's projections "suggest that
the enhanced volume of funds .... may be financed without....
undue upward pressure on interest rates.1
Estimates of credit demands upon which this projection is based
include borrowing by all levels of government, which will total $95.4
billion, and an increase in private borrowing between fiscal 1975 and
1976 of $9 billion in short-term funds and nearly $12 billion in longterm funds. Total demand for credit would thus be $229 billion in fiscal
year 1976, some $5 billion more than the actual loan levels in fiscal
1974 and $6billion less than in fiscal 1978.
The demand for loanable funds as estimated by the Committee's.
staff for fiscal 1976 is somewhat higher than these Treasury estimates,
as can be seen in the accompanying table, although the-total is expected
to represent an increase of less then 5% over actual borrowinigs in
fiscal 1973.
DEMAND FOR LOAN FUNDS (FISCAL YEARS)

Funds
Private short-term funds ..............
Private long-term funds ..............
Total private funds ..............
U.S. Government securityi............
Federal agencies .....................
State and local securities ...............
Total public funds ...............
Total funds raised ...............

1973
(actual)
. 8.5
103.3
189.8
1.5
14.4
12.6
45.5
235.3

1974
(actual)
94.4
89.7
184.1
2.1
21.3
16.8
40.2
224.3

197
(estimate)
35 2
77.6
112.8
43.9
17.6
15.9
77.4
190.2

Source for first 4cols.: Offe of the Secretary of Treasury. Office of Debt Analysis.
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CommIttee
1976
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estimate)
44.3 ..............
89.3 ........ .
133.6
(134.0)
63.7
(5.0)
14.7
(11.0
17.0
(17.0)
95.4
(113.0)
229.0
(247.0)
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SUPPLEMENTAL VIEWS. OF HON. JIM WRIGHT
Considering the enormity of the undertaking and the limited time
frame within which it had to be accomplished, I believe the Committee has performed a highly creditable and professional job, based
upon its evaluation of all supportive data, m establishng a proposed
budget for the coming fiscal year.
It was not merely a perfunctory task which the Committee undertook in this its first year of operation. The resolution represents an
earnest effort to compose a realistic budget and one which will effectively address the critical economic pioblems which confront the
Nation.
Clearly the requirement is for a stimulative budget which will.help
to revive the economy within the next few months, to put Americans
back to work, appreciably reduce the highly unacceptable level of
unemployment, and inspire a rebirth of confidence both in the business
community and among consumers generally. It would be folly to pretend that this can be ichieved without substantial expenditures.
At the same time, we cannot fail to reflect concern over the projected deficit of $73.2 billion. While most economists recognize the
critical need for a level of Government activity which will spark ana
immediate upturn in the economy, many express apprehension over
budget deficit in this general range toward the latter part of the 1976

.

fiscal period..

initiatives in
To the extent we are successful through congressional to
creat new

sparking an economic upturn, one expect result will be
demands for private credit as both business and the consuming public become more confident of the future. Most economists feel that a
greatly enlarged aggregate credit demand arising from expansionary
private plans--if accompanied by too large a Fiederal deficit-womud
exert upward pressures on interest rates. 1mis in turn would be economically depressive and could undo much of the good which has been
achieved.
A significant question, then, is just how much Federal deficit the
money markets can absorb in fiscal 1976 without forcing interest
rates uP Tain._
Obvious, i would be utterly fatuous in the present depressed
economic situation to think in terms of a balanced budget for the
that
coming fiscal year. A substantial deficit is unavoidable. Most of
deficit is the direct result of the recession. President Ford's budget
forecast in January recommended a deficit of approximately $52
billion and fully acknowledged that it is caused entirely by the precipitate economic decline and the rapidly rising unemployment rate which
have drastically reduced revenues and increased requirements for
unemployment compensation and related relief and welfare programs.
Because of continually rising unemployment since the submission
of the Presidential budget request, and because of the administration's
(69)
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underestimating the severity of the economic decline, the President's
budget-without
effort at economic stimulation-proto $60 billion.
nearadditional
duces a deficit veryany
While recognizing and endorsing the need for dramatic stimulative
activity on the part of the Federal Government, I do believe that the
$73.2 billion deficit which the Committee resolution foresees could and
should be reduced by prudent economies in those areas of the budget
which are susceptible to the appropriations process without emasculating the economically stimulative and job creative aspects of the budget.
Itis a distressing fact that somewhat less than one third of the
total budget outlays are "controllable" through the congressional
appropriations process. When we take out the "uncontrollables," such
as interest on the national debt, social security commitments and other
such irrevocable and irreducable expenditure requirements, there remains only some $106 billion which is amenable to direct and discretionary congressional action this year.
Even so, I am convinced that further economies can be made in this
$106 billion aggregate. Ev function can stand some tightening. An
across-the-board reduction of only three percent in these "controllable" expenditures would net a saving of some $3.2 billion. During
the deliberations of the Committee, I offered an amendment to achieve
this degree of saving.
Both psychologically and from the standpoint of its impact upon
the money markets, I believe it would be useful for usbillion.
to perform
those
Assuming
reductions necessary to reduce the deficit below $70
that the Committee has struck a reasonably proper balance among the
various budget functions, the logical way to do this would be to reduce
eack controllable category of spending y a fixed percentage. I believe
that this can be done without appreciably reducing the stimulative
advantages to the economy which all of us seek, and I believe we
should do it.
JIX WRIirr.
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SUPPLEMENTAL VIEWS OF HON. THOMAS L. ASHLEY
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I support the Budget Committee resolution and report because they
represent a bipartisan effort to estimate accurately Federal revenues
for fiscal 1976 and to set expenditure targets during the same period
which on consensus reflect current national priorities.
I file these supplemental views because I have serious concern,
despite the notable and very difficult accomplishments of the Committee to date, over the size and composition of the anticipated budget
deficit for fiscal 1976.
Working against projected FY 1976 revenues of $295 billion, the
Committee considered alternative expenditure levels ranging from
$359.6 billion in outlays for next year, as proposed by the President, to
$398.4 billion, as estimated by the House authorization and appropriations committees. The $368.2 billion outlay figure recommended by
the Budget Committee represents not so much a compromise LALveen
proposals advanced by the President and House committees, but rather
a suggested re-ordering of spending priorities to meet tL. multiple
requirements imposed by contemporary economic conditions.
A majority of the Budget Committee very properly regards the recession as the most serious problem facing the nation today. But a
majority of the Committee also recognizes the catastrophic consequences of continued inflation to every American, this year, next year
and in the years to come. I agree emphatically that a number of shortterm, deficit-resulting actions are necessary to reverse the recession
and promote economic vitality. These actions must be taken, however,
with a weather eye on the size and composition of the deficit for FY
1976 and budget projections for the immediate years thereafter.
Let's remember a couple of basics. The health of our economy--or
the economy of any natiori-depends to a considerable extent on the
soundness of the interplay between fiscal and monetary policy, between the taxing and spending decisions of the political branches of
government and the credit policies of our central bank the Federal
Reserye. The interplay is clear. To the extent that the Congress and
the White House can formulate a rational fiscal policy-within the
political constraints under which they operate-the Federal Reserve
is then able to gear a proper flow of credit into the economy to achieve
reasonable growth while ma/aining dollar stability.
(n1)
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Just as in the past, current conditions largely reflect a breakdown between the two partners in this interplay. Congress and the White
House (in either order) have failed to chart taxing and spending
courses responsive to the requirements of the economy. Political considerations, of course, dictated to the contrary. With no help on the
fiscal side, the Federal Reserve has responded on its own and with
very mixed results.

-'

The Committee's proposed budget deficit reflects a judgment with
regard to the manageability of a sizeable gap between projected incomes and outlays. Obviously the difference must come from some
place. Where?
Well, it can come from the Federal Reserve simply printing more
money-making credit available beyond the Nation's capability. Nothing could be more inflationary and self-defeating. Or it can come
from private borrowing. To be sure, this approach also increases the
national debt and therefore requires s,/ditional tax dollars for repayment in years to come, but even so it is much, much less inflationary than the first option.
This being so, the question then arises as to how much Treasury
borrowing the private money markets can stand without drying up
credit and driving up interest rates, thus forcing private borrowers
out of the market.
Hence, the question of the "manageability" of the gap between FY
1976 revenues and spending.
My judgment is that an additional $73.2 billion (the Committee's
projected FY '76 deficit) will be too much for Treasury borrowing
to handle without the unacceptable risk of bringing on a whole new
set of inflationary pressures, to be followed-as day the nightT-4y
another round of recession. The Committee received supporting testimony for this view and also testimony to the contrary. Briefly stated,
the opposing view is that with the economy as soft as it is presently,
private sector borrowing won't offer inflationary competition in the
money markets during 1976.
Even if this projection proves to be accurate, which at best is hopeful, I fear that a budget deficit of the magnitude of $70-$75 billion
during FY 1976 will develop spending momentum which will prove
all but impossible to reverse or even substantially curb in FY 1977, a
year when business recovery-if current anti-recession actions taken
by the Congress have their anticipated impact-is expected to be
strong.
In such an eventuality, a moderately expansionary policy by the
Federal Reserve simply won't provide sufficient credit to accommodate
simultaneously the high level of Federal borrowing and the needs
of the private sector.
The average American wants the security of a decent job and a
standard of living which isn't constantly eaten away by inflation. The
achievement of this legitimate aim will not be determined solely by
the spending and taxing decisions of the Congress. But surely we
know from our own experience that they are of crucial importance.
Support for a reduction in the size of the projected FY 1976 deficit
is easy to agree to in principle but difficult to achieve in the legislative
arena. The re-ordering of national priorities is a laudable pursuit until
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it's my priority that's being re-ordered. Yet if none of us is willing to
yield on our priorities, then the flow of our dollars continues undiminished, at the price of certain inflation and certain joblessness.
I believe the FY 1976 budget must provide the ne=ed thrust to
promote prompt economic recovery and that most other programs
within the controllable part of the budget should be reduced. It is my
further view that only those counter-recessionary programs should be
adopted which can demonstrate an immediate impact on employment
and which are of a statutory life of no longer than one year.
THOMAS

L. ASmmy.
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ADDITIONAL VIEWS OF HON. ROBERT N. GIAIMO
Although I support the resolution reported by the Committee, I
must register my profound concern over the unqualified optimism
with which the effect of the recommended deficit has been presented
in the report.
The Committee's resolution calls for a deficit of approximately
$73.2 billion. We all must recognize that unlimited spending by our
Government can contribute significantly to runaway inflation, waste,
and economic chaos on both private and Government finances. In our
present economic difficulties, the deficit recommended by. the Committee may be a necessary fiscal tool to combat our worsening recession.
The Committee has also carefully weighed and necessarily rejected
programs not designed to promote economic recovery in order to control the deficit.
The Committee's increases over the President's budget are designed
to allay the present unacceptable 8.7 percent unemployment level
through the provision of public service jobs, increased public works
programs, and other programs. Additionally, the Committee provided
for the inclusion of increases in housing, health and education programs to stimulate the economy further.
I recognize that if we do nothing to overcome the current economic
situation the Federal deficit would automatically increase at a rapid
rate while the total economic situation would continue to worsen. Lessened tax receipts resulting from increasing unemployment mean the
depletion of the unemployment benefits' trust fund and they also mean
that this trust fund and the Social Security trust fund are not being replenished at a balanced rate.
Yet we cannot gloss over the risis inherent in this proposed deficit.
What are the consequences for the Nation's economy of a deficit of the
magnitude recommended in this resolution? The impact of a large
Federal deficit is somewhat speculative depending on the economic
school to which one listens. Certainly the consequences vary in terms
of how the Government chooses to finance the increased debt and how
it uses the monetary tools available to it, open market operations and
expansion of the money supply by borrowing from the Federal Reserve
System, being the ones most actively considered.
For example, if the deficit is to be financed through the sale of bonds
to the public (and as much as 70 percent may be financed this way),
the result may be the removal of large amounts of investment money
from the private sector of the economy. This has the effect of elevating
interest rates in response to a limited supply of money. In other words,
the Federal Government's borrowing to finance the deficit may have
the effect of "crowding out" the private concerns which would borrow
to finance housing and other new capital investments.
The Committee's report has argued against the "crowding out"
theory by emphasizing that the elevating effect of Government borrow(75)
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ing on interest rates is minimal in the face of the sluggish demand
for credit from the private sector during this time of recession and
uncertainty.
I cannot ignore certain indicators to the contrary, however. Some
analysts regard this recession as atypical; i.e., decline in private de~ mand has not decreased significantly. This is the first recession we
have had where the inflationary trend remains high. This inflationary
trend has chipped away at the liquidity base of both household and

business credit, needed in the private sector just to maintain existing

<

levels of economic activity, let alone expand activity. While there may
be a decline in bank loans to corporations, corporate bond sales had
been setting record levels at least until several days ago. While there
is some lessened demand for short-term credit on the part of business,
the total for 1975 is still expected to be one of the highest ever.
A second method by which the deficit could be financed is to borrow
from the Federal Reserve--or, in effect, print more money. The resultant increase in the money supply, while serving to make more credit
available and keep down interest rates, could also create a new wave of
inflation. Additionally, it is no secret that in time of inflation, lenders
tend to protect themselves against the declining value of the money
the receive by promote higher interest rates.
Over half of the cumulative deficit has been financed through monetary expansion. The resultant growth in the money stock has contributed to inflation. Inflation in turn has led to the generally unprogressive redistribution of wealth-a redistribution that, unlike legislated tax policies, is not controlled by congressional action and as such
is referred to as a "hidden tax," especially on the lower and middle
income groups
A po icy that contributes to more inflation is a policy that contributes to increased discpuragement on the part of the American people.
We may have reached the point where people do not believe inflation
will cease. Recent polls indicate that 75 percent of the American people see prices continuing to rise. If this is true, it is an easy step to understand why businesses will not drop prices and why labor unions
demand sizeable cost-of-living increases in contracts.
Yes, inflation hurts those on fixed incomes, pensioners and creditors.
But it is also a burden on the average American family. In February
1975, a family of four needed a new high of $161 a week to make ends
meet. The impact of inflation is dramatic when one considers that only
one year ago the comparable figure was $152, and 5 years ago it was
$126. Further, the American family spends $47 per week or food,
on the average. This is a record high---up $5 from last year's figures.
I am troubled when our Government must be a "necessitous borrower" whose requirements must be satisfied even if it means indirectly
penalizing individuals, corporations, and State and local government.
i am also troubled when I see evidence of uncertainty and confusion
for Americans when they can no longer plan for the education of
their children, for their retirement years, or in some cases for the
day-to-day well-being of their families. We must ask ourselves to
what extent massive deficit spending, year after year, removes incentives and freedom of choice from private investors. We must realize
that a large deficit is no "free lunch."
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Inasmuch as the Committee's recommendations for deficit spending
contain measures 'IUo get the economy moving" and inasmuch as those
recommendations do not tie us to an unalterable trend to Federal Government domination of the economy, I concur. I will therefore, support with reservations the Committee's recommended deficit and its
consequent borrowing by selling bonds in the belief that, although
there may be some unfortunate reallocation of private priorities and
a credit squeeze, Government bQrrowing at this time would not affect
the interest rates nearly so adversely as borrowing later in a time of
recovery and decreasing unemployment. I stress that I am supportive
only under the condition that this is a temporary ameliorative course
of action. I believe that there would be severe dislocations in our economy if the Federal Government were to continue deficit spending of
the present size in future fiscal years.
Without doubt, the Committee on the Budget has an awesome responsibility before it. All Members of Congress must focus on the need
to act prudently in planning our National priorities this year. It is
not enough to only ask if a program is worthwhile. We must also ask
if it is a program which can be deferred. When the economy again reains its momentum, we can no longer spend as if we had our present
level of unemployment. As unemployment goes down, so must the
deficit. It falls to this Committee and to the rest of Congress to discipline itself to control Federal spending. No longer can we afford
the luxury of "backdoor spending;" no longer can we afford suboptimizing goals by choosing politically expeditious but less efficient
programs; no longer can we afford sharing revenues where there is no
minimal guarantee that they are directed to promote the greatest
good. I cannot emphasize strongly enough, that we mut re-ewamite
every programand every Government initiativeto keep the rest of the
budget under control, particularly when we must call upon the Federal Government to increase spending temporarily to reverse recession,
provide jobs, and assist the needy. Further, this Committee has the
obligation to develop new criteria for examining the effectiveness and
efficiency of Federal spending. Together with the General Accounting Office, Congressional Budget Office and standing and special committees, the Congress needs to develop new sources of information
and better oversight capabilities to see what our Federal dollar is
doing--both for the benefit and, yes, possibly, the detriment of the
Nation.
Finally, I wish to make some specific comments regarding the Committee's recommendation for national defense budget authority and
outlays. In supporting the level of budget authority and outlays in the
resolution, I believe it should be recognized that the estimates for national defense, while adequate, are the lowest which can prudently be
provided and yet provide for essential requirements. I believe this is
an accurate assessment because I support the assumption that any
apparent weakening of our military capability could lead other nations
to miscalculate our resolve to defend our interests throughout the
world. For this reason, it seems clear to me that any further reduction
in the level of our commitment to national defense would be extremely
imprudent at this time.
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At the same time, I want to make it clear that I am convinced that
the level recommended in this resolution for national defense is sufficient. It will continue to provide for current deployments and manning
levels, and for the continued modernization of our forces. Although I
am aware that some proponents of defense spending will consider the
Recommended totals too low, it takes only a trief review of the recent
history of defense programs to recognize that within those levels a
significant modernization program has been accomplished. For example, the tactical air forces-have introduced new fighter and attack
aircraft (F-14, F-15, A-7, A-10). The land forces have increased antitank capability by introduction of the TOW missile, and significant
efforts have been directed to new tank and helicopter acquisition programs. Significant modernization efforts have also been directed
toward the strategic forces with the development of the Trident submarines and upgrading of Minuteman III missiles.

My analysis of the situation, therefore, leads me to conclude that in
this period of harsh budgetary constraints, the estimates for national
defense will be adequate for the continuance of essential modernization
programs.
RoB~rT N. GIAI~o.
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SUPPLEMENTAL VIEWS OF HON. ROBERT L. LEGGETT
I support the Resolution reported by the Committee that recommends Federal outlays of $368 billion to provide the critical public
spending stimulus needed to move our economy out of the present
recession. I am, however, mindful of the mounting Federal deficit resuiting from this strategy of fiscal stimulus, and strongly believe
that the resulting recovery must not be accompanied by another round
of either double or single digit inflation. The Committee has taken
considerable care to provide temporary employment-related program
increases which will not result in long-term spending.
Thus, included in the Committee's recommended expenditure (out!ay) levels are ]imitations on Federal civilian and military salary
increases and other individual benefit programs where we have seen
substantial permanent budget increases over the past five years. The
cost-of-living limitations proposed by the Committee are neither arbitrary nor across-the-board. For those most in need-the disabled and
those at subsistence levels-the Committee's recommendations include
full cost-of-living increases.
Despite the soundness of this approach, it is my firm belief that
placing limitations only on Federal salary and cash payment programs
will not have a significant enough impact on general inflationary
trends in wages and prices. Neither is it equitable to place limitations
on public sector military and civilian employees and those receiving
cash payments from the Federal Government, but not on other sectors
of our economy. Thus I strongly believe that the cost-of-living factors
included in the Committee's esimates should serve as a guideline for
the entire National economy, both public and private, in determining
wage and price increases. Voluntary actions along these lines are
already underway as cities, such as Detroit, and States, such as Wisconsin, are discussing with unions the necessity of 6% ceilings on
their public employee wage increases.
I believe the Committee's resolution strikes a balance between programs to combat the recession and restraints, such as the cost-of-living
caps, needed to prevent inflation from gaining momentum again. I
endorse and encourage the use of this same balanced effort in all
sectors of our public and private economy.
To implement this view, I intend to introduce an amendment to
increase total budget authority by $4 million and total budget outlays
by $0.5 million. These additional funds will provide the basis for
the Council on Wage and Price Stability maintaining surveillance
over price and wage changes in the economy to note and publicize
wage or price increases in excess of 5%.
This agency should be given subpena powers and public hearing
funds and authority to question the appropriateness of increases in

excess of 5%.
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Also provision should be made for authority to delay "major" wage
or price changes in excess of the 59 level for 90 days. And, finally,
the Council should have authority to disallow increases or order rollbacks in excess of this 5% level in industries where competitive forces

are extremely limited.

R

L. LEGGLTr.
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SUPPLEMENTAL VIEWS OF HONS. PARREN J. MITCHELL
AND LOUIS STOKES
The House Budget Committee has voted out of Committee its first
Concurrent Budget Resolution which recommends that the Federal
Government operate financially during fiscal year 1976 at the following levels: revenues of $295 billion, budget authority of $395 billion,
outlays of $368 billion, and a deficit of $73 billion. We voted in favor
of this Resolution with serious reservations. Primarily we were in
favor of a Resolution going to the Floor which contained some of the
gains which we felt were in the present Resolution. We had even more
grave doubts as to what would have occurred in some of these areas
had this particular Resolution been voted down.
Unquestionably, it is mandated by the American people that this
94th Congress, and this Budget Committee in particular, chart a national policy direction which will immediately stimulate our beleaguered economy. Unemployment must be decreased dramatically
and production must be increased significantly. These are the considerations foremost in our minds as we serve on this Committee and as
we voted on all of the issues and items which comprise the first Resolution. We are mindful that once again it is the poor and working poor in
our Nation who are unjustly and inequitably affected by the highest
uneemployment in our economy in'the entire post World War II period
and the highest inflation in the 200-year history of this Nation.
In light of stimulating the economy reducing unemployment, increasing consumer buying power, and thereby increasing production
we noted with interest, and often dismay, the apparent strategy of
the minority members to hold spending levels to the amounts suggested by President Ford in his proposed budget. We are fully cognizant of the need not to fan the flames of inflation. However, expert
economists indicated during our hearings that a stimulus in the area
of $25 to $30 billion is needed to reduce unemployment by 2%. Yet,
the net effect of the President's proposed budget would be only $6
billion, or no stimulative effect at all. In a like manner, the President,
and now apparently a majority of this Committee, has sugg d that
caps on pay and benefit increases to major segments of our employment force be imposed. We, in good conscious, voted consistently
against these caps, which will have the effect kf dampening the buying power of the recipients involved at a time when reduced spending
by citizens is the last thing our country needs. Again, no stimulus
would be provided.
The central question that troubles us most and caused our greatest
hesitance in casting an affirmative vote is whether the Resolution
adopted by this Committee will provide the often-referred-to stimulus.
Yet there are other directly related problem areas, all of. which are
unalterably tied to this Nation's present set of "priorities"
(61)
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The Budget Committee is also mandated to determine and arrange
Federal spending priorities, as we understand it. This first Resolution
as adopted by the Committee, however, reflects little change in our
ordering of priorities, even in the face of sustained economic blight
and domestic suffering.
As a result of the action of this Committee, the defense budget
remains virtually sacrosanct. It can and must be even more significantly reduced. The Congress and the American people seem unwilling
to continue aid to Southeast Asia, particularly in view of the most
recent developments in that part of the world. Those funds must be
re-channeled for constructive domestic purposes. Excessive research
and development programs, such as the one proposed for the controversial B-1 bomber, which inevitably result in abnormally high cost
overruns must be terminated. The Congress and the administration
have many, many lessons to learn in the differences between supporting and funding a military establishment and providing adequate
national defense.
This Committee in developing this Resolution adopted an amendment to place a 7% ceiling on social security and other retirement
benefits and a 5% cap on Federal and military pay. Our votes were
consistently against these ceilings. Imposing a 5% cap on military pay
and a cap on other benefits is not the way to "cut" the defense budget.
Causing military personnel to become "self-sufficient" by 1977, beginning by stripping them of their commissary privileges at a time when
food costs are at an all-time high, as is proposed by the administration, is not the way to "cut" defense spending.
The across-the-board 7% cap and 5% cap are reprehensible. The
impact would be devastating to those whom we represent, those who
have always had the weakest voice in Government, the poor and the
working poor. We fervently believe that the Federal Governmentif no other body-has a top priority and bbligation to support, aid,
help, provide a point of recourse, do whatever is necessary to ease the
plight of the poor, working poor, elderly, and otherwise economically
disadvantaged segments ofour populace. These groups are most often
overlooked in our braggings of national progress and most frequently
c -lled upon to sacrifice in our cries of nationalcrisis.
Certainly, Federal spending needs to be reduced. We need to go
on a spending diet. However, where are our priorities? Apparently,
this Committee in its initial workings has brought about little change
in priorities The programmatic areas still facing the greatest peril
are, for example, social-security cost-of-living benefits, retirement benefits, veterans benefits, food stamps, medicare, child nutrition, and
special impact to education. Again, those with the least power, economically or otherwise, are the first to be called upon to bite bullets
and tighten belts. As Members of the Congress and this Committee,
it is virtually impossible to support any spending diet which results
in human starvation.
Our list of concerns about conflicting priorities during a time when
financial resources are strictly limited goes on and on. Another case in
point: how can we afford to spend over a billion dollars on a space
shuttle program and at the same time not be able to adequatly

finance urban and rural mass transportation projects I
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In our opinion this Congress should lift both the 7% and the 5%
caps. We are determined to seek to further reduce defense monies. If
these two battles are not won, there will be a serious question as to
whether or not we can support the final passage of the Concurrent
PAWN ..
Budget Resolution.
Loeus STOKJU.
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The Congressional Budget Act of 1974 was enacted out of a deep
concern for rapidly mounting Federal expenditures and deficits and
lack of adequate legislative machinery to cope with them.
Basic purposes of the legislation, as set forth in the Act itself, are
to provide for the congressional determination each year of the appropriate level of Federal revenues and expenditures, to establish national budget priorities, and to assure effective congressional control
over the budgetary process. These are laudable, essential goals, which
must be meaningfully achieved if we are to deal effectively with serious
National problems of inflation and recession. Unfortunately, H. Con.
Res. 218 does not live up to its potential toward achieving such goals.
To the contrary, H. Con. Res. 218 could itself contribute to the continued worsening of the problems it is intended to help solve.
Too often in the past, the Congress has tended to play the role of an
irresponsible Santa Claus with the people's money. A result has been
increased government intervention into the lives of all of us, accompanied by massive government spending and climbing deficits. The
Office of Management and Budget iedently estimated that the FY 76
Federal deficit potentially could go to $100 billion if various spending
proposals pending in Congress are enacted. To put that into perspective, such a deficit would amount to more than total Federal outlays
as recently as 14 years ago. The latest OMB estimate is as follows:
What will be the budget deficit
Billions

The current estimate (with tax bill as written) -------------------$60
If Congress rejects President's holddown legislation-add -------------- 12
If features of tax bill become permanent-add ---------------------5
New congressional spending proposals --------------------------80
Potential deficit threat
------------------------------------100
New congressional spendktg proposals

Anti-recession grants to State and local governments ----------------

•,
-

Broadened unemployment compensation benefits -------------------Additional public service jobs
--------------------------------Increased public works projects for State and local governments ---------

Increased farm subsidies

$5.0
4.0
8.0
8.0

---------------------------2.2

Additional water pollution control and abatement projects ------------New housing subsidies
------------------------------------Increased urban mass transit and highway projects -----------------Health Insurance subsidies for the unemployed -------------------Increased school feeding and related programs --------------------------

1.9
1.9
1.8
1.5
1.4

Other Increases in a wide variety of spending programs -----------------

8.2

Increased veterans benefits
------------------------------------.
Additional small business loans ---------------------------------.
(85)
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FEDERAL SBENDIWG TRENDS

It is not difficult to see why our Nation is encountering problems
of mounting fiscal deficits Federal expenditures since the si'ties have
moved upward at startling rates. What are known as transfer payments, particularly in the form of direct payments to individuals
have become the dominant force in the growth of the Federal budget.
For example, national defense spending in current dollars was about
-level between F-Y68 and-FY-741,-and the rate of-Federal -spending on
all non-defense operations rose by only $8 billion. But Federal spending on domestic assistance programs rose by more than $80 billion
and accounted for virtually all of the rapid rise in Federal spending.
This trend in Federal spending is also present at the State and
local government level. A recent Office of Management and Budget
study showed that over the past two decades benefit payments to or
on behalf of individuals after correction for inflation rose more than
twice as fast as our Nation's output. The study also pointed out that
if that rate growth continues, governments would claim between 55
to 60 percent of the Nation's entire output by the end of the century !
Expressed another way, the output of about 6 out of every 10 workers
would be needed just to support governments. It's a frightening
prospect. The trend must be reversed and we must start now.
The following listing of what has been happening in various programs and activities, essentially all domestic assistance programs,
gives a good indication of why we find ourselves in the predicament
we are in today:
In the area of public assistance and other income supplements,
Federal spending has risen from $3.4 billion in FY66 to $18.4
billion in-FY76, an 18% annual rate of growth.
Social Security has risen from $20.2 billion in FY66 to $73.3
billion in FY76, a 14% annual rate of growth.
Over the same ten-year period, health care services, primarily
Medicare and Medicaid, have risen from $1.2 billion to $24.1 billion, a 35% annual rate of growth.
Food stamp spending has risen from $100 million in FY66 to
$3.86 billion m FY76, a 44% annual rate of growth.
Pollution control and abatement spending has risen from $200
million to $3 billion in the ten-year period from FY66 to FY76,
a 31% annual rate of growth.
Federal employee retirement and disability sending has risen
from $1.7 billion in FY66 to $7.9 billion in FYY76, a 17% annual
rate of growth.
Military retirement over the same period has grown from $1.6
billion to $6.9 billion, a 16% annual rate of growth.
Spending for veterans benefits and services grew from $5.9 billion in FY66 to $15.59 billion in FY76, a 10% annual rate of
growth.
Federal spending for education grew from $2.74 billion in
FY66 to $7.38 billIon in FY76, a 10% annual rate of growth.
Federal spending for manpower and related social services rose
from $1.36 billion in FY66 to $7.28 billion in FY76, an 18% rate
-•

of growth.
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.Spending for immunity development rose from $0.724 billion
in FY66 to $4.068 billion in FY76, a 19% annual rate of growth.
Since 1970, Federal aid to State and local governments has had
an annual increase of 15% and is expected to reach $56 billion
in FY76.
With that kind of growth in programs and spending, it is not difMl-cult.to-Un&~aei~tad
r atonha cm under the jun of inflationary pressures and resultant recession, even recoizing o fiourse
that Federal spending as such is but one of the major factors contributing to inflation. With such a growth pattern in spending, and many
of them are mandatory because they are written into the law, can there
be any wonder why there is concern over the ability of Congress to
control Federal spending effectively or why we need a new budget
control process. Regretfully, it appears that H.-Con. Res. 218 as reported does not focus squarely on basic root causes of our national
dilemma and seek to bring about effective solutions.
DEFICIENCIES IN H. CON. RES. 218

o

•I

We believe that H. Con. Res. 218 is deficient for a number of reasons. The deficit figure is excessive, and could seriously agravate inflation and interfere with our efforts to end the recession. It proposes
too much and the wrong kind of stimulative spending. There are other
areas where excessive Federal spending is either approved or tolerated.
On the other hand, some cuts are proposed such as in the area of defense which are unacceptable or excessive. The need for a reliable
energy program is simply ignored.
The Majority report accompanying H. Con. Res. 218 represents
in general a Kteynesian view of the economy. Emphasis is placed
throughout on reducing unemployment by government spending and
larger budget deficits. The thought of putting the world's finest free
enterprise system to work seems to be overlooked. In a self-serving
way, the report describes the current situation as the "worst economic
crisis" since the 1930s, but omits reference to the business cycle or the
possibility of recovery. Occasional references are made to inflation as
if it were some kind of irritant, rather than a fundamental source of
current difficulties.
The simple Keynesian analysis that underlies all of the policy recommendations embodied in H. Con. Res. 218 totally ignores the dynamic process by which we have arrived at the current large Federal budget deficits. Nothing in the report. points to any appreciation
of the harmful effects of inflation or how financial markets are af:
fected. As a consequence, it grossly underestimates the financial side
of the budget equation. There is some recognition that continued
substantial deficits into fiscal 1977 would raise the dilemma of high
interest rates or an excessive expansion in the money supply and
renewed inflation. But the lesson doesn't seem to have been learned
very well or to have been taken very seriously for H. Con. Res. 218
recommends even larger spending in the social welfare area, the very
area where growth in expenditures has been so explosive and has had
such an impact on our economic well-being.
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In asserting that budget proposals reflected in the resolution are
"reasonable" (page 1 of the report) and easily financed, the severe
economic distortions of the past year, which are partly the result of
uncontrolled Federal spending policies, are ignored. In fact, the most
discouraging aspect of the current situation is the loss of fiscal flexibility. The Majority report (also on page 2) claims that: "First, the
largest single cause of the deficit is the recession itself, coupled with
the taix reductions that both the President and the Co-tigress have
agreed are essential to stimulate economic growth." While the thrust
of that claim is correct in a simplistic way-since the tax revenues
are sharply reduced-the analysis ignores the irresponsible pattern of
deficits in 14 of the last 15 years and 40 out of the last 48 years. The
accumulated momentum has eroded our fiscal flexibility in responding tv the recession problems. In fact, our spending momentum now
focuses on the priorities of the past rather than future needs.
That statement is in error, insofar as it may give the impression
that the President is in full agreement with the tax reduction package
just passed by the Congress, for he signed it only with the greatest
reluctance.
DEFICIT EXCESSIVE

The deficit figure of $73.2 billion is unacceptably high, though we
would add that we are thankful that it is not even higher. The Committee has shown some elements of restraint, which we applaud, but
we wish this tendency could have been much more pronounced. We
say this because it seems all too clear that there is a great danger that
the deficit figure the Budget Committee produces, even though it is
already too high, could be perceived merely as some sort of acceptable starting point, on top of which a profligate Congress might heap
expenditure after expenditure in misguided attempts at curing our
ills by spending our way into economic soundness and prosperity,
which simply will not work.
It is generally accepted that due to such factors as the mandatory
Federal subsidy programs on the books, increased unemployment
compensation, decreased revenues, and the need to stimulate the economy, it is unavoidable at this time for the Federal Government to
incur a relatively large deficit. This is implicit in the budget presented
by President Ford to the Congress and the concept was supported by
administration spokesmen at the Committee hearings and by many
eminent economists, bankers and others who appeared-before the Committee. However, at the same time it is critically important that proper
restraint is exercised to avoid creating too great a deficit. It would be
tragically self-defeating to allow a massive deficit to intensify inflationary forces which in turn would have a recessionary effect on the
economy--thus bringing us right back to the very ills we seek to heal
by a stimulative policy on the part of the Federal Government.
President Ford told the Nation March 29, in drawing a line against
deficit spending:
We cannot afford another round of inflation due to giant
and growing deficits that would cancel out all our expected
gains in economic recovery.
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This was also the point Secretary of the Treasury Simon made to
the Budget Committee at our hearings when he said:
Even*though the rate of inflation is subsiding somewhat, it
could easily shoot upwards agin if we overheat the economy,
as we have done so often in the past. Furthermore, it is essential to understand that the forces of inflation are very largely

to blame for' the recession we are experiencinggtoday.floth
the housing industry and consumer spending, as I have noted,
first tumbled under the pressures of rising prices. If we revive those pressures through excessive fiscal and monetary

policies, there is a very real danger that we could enter a new
and more vicious cycle of inflation and recession. Because of
the continuing danger of inflation, we must carefully avoid
the temptation of trying to return to full employment at
breakneck speed. Instead, we must attack both the recession
and inflation at the same time, and that requires a balanced,
careful approach-the kind of approach contained in this
budget.
EFFECT OF DEFICIT ON CREDIT MARKETS ANDIMN

R

RATES

In addition to the direct impact a massive Federal deficit would
have on the economy, a large deficit could have serious effects on the
private credit market in that it could seriously interfere with our
efforts to promote economic health and overcome the recession. This
is a very real and serious problem. It is true that in periods of recession
financial conditions ease somewhat because private credit demands,
particularly in the short-term area, fall away due to softness in the
economic activity and because the Federal Reserve seeks to provide
additional money and credit to cushion the decline. However, as was
also pointed out by the Secretary of the Treasury to the Committee,
the current recession is an outgrowth of a long period of inflation that
has left private financing demands heavier than usual. Profits have
declined sharply and the liquidity position of businesses, and households, has been seriously eroded. New equity financing is not a feasible
source of funds at this time. Additionally, surluses of State and local
governments have gone down, trery likely adding more demands in
the capital markets.
The situation therefore is that there has continued to be a strong
demand for private Iong-tem debt issues, and short-term credit
demands have not declined as much as might have been expected. This
is credit that is vitally needed in order to help put essential areas of
the economy to work to assist in overcoming the recession. Anything
that unduly interferes with such credit availability could cause untold
damage to our efforts at economic recovery.
For several months there was a decline in interest rates, both the
short-term and long-term markets. There are ominous clouds on the
horizon, however. Long-term rues began risimg several weeks ago.
Just a few days ago, short-term interest rates also began to rise. Massive increases in Federal borrowing will have the effect of raising
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interest rates still more and this could have a truly frightening impact
on the economy.
We must accept the fact that Federal requirements will have to be
met first and because of the swollen size of the Federal deficit, Federal
borrowing demands will be enormous. Under the Presidents budget
---as submitted, it was estimated that theTreasury•would bW coming-iiit6..
the capital markets during this calendar year for almost $70 billion
of net new financing, of which $65 billion would be in marketable
securities. Federally sponsored agencies could account for another $14
billion in borrowing. These are huge sums-more net funds, both in
absolute terms and in relation to the size of the economy--than have
ever been borrowed before in the capital markets in any single year by
the public and private sectors combined. Even so, the deficits for both
1975 and 1976 figure to be considerably higher than those on which
the forecasts are based. The present outlook is that the Federal Government will have to be into the market for $80 billion or more of new
debt financing during this calendar year.
Still more Federal demands on the capital markets could set in
motion a vicious competition between the Federal Government and private borrowers for capital funds. Housing and marginal and small
businesses could be the first to go if they get caught up in a situation
where the demands of the Federal Government and other prime borrowers monopolize the credit that is available and in the process drive
interest rates up. This could overturn the economic recovery and cause
unemployment to rise again. The other possibility would be for the
Federal Reserve to accommodate the enormous borrowing requirements of the Federal Government, as well as private demands, by creating a more rapid growth in money and credit. This might postpone
the adverse impact of the recovery for a time. But the consequences of
such action would soon catch up with us with a vengeance in the form
of higher inflation followed by a new recession and higher unemployment.
QUESTIONABLE EXPENDIU

There are a number of proposed expenditures incorporated in the
budget authority and outlay target figures proposed in the H. Con.
Res. 218 which range all the way from being of questionable merit
to being completely objectionable, and which we believe should either
be eliminated or modified.
ECONOMIC OS

ULATION

Many of the proposed expenditures incorporated in the resolution
relating to economic stimulus are excessive in amount, are not well
suited to deal with the problems to which they are directed, and are
open to abuse. Eliminatingithem will not only have a short-range effect
of reducing the size of the deficit for FY76, but would also have a
salutary long-range effect in that they will thus be prevented from
having an adverse, inflationary impact on the economy in the upcoming
years.
As one prime example, the resolution reflects a staggering $5 billion
in budget authority and $3 billion in outlays for an unbudgeted accelerated public works program, which would be 100% federally funded.
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This would be in addition to the Emergency Employment Appropriation Act for FY75, also mostly unbudgeted, which has already passed
the House and which it is estimated could produce outlays of $4.8
billion in FY76 for public service or public works jobs. It is in addition also to a variety-of other public works and public service expenditures,
mostly
unbudgetd,
in the-resolution,
including
for
highway
construction,
cleanincorporated
water projects
job opportunities
programs
and others, which would total over $8.1 billion in outlvkys in FY78.
To add in FY76 a $5 billion accelerated public works program of
this kind at best appears to be of highly dubious wisdom. Public
works projects by their nature are very slow starting and the impact
of a program such as this could very well hit after the need has disappeared, which means that the injection of such a stimulus in a rising
economy will cause increasing inflationary pressures..
The 1972 Public Works Impact Program (PWIP) provided some
lessons which we should heed. Although that program was supposed
to provide immediate employment, a study has shown that at 8
months after the Economic Development Administration received its
first PWIP appropriation, less than half the projects EDA succeeded
in generating were under construction, and that involved only a $48
million appropriation, not $5 billion. It took 9 months from the
passage of that legislation to get the last project approved, 17 months
to get the last project under construction, and at 22 months after approval of the act, only 121 of the 203 FY72 projects had been completed. That shows how ineffective public works projects can be as an
immediate stimulus to the economy. Not only do they not contribute
meaningfully in counteracting the recession from a short-range point
of view, but they would tend to linger on and interfere with whatever
progress we achieve in combating inflation.
Other grim statistics associated with the PWIP program include
tho fact that wage payments represented less than 7%of the total cost
of the FY 72 program. it was found that a large percentage of the
jobs for the project, 59%, went not to unemployed but to the previously employed, due in large part to the need or killed workers.
Also, a large part of the workers, more than 56%, were non-residents
in the sense thAt they were from outside of the particular arem involved. Theres also a very high cost factor associated with &ublic
works employment. It was founa that under the FY72 Public works
Impact Program the cost of generating one man-month of employment fc~r unemployed and under-employed area residents exceeded
$10,000
uitrmor as indicated
y a ove, the projedts under the proposed $e
billion lecelerAted public works program contained in the resolution
would be 100 percent federally fi ced. This it seems would create
a situation tailor-made for wi de'sprad and flagrant abuse. For a variety
of reasons, the proposed $6billion acceleraWe public works program
included in H. Con. Reis. 218 could be a very costly blunder.
*We also oppose the release of an additional $8.7 billion of highway
funds in this fiscal year, a recommendation that is reflected in 'the
resolution. In February the President ordered the release of an additional $2 billion highway funds to stimulate employment, especially
in the construction industry. To obligate the $2 billion, the States
essentially will have to double their anticipated rates of obligation
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during remaining months of this fiscal year. This is the maximum
amount of funds that can be efficiently obligated by the States prior
to July 1. Release of an additional $8.7 billion for use in this fiscal
year could well serve only to increase the pressures that have plagued
,the highway mnstrction industry in the past &years with no meningful impact on employment.
The release of the $2 billion in highway funds should effectively
utilize unused capacity of the highway construction industry. Releases
in excess of that amount will necessarily be inflationary and expansionary in an industry that has exhibited one of the highest rates
of price rise over the last year. The year ending June 30, 1974, saw a
38% increase in highway bid prices. With the release of $2 billion
the rate of price increase should not be expected to exceed that of the
economy as a whole. However, the release of $8.7 billion could lead
directly to a return to the price increases of last year, a situation that
would wreak havoc with this section of the economy.
A related area where the Committee resolution embraces large additions in unbudgeted funding to stimulate the economy, almost $3
billion in budget authority and $2.4 billion outlays is in the area of
public service jobs. This would be in addition to the funding for
public service jobs already contained in the Emergency Employment
Appropriation bill for FY75 that has passed the House. The total
could thus range to over $5 billion in budget authority and about
$4billion in outlays for public service jobs.
What is unfortunate about this is that there are many drawbacks
also to public service jobs as a stimulus to the economy. )Federally financed public service jobs tend to have a very high substitutability
effect, which makes them not very effective in increasing employment
opportunities. It is understood 'that evaluations of the Emergency
Employment Act, the predecessor to the present Comprehensive Employment and Training Act (CETA), have consistently concluded
that there is substantial displacement of regular jobs by subsidized
public jobs, and of State and local spending by the Federal spending.
These studies agree that after 1 year of a temporary program, only
5 out of 10 jobs are actually net additions to the stock of job opportunities, and that after several years of a temporary or a permanent
program, only I out of 10 jobs funded is a net addition. Thus, under
the permanent CETA program 9 out of 10 jobs that were "created"
probably would have existed anyway. Even with a modest overhead,
the cost of a public service job slot is about $10,000 per year. This
means that the cost of actually creating one net job is probably around
$100,000. There seems to be no other conclusion but that the major
accomplishment of public employment programs is fiscal relief to
State and local governments rather than employment assistance to
jobless workers.
OTHER AREAS OF POSSIBLE REDUCTIONS

The budget totals in the resolution in most instances reflect the pro.
posed budget as a starting point, with reductions in only a relatively
few key areas, and to that were added various amounts based on what
other committees recommended. In some cases such additions run
into the billions and on top of that there were some further amendments by the committee. There are therefore undoubtedly many areas
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in the budget totals contained in the resolution over which reductions
potentially could be made. Because of the complexity and size of the
budget as submitted and the proposed changes, limited opportunity
was afforded Members of the committee to focus on details of the
items contained in the budget and evaluate their significance, We can
mention a few additional items where we feel reductions are in order

but want to emphasize that these are just a sampling. There are potentially, many more and we hope that they will be appropriately
dealt with by the appropriating and legislative committees in a manner that wil Ibest serve the interest of the Nation as a whole.
In the health area, for example, the resolution essentially holds
federally controllable health programs at the FY75 appropriation
level, except for biomedical research and health planning. Even at
that, this level represents $2.8 billion in outlays above the administration budget. Included is a proposed increase of $200 million in budget
authority and $75 million in outlays specifically aligned to biomedical research, an amount which should be expunged from the resolution.
Increasing a particular program or programmatic area to allow for
inflation without increasing all raises problems of equity and priority.
Another similar example is in the category of education, manpower
and social services. There $408 million was added by the Committee to
compensate for expected inflation, and this was in an area already
$5.8 billion above the President's budget and $2.2 billion above the
FY75 level. Certainly this is a skewing of priorities and should be
reconsidered.
The resolution budget authority and outlay figures reflect a $728
million addition over and above the budget request of $1.49 billion
for the U.S. Postal Service. The amount requested adheres to the
schedule established in 1970 for transition to full cost postage rates.
The $728 million additional request was pursuant to law submitted by
the Postal Service itself and appended to the budget without change
by OMB. The resolution could be reduced by this amount, which
would require assessing increased costs to those who incur them, second
and third class mailers, rather than against the general taxpayer.
While the President's space program included no new project starts,
the proposed funding covering only projects previously authorized
and underway, this seems to be an area where reductions can be proposed. In a time when there is an economic crunch, as there is now, it
should be possible to stretch out the space activities. A $100 million
to $200 million reduction should be possible from a budget calling for
$3.2 billion in budget authority and $3.1 billion in outlays without
delay to the space shuttle program, or undue delay to other space
activities.
The resolution reflects $100 million for new initiatives in the education and manpower function. It would not be directed to any area but
could be applied to a variety of education or related programs. Given
the present economic situation, funding for new initiatives such as
this appears unwarranted.
Five administrations have pointed out the inequities involved in the
school assistance program known as the impact aid program, where
aid is given to districts alleged to be adversely affected by the presence
of a Federal facility. A major shortcoming of the program has been
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that it in effect takes tax money from poor districts and gives to the
rich, rather like Robin Hood in reverse. An example is nearby Montgomery County, which while having the highest per capita income
The budget proposes $266 million for school districts whose revenues
are adversely affected by Federal activity within the boundaries of
such districts, but the resolution reflects an increase in that amount
by $260 million, an increase that should be disallowed. The current
program provides support for children whose parents work on Federal
property, but live in the community. However, those parents pay
property taxes for the support of the schools, and their presence is
generally an economic asset to the community. Federal support
therefore based on the fact that they work on Federal property certainly is unwarranted and the impact aid program should be revised to
restrict payments only for those children whose parents both work
and live on Federal property.
Additionally, further savings could be realized through a better
targeting of funds. For example, aid provided under the current
impact aid law is not based on the extent of adverse fiscal impact due
to the presence of Federal operation on school districts, nor is the
aid targeted to the most adversely affected district. There is an
Administration proposal under which impact aid programs would
not be made to school districts with entitlements less than five percent
of the total current expenditures for the preceding year. These school
districts derive a relatively minor share of their total operating budget
from the impact aid program, and could absorb such amounts from
alternaL !e sources. Savings in this area could therefore amount to
$260 million or more.
D~nE

The national defense category is one of only a few areas in which
reductions are proposed from the budget as submitted. But beyond
that, the reductions would be by far the largest of all, amounting to
a reduction of about $8 billion in budget authority and $4.3 billion
in outlays. We are concerned by the seemingly cavalier treatment
accorded our national defense needs by the Committee. While we
believe that some cuts can be legitimately supported, excess cuts in

-

~the defense program for reasons of short-term fiscal expediency are

dangerous if they lead to significantly reduced readiness of our forces.
One reduction reflected in the resolution is $1 billion in budget
authority and $700 million in outlays that is proposed on the basis
that. the Defense Department could compensate for such a cut by using
funds available for transfer from prior years and through taking
credit for the sale of equipment that does not have to be replaced in
FY 76. It is our understanding, however, that based on experience
over the past two years that what funds may become available from
prior years would be needed for reprogramming just to compens
for unanticipated inflation in accounts where local inflation rates have
exceeded the national average used in preparing the defense budget.
Moreover, in recent years sales of military equipment for which no
replacement is required has been declining. As can readily be seen from
news reports, the majority of current equipment sales are of more modern equipment only recently introduced into our own inventory. In
some instances such equipment has been sold to other countries right

...
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out of the hands of our own operating forces. Possibly some savings
can be achieved here but it appears it would be more on the order of

$60 million or so.

Otherprposedx'reductions are-asociated-with- reduoinj imbnd• •t ...thority and outlay by $.5 billion to reduce the cash balance in the
defense stock funds. These funds are used to acquire inventories of
consumable materials and supplies. The stock find cash balance is
sensitive to inflation and the balance has in fact declined significantly
over the last two fiscal years. In fact, all $.5 billion of the direct budget
authority requested for the stock funds is actually to buy war reserves
of fuel, weapon system repair parts, and other combat essential war
reserves, not merely to increase the stock fund cash balance. Less than
a third of this budget authority would produce outlays in FY76. While
it may be possible to make some downward adjustments in budget
authority relating to this area, it is difficult to see where reductions
in outlays could be realized without hampering the readiness posture
of our armed forces.
A somewhat similar situation exists with regard to proposed reductions associated with funds for other war reserves and for the Inventory Replenishment Fund, which likewise could be extremely unwise
in view of the state of tensions in the world. Included in this area are
such items as the procurement of reserve stocks of fuel and repair parts
needed primarily to support forward deployed forces and preos
tioned equipment. Several hundred million dollars of this prop
cut
would duplicate the $.5 billion proposed cut in the stock fund. This
reduction also includes ammunition that might be used by our allies in
time of war. These stocks are built up and maintained in U.S. inventories against the possibility of a conflict in which the U.S. and allied
forces would be fighting side-by-side. These stocks could not be released
to those allies without congressional authority.
Use of these funds for such procurement would require legislation,
which has already been proposed. An additional purpose for requesting funding in this area and in which a cut is proposed is for an Inventory Replenishment Fund. This would permit advance procurement of weaponry currently in demand for sales to our allies. The lead
time involved in the procurement of many new materials is multi-year
and the Defense Department has been forced to draw on its own active
inventories in order to make short-range sales to our allies and friends,
such as Israel and others. This results in a lower state of readiness of
our forces until the equipment can be replaced, some times 2 or 8 years.
The intention is to increase procurement rates of such items in advance
of sales so that we do not have to reduce our own readiness as the result
of sales. Some reductions associated with this area may be possible
also, possibly a third of those suggested, but not on the magnitude
su
by H. Con. Res. 218 amounting to a reduction of $1 billion
in futdgt authority and $600 million in outlays.
Thresoution alsc reflects an arbitrary reduction-of $1.6 billion in__
budget authority and $1.8 billion outlays associated with what is
charged is an over-stated inflation rate. The Defense Department
states that it simply did not use an inflation rate of 14%6 on investment
type items as was suggested, but that the rate used was about 8%.
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As to program growth, the Defense Depaitmet poitinistt
reductions in prior years has retarded tYe modernzai=oin rate of
with obsolescence or with the increasmi sophistcation of the threat
Therefore a request has been made for fun-ding to provide real progra growth of about $&5 billion in the iv
stmnOCuntai primarily for the modernization of conventional force The reductions
incorporated in H. Con. Res. 218 would cut out about 80% of the
real growth in budget authority, $4 billion, and this it issaid would
reduce about a $123billion reduction in outlays in FY76. The broad
bush treatment given to pr
growth could result in unduly
downgrading our defense effort. Possily some of the Defense Department's planned development and production rates may not materialize a rapidly as planned, and some reductions in invetment accounts
may be made which would not be seriously detrimental to the real rate
of progress in our important new programs so that some reductions
are possible. However, the reductions in budget authority and outlays
should be in the range of $1.5 billion for budget authority and $500
million in outlays.
The reductions in the defense category which we have referred to
could total approximately $3billion in budget authority and $1billion
in outlays for FY 76. These are substantial, but at the same time should
not unduly hinder our defense effort. We also think it appropriate to
discuss tt this time the economic impact of defense spending. Under
ordinary circumstances, in no way should the defense program be
viewed as a '"make-work" effort. HowevGr, in these days of uneanployment, we simply cannot be unmindful of the effects of reductions in
the procurement dollar on the employment picture. In overall terms,
it is estimated that each billion do-llrs of outlays is associated with
direct and indirect employ yment of up to 125,000 people. This means
that the $4.3 billion reduction in outlays represented by H. Con. Res.
218 for defense could adversely affect employment for up to 537,500
workers. Furthermore, many of these are key, skilled workers in mdustries essential not only to our national defense but to our economic
well-bemig generally. The implications of cuts in this area should be
thoroughly understood.
Duuwr L. LATrA.
ELwOPRD A. CFEDEREO.

HauN T. SCHNEBL.
JAmS T. Biormur.

Dz

CrAwsoN.

JAMES F. HASnNGS.
GANM E. SmIvE•
BARBzR B. CoNABLE, JR.
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ADDITIONAL VIEWS OF HON. ELFORD A. CEDERBERG
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~b ~ist~tinof
fiscal year 1976 proposes a fameworkifir congressional acffti-0--duce the two pressing problems of the present-day U.S. economy"-high
~ unemployment and hich inflation.
There is widespread concern, which I share, that our present eco
nomic difficulties may deepen if public policy does not respond in
fashion. egress has a clear responsibility
timely and appropriate
under the Budget Control Act to participate in this public policy
process, and this concurrent resolution is the appropriate and timely
vehicle.
Vl OF T•ME ADDiMONAL VW
TM o
While I agree with the need for initiatives in economic policy, and
the intent ofthis concurrent resolution and the accompanying report,
I cannot agree with the specific estimates and policies proposed to
support those objectives.

There is persuasive evidence that a deficit of the size proposed b

the Commitntee will entail a high level of Federal borrowing, which
will congest financial markets, revive inflationary pressures, retard
economic recovery, and sharply reduce desired increases in employment.
The margin for error in estimating effects of present and impending
legislation on actual Federal finance is large and uncertain. No precise calculation of this margin is presently available. Yet its upper
range might reach an order of magnitude approaching $80 billion.
It would be a service to the American public if the Committee report
dealt more fully with Federal finances outside the official budget categories-off-budget agencies, Government-sponsored enterprises and
Government guaranteed borrowing. Estimates in the budget documents
place the deficit-like shortfall in these activities at $2 billion.
It must be emphasized that it is the full extent of these Federal
financial operations which actually affect markets and create the impacts on our economy. The target figures, deficit, outlays, and others,
do not take full account of these operations or their impacts. Yet the
new budgetary process we are now taking part in offers us an opportunity to take a close and searching look at the figures that really
count. It is imperative that we make good use of this opportunity.
~
Only as we take account of the real magntude of the problems facing
us are we enabled to take effective action..
"(W
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marked the fall and winter months o:f 1974 and early 1975 is reflected
in steadily rising unemployment which lasa now passed the eight million mark."
Pricespaid by consumers, as measured by the Cusumer Price Index,
rose about 8.8 inM1973
m
and.a further12.2% in 1974. Some price rmes
were more severe. Food prices paid by consumers rose about 20%. in
1978. Energy prices to consumers rose over 21% in 1974.
. The impact of these price rime was felt by a wide spectrum of wage
and salary workers and their families, reducing their real incomes
sharply and forc. them to cut back many accustbmed and discretionaryfforms of spending.
One consequence of this curtailment was experienced in the sharply
declining sales of consumer durables, which dropped over 18% in the
last quarter of 1974 (adjusted for rice changes), which would correspond to about a 45% decline in he annual rate of purchases in red
terms.

Consumer

ding generally fell at about a13% annual rate in

real terms, inhe last quarter of 1974.
As a result, business inventories of unsold goods rose and rates of
production were adjusted downward. Total output of the economy,
Gross National Product, declined by about 10% between September
1974 and March 1975.
POLICY CHOICES AND IMPACTS

The choices now confronting public policy involve planning for
economic recovery and increasing national output and employment,
while avoiding a renewal of the infationary forces which substantially
brought about our present economic difficulties.
A crucial part ofthis decision-making involves the size and expected
economic effects of the Federal budget for fiscal year 1976, which
begins this July. The House Budget Committee proposes the following
targets for major budget aggregates in fiscal year 1976:
(1) Revenues
-------------- $290 0----------(2) Budget authority
(8) Outlays

(4) Deficit

------------------------------------

------------------------------------------------

-------------------------------------------------

(5) Public debt. -

---------------------------------------------

95.6
6

7.2

2

20

The size of the expected deficit has become a major concern in discussing and choosmn these_
trget figures. It must be realized that net
new Kederal borrowing will be larger than the deficit figure because
there are off-budget components of -Federalborrowing to be added.
Thus, for example, the mid-March-budget testimony of Secretary
Simon visualized the possibility that impending additions to Federal
spending could lead to a deficit in the neighborhood of $80 billion.
On that assumption, new Federal borrowing could reach about a $94
billion level. What impact would this have on financial markets!
Would it compete with private business and consumer borrowing to
s~~
BI•8 April report on March unemployment Indicated about 8.$0 million people actually
unemployed (seasonally adjusted to 7.98 million at 8.7 percent annual unemployed rate).

665
90

•
•-•

an extent sufficient to crowd some private borrowers out of the
market-and thus reduce levels of private borrowing needed to finance
economic recovery I
this problem, but relies, optiThe Committee report recog
mistically, on the assumption that decline trends in business and
Feeral borrowing without
consumer borrowing would allow lar
interfering with private credit needs. Moreover, it assumed that much
of the new Federal borrowing could be short-term, since short-term
private demand and interest rates have both gone down substantially
m the last few months.
Unfortunately for this assumption, business borrowing has recently
increased strongly, and both short- and long-term rates are turning
upward. Corporate bond borrowing reached record levels in the first
quarter of this year. Treasury !)ill rates reached a low in the first
quarter and are now rising again. These market movements make it
likely that federal financing o -alarge deficit will encounter competing
demands from business. Some corporate bond issues are now being deferred and more will be crowded out of markets if large new Federal
borrowing occurs. These actions would clearly impede business recovery on which the jobs and earnings of most people depend.
Another major element oft private credit needs involves housing
finance. Housing starts have fallen from nearly 2.4 million yearly in
1972 to less than a million annual rate in early 1975. Mortgage rates
have been at record highs in this period. This has meant that a great
many home buyers were unable to finance new homes. Recently, housing starts improved modestly as mortgage rates moved downward. But
if large new Federal borrowing crowds capital markets, these mortgage rates will rise again and housing construction will again decline,
reducing the supply of new homes and further depressing construction
industry unemployment. If Federal borrowing is more modest, this
sector of private industry and consumers will be better served.
The Committee report also proposes that a part of new Federal
-borrowing be taken up by Federal Reserve purchases of the new securities. This poses the familiar problem of "monetizing" this portion of
the new debt. The Reserve Banks would pay for their purchases with
Reserve Bank credit for Treasury account. When the Treasury writes
checks on these accounts, the payees deposit proceeds in commercial
banks, thus furnisgiing additional reserve credit or "high-powered
money" to the banks. Through operation of the fractional reserve principle, this process stimulates a multiplied expansion of bank credit.
If the portion of the new Federal deficit financed in this way is sizeable, it creates a strong prospect that too much monetary expansion
will result. One recent estimate indicates that if 20% of new Federal
borrowing at a $70 billion deficit level is financed in this way, a
.12% increase in the money supply could result.
Dr. Arthur Burns, Federal Reserve Chairman, in a statement to
the Budget Committee, indicated that impending additions to Federal
spending, plus off-budget outlays and those of government-sponsored
enterprises, could lead to a Federal finance figure above $100 billion.
He warned that "enormous strains may be placed on money and capital
markets," and that "interest rates may begin to shoot up, that many
private borrowers may be crowded out of the market, that savings
funds may once more be diverted from mortgage lenders. . "
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The Committee, in considering the level of this impact, relied on a
small sample of bankers' and economists' views. The Committee then
concluded that expert financial opinion justified their presumption
that Federal borrowing to finance a $78.2 billion deficit could be safely
undertaken without rekindling inflation. Nevertheless, an American
Bankers Association letter expressing "a working consensus of our
industry experts' views" stated,
It is generally acknowledged that a deficit in the range of
$50-75 billion can be financed in our money and capital markets during FY 1976. Financing an amount at the upper end
of this range, however, involves the risks of generating either
of the following potentially serious side effects:
1. If too much of the deficit is financed by Treasury
borrowings from the public, particularly as the economy
recovers, private borrowers will be crowded out of the
capital markets. The resultant upward pressure on interest rates could hamper economic recovery.
2. Alternatively, if Federal Reserves and Treasury
operations are conducted to monetize much of the new
debt, the result will be an excessive expansion of the
money supply and the rekindling of inflationary pressures.
Clearly, a substantial measure of skill and forbearance
will be required on the part of all concerned to chart a successful course through this troubled period. Recognizing the
uncertainties involved, our conclusion is that great caution
should be exercised in enacting any measures that would expand the projected FY 1976 deficit beyond, say, $50 billion.
This amount of fiscal stimulus, coupled with a steady moderate rate of monetary expansion, should serve to carry, our
economy back onto a path consistent with our long-term
growth potential.
This is certainly not a green light for a $73.2 billion deficit to be
financed safely without renewed inflation.
These factual considerations squarely challenge the Committee report proposition that so large a deficit may be financed without inflationary consequences. They indicate large 'Federal borrowing impacts
on capital markets which will impede business recovery. They imply an expansive monetary policy to support the Committee's fiscal
measures which could dangerously do-stabilize our monetary system.
This appraisal of the-Committee report has pointed to the dangers
of renewed inflation in relation to the size, timing and method of
financing the proposed deficit. It does not intend to imply that more
inflation is unavoidable; rather, it points to some crucial limits affecting the range of public policy choices. It Ipoints to the dangers of too
large a fiscal stimulus, too long a duration, and too great a reliance
on monetary expansion. Moderation in all these respects may provide
a more balanced economic recovery, with improved chances of more
stable price levels in the future.
The character of the fiscal stimulus expressed in the Committee
report is also subject to question as to expected results. Understandably, it is job-oriented stimulus, involving public service jobs and a
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speed-up of public works projects, including highway construction
and the like. Unfortunately, previous experience suggests that these
programs add laew jobs relatively slowly, that they often transfer
skilled employees now working into the new programs, and that the
cost of job creation in this fashion is very expensive in comparison to
private employment. At best, it appears that such a stimulus will come
too late, last too long, and cost too much for the expected employment
increases sought.
These limits on fiscal strategy help to emphasize the importance of
price stability as a goal, in moderating the peaks and valleys of economic fluctuations. Our experience over the last two years or so has
shown us how seriously uncontrolled price rises can reduce the purchasing power of consumer incomes, thereby also reducing business
activity, overall employment and output.
This recent inflationary experience is not an isolated phenomenon.
The process has developed momentum over a long period in which
large deficit spending by government has taken place at relatively high
levels of employment and output, at times facilitated by strong monetary expansion. These circumstances, in combination, constitute a
classic recipe for continuing inflation. Their persistence, over many
years, re-emphasizes the importance in the economy of the budgetary
decisions of the governmen t .
It is an experience that provides a sobering reminder of the severe
damage that inflation can inflict on us. It reminds us that inflation
is not a secondary concern or minor irritant. It is a consequence of
past unwisdom in our economic choices. But above all, it is a prime
cause of severe economic disruption which destroys jobs, depresses
productive activity, and hijures human well-being on the widest scale.
THE MARGIN OF ERROR, UNCERTAINTY7 AND RISK IN COMMIT= PROPOSALS

q4

If the Committee's proposed deficit of $73.2 billion entails unacceptable risks, as I believe it does, then a significantly larger deficit evidently entails much larger risks. Accordingly, we must give some attention to margins for error and uncertainty which arise through estimation of congressional and other actions which affect budgetary decisions and their consequences.
An accompanying table illustrates some $30 billion in potential
error and uncertainty in the Committee's proposals. The items covered
include ranges of difference in current estimates of the fiscal 1976
budget, major program estimates not included in the Committee proposal, and differing program and economic estimates. While this table
does not represent precise dollar estimates, or predictions of congressional and other actions and inactions, I believe that it does represent
a valid approximation of the margin of error, uncertainty, and risk,
over and beyond the Committee's proposals.
A further major element not included in the Committee's proposals
is the activities of off-budget agencies, Government-sponsored enterprises, and Government guaranteed borrowing. The fiscal 1976 budget
documents estimated the deficit-like shortfall of these activities at
$26 billion. These activities, while not included in the official budget
totals, substantially enlarge the actual and potential scope of Federal
financial operations, and their impact on the economy.
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The overall scale of these additions to the target deficit and outlay
figures makes it clear that the actual risks of severe strains on our
American economy are far larger than those envisioned in the Committee report, In my view, they constitute an unacceptable risk, which
the Congress should recognize and reject.
MARGIN FOR ERROR AND UNCERTAINTY INTHE FISCAL 1976 DEFICIT PROPOSED BY THE HOUSE BUDGET
COMMITTEE
[In billion

HBC

Alternate

estimate Source

1. Current estimates, HBC and OMB:
Changes Intax receipts:
Rejection of ewer tax proposals ............................... +1.9 +11.+.59
Tax cuts 0(ouse bill)........................................+3.8
Increase Inrevenues from greeter stimulus ..................... -1.7.........

OMB
OMB

Changes inoutlays:

pts lo.o .............................
Osor eoIand recei
to date ...................................

- 4 +.9
Assured changes
+8.3
Subtotal, difference Incurrent estimates ...................... +14.4
2. Major program estimates not Included byHBC:
I +. 5+2.2
.......... ........
Emerlgncy agricufture price support (H.R. 4296)
.............. +1.5
Health Insurance for the unemployed (S.625)......
Antirecesslon grants (JEC recommendation) .................................. +5.
+.1
.....................................
Changes Intax bill from House version
Subtotal, proam estimates not Included by HBC .......................... +13. +1. 2
3. Difference Inprogram estimates HBC and OMB:
Rejection of reduction legislation ................................... +7.6 +12. S
+1.9 fI
Unemployment compensation (JEC recommendation) ...........
3.0
2.0
..
Additional public service jobs (JEC recommendaton) ...
3
+3.0
................
Increased public works projects .•leadrship program)
.:,MB
Increased urban mass transit and highway projects (Public Works rcoin- +1.3
mendation).
+•7 ........
Increased school feeding and related programs ....................
.1 -4.3
Other new spending proposals ..............................
Subtotal, differences Inestimates ................................. +22.6 +30.4
4. Differences ineconomic estimates, HBC and OMB: Lower unemployment and -3.9 . -1. 1.
CPI assumptions.
5. Major spending reductions by HBC not inOMB estimates:
Defense ......................................................... -4.5 ........
Petrodollar facility ................................................ -1.0 ........
Ery equalization payments ...................................... -7.1.
Subtotal, spending reductions.................................. -12. 6 ........
6. Other changes, not .................................................... +. I ........
Total, differences .................................................. +21.3 +511+52. 8
51.9
Original estimate of deficit ................................................ 51.9
10& 0-104.7
Total deficit, with differences inestimates ............................ .73.2

Cid

utnch ac amendments (H.R. 4 ............ . 4

'COO estimate of House bill.
. OMS estimate of Senate bill.

ELFoRD

0MB

OMBrCBO
OM
0M
OMB

M

OMB
OMB
OMB
0MBoM
OMB
OMB
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SEPARATE VIEWS OF HON. JAMES G, O'HAIRA
My d~issethas two aspect&..One rektes~toth%? rw dwuxqwd format
the Committee was forced to, use t!xrough lack of time in whuichto
formulate more suitAble alternative, and the other to the acceptance
by the Budget Committee of the Administration's proposal that limits
Sbe imposed on cost-of-living 'increases to 1) Old Age Survvors Insurance; -2) non-disabled railroad retirement income; and 3) pay, allowances and retirement income of Federal employees (both civilian and
military), other than the disabled.
The limits suggested by the Committee result in net savings in outlays of $3.2 billion, i.e., less than 1%of the Committee's recommeudation on an outlay level.-The $3.2 billion would represent an increase
in the deficit figure of only 4.2% of the total deficit, assuming no
change in the Committee's level of revenues. This small saving Would
be achieved by denyimg to these groups, the victims and not the cause
of runaway prices, the protection against inflation promised them by
the Congress.
PROCEURESA=,l -?ORMAT

It should be emphasized that the Budget Committee's action this
year is a trial run, restricted to identify Revenues, Budget Authority, Outlays, Dqficit and Public Debt. Temethod used to arrive at
these figures should not constitute a precedent. There being insuMcient
time for any other approach, the sixteen functional codes used in the
Presdent 13udget became the basis for the Committee's analysis with
the result that the level of funding of several distinct Congressional
legislative categories was obscured or lost in their being lumped
together.
For example, Code 500 "Education, Manpower and Social Services"
aggregates three major categories, each of which merits consideration
in Its own right. Code 400,"Commerceasnd Transportation" and Code
300 "Natural Resources, Environment and Energy" are other examples. When it reviewed Code 500, the Committee could uot readily
identify and compare individually the past, current and proposed
levels of education, manpower and social services. It would have been
less complicated if these could have been dealt with separately, particularly because manpower represents one of the key • native cat.grnies in which antirecessio,measures can be adop by Conges
that would have an immediate impact on unemployment.
Furthermore, by reviewing these sixteen functional codes virtually
in numerical suence the Committee mnay have inadvertently ignore
one •of its intended functions-that of determinIng national spending
priorities. In fact the Committee's review of0C0de 500 took second to
last place when members' thinking ws getlyiuenced by an esti.
mated deficit that had reached apjproi.aly $7o,
6bil ,already
exceeding the Chairman's target of $75 billion. It would have been
,,

52.659 0

-

15

-

43

'

(105)
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more in keeping *ith the aim t6eetablish priorities had the COmmittee
considered first the major human problem, unemployment which is
at 8.7% and increasing. Had we done so, decisions relating to stimulus
of the economy by means of public service jobs public works programs,
housing construction and so on, could have been arrived at without
our having been inhMibted as we were by the level of the deficit. The
levels of other activities could then have been cut to suit the cloth
available as defined by the Chairman's target of an acceptable deficit.
Simply because an eleventh-hour decision was made to undertake-the trialrun on a limited basis this year, no procedural precedent
should thereby be deemed established. When members of the Committee have had time to reflect on the hectic six weeks that lie behind their
first (ever) Concurrent Resolution on the Budget and accompanying
Report (in the preparation of which the Budgt Committee staff deserves the highest praise for a tremendous effort), steps should be taken
to identify how a House version of the budget should be prepared,
perhaps by using codes or categories that cover activities and programs
under the urisdictional control of each of the standing committees.
This would enable the Budgt Committee to submit its Report in a
format that can be understood by the House more easily than one based
on the sixteen functional codes of the executive branch.
Although the sixteen functional codes have sub-functions which
ostensibly break them down into more understandable and homogenous
categories of programs, the sub-functions do not, in fact, provide a
satiatory bais for Congressional use. Many compromise programs
in several jurisdictions of different standing Committees, and involve
such gross numbers as to make it impossible to relate these figures to
the specific program concerns of these Committees.
flOPOSM LIMI

ON COST-oF-LVNGo INMAS

While in basic agreement with the concern of the Chairman and my
colleagues on the Committee to keep the deficit at economically sound
levels, I cannot support economies at the expense of groups of individuals, some of whom are among the most hard-pr
in the nation, to
which the Congress has made commitments, both moral and legal.
The President proposed a 5% limit on cost-of-living increases that
are by law due to be paid to a wide ran of people encompassing
Federal and ex-Federal (retired) employees, recipients of Social
Security
payments
and supplementary
security
income,that
and much
retirees
(including
the disabled)
fromrejected
the railroads.
I
am
of
the
President's
proposal was
by the Committee, but I cannot

Zlad

support
e
its actipol
which rec

temmnd'thatthe Cotgress establish somec

such limits. For Fderal employees (civilian and ilitry) the Budget
suCommittee would have the Congress legislate a 5 ceiling on any costof -living increase. For non- rled retirees (Federal employees, railroad retirees, and OASI beneficiaries the Committee
em effect recommeards legislation that establishes a theCg on any such increase.
Column 1 of the following table shows the rei auction in spending
(outlays) as proposed by thea
President's Budget on items which the
Budgts
Committee did not reject. Column 2 shows how the Committee
has adjusted these remaining items.
/"-ff

•.• "

•L :•.:.
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SAVINGS INOUTLAYS
fin millions]
Reduction
Reduction
prmsdb
eaned by Budge
President
Commite

ASOI

al Security).................................................

Railroad retirement .....................................................

,546
116

$66247

Moral employees:
Fedora employee retirement .........................................
Military retirement
... .................... ................
lta, ,y........................................................
DID v i ian pay ....................................................
civilian pay allowances.....................................
Subtotal, Federal employees ........................................
Total ............................................................

773
617
410
1
2,991
5653

2543
2364
656
410
1
2,50_
34217

656

AOASI only.
I Nondisabled only.

By denying the imposition of any limit on cost-of-living increases,
which is my strong position, the Committee would increase the outlay. level in the First Concurrent Resolution by the countss in Column 2 which total only $3.217 billion.
With respect to Federal retirees, both cvilian awd military, and
with respect to the non-disabled retirees under the Social Security
Act (OASI) the Congress enacted laws committing the government
to cost-of-living raises to these groups.
Retirees generally are-living on fixed incomes which they are unable to supplement even in times of full employment. Because of
age, they are unable to work even when work is available. This has
been recognized in our past practice of providing cost-of-living escalators to the various classes of retirees. In so doing, we have not been
giving them a gift or gratuity. We have been doing equity. They have
paid their taxes throughout their working life. They have contributed
in various ways to their retirement funds. We have not been giving
them something for nothing. We have been providing them with
something aproaching constant dollars in their retirement through
the cost-of-living escalators in order that their retirement income
might bear some reasonable relation to what they paid in.

Most of the retirees live on the fringe of desperation--eking out
a bare existence. It Will not do to say that the reduction we are causing to their pensions is small. Those reductions may be small to us,
but to most of the retirees they are enormous. The average old ago
survivor beneficiary today, a widow for example, is getting only $101
per month. Neither she, nor the many below the averageooks at$
less a month as something small. This, however, is what the Budget
Committee proposeL
The pay of Federal employees, military and civilian, is fixed by law.
The Congress, by law, has established a system by which their pay is
to be kept comparable for similar work in private business and industry. Comparability has always been something of a myth, of course,
since the mechanism always involves and maintains a 6-month la.
Comparability, such as it is, however, has served to keep the red.
eral employee reasonably close to his counterpart in the private see-
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tor. Now, when the provisions for the adjustment necems-a to maintain that comparability are most needed, it is proposed thAt we put
limits on those adjustments.
To establish such ceilings would be arbitrary and unfair to a
group of people who deserve better treatment.
It wourd very likely destroy the very principle of co. parability
as well. Can we be sure that the gap we propose to establish between
Federal employees and other worlmrs would over be removed I
It may be, as some of us are leased to allege, that some of the Federal employees are overpaid. If that is so, we should do something
about it. We should do so carefully, however, and explicitly, and
only after ful attention to all the facts and details. We should not
do so, we should not depart from the principle of comparability, with1
out careful study.
Fortunately, even favorable action on the Budget Resolution will
not have the effect of change existing law m these respects. Committees of appropriate jurisdiction will have to consider these proposals and the Congrts wVI hive an opportunity to work its-will on each.
While in the main, I al. olaud the work and the product of the Budget Committee, I cannot endorse or support its recommendations that
the law be changed to impose ceiling on these cost-of-living increases.
What the Administration propo was that we renege very substantially on the legal and moral commitment previously made. What
my colleagues on the Budget Committee propose is to renege, but not
quite so substantially. In principle, both proposals are wrong, both
legally and morally. And what ti perfidy would accomplish is a reG. O
duction in outlays of ees t•in one percent.

DI.. ENTINGTVIEWS OF lIONS. OMAR BURLESON, PHIL
OW-ItUN ELS ,'''"
LAIDRUM AnD
TR.WODUOTION

W6resolution.,
are alarmed
dismayed
-by ýthe bndfet figures presented in
this
In afid
particular,
-we aft strongry oppoed
opoe0 "
tooth
the $78.
billion, deficit presented. We feel this is a encouragement for the

Congress to go far beyon(i this figure; perhaps asshilia $9).billiom.

Our deep boncern'is tempered only by the unprcedented economic
condition of ourNation
adverse
a serious
haveand
deficit could' easily
,r dlnanciatmakete.
i
impact, on thistagnins
]ý&atious
U+na_
short-term
in-

e.reast tes, as -wellisthe inflation rate, maybe .forcedhigher because
of the enormous amounts involved.
Although we recognize the need for an economic policy which will
lift our economy out of today's serious recession, we fnd the $28.4 billion in stimulative tax cuts and programs incluedein this measure to,
be excessive and, in our opinion, injurious4 In addition, we find most
of the $542 million in fundingfor other new programs, which are not
categorized as stimulative, to be unwarranted at the present time.
FUNDING THM DUFICIT

It should be noted that a selective sampling of the op inos of

.

certain bankers and economists across the Nation by the Committee
staff and during our hearings revealed that the appain deficit which
we face could, under certain circumstances, present serious problems
to financial markets. The level at which a deficit of this maigntude
will begin to'cause problems is dendent upon the, demand, o loan
moniesfromi the private sector of the economy which in turn is dependout upon our economic health. However, most experts in this field agree
that the deficit figure presented in this resolution is very close to the
upper limit of- that federal deficit which could be, absorbed by ahe
financial market during the upcoming fiscal yearunder existig
conditions of low private demand fok loanible funds.-We consider it
distinct possi-bity that piivate demand for investment funds will
..a r.evýived'by_
the time Feoral borrowing related to the $7•3. billion
or more deficitcoimme
on a full-scale basi. It should be noted that
this budget recommendation provides for various economic stimulus
programs amounting to $13.6 billion which will, most likely, contain
tiroughout the fiscal year whether or,not'the economy begins its climb
out of its present reCesionary *posture. Unemploymqnt rates are not

exp~ toafll, below 7.'

evenif thestmi r seu

,.Thu,

it does not appear likely that the Federal deficit will decrease appreciably even if the Nation's economy revives and, thus, even if private
borrowing needs expand in response to this revival.
(107)

674
108
If the Tax Reduction Act is extended beyond December, 1975, as
is anticipated by the Committe, the financial market in the last two
quarters of fiscal 1976 may find itself responding to a massive amount
of Federal borrowing on top of a major increase in demand for private
borrowing. The end result could very well be displaced borrowing
in the private sector, high interest rates in short, intermediate and
Ions term markets, and a resultant renewal of double'digit inflation.
The enormous and unstoppable stimulus programs in s budget,
coupled with a possible increase in private borrowing demands, could
do the economy more harm than god.
The only way to finance Federal spending is through increased
,revenGe, decrease spenng, ,or borrowing. This time-worn axiom
has never been more evident than during the deliberations of the
Committee.
We strongly diapprove of the extensive use of borrowing to fund
this increase in spending and we urge each Member to consider fully
the fact that this budget recommendation will bring the public debt
to an astronomical total of $624 billion.
PAWr DMEIrS

During the Committee's hearings and deliberations, there was general agreement that our current economic difficulties are, to a major
degree, the result of weakened budgetary restraint on the part of
Congress in years past. In the past decade, Federal outlays have
balooned from $118.4 billion in fiscal 1965 to $813.4 billion in fiscal 1975,
an increase of 265.%. -The outlays recommended in this resolution
represent a 17.5% increase over outlays in fiscal 1975, an annual rate
of growth that is -.eaching geometric proportions, even when, compared to recent spending increases attributable, in part, to the Vietnam
war.
Deficits have grown rapidly over the years and they, too, are now
ncreasing by leaps and bounds. Duri
President Truman's second
term of office the Federal debt rose by $13.8 billion. In the 8 fiscal years
of the Eisenhower administration it rose by $26.8 billion. The Kennedy-Johnson administrations experienced an increase of $74.2 billion.
Since fiscal 1969, the Federal debt has risen by. approximately $171.9
billion. The enormity of the deficit proposed in this budget recommendation i exemplified by the fact that it will approximate the
entire debt increase incurred during the Kennedy-Johnson administrations. It is equal to almost 48% of the entire public debt incurred
during the past fiscal year&We are deeply concerned about this unchecked growth in Federal
deficit spending and we strongly oppose its continuation for another
fiscal year.
OV STIU•ATON
The Committee decided to include a significant amount of funding
in its recommendation which is meant to stimulate the economy out of
its recessionary posture. The signators of these dissenting views are
deeply concerned about (1) the impact of these funds on the deficit,
own
_(2bthe inflationary impact of these expenditures, and (8) the possiNr-1- bility of overstimulation.
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It should be noted that this resolution includes the following
lation which collectively may be categorized as economic stimulus
legislation:
MRNe.

,.L2166..u......
H.t. 445 ........

lunIliose

Title
&

ion~t............ ...............................

. .
. ..........
Emergency Middle Income Housinl Act o7......................
.9.
Emeency Employment Appropraions Act..........................
H.R. 4220 ..S,
t
Service
Jod
btN
.................................
H.Pu
...
H.L. 5247-.....Emergency Local Public Works Capital Oevelopmentand Investment Actor 1675
H.R. 37866.....
Other bis.......

Hl~iway Projects bill...............................................
.................................

Amount economic stimulus legsation Included Inthis reoluton .........

.6$

.lI

26.

We foresee the strong possibility of massive overstimulation for
several reasons. The expenditures represented by these programs will
continue throughout fiscal 1976 whether or not they are effective stimubeunstoppable jtrograms once enacted into law under
even the most opthimsic economic forecasts for fiscal 1976. Estimates
are that unemployment will ke somewhere over 7% troughout the
fiscal year and thus the Committee's justification for these programs
will continue even after the economy begins its recovery.
The end result will be an extensive proliferation of new Federal
programs with all of their accompanying problems and with a life
expectancy that will certainly have a significant impact on the fiscal
1977 budget and those succeeding it.
TAX EXPENDiTURS

The question of tax loopholes, inequitable tax laws, and tax expenditures in, general was reviewed by the Committee. It was decided
that the Committee would not make any major economic policy decisions in the field of tax expenditures at this time. The signators
of these dissenting views acknowledge the complexity of this area,
are aware of the time limitations under which the Committee has
been working, and recognize that theHouse Ways and Means Cornnittee will be preparing general tax reform legislation for consideration of the House. However, the Congressional Budget and Impoundment Control Act of 1974 mandates the Budget Committee
to request and evaluate continuing studies of tax expenditure& We
will support the establishment of a Budget Committee Task Fores
on tax expenditures to implement this mandate.
REZVENUEB SHARIG

The Committee did not feel it was realistic at this time to make an
economic policy decision in favor of amending or repealing the $8
billion general revenue sharing program. Funds for this questionable
program have been authorized through December of 1976 and thus$
this program represents $7.2 billion in automatic outlays in fiscal year
1976. To change this outlay will require a change in existing law. The
signators of these views feel that this program would be beker tied

676
'110
as the DefW SharingProgram We are particularly concerned about
the wayS in which some of these revenue sharing funds are being
spent.
We question the obvious dependence of State and local governments
on Federal funds that has evolved during the short life of this pro__•

gram and we note it has demonstrated clearly that States and local

governments do not face common fiscal requirements. We consider
these problems to be extremely serious especially in view of the fact
that the Nation contains over 3ý000 counties, 17,300 townhps, 18,.60
21,000- additional special
20G00ofschool
districts,units
and per
municipalities,
districts. The range
governmental
'State extends from a
low of 19 in Hawaii to a high of 6,458 in nlinois and averages out to
about 1,600 per State"
This enormous quantity of Federal spending amounts to just under
10% of the deficit recommended in this resolution. We cannot condone
the continuation of a questionable program of this size under existing
economic conditions.
.lANDING 0COrMM

ZEOOMXENDAMIONS

The standing committees of the House, in their March 15 reports to
the Committee on the Budget, recommended outlays bf $398.4 billion.
Using the Budget Committee's projection of estimated revenues of
$295 billion, these Committees collectively presented the Committee
with a.$103.4 billion deficit recommendation.
The Budget Committee did not accept a major Portion of these
recommendations. Although the House of Representatives has already
acted to adopt some of these proposals, including the Tax Reduction
Act and the Emergency Employment Appropriations Act, the signators of these views strongly recommend that each and every new progrm and each and every expansion of an existing program be carefully studied and be tejec6d wherever reasonably possible by our
fellow Members.,
CONMLYSBION
For the foregoing reasons, the undersigned oppose reporting this
concurrent resolution to the House of Representatives. We recognize
that the Committee has bein guided by a desire to be accurate and
realistic, that it was restricted to a certain degree by a shortage of
time and that it was handicapped by a unique set of economic conditions of severe unemployment and unprecedented inflation. However, we feel it is our duty to voice our concern and to clearly indicate
that we cannot approve a $78.2 billion defici.• recommendation. ,
Oimwt Bwz.soN.
PHIL LAND rm.
HAuow RtMN•MU
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DISSENTING VIEWS OF HON. ELIZABETH HOLTZMAN
It is with some reluctance that I oppose the House Budget Commiittee's recommendations. Unfortunately, I cannot agr91e ith the
priorities for national spending that are reflected m this budget
resolution.
. When Congress created the House Budget Conmmittee, it did so
hoping that we would be able to control federal spending and set
national priorities that reflected the concerns of the people. The
Committee in my judgment did not fulfill this man-date in the
resolution it adopted. Even though the Committee has not been in
existence long enough to be ia portion to scrutinize the entire federal
budget in miute detail, that does not excuse its failure to redirect
taxpayers dollars to human needs, qut obvious waste and defer
unnecessary sending toa later date.
In parti-a, Idis
with the Committee's recommendations
because:
(1) By placing a 7% cap on Social Security benefit increases, the
Committee" chose to economize at the expense of people instead of
unneeded programs, and even worse, at the expense of the elderly
who, for the most part are least able to afford it. Also, by proposing
a 5% cap on federal pay increases, the Committee arbitrarily
sinl4ed out a particular group to bear the burden of fighting the
inflation.
(2) The Committee recommended an inflationary $4.5 billion increa m actual defense spending over last year's level (fr6m $8
billion to $89.7 billion), despite evidence of substantial waste and

without any specific justification.

(3) The ()mmitfee abdicated its rePonsibility to scrutinize the
whole federal budget by failing to revew the budgets of the CIA
and other inteligenice agencies.
(4) The Coimittee unwiely held spending at last year's level in
revenue shariing-.1t ignored the nee, es MAlliDranaes
for increased revenue sharing funds to deal wio recesin-caused
deficits. The Committee a&s failed to increase spending, even to
keep pace with inflation, in a variety of health prgram s, includ-

ing maternal and child health state grants, health trmaing prorm
anI disease control grants (such &qlead pisoning).

L Gapping Sod-a' seoty, Reteme, and Fe"

Pay

The Committee's decision to place a 7% cap on Social Securit in.
crees is unjust able. Obviously, there is room in a $86&2 biMlion
budget to provide a decent standard of living to the elderly. .
It is important to remember that the elderly
pe
I f eoe'
Solcal Security benefits are for the most part poor, In Ie
~ber, 19746
the averae reired worker received $188.00 per month and the averap
widow $1 7.00. These amounts are belto the poverty level The avero.

~~(11)-

.

..
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age retired couple received a monthly benefit of $312.00-W4 00 less
thana the Department of Labor estimates an elderly couple needs for
a low income budget.
Since most people receiving Social Security benefits have only those
benefits (supplemented at extremely low levels by SSI benelito) to
live on, the Committee's decision to economize on increases in these
benefits strikes at people who already cannot make ends meet.
The Committee also limits to 7%, cost-of-liying increases for those
persons (not disabled) receiving benefits under other federal retirement programs, and imposes a 5%ceiling on cost-of-living increases in
federal employee salaries. Neither of these caps is wise or justifiable.
Here again the Committee has arbitrarily selected particular groups
of people to bear a disproportionate cost of solving the nation's eco
nomic problems.
II. Inflationapy Defewee Spanding
The Committee recommends outlays of $89.7 for defense (and budget
authority of $99.8 billion). This represents an increase of $4.5 billion
over 1975 levels. Nearly one out of every two general revenue tax dollars must go to sustain this enormous level of military spending.'
Without substantial and specific justification, which the Committee
did not receive, I cannot support spending half of our general tax
revenues on the military--especially when this country is not at war
and already has an overwhelmingly superior military capability.'
While, to its credit, the Committee reduced the President's request
for an even greater increase in defense expenditures, the Committee
has still accorded the military privileged status in the federal budget.
With the exception of job creation and energy-two of our most pres.
sing national needs-only defense is given money for new programs.
And even though the country faces a serious energy crisis, the federal
budget allocates approximately six times as much money for weapons
research and development as it does for energy R&D.
The Committee failed to subject the defense budget to adequate
scrutiny, for even a preliminary analysis shows that a number of programs are wasteful or could be deferred. Some such programs are:
Item

m s)Jstiato for cot

I. ImcrMeedreitwlqco

.....

2.I XNr de•tnudafce
wandeyshae
3. I nrees
I. other procure.
* mad~equipmnt

63
.667
1,500

60 Appiat
the armed for far emeed our prend
. T Isno rean for Incresed spending In trat more ountem
500 Inrases could be deferred bec
so program
=per to have adequatel loded ml=tnac
180 S~
Inceas In Prremeun of m.ncfanives
fo the gneralforce With no WInces In
fore lves,
herfoo nedfor Increseds procurement.

lOut of $205 billion In anticipated 1976 revenues. $98 billion are raised for, and go
automatically to, special trust funds, such u social Securty, unemployment Insurance. and
the HighwaTy rust Fund. That leaves a balance for discretionary disposttion--general
rQvenueo--r $197 billion.
aseretay
usler made two arguments In.behalf of Ine.ased defense siendtlut.
Neither
.ani
First the Secretary argued that the Soviet Union-M
spending more mouey than the United states this year on defense. This argument Ignors
the quet
of ectiveness, and so
is rather that United States military strength Is
Sfuncution of cost-overruns or inia on. Second. the secretary Suggested that, In the aMe
of eertin weapons, the Soviet Union was outproducng the UnitedaSttes this year. With.
opt empAng reserves, in other words United States totals against Soviet totals, produc-

tion

RS

fo

cOPY A

Isuree
tae

meaning
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Sudeat
itth(mllior Oa
Item
millionss (millions) Justification for cut
95 This catesory involve nonmilitary.related graduate
100
4. Graduate education for mill.
tary personnel.
"trainingluxury at best.
5. Cut 40,000 support (noncom.
150
150 The Army recognizes that these personnel are unnaesbatent) personnel over 3
scary but seeks to replace them with combat personnel.
years.
No 'ustlflcation has been liven for 3 new rnbat
divisions. It is pointless to light one kind of wass. by
creating another.
6. Minute Man Ill Test Missiles..
265
90 Only purpose of this expenditure Is to keep production
lines open.
7. Site defense (ABM and ICBM).
180
90 Since these R.&0. programs are designed to develop an
ABM system despite the SALT treaty, they are us.
rdciof-1fom6t9W
N~~~necessary.
8.(koo
F-15 aircraft
6. F-5 aircraft (keep present
600
60
need to speed upper
production level at 6,not9
month whe prod
of -16 has been speed up.
per month).
9. Program grot .............
1,000
200 Original committee mark deferred $4,000,000,000 out of
the 15,000,000 000 In the requested level of defense
prutram X0wth. inview of current financial situation,
request could be deferred.
the entire growthh
10. Troops InThailand ..........
100
100 Thai Government has requested withdrawal of thes
troops
11. AWACS ....................
'190
400 Militarily questionable. Useless for orlgnal purMoee to
(620 F775)
defend United Slates. Present purpse-la for NATO ue.
It ho,
sad IsNATO wonts It,lo NATO
12. Shipbuilding ................
, G00
240 This represents now shipbutldenAautho . Ytf#300e
000,000 Incost overruns show Navy aprogram Inserious
trouble. We should not reward mismanlsment Also
Navy needs lead time to comply wiV Coniressonal re.
quirement that ship have nuclear capacity.
13. 0-4 bomber ........ ........
74t9
350 NiHNd
for new strata bomber unproven. At present tme
United states has 0 bombers. Air Force has lengthened
life and penetration caphiity of B-SI's by extensive
modification protramsStrategisc use of bombers as
deterrent doubtful at best
14. Military support to South
700
500 This iem Isself.explsnatory.
Yletnam.
_y.

Total svlnp ............

9,764

3,015

1620 Infiscal year 1975.

Had the Committee anticipated that Congress would cut only onethird of these programs-as it well may and certainly should-it
would have produced a savings of $1billion in outlays and $81 billion
in budget authority. And this preliminary analysis does not include
questions relating to such major matters as the cost of maintaining a
2.8 million person military force in peacetime, wasteful duplicative
costs involved in competition among the Army, Navy, Marines and
Air Force, and the costs of perquisites (chauffeurs, limousines, servants) for a bloated officer corps.
Finally, economies made nowv in the defense budget (in actual outlays) will yield approximately threefold savings in the future because
of reduced budget authority" I regret that the Committee failed to
attempt to make such savings.
ill. Th Depit
The Committee recommended a deficit of $78.2 billion. Much of this
deficit is the product of the recession and cannot be reduced unless the
economy picks up.
We should note, however, that the deficit would be reduced somewhat if tax loopholes were closed. Unfortunately the Committee was
not organized in time to do the background analysis that would
justify a full-scale attack on these special tax preferences.
Special Analysis F of the President's budget indicates that $90 billion will be spent through the tax system in 1976 because of special tax

REST COPY VALBLE
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references. The testimony of Professor Surrey of the Harvard Law
chool suggests that a number of these tax preferences (tax expenditures) could well be eliminated.
In the future, the Committee and the Congress should turn their
attention to tax preferences. Unquestionably some of them-such as
the deduction for charitable contributions--should be retained. There
are, however at least $10 or $20 billion in tax loopholes which could
be eliminateA this yeai without triggering a further decline in the
economy. These include deferral of income of domestic international
sales corporations (DISC), the depletion allowance for timber, and
capital gains treatment of certain income. Moreover, there are a number of tax expenditure items which were omitted from the President's
budget, including the foreign tax credit and capital gains treatment
in estate taxation. Reductions in these items could have brought the
deficit to more acceptable levels.
The recession has already produced a sizable deficit. The Committee seems to feel that an even larger deficit is necessary in order to
finance job creation programs and stimulate the economy. I do not
agree that we need a deficit of $73.2 billion in order to fight the recession, or that the country can easily afford deficit spending of this
magnitude. (Interest on the national debt is now $35 billion, the third
largest item in the budget, exceeded only by income security and defense.) If the defense budget were subjected to careful scrutiny,
inequitable and unjustifiable tax loopholes closed, and a major effort
made to reduce waste in all Federal programs, the deficit could be
reduced without requiring cuto in spending on human needs or impairing our ability to fight the recession. I regret that the committee
had not been in operation long enough, and was therefore not prepared, to take such action and really meet the challenge of the
recession.
ELIZABETH HOLTZMAN.
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DISSENTING VIEWS OF HON. BUTLER DERRICK
Despite my hopes that the Nation could afford a substantial budget
deficit during fiscal year 1976, I have reluctantly concluded that a
$78.2 billion deficit cannot be safely financed without a severe impact
on the Nation's credit markets.
In fact, the Nation's credit markets are already showing the effects
u.

of changes in demands for loan funds. Corporate borrowers are find-

ing it increasingly difficult to convert existing short-term bank loans
into long-term corporate bonds. The articles from The Wll Shtreet
Jow'n following these views indicate that what many fear will
happen in fiscal year 1977 is happening even before fiscal year 1976
begins.
Moreover, there is a strong likelihood that several of the economic
stimulus proposals ado pted by the Committee will result in substantial
outlays (-and stimulus) not in the coming fiscal year when they are
urgently needed, but in fiscal year 1977 when most economists agree
that budget restraint, and not additional expansion, will be necessary.
For example, the Committee has adopted a series of measures to stiuulate employment through the construction of various types of public
highways, water pollution facilities, and other local community facilities. In my opinion, none of these stimulus proposals can contribute
sufficiently to reducing unemployment in fiscal year 1976. Yet, by the
Committee's own admission (see page 9 of the report) most of these
programs will have a major impact on expenditures in fiscal year 1977,
when even those economists and members of the financial community
who feel that a $70 to 80 billion deficit is acceptable in fiscal year
1976 warn that it would be extremely dangerous to risk a comparable
deficit in fiscal year 1977 when the economy is in the midst of recovery.
I believe the Committee's resolution should be amended to eliminate
any expenditures that will not have an immediate impact on reducing
unemployment in fiscal year 1976. The result would Ue to reduce the
need for Federal borrowing without appreciably reducing the amount
of stimulus needed by the economy.
(From the Wall Street Joural, Apr. 8, 1T75]

CROWDED OUT.--FDzRAL CREDrr

S

NEES PusH Mbwry

COMPANIES OUT

Or BOND MARKET
SEVERAL BIG ISSUES DELAYED; CASH SHORTAGRMAY STALL U.S. ECONOMIC
RECOVERY

Simms; No tvlief in aigh
(:By Phil Hawkins)
Nzw Yoic.--The corporate bond market may be on the verge of
collapse.
"The door into the capital market is beginning to close, and soon
perhaps only the stronger companies will be able to squeeze in," warns
(116)

.
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one official of a prestigious investment banking firm, Morgan Stanley
&Co. And one veteran trader says he believes that "major segments of
the bond market" are near collapse.
The reason so many companies are being forced out of the bond
market is the vast sums of money that the U.S. Treasury will have to
raise there, thus causing a shortage of cash for other isues. It's estimated that the Treasury will have to tap the public debt market for an
estimated $80 billion o Oer the rest of this year to offset a record U.S.
budget deficit. Earlier this week the Treasury said it must raise about
$17.5 billion in not new money by June 30. That is a staggering $18 billion more than had been forecast as recently as late February.
All this has caused several major companies to delay planned offerings of new debt securities to the public. A dramatic example came
late yesterday when Texaco Inc. said it won't proceed with a $300 million debenture offering originally scheduled for todty. This is the
largest such postponement thus far. It is also the first sale of primegrade industrial obligations--as distinguished from utility issues--to
be disrupted by worsening market conditions. (Other delayed industrial obligations have been of less than prime grade.)
Those corporations that still propose offerings are drastically shortening their maturities. Issuers of new bonds also are providing the
most generous interest returns so far this year in an effort to lure retail
customers. And prices of older issues have dropped sharply. Indeed,
the market's performance yesterday was widely described as a rout.
(See story on page 28.)
L1TFLE RkLWh

SEEN

Little in the way of relief is promised by Treasury Secretary William Simon. Yesterday he said in an interview that he doesn't see
long-term interest rates falling below 8%. Moreover, he added ominously, double-digit rtes, could return if the Federal Reserve Board
sharply expands the nation's money supply to accommodate the huge
federal deficits expected through fiscal 1976 and to meet other needs.
Such an expansion presumably would heat up inflation, which, in
turn, would boost interest rates.
If the corporations can't go to the bond market for funds, where can
they go? The probable answer: nowhere. And that's bad news both
for the companies and for the country as a whole. This would mean
that the corporations would sharply reduce expenditures. And this,
in turn, would threaten a delay in the nation's economic recovery.
One place the companies certainly can't go for funds on this scale
is commercial banks; that's because the banks themselves are striving
to replenish their depleted monetary reserves.
DELAYS_

<' #

OFFERINGS

Among the larger offerings that corporations have delayed arc
$200 million by Unitd Aircraft Corp.; $200 million combined by
Manufacturers Hanover Corp., and its chief banking subsidiary; $100
million by Ashland Oil Inc.; $50 million by Emerson Electric Co.;
$30 million by Scott & Feazer Co.; and $25 million by Dominion
Bankshare
Corp. A record 12 scheduled new corporate issues have
been sidetracked
in the past week.
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Ai a result, the volume of new corporate bonds in April almost
certainly will be much less than the $5 billion or so that had been
anticipated earlier.
Even the fortunate few corporations that are still planning to
go into the market are hurriedly redesigning their new securities
so as to provide maximum appeal to the dwindling number of willing
investors. Most borrowers are drastically shortening the maturity
of their proposed issues because long-term obligations are much more
vulnerable to price erosion by inflation. For example, Williams Cos.
switched to eight-year notes from 25-year debentures for its pending
$100 million offering. Rohm &Haas Co. recast a planned $100 million
sale of 25-year debentures into equal $50 million portions of those
lengthy securities and 10-year notes.
GENEROUS INTEREST

maw

ATES

Bond issuers also are providing generous yields. Yesterday, for instance, Halliburton Co. offered $150 million of new double-A rated
debentures yielding about 9.89, up sharply from the 8.45%6 rate
on comparable high-grade securities sold in the late February by
Bethlehem Steel Corp. And GTE Sylvania Inc., a unit of General
Telephone & Electronics Corp., yesterday put out $75 million of
debentures paying 10%, the highest rturn by any new single-A debt
obligations in seven months.
If such rates fail to produce satisfactory sales results, then some
dealers are apt to grant extra price concessions to induce big-block
investors to exchange part of their portfolio holdings for the slowmoving newer issues. "A trader said he would credit my old bonds at
the equivalent of $10 for each $1,000 face amount above the going price
if I would swap into General Motors Corp.'s 8!/46 debentures,' one
institutional investor says. Despite the alleged inducements, nearly
$80 million of the GM debentures remain unsold from a $800 million
.
offering begun March 20.
Older bonds have sustained severe price declines. Yesterday the
Treasury's popular 8½% bonds of 1991-99 plunged by about 24-82 of
a point, which translates into an enormous one-day paper loss of $18
million on the $2.4 billion outstandin in this single government issue.
Not everyone is pessimistic. First National City Bank's economists
note that the "crowdinF-out" worry "has surfaced in every recession
as falling tax revenues inevitably dictated a swollen Treasury deficit."
But each time, they say, private credit demands "have sagged as the
monetary authorities pumped up bank credit."
And a Merrill Lynch &Co. unit indicates that the "crowding-out"
process may be short-lived. "Corporations by the end of April will
have sold some $15 billion of new debt issues, close to half of our
estimated total for the entire year. Thus the pace of corporate bond
sales is bound to slow," says Merrill L nch Government Securities Inc.
"As the year progresses we expect t e Fed to become more accommodating with credit and the banks to acquire very large amounts of
Treasury securities, so the technical supply position of the market
should improve substantially within a few weeks."
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(From the Wall Street Journal, Apr. 8, 19751

BOND MARKTS.--CORPORATJ, U.S. IssuRs PLNxoz ON RISIxN

OF INTEnRST-RATE SURoE

Fusn

(By Lindley B. Richert)
NEw YoRx-The prolonged slide in corporate and Treasury bonds
turned into a rout yesterday, dealers said.
The impetus behind the accelerated declines, producing losses of
more than one point on many issues, appeared to be warnings from
Washington that double-digit interest rates could return to the market
as the government attempts to finance a federal deficit expected by
many to exceed $70 billion in the year beginning July 1.
Also of grave concern to corporate underwriters was the hint that
the Treasury may continue to offer long-tern, securities; such as the
$1.25 billion of 8A9 15-year bonds it sold lasuthonth.
Any such additions to the once relatively skimpy list of long-term
Treasury securities available for investment throws up serious challenges to the retailing efforts for far less secure debt offered by cor.
porations, dealers said.
Indeed, it took a 10% return to entice investors to order new GTE
Sylvania Inc. debentures. That's the highest rate set on a lengthy
single-A industrial obligation in about seven months, specialists said.
Last night all but about 10% of the 25-year securities had been retailed.
The ma er of lighting and electronics products is a subsidary of General Telephone &Electronic Corp.
A 9.896%return offered on new Halliburtorf Co. debentures also exceeded recent highs in the important financing category of double-A
industrials. Those 914% securities are discount-price at 99.5 to return
the 9.38% at maturity in 25 years. Sponsors said orders accounted for
about 85% of the issue by late yesterday.
The Halliburton's compared favorably with lesser-rated Allied
Chemical Co. 9s of 2000, for example, which were available at about
a 9.32% rate in the resale market. On the other hand, one trader said
Halliburton which is engaged in oil-related services, probably would
have suffered in comparison to rates being talked about for a $800 million offering of prime-grade Texaco Inc. debentures.
That key sale, which had been scheduled for today, was postponed
late yesterday because of "market conditions." The quickly deterioratins debt markets had pushed unofficial indications of where the issue
might be offered up to.91y%
at a slight discount. A rate of as low as
8.9% was talked about just last week, sou, -%s said.
Two corporate borrowers will proceed today, however, with negotiated offerings.
Portland General Electric Co. is expected to market $10 million of
10% bonds, due 1982 and priced at 100. Rated Baa by Moodv's and
trple-B by Standard & Poor's, those bonds will be available through
Blyth Eastman Dillon &Co. and associates.
Wedtvaco Corp. is scheduled to offer $20 million of 9% notes, due
1988 pegged at 100. Merrill Lynch, Pierce, Fenner &Smith IDt. will
handle that offering of single-A rated securities
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Underwriters retailed about one-third of the $188.5 million in key
new tax-exempt bonds offered yesterday.
About $21.4 million remained undistributed from California's important $75 million offering of prime-quality obligations, sponsors
bsaid. Won by United California Bank and associates, the bonds were
reoffered at yields from 8.75% in 1976 to 6.5% in 2000. The scale
essentially matched that set on similar South Carolina bonds a few
weeks ago. California's borrowing will cost an average 5.9846% yearly.
Roughly $14.7 million was unsold from Washington Suburban Samntary District, Md.'s $68.9 million of double-A grade bonds. Those
bonds are pegged to yield from 4.75% in 1978 to 7.15% in 2010. The
district awarded the bonds on a bid of 7.1116%.
Dade County, Fla.'s $49.6 million of improvement bonds are being
reoffered to yield from 4.25% in 1976 to 7T.85% in 1999, terms which
left an estimated $24.8 million unsold. Rated A-i by Moody's and
single-A-plus by Standard & Poor's, the bonds were won by underwriters with a bid setting a 6.912% annual net interest cost.'
Bumus Dwot,.

52.659 0 - 75 - 44
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pp. H3404--H3405
DEBATE ON THE F1iT BUDGET RESOLUTION TOMORROW

(Mr. ADAMS asked and was given permission to address the House
for 1 minute and to revise and extend his remarks and include extraneous matter.)
Mr. ADAMS. Mr. Speaker, tomorrow the House will begin debate
on the first budget resolution. We hope to complete general debate on
Wednesday, and then proceed with the amending process with no
votes until Thursday. We hope to complete action on the bill on
Thursday.
I am placing in the Record at this point certain information which
indicates the basis of the projections of the House committee, the
Senate committee, and the President with regard to gross national
product, Consumer Price Index, proposed or possible unemployment
rates, and the basis on which the Budget Committee believes tle deficit
can be financed.
I hope the Members will attend tomorrow. I think this will be a very
long aýd difficult session, both in explaining the budget and also iin
amrving at a final conclusion; and I am hopeful that we will be able to
pass the resolution by Thursday afternoon.
The information referred to follows:
PRESIDENT'S BUDGET
[Dollar amounts Inbillions
Calendar year1974
1i75
Gros national product:
Current dolars ...............................................
1958 dollars ..................................................
Consumer Price Index .............................................
Rats of change InConsumer Price Index ..........................
Unemployment rate ............................................

Dkit ...........................................................
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1,49
794
1.644
11.3
8.1
Fiscal year1974
1975
-3.5
-34.7
1,397
821
1.477
11.0
5.6

1076
1,6W
1.71
7.8
7.9
1976
-51.9
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SENATE BUDGET COMMITTEE
(Doller amounts Inbillionsl
1074
Gross national poduct:..,
Current dollars ...............................................
1958 dollars
Index .............................................
n~sumer
Price ..................................................
wsof chae inConsumer Price Index .......................
Unemployment rate ...............................................

Calendar year1075
1,
7001l

•
82
1.49
114.
...
1974

Deficit ...........................................................
I Not voleiaws.
HOUSE COMMITTEE ON THE BUDGET

1076
1,665
'!1

Fiscal year1975

-3.5

1976

-34.7

-69.6

[Dollar amounts Inbillions
Calendar year1974
Gross national product:
1968 dollars ................................................
Consumer Price Index ..............................................
Rote of change InConsumer Price Index ............................
Unemployment rats (average for year) ...............................
Unemployment rate (end of year) ...................................

1477
Ii. 0
5.6
(')

Deficit...........................................................

1074
-3.5

1075

1976

1.1

I.707
5.0
7.5
7.0

9.1
6.6
(')

Fiscal yw1975
-34.7

1176
-78.2

1Not available.
COMPARISON OF ESTIMATES FOR FISCAL YEAR 1976-BUDGET AUTHORITY
[in millions of dollarsl

Function

Presi.
dent's
budget
s
sub.
matted
(1)

Presl.
dent's
budle
as adJusted'

Budget
adjusted
for
House
com.
mitten'
views
and
sti-.
mates

(2)

House
Budget
Com.
mittee
estmates

(M)

(4)

House Budget Committee
estimates as compared toPresidents
Pef!s'
House
budget
dent
comw
as budget mittees'
sub.
asad. vieWs and
mitted ousted a estimates
(5)

(6)

(7)

050-National
defense................. 10,700 107,700 109,42 99,778
-7,922 -79W2
-10064
150-International affairs .............. 12, 627 12,627 12, 627
4,677 --,9N -4 95
-X9
250-General science, space, and tech.
nology ... ............
4,-66
4,686
300-Natural resources, environment
and energy.................... 12,226 12,226
350-Agriculture
..................... 4,278
42733
400--Cmmerce and transportation .....
6 602
450--Community and regional develop.
ment .........................
164
5,164
500-Education, manpower and social
services................... 312
13,:
f.
550- Health ..... ......................
60- income .831...........
1e35ty
13
161 7 2
700.-Veterans benafitand services..... 16
enforcement and Justice .... 3U3I
750Law
600--General
3,335
3
850-Revenue government
shailng and..........
general pur.
o00--int .........................
a ut
34,4 410

4,708
18,317
4273
17, 490
11,431
21,472

4,708
14, 105
4,273
11,726
10,814
19,010
3.....

I 07

5,9
17 327N 1'

"iso"
. . . . . . 7,3m
'"
poe
I"

Alloanc .......................

7

9
300

37, 4 1 35

22
1,879
0
5,124
5,650
S.,N4
1
-35

8 -325 325,,
", _4:,750oo

22
0
1,879
-4,212
0 -5,7640
4,3
5,650
-617
4 - , 2

.127
122
-35

-

0

-1,51f

950--Undlstributed offstting rece1pts... -20,193 16;193 -1; 193 11
4
0
Total ......................... 385,848 33,076 437,952 35,556
9,708
2.,480 -42,136
:Adjusted to Include official Presidential ammniments and reestimates, administrative actions, court decisions, an
underestimates of budget authority.
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COMPARISON OF ESTIMATES FOR FISCAL YEAR 1976-OUTLAYS
-,
(ia milUons of doilersi. +
.

Pres.
dent's
budget
S
mtted

Function

(1)

ad)j
for
House
corn.
Pde-t mittees,
dents
views
budge
and
ad
etluted I mates
(2)

(3)

House
Bdge
Com.
mittes
esti.
mates
(4)

|50--,nternsltona,
affairs
............. . 942
0; 29 , 94,027
405
8; 0
01'900
050-Natlonol
defense
................
IN.-Central science, space, end taci.
noloiy ............................. 4,581
4,581
4,599
4,599
300.-Natural resources, environment,
and enere ......................... 10,028 |•lO40,f t1;
;1
.50-Aip'ilture .....................
1,81
11
400-Commerce and transportation.
13,723
15,451
2,
2
11, 81
450--Community and reginal develop.
Ment ...................
5,20
5,920
9,70
9,498
500-Educatloo, manpower and social
service ............................ 14,623 16,461 22,035 20,5426
60--income security .................. 11
1
1,619 128, 915
7-Veterans benefits and services.
15,t.592 15, 1112 17,741 17469
750-La Wenoremn and ua.38
.... ;on,368u
3,33
0-.-oeneral government......... . 3,110
3184
4,Oil
350
850-Revenue sharing and general pur.0

550-ea.................8 0
Iswtnc.
. ...... .........

forest .........................

,249

3,0

7,249 449
7,240

. 346,1419

3,41

House Budget Committee
estimates as compared toPresi.
dent's
Presl.
House
budget dent's
corn
as budl
mlttees
sub.
ssd. views and
mitted lustedI estimates

,702

(5)

(6).
-4,
-1 501

-4,,31
-4, 9

16
1,51
6,087
3,578

$1
1,468
4,359
3,587

(7)
-16,394
-3

0
-1,

-2,409
-208
-1,509
"21 -, 704
10,277 -272

:26 12,6

5,191
1,87
75
170

-,,805

-7

-741

724
90
00

0

50

Allowances. .. .. .. .. 8 050
050 ~ ~
5 -7, 0
95%-Undi lstlbted offsettin receipts. -20,193
193
193 - 193
4,0
Total ......................... 349,371 359,630 390, 417 368, 326 18,865

7,0
8,606

-7,410
-30,181

I Adjusted to Include official Presidential amendments and reestimates, admlnlstrative actions, court decisions and
underestimates of outlays.
DEMAND FOR LOAN FUNDS (FISCAL YEARS)

1973
(actual)
186.5

Funds
Private short-tam funds .........................

Private lons-term funds ..........

.3

............

Total private funds .......................
. I1
................
U.S.Government securities.

Federalend local ................................
securities .........................

.

3974
1976
1976
(actual) (estimate) (estimate)
94.4
75.1
44.3
1.I......
8.
184.1
112.8
133.6
43.
67
2.1

1976
(Dudget
committee
estimate)
........
..

(134. 0)
( .0

2?
to._

1_.____

45.5

40.2

77.4

95.4

(113.0)

Total funds raised ........ ................. 235.3

224.3

1"0.2

229.0

(247.0)

Stat

Total pubih funds.........................

__

2.__

.0_

111__

Source for first 4cols.; OMlie of the Secretary of Treasury, Office of Debt Analysis.

RAtimoae of gross savings in .4ecal 1976
[Dollars Inbillions I
Sources:
Personal savinp ...............................................

$105

Net foreign investment .........................................

10

Total ......................................................

275

Business savinp ...............................................

1,160

690
[From the Congressional Record]
p. H3410
THE BUDGET RESOLUTION: LET Us CLOSE A TAX LOOPHOLE OR Two
The SPEAKER pro tempore. Under a previous order of the House,

the gentleman from Wisconsin (Mr. Reuss) is recognized for 5 minutes.
Mr. REUcs. Mr. Speaker, on Thursday, May 1, House Concurrent
Resolution 218, the budget resolution -ill be open for amendment.
I intend to offer an amendment raising the aggregate revenue target
by $3billion-to be found by closing tax loopholes.
Tax expenditures-now estimated to total some $100 billion-are
every bit as important as direct expenditures in determining national
priorities and fiscal stimulus. If we are going to ask the poor, the elderly,

the minority groups to sacrifice Federal programs which benefit them,
should we not consider asking the wealthy to do without a loophole
or two?
The revenue so raised-only a trifle in terms of the overall budgetwill stand us in good stead later in the year. It could be used to finance
an expanded public jobs or public works program, a national health
insurance program, to pay for cost overruns or unexpected increases

in uncontrollable outlays, or simply to reduce the deficit, if economic
recovery gets under way sooner than expected.

AMENDMENT OFFERED BY MR. REUSS TO MR. O'NEILL'S SUBSTITUTE, FOR HOUSE

218
Paragraph (1), strike "$295,181,000,000" and insert in lieu thereof "$298,181,000 000"
and insert in lieu thereof ."$70,032,CONCURRENT RESOLUTION

000)aa,. aph (4), strike "$73,032,000,000"

Pararaph (5), strike "$622,900,000,000" and insert in lieu thereof "$619,900,000,0•r0, and strike "$91,900,000,000" and insert in lieu thereof "$88,900,000,000".
See Mr. O'Neill's substitute at p. 831.

HOUSE, WEDNESDAY, APRIL 30, 1975
[From the Congressional Record]
pp. H3456-H3502

FIRST CONCURRENT RESOLUTION ON THE BUDGET-FISCAL YEAR 1976
Mr. ADAMS. Mr. Speaker, pursuant to section 305(a), title 3,
Public Law 93-344 of the Congressional Budget Act of 1974, I move
that the House resolve itself into the Committee of the Whole House
on the State of the Union for the consideration of House Concurrent
Resolution 218, setting forth, on an aggregate basis only, the congressional budget for the U.S. Government for the fiscal year 1976.
GENERAL LZAVE

Mr. ADAMS. Mr. Speaker, pending that motion, I ask unanimous
consent that all Members be allowed to revise and extend their remarks
and include extraneous matter during the consideration of House
Concurrent Resolution 218.
The SPEAKER. Is there objection to the request of the gentleman

from Washington?
There was no objection.

The SPEAKER. The question is on the motion offered by the gentle-

man from Washington.
The motion was agreed to.

IN TIN COMMITTEE OF THE WHOLE

Accordingly the House resolved itself into the Committee of the
Whole House on the State of the Union for the consideration of the
concurrent resolution (H. Con. Res. 218) setting forth, on an aggregate basis only, the congressional budget for the U.S. Government
6or the fiscal year 1976, With Mr. Boiling in the chair.
The Clerk read the title of the House concurrent resolution.
By unanimous consent, the first reading of the concurrent resolution
was dispensed with.
The CHAIRMAN. Pursuant to section 305(a), title 3, Public Law
93-344, of the Congressional Budget Act of 1974 the gentleman from
Washington (Mr. Adams) will be recognized for 5 hours and the
scentleman from Ohio (Mr. Latta) will be recognized for 5 hours.
The Chair recognizes the gentleman from Washington.
Mr. ADAMS. Mr. Chairman, I yield myself 15 minutes.
(Mr. Adams asked and was given permission to revise and extend
his remarks.)
(691)
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Mr. ADAMS. Mr. Chairman, the Budget Committee has worked
long and hard to produce this resolution in order to provide the House
with an opportunity this year to make certain vital fiscal policy and
priority determinations. I might state that the job has been anything
but simple.
For various reasons, the committee was unable to organize until
February. Immediately after the recess, the committee held hearings
and proceeded immediately to mark up. All of this was accomplished
even though the staff was not complete and the Congressional Budget
Office was not yet in existence. Lacking the time and the analytical
support necessary to dissect the budget on an item-by-item and
program-by-program basis, the committee relied heavily on the House
itself for the creation of this resolution.
The building blocks of our budget resolution were as follows:
A. The actions the House had already taken.
B. The March 15 report of authorizing committees and the Appropriations Committee to the Budget Committee.
C. Directions
that the House had received from the House leadership
.
K. Finally,
the committee's own judgment on programs and fiscal
policy for the fiscal year 1976.
Foreseeing the Nation's developing economic crisis, the Budget
Committee! attempted to produce a counter-recessionary plan by
providing spending authority for nearly every stimulative program
that had been passed by a House committee, passed by the House,
or recommended by the House leadership.
FOUND DEGREE OF OVEMLAP

In making these programs mesh, the committee found a certair..
degree of overlap and certain proposed stimulus that could not be
translated into real stimulus in fiscal year 1976. These overlaps have
been eliminated from the proposed target.
I want to say that I believe the House has performed very well.
I think that our efforts will be successful in building a budget that is
responsive to the Nation's needs.
I rise in strong support of House Concurrent Resolution 218,
which is the first budget resolution for fiscal year 1976. Its adoption
will mark an important milestone in Congress effort to regain control
over spending.
Before discussing the importance of this resolution, I would like
to commend all the members of the Budget Committee for their
contributions to the resolution. I commend the staff for their untiring
efforts in trying to be certain that we met the deadlines of the statute.
In addition, I would like to express my personal thanks to the ranking member of the committee, the gentleman from Ohio (Mr. Latta)
for his cooperation, not only with respect to the resolution, but with
regard to organizing the committee and seeing to it that the committee
functioned and met its deadlines.
I would like also to publicly acknowledge the efforts of the gentleman from Oregon (Mr. Pullman) and the distinguished minority
leader, the gentleman from Arizona (Mr. Rhodes), who worked so
hard late last year to organize it staff so that we might be ready to
meet the act's deadlines this year.
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THREE ASPZU1IS OF RESLUTON•

I would like to discuss three aspects of this resolution. First, the
nature and purpose of the resolution and the role it plays in the
congressional budget process; second, its economic objectives; and
third its overall importance to Congress efforts to regain control of
the Federal spending policy.
I would like to state immediately and unequivocally to my friends
on this side of the aisle, the minority side, that I understand that any
type of resolution with any type of deficit is going to meet with objections from many Members on that side of the aisle. To my friends
on this side, the majority side, I understand that any resolution that is
presented, to many of them, is not going to be of suffcient size to
cover the programs that we all want. So, we are between two very
hard points. I understand that.
I plead with Members for this: That after we have considered
this process and the amendments have been made to this resolution
I plead with Members to support this resolution as it is finally acted
upon as the will of the House; because absent that, we will have failed
after so many statements in the press and among ourselves that we
want to control Federal spending and be involved in the process;
we as an institution will have failed to accept our responsibility and
we will be left in this position: we will have only the President's
budget before us, and the various fragmentary indications from the
committee chairmen as to what they believe the Congress will do.
The difference between these two positions, as originally stated,
would be this: a $51.9 billion deficit under the President's proposal,
and a $100 billion deficit as proposed by the various committees. The
proposal that we have presented, I think, is a rational one. The
Members will find, as the debate continues, that it is very close to
the President's own budget, as revised by him.
VOTE BUDGET TARGETe

Z

The Members will find that it is about $30 billion below what has
been indicated by the various committee chairmen as potential
spending. So if the Members want a rational process, I urge them to
vote these targets so that they will know, as Members of the House of
Representatives, where they are with the budget this year and what
kind of a deficit they will finally face this year.
I say this because, my colleagues, I can tell you this: At the end of
this calendar year, after we have adopted programs for the year and
the Congress has finally finished its work on appropriations and on
authorizations, we cannot run away from the deficit figure that will
exist. Far better that we control our own destiny and know what it is
than to end up in March or April being told that we have created a
deficit of enormous size, and with no Member knowing what that
deficit would be until it is reported by the administration to us. So,
I urge that at the end of this process that we must pass a resolution.
As will appear in my colloquy at the end of these remarks, when I
address a parliamentary inquiry to the Chair, this is a macroeconomic
resolution; but we are asking those who offer amendments to explain,
not as a part of their amendment but in their presentation, what they
expect money to be spent for or not to be spent for.
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The reason for that is so that, when we finish with this resolution,
we will have a rational report that can be crosswalked back to the
authorizing and appropriating committees; and we can then tell them
what the House, generally, has proposed.
CATEGOMES SUBCT TO AMENDMENT

Next year we will have the 16 functional categories which appear
in the chart on my left, incorporated into the resolution, and they will
be subject to amendment or change as individual items. We simply
could not do that this year because we did not have the current services
budget from the administration, which will come in on November 10
of this year. Nor did the authorizing committees and appropriating
committees of the House have the time to fully report to us what they
expect to spend in each of these categories.
The Budget Committee, immediately after the completion of action
on this resolution, will be working on the structure of the functional
categories. I urge Members who are interested in this to ive us their
views. It may be that some will not want to use the administration's
functional categories, which is what we used this year. Members may
want a different breakdown. We may have hearings on this subject
so that we can know what type of proposal to bring to the House
floor next year.
Mr. ROUSSELOT. Mr. Chairman, will the gentleman yield?
Mr. ADAMS. I yield to the gentleman from California (Mr.
Rousselot).
Mr. ROUSSELOT. I appreciate the gentleman's yielding.
Do the remarks of the gentleman mean, then, that the committee
has decided that these present functional categories, which are listed
in both the report and are shown here in the charts before us, is noG
necessarily the way they will be categorized eventually in 1977?
FUNCTIONAL CATEGORY RECOMMENDATIONS

Mr. ADAMS. That is correct. But for fiscal year 1976 we will use
this. For fiscal year 1977, in the budget resolution to be presented in
the spring of next year, the committee will make a recommendation

as to what functional categories should be used. It may be that these
will be the ones decided upon. But that decision has not as yet been
finally determined.
Mr. ROUSSELOT. Mr. Chairman, I thank the gentleman.
Mr. ADAMS. I will now go to the objectives of this resolution. I will
be very brief because I know this will be brought out in detail during
the debate.
We have suggested revenues of $295 billion. This is the figure that,
basically, reflect the administration's estimate, plus the position of
the Committee on Ways and Means, and what our staff and our
committee developed as to what would actually happen. It does not
include any additional gasoline tax. It assumes that the Tax Reduction Act of 1975 will be extended to the end of the fiscal year 1976.
If that were not done, there would be $4.4 billion more in revenues in
the committee's figure.
We have tried to make this an accurate figure. So far as I know,
the figure is considered to be accurate. If the economic slump should
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•

continue, or become deeper, yes, the revenues will decrease. But this
is our best estimate.
In budget authority, which is listed on this chart, the total of the
16 is at $395.6 billion. That is translated to an outlay figure of $368.2
billion in the resolution.
The outlay figure is very important. It is usually not considered by
the House, since we usually deal with budget authority; but the outlay
figure is simply what is expected to be spent from the amount that has
been previously appropriated or is authorized as budget authority.
The CHAIRMAN. The time of the gentleman from Washington (Mr.
Adams) has expired.
Mr. ADAMS. Mr. Chairman, I yield myself 5 additional minutes.
GIVES DEFICIT FIGURE

The outlay figure is $368.2 billion. That figure is necessary in this
resolution because that figure, minus receipts, gives us the deficit
figure, which is required by the statute.
The Committee recommendation is at $7.32 billion. That, in turn,
is translated into a public debt figure. This is basically a mechanical
translation, once we arrive at a deficit number. This includes, in our
resolution, $624 billion as the necessary public debt figure to cover the
deficit, off-budget financing, and the presently existing debt that is
also required by statute. We believe that figure is accurate in line
with the other figures we have presented.
As Members offer amendments, they will have the opportunity to
amend these figures. The statute provides the opportunity, after the
Committee of the Whole has completed its deliberations, and if the
figures do not match, for the chairman of the Budget Committee to
offer an amendment to achieve mathematical consistency, which is
obvious. We cannot have revenues at one figure and outlays at another
figure, and have a deficit figure that does not match. If this situation
were to occur we would need to offer, after returning to the whole
House, an amendment for mathematical consistency. It would simply
match up the figures that have been decided on by the House in the
amending process.
NOT MONETIZING DEBT

•

Finally, there will be a question as to whether this deficit can be
financed. The Members will find in the committee report that we
have gone to bankers scattered throughout the country, 13 of them in
various areas, and asked them to comment on whether or not this
would crowd out the private sector. Yesterday, I put in the Congessional Record-and the Members will find it in the beginning of the
Congressional Record, at pages H3404 and H3405, the estimate of
the total amount of savings that we based our projection on. Please
notice that I have also placed in tables of what the total demand would
be if the present resolution is adopted. The Members will notice that
this assumes that the monetary policy of the United States expands
only moderately. In other words, we are not monetizing the debt.
The reason for this is that the bankers estimate that the slack in
private demand will continue through calendar ear 1975. They fear
pressure on the long-term interest rate but this will not happen
because the increase in public debt would basically be funded originally
in the short-term market.
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Mr. ROUSSELOT. Mr. Chairman, will the gentleman yield on that
point?
Mr. ADAMS. I yield to the gentleman from California.
Mr. ROUSSELOT. Mr. Chairman, I appreciate the gentleman's
yielding.
I have read the compilations of some 13 bank representatives who
responded to the request from the committee for what would be the
impact on the national economy, or the deficit.
BANKERS BELIEVE DEFICIT CAN BE HANDLED

Many of them say that they believe that that deficit can be handled.
But when one goes on further to ask them what their preferences
would be and/or what share of that debt they would be willing to
take, they always preface it by saying, "Well it depends on what
the interest charge is," that is, what is the yield that they are able to
get on Treasury bonds that are used to finance that debt. These
bankers will then say further that they want to be sure that the debt
instruments be of a high enough yield so that it will be competitive
in their individual portfolios. The bankers will further say that at
present interest rates, which are much lower, the will not take many
of these instruments and they will wait until tLe yields are higher.
In other words, they will wait until the Federal Treasury is willing
to compete with the higher interest rate yield which, of course,
accelerates the inflationary demand all over the country.
I ask this question: Did the gentleman's committee really pursue
that problem?
Mr. ADAMS. We pursued it, not in the depth that the gentleman from
California may have pursued it, but as I indicated tbe committee
expects the debt would be financed in the short-.term market.
The CAIRMAN. The time of the gentleman has again expired.
Mr. ADAMS. Mr. Chairman, I yield myself 5 additional minutes.
One of the bases for this, and it is very important that the entire
House understand it, is that if upward pressure on interest rates
begins to occur we should then have a monetary policy from the
Federal Reserve that makes the necessary funds available to the
private sector.
That is why we tried to get the debt down below the $75 billion
deficit. That is why we are trying to say in this resolution that this,
we hope, will bring the economy out. If the economy is brought out
of the recession, under our resolution, we do not continue to stimulate.
It is a very difficult business. And I am stating it to the gentleman
from California as directly as I can why we are at the point we are,
and what our projections are based on.

GOOD INTEREST RATES ACCEPTABLE FOR BANKS
Mr. ROUSSELOT. I appreciate the gentleman's comments. The
point I wish to establish at this point-and I am sure it will be established at other points in the debate-is just because a banker says it
is a potentially acceptable level to him as to their participation in
taking debt securities they also add that they will not contract to buy
that debt in effect unless there are good interest rates so that they
can justify it in their portfolio.
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The problem comes through placing the Federal Government so
totally in the marketplace that presence alone contributes to driving
competitive interest rates upward just by financing that $73 billion
add-on deficit and Congress has then created a tremendous inflationary
r. ADAMS. It depends entirely upon the amount of slack in the
private sector demand for capital, particularly in the lending market.
So that has to be very carefully watched.
Mr. ROUSSELOT. And that is not an exact science?
Mr. ADAMS. It is not an exact science.
Mr. KEMP. Mr. Chairman, will the gentleman yield?
Mr. ADAMS. I yield to the gentleman from New York.
Mr. KEMP. Mr. Chairman, I appreciate the gentleman yielding,
and I also appreciate the concern the gentleman in the well has shown
over this problem of financing the debt.
I have a real fear that, as our economy continues this process of
liquidating inventories and then as the economy does turn around
the demands in the private credit market for available capital by the
private sector will increase as we move into late 1975 and 1976. It
is at that point I think, that our worst fears will come true. At that
point the public sector's demand on the private credit markets will
outrun the available credit and necessitate a huge expansion of the
money supply and unleash runaway inflation.
UNAVAILABLE CREDIr COuW MINDER RECOVERY

I would suggest to my colleagues that last month, as I understand
the figures, the Federal Reserve increased the money supply at a
rate on an annualized basis of 15 pei'cent in order to help accommodate
the bond market. We are moving into a time when long-term and shortterm interest rates will not come down any further, and in fact will
turn up thereby further impeding a recovery in durable and capital
goods, housing, automobiles et cetera, as well as small business
people. At that point, the U.A. Government will be trying to finance
the $73 billion deficit, and many billions of dollars of off-budget
items.
Mr. ADAMS. This is a very dynamic business, it is not at a standstill. We will have a second resolution in September. At that point
we may place a ceiling and we may have to change the targeted
amounts depending on what is happening.
The economic analysts within the United States are split in their
opinion as to whether we are going to come out of the recession in
the last two calendar quarters or not. I would suggest that we deal
with the world as it is today, and then in September if we are having
the problems that gentleman says, we may very well want to change
our targeting process. In that event, we would want to have further
testimony from the Committee on Banking, Currency and Housing,
and from Arthur Burns of the Federal Reserve Board.
I think, as the gentleman from California said, this is not an exact
science. If the Congress is going to be in the budget process, we have
got to stay in it. This is just an opening round.
The CHAIRMAN. The time of the gentleman has expired.
Mr. ADAMS. I yield myself 5 additional minutes.
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Mr. KEMP. Mr. Chairman, will the gentleman yield?
Mr. ADAMS. I yield to the gentleman from New York.
Mr. KEMP. I thank the gentleman for yielding.
I might say to the gentleman that I appreciate the fact that we
will have another resolution in September and relook at this problem.
Mr. ADAMS. This is called for by the statute.
NO EXPANSION OF MONEY SUPPLIES

Mr. KEMP. What I am concerned about is we are setting into
motion an inexorable flow of events beyond which we will not be
able to recover. Without trying to preach doom, I think the real
disaster will be this, a continuation of these inflation-recession cycles.
We are telling the American people that we can finance $170 billion
of Government borrowing over the next 18 months, in such a way
as not to disrupt the private capital markets. I think we are misleading
them, that there is not going to be a large expansion of the money
supply and a resultant iise in inflation. We have had calls in this
and the other body of the Congress for the Federal Reserve to expand
at a rate of 8 percent to 10 percent. That is dangerously inflationary.
I think it has been about 4 percent for the past 4 or 5 months.
Last month it went to 15 percent. We have many Members of Congress
and in the Senate calling for an 8- to 10-percent growth rate irrespective of our productivity. That is going to unleash upon this
Nation another round of disastrous inflation.
Mr. ADAMS. I will say to the gentlemen that I hope his fears are
not such that they will, one, panic people in the market now, and, two,
I hope that they do not come true. I hope they do not, but, as I said,
this is a dynamic business, the Congress is in it now as an institution,
and I hope we do it well.
Mr. RoUSSELOT. Mr. Chairman, will the gentleman yield for just

one brief moment?
Mr. ADAMS. I yield to the gentleman from California.
Mr. ROUSSELOT. I appreciate the gentleman's yielding.
GOAL SrING IN SEPTEMER

I think it is important that the point that the gentleman made is
that we have another look at this goal setting in September and that
is part of the budget control law. Hopefully, our Budget Committee
will again look at this in a hardnosed fashion in September. But is it
not true that by such action we take here today we outline a general
principle of tha way we think the course of our Federal budget should
go. That is why the debate over the issue of how much of this debt we
want the treasury to put into the market place becomes an important
issue.
Mr. ADAMS. Yes. I have indicated to the gentleman I think it is an
important issue, but I would like to make this point to all of the
Members about the process itself. In the Legislative Reorganization
Act of 1946 we provided for a legislative budget recommended by a
joint committee. All members of the House and Senate Appropriations,
Ways and Means, and Finance Committees were on the Joint Committee. Yet in 1947, the first time the process was tried, the Congress
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was unable to set a budget ceiling. They simply could not agree. In
1948, they did set a ceiling, but it was ignored in the later spending
decisions. Finally in 1949, Congress threw up its hands and abandoned
the whole process entirely.
CONGRESS TRIES AGAIN

~

In 1950, the Congress tried again. It enacted an Omnibus Appropriations Act containing all the regular appropriation bills in one
measure. The next year that too was abandoned.
In the Congressional Budget Act of 1974 we have been given the
tools to deal with the budget as a whole. The Budget Committee has
attempted to come in andgive its position as to how this should be
done.
So we cannot say we do not have the ability to do it. I think the
question becomes: Do we want to do it? When we come to the end of
consideration of the resolution, I ask the Members to consider the
history. If we do not adopt anything, and some may feel that is the
way they have to go, then the budget process will go the way of the
budget process in the Legislative Reorganization Act of 1946 and the
omnibus appropria t ions process of 1950.
Mr. MCFALL. Mr. Chairman, will the gentleman yield?
Mr. ADAMS. I yield to the gentleman from California.
NEED FOR MONEY AT COMPETITIVE RATE

Mr. MCFALL. Mr. Chairman, the implication of the dialog between
the gentleman and the gentlemen from California and from New York
is they seemed to be saying there will be inflation as a result of the
recommendations the committee of the gentleman has made. As I
understand the gentleman, that is not correct, that the bankers will
not be in a position to raise interest rates simply because they want to.

If what the gentleman says is correct, there is going to be a need for
their lending money at a competitive rate in tie marketplace, that
there has been a drop off in the demand for private capital, and there is
this $75 billion span in which we can reasonably finance this debt.
If we want to take the other premise that the other gentleman from
New York took, that down the road we have to watch out for this and
if we do something now inevitably we are going to have inflation, it
seems to me we would not do anything at all.
We have got to do something now that is reasonable and it seems to
me what the gentleman is saying is that inflation is not inevitable.
Mr. ADAMS. That is correct. We have tried to run this budget process

through all the various econometric models. The economy is so slack
at the present time that we can find no inflationary impact from this
size deficit. In fact we cannot get movement at all because the economy
is projected to be flat through the rest of this year, hopefully with an
upturn in the last two quarters. This is an inexact science but we are
operating based on what we know today.
Mr. BURKE of Massachusetts. Mr. Chairman, will the gentleman

yield?
Mr. ADAMS. I yield to the gentleman from Massachusetts.
(Mr. Burke of Massachusetts asked and was given permission to
revise and extend his remarks.)
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Mr. BURKE. of Massachusetts. Mr. Chairman, I thank the gentleman
for yielding.
NO LMITATiON ON WELFARE OR DISAmBTY PAYMENTS

Mr. Chairman, I firmly support the motion to eliminate from the
pending resolution that will be offered later to the limitation on the
increase in Federal retirement benefits it contains. As I understand the
Budget Committee's recommendation, there would be a 7-percent
limitation, or cap, on benefit increases under all of the Federal retirement programs through June of 1976. There would be no limitation on
welfare or disability benefits, however.
Clearly the largest number of people affected by the Budget Committee's recommendation are elderly social security beneficiaries for
whom I have a particular responsibility as chairman of the Subcommittee on Social Security of the Committee on Ways and Means.
DISAGREEMENT WITH SOCIAL SECURITY ADMINISTRATION

Mr. Chairman, I think it is totally unrealistic to even expect that the
ceiling on the cost-of-living social security increases could be adopted
at this time. For one thing, it is not a simple matter to raise the social
security payments of all beneficiaries even by a uniform percentage
increase. I have ad some disagreement with the Social Security Administration in the past concerning the amount of time that is reqWired
to implement a social security benefit increase. However, the cial
Security Administration states very clearly that a minimum period of
about 2%months is required in order to convert the checks of social
security beneficiaries to reflect a uniform benefit increase. The Social
Security Administration is presently engaged in effectuating the 8percent cost-of-living increase that is to be paid out in the checks
mailed early in July. If the 7-percent ceiling on retirement benefits as
recommended by the Budget Committee were to be adopted, legislation would have to clear both the House and the Senate this week in
order for the Social Security Administration to have a fighting chance
of converting the social security payments to reflect it in the July
checks. This is assuming that the limitation is feasible in itself, which
I do not believe it is.
LIMIT COST-OF-LIVING INCREASE FOR RETIREES

It makes no sense to me whatever to distinguish between benefits
that are paid out of the social security retirement fund and those
which are paid out of the social security disability trust fund, as the
pending resolution does. I do not know why retirement beneficiaries
are in any less need for the full amount of the cost-of-living increase
than the disability beneficiaries are. Yet, the Budget Committee's
resolution would limit the cost-of-living increase for retirement beneficiaries and their dependents to 7 percent, while permitting disability
beneficiaries and their dependents to receive the full amount of the
8-percent cost-of-living increase provided for in the law.
Moreover. it makes absolutely no sense to me, Mr. Chairman, to
reduce the amount of the cost-of-living benefit increase for retirement
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beneficiaries 'at a time when we have just so recently enacted the Tax
Reduction Act of 1975, which provided a $22.8 billion stimulus to the
national economy. In effect we are now being asked to reduce that
economic stimulus by some $600 million in fiscal 1976 entirely at the
cost of old-age beneficiaries.
The Budget Committee's resolution makes no more sense to me
than did the recommendation of the President to provide a 5-percent
limitation on the cost-of-living increases for all social security benefficiaries. The President's recommendation was disapproved by the
Social Security Subcommittee and the full Committee on Ways and
Means, and would most assuredly have been disapproved by the full
membership of this House, just as the limitation recommended by the
Budget Committee is about to be disapproved.
Mr. Chairman, I urge that each and every one of my colleagues sup.
port the motion to provide that all of the social security beneficiaries
will receive the full amount of the social security cost-of-living increase to which they are entitled under the law.
Mr. ALEXANIDR, Mr. Chairman, will the gentleman yield?
Mr. ADAMS. I yield to the gentleman from Arkansas.
(Mr. Alexander asked and was given permission to irevise and
extend his remarks.)
CONGRATULATIONS TO COMMITTEE

Mr. ALEXANDER. Mr. Chairman. I rise in support of the resolution
and I offer my hearty congratulations to the gentleman in the well as
well as other members of the committee for the fine and diligent work
they have performed in the time they have had to do so.
Mr. Chairman, I thank the gentleman from Washington (Mr.
Adams) for yielding. When I first came to Congress in January 1969,
I was shocked to come face to face with the stark reality that
Congre.s--the legislative branch of our Government-had some years
ago abdicated its constitutional responsibility of producing its own
budget.
Thereafter, I joined with others interested in fiscal responsibility to
enact what is now known as the Budget and Impoundment Act of
1974. The new congressional budget procedure is now taking hold. It
is painful to Congress, even unsettling to those who are accustomed
to the cozy old custom of blaming the deficit on the Administration
which has been equally guilty by its pretended innocence and which
always blamed the deficit on the Congress.
REQUIRE CONGRESS TO ACCEPT RESPONSIBILITY

The gist of the Budget Act is to require Congress to acknowledge a
responsibility for the budget as a whole, including the size and shape
of the deficit, rather than simply passing a series of disjointed approlpriations bills and leaving it up to the White House to add up the,
totals at the end of the year.
It is a self-imposed discipline, both the House and the Senate must
adopt resolutions setting basic limits for spending, revenues and the
resulting deficit, if any. In the past, of course, nothing remotely like
this ever happened. We are all aware that traditionally the President
52-659-75--46
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would send his budget up to the Congress early each year after which
it was broken down into separate pieces and parcelled out to the various committees in the House and the Senate. It was never put back
together until a year and a half later, at the end of the fiscal year, when
the President's Office of Management and Budget would reveal the
final figures to those of us on Capitol Hill. The congressional committees
then would take credit for the goodies that benefited their constituents. But no Member would accept the blame for the size of the
deficit. Congress is now setting its own totals which is a giant leap

forward.

GRT DAY FOR AMERICAN PEOPLE

This is indeed a great day for the Constitution, the Congress and
the American people.
Again, I thank the gentleman for yielding.
Mr. ADAMS. I thank the gentleman for his support.
Mr. LEVITAS. Mr. Chairman, will the gentleman yield?
Mr. ADAMS. I yield to the gentleman from Georgia.
Mr. LEVITAS. Mr. Chairman, I commend the gentleman from
Washington, the chairman of the Budget Committee and the members
of the committee for the very hard and diligent work they have done,
but I have one or two questions which perhaps the gentleman can
clarify concerning the procedure which he has outlined.
Mr. ADAMS. If the gentleman will withhold his questions, I will
yield to the gentleman later, I will proceed with a parliamentary
question through which I hope the Chair will outline to us the process
that will be followed.
Mr. LEVITAS. I would ask the chairman a question regarding the
comment lie made earlier about the amendments which would be
offered to change the figures in the bill. As I understood the gentleman's
remarks, we could not amend the amounts as to the specific categories
or programs, the amendments will relate to the gross amounts only.
Mr. ADAMS. That is the opinion of the chairman and of the Committee on the Budget and I will address that question momentarily
to the Chairman of the Committee of the Whole so we will have a
ruling as to the manner in which we will proceed hero.
Mr. LEvITAS. If that is the case, is it true contrary to what we
have been told by some persons who are proponents for amendments,
who say they are increasing the limits in order to remove the cap for
social security benefits, that those caps could be removed without
increasing spending limits in the budget resolution but letting it stay
where it is, or lower, and simply making cuts in other programs and
adjusting other priorities within these limits?
CONGRESS CAN MAKE ADJUSTMENTS

Mr. ADAMS. Mr. Chairman, that is not exactly so, because the limit
could be kept exactly where it is, or perhaps even reduced, and the
various committees or the Congress itself can make sufficient adjustments in other programs so that the limits could be lived with as far
as social security benefits are concerned.
The CHAIRMAN. The time of the gentleman from Washington
has expired.
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Mr. ADAMS. Mr. Chairman, I yidd myself 5 additional minutes.
Mr. ICHORD. Mr. Chairman, will the gentleman yield?

Mr. ADAMS. I yield to the gentleman from Missouri.

DIFFERENCE BECAUSE OF INCREASES IN VARIOUS PROGRAMS

h,•.

Mr. ICHORD. Mr. Chairman, I have a question concerning the
chart of the distinguished chairman of the committee, in order to
clarify my understanding of the same. The chart shows the President's
budget as adjusted as approximately $359 billion. The recommendation
of the Budget Committee, which the gentleman shares, calls for a

total budget outlay of $368 billion. The difference is because of the

increase of approximately $11 billion in human resource programs,
a decrease of approximately $6billion in the national security program
and also an increase in the community resources and general government programs, as well as an increase in the-is it an increase in the
physical resources program? I cannot see from here.
Mr. ADAMS. That is correct.
Mr. ICHORD. If the gentleman will yield further, my question is,

as far as the difference is concerned, is the President's budget as
adjusted a realistic figure now? That is, can we adjust it to take out
the programs which Presidents always omit from their budgets to
make it look better, knowing full well that the Congress will adopt the
programs; is that so adjusted?
Mr. ADAMS. That includes adjustments of the nature the gentleman
refers to, but it does not include two major adjustments which are still
up in the air: First, the President says he will receive $8 billion in offshore oil; our estimates indicate that $4 billion is the most that will be
received; and second, the President estimates his revenues will be
higher because the Tax Reduction Act will terminate on Decemberi 31;
the committee expects it to continue to July 1. Furthermore, the
President does not include additional spending for a deficit for the
Post Office of about $700 million. The committee has put that amount
into the resolution.
ADDITIONAL WELFARE AND UNEMPLOYMENT COSTS

There is also about $1 billion in additional welfare costs, unemployment costs, and food stamp costs that are underestimated by the
President. So if we take those figures, the President is at a deficit of
approximately $70 billion.
fMr. ICHORD. For the last several years one of the items that has
been traditionally omitted is impacted-area school funds. Is that reflected in that figure?
Mr. ADAMS. It is not in the President's budget; it is in our budget.
Mr. ICHORD. It is in the budget of the gentleman's?
Mr. ADAMS. Yes. Now, if I might address a parliamentary inquiry,
then I will yield further time. I want to go to the other side so they
have an opportunity; but those who wish to speak will be given time
and I will certainly allow time; but I would like at this time to turn
to the procedures to be followed.
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PARLIAMENTARY INQUIRY

Mr.

ADAMS. Mr. Chairman, a parliamentary inquiry.
The CHAIRMAN. The gentleman will state his parliamentary inquiry.
Mr. ADAMS. Mr. Chairman, would the Chair state the procedures
governing the consideration of this first budget resolution?
The CHAIRMAN. The Chair will be glad to comply with that request.
The procedures governing consideration of budget resolutions are

set forth in section 305(a) of the Congressional Budget and Impound-

ment Control Act of 1974. They are as follows:
First, 10 hours are permitted for general debate, which is to be
equally divided between the majority and minority parties. A
motion to limit debate is not debatable.
second, amendments are to be considered under the 5-minute
rule in accordance with the applicable provisions of rule XXIII
of the Rules of the House of Representatives.
Third, after the Committee of the Whole rises and reports the
resolution back to the House, the previous question is considered
to be ordered on the resolution and any amendments to the resolution to final passage without intervening motion, except that at
any time prior to final passage, it is in order to adopt an amendment or series of amendments changing any figure or figures in
the resolution to the extent necessary to achieve mathematical
consistency.
Fourth, a motion to recommit the resolution or reconsider the
vote by which the resolution is agreed to or disagreed to, is not
in order.
Mr. ADAMS. Further, Mr. Chairman, since the Budget Act makes
no special rules with respect to amendments to budget resolutions, is
it correct to state that the usual House rules regarding amendments
will apply?
The CHAIRMAN. The gentleman is correct. To be perfectly precise,
the Chair would like to remind the Members that House Resolution 5
which was the adoption of the rules of this Congress, included therein
the applicable provisions of the Budget Act, and that makes a part
of the rules of the House those provisions of the Budget Act.
The gentleman's point is correct that in the amendment stage we
will be following the rules of the House.
PARLIAMENTARY INQUIRY

Mr. LATTA. Mr. Chairman, will the gentleman yield so that I may
make a parliamentary inquiry?
Mr. ADAMS. I yield to the gentleman from Ohio for his parliamentary
inquiry.
Mr. LATTA. Mr. Chairman, am I correct in assuming, since the
resolution contains only one section, that it will be open to amendment
at any point?
The CHARMAN. The gentleman is correct.
Mr. LATTA. Mr. Chairman, at this point I would like to address a
question to m colleague, the gentleman from Washington.
Is any special form required'on amindments to the resolution?
Mr. ADAMS. Mr. Chairman, in answer to the gentleman's question,
no special form is required. Amendments should simply strike out one
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figure, or figures, and insert another or others in their place. The explanation of the amendment should make clear the purpose of the
changed figures, indicating the functional categories that would be
affected. These categories are spelled out in the committee report this
year. Next year, they Will be contained in the resolution itself.
It should be noted that in nearly every case where expenditures are
intended to be changed, the amendment will have to change not only
the outlay figure of the resolution, but the budgetauthority, deficit and
public debt figures as well. Furthermore, since the relationship between budget authority and outlays on one hand and deficit and public
debt on the other must be determined specifically for each amendment,
I urge Members to contact the Budget Committee staff for help for
their amendments.
SOME AGGREGATE FIGURES 31UST BE CIIAXGED

It should also be noted that it is not possible, through the amendment process, to shift a certain amount of funds, either budget authority or outlays, from one functional category to another with no
change in figures in the resolution. At least one of the budget aggregate
figures in the resolution must be changed.
Obviously, since the Committee on the Budget has not yet iunplemented that part of the Budget Act relating to the inclusion in the
resolution of totals for major functional categories, amendinent,'
seeking to change these categories can, at this point, only be expressed
through amendments to the aggregate levels with an explanation that
the purpose of the amendment is to change the category level. The
appropriate way to implement such changes is through the authorization and appropriation process. When functional categories are included in the resolution next year they may, of course, be subject to
amendment.
Finally, since this resolution is a macroeconomic resolution containing budget aggregates only, I want to state that it is my intention to
raise a point of order against any amendments which attempt to earmark or limit funds for a particular program or functional category, or
to exclude from the aggregate totals in the resolution funds for a particular program or functional category, or any other amendments
which deviate from the fundamental purpose of the resolution.
AWENDRENTS WOULD NOT BE GERMANE

In my opinion, such amendments would not be germane to a
macroeconomic resolution. The legislative history is clear that these
resolutions should be confined to the overall budget picture. The act
itself, in section 301(a)(1), provides that the resolution must contain
such totals. Amendments which seek to exclude from the totals funds
for a particular program or category in effect increase the level of total
budget outlays. Such amendments would violate the provisions of the
act and would not be within the fundamental purpose of the resolution
and should, therefore, not be considered germane.
When the conference report on the Budget Act was presented, the
gentleman from Missouri (Mr. Boiling) who was involved with the act
from its inception, stated that to allow the resolution to get into parti-
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cular programs, agencies, appropriations, or projects would destroy
its utility as an instrument for making national economic policy. Not
only would such amendments not be germane because they deviate
from the fundamental purpose of the resolution, they would also not
be germane because they are not within the jurisdiction of the Committee on the Budget.
]IZGISLTIMVI

COEMMrE

TO CONSIDER LIMITATIONS

The appropriate committees t0 consider limitations on funds are
those legislative committees which report authorization bills and the
Appropriations Committee in the various appropriations bills.
1 would like to ask the gentleman from Ohio if he agrees with me with
respect to my statement on such amendments.
Mr. LATRA. I agree with the gentleman completely. Such amendments have no place in the resolution containing budget aggregates
only and intended to deal with macroeconomic matters.
1 would now like to direct another question to the Chair.
Mr. ROUSSELOT. Mr. Chairman, will the gentleman from Washington yield?
Mr. ADAMS. I would request that the gentleman from Ohio (Mr.
Latta) be permitted to complete his colloquy.
Mr. LATTA. I only have one further question to address to the Chair.
Am I correct in assuming that once a figure in the resolution is
amended, it is no longer subject to further amendment?
The CHAIRMIAN. The gentleman from Ohio (Mr. Latta) is correct.
A further amendment merely changing that amended figure would not
be in order.
Mr. ADAMS. I thank the Chair, and I yield to the gentleman from
California (Mr. Rousselot).
Mr. ROUSSELOT. I appreciate the gentleman's yielding. I would like
to ask two questions. I appreciate the inquiry that the gentleman has
made to the Chair.
.Mr. ADAMS. Mr. Chairman, if I could yield back for a parliamentary
inquiry of the Chair, am I correct that this is under the parliamentary
inquiry time and is not included within the debate time allotted to the
majority party?
The CHAIRMAN. The time is included within the time of the gentle-

man from Washington.
MrADAMS. Mr. Chairman, then I refuse to yield further.
Mr. LATTA. M'r. Chairman, I yield myself 15 minutes.

Mr. ROUSSELOT. Mr. Chairman, will the gentleman yield?
.M.1r. LATTA. I irield to the gentleman from California.
Mr. ROUSSELOT. I thank the gentleman for yielding.
PM BASIO ELEMENTS

The gentleman from Washington is saying in his inquiry as I understand it, we are addressing ourselves to the basic five elements that are
called for in this current resolution under the Budget Control Act. It
is not required that individuals justify by amendment language their
differences with the Budget Committee over the functional classifications?
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Mr. ADAMS. It is not required.
Mr. ROUSSELOT. We can certainly challenge the functional figures,
but it is not required to amend the resolution in this goal-setting
procedure to make our point?
Mr. ADAMS. Yes.
Mr. ROUSSELOT. Secondly, if I can quote from the act that is Public
Law 93-344. Section 304 of the act states, and I quote:
PERMISSIBLE REVISIONS OF CONCURRENT RESOLUTIONS OF THE BUDGET
31 U.S.C. 1325

SEC. 304. At any time after the first concurrent resolution on the budget for a
fiscal year has been agreed to pursuant to section 301, and before the end of such
fiscal year, the two Houses may adopt a concurrent resolution on the budget
which revises the concurrent resolution on the budget for such fiscal year most
recently agreed to.

Can we, then, in amendments to this resolution not properly address
ourselves to section 304?

Mr. ADAMS. I would state to the gentlema. that I would raise a
point of order if there was a specific direction that indicated that a
resolution had to be brought out at any time different than that provided in the statute.
Mr.RouSSELoT. What about reconsideration prior to September
in order to keep ourselves current? If we ask the Committee on the
Budget to report back on its findings prior to September in order to
keep us up to date, what about that? I agree with the gentleman that
it should be part of our permanent procedure.
XfM". ADAMS. I would raise a point of order against an instruction
within the resolution, I will state to the gentleman.
Mr. ROUSSELOT. Even though the provision is in the law or is
allowable under the law?
LAW PROVIDES DISCRETIONARY AUTHORITY

Mr. ADAMS. The law provides discretionary authority in the committee, and the committee may well do this; but I think an instruction
would be not within the scope of the resolution.
Mr. ROUSSELOT. On what basis would the gentleman raise a point
of order if it is contained within the law?
Mr. ADAMS. On the basis that this would be an amendment to the

law.

Mr. ROUSSELOT. But is it not an appropriate amendment if the law
allows it or actually provides for such an action as I propose.
Mr. ADAMS. I will state to the gentleman that there are three bases:
Either that the gentleman's amendment is an amendment of the law,
or it goes be ond the scope of the budget resolution, or that it is not
germane to House Concurrent Resolution 218.
Mr. ROUSSELOT. As the gentleman knows, I have discussed my
proposed section with the staff. The scope of my amendment does not
go beyond the law. It is merely within the provisions of the law, and
whatI am trying to establish is an understanding of a trigger date for
review. I probably will not offer it, but I would really like to know the
basis for the point of order.
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Mr. ADAMS. The gentleman wants me to state it, and the point of
order would be this:
BEYOND SCOPE OF CURRENT RESOLUTION

Section 2 of the amendment inserted in the Record by the gentleman
from California (Mr. Rousselot) goes beyond the scope of the budget
resolution and is not germane to House Concurrent Resolution 218.
Section 2 is a limitation on the jurisdiction of the Committee on the
Budget provided under rule X, clause 1 (e) of the Rules of the House
and the Congressional Budget Act which under House Resolution 5
was incorporated into the Rules of the House.
2 OF AIR. ROUSSELOT's AMENDMSINT
SEc. 2. The Congresq may adopt a revision of this resolution, pursuant
to section 304 of the Congressional Budget Act of 1974, in the event of
sharp revisions in revenue or spending estimates brought on by major
changes in the economy or other developments. The adoption by the
Congress of any such concurrent resolution described in this section,
revising the recommended or appropriate aggregate leveIq contained
in the first section of this resolution shall be not later than July 15, 19715.
SEC.

Section 2 revises the timetable for House actions on budget resolutions. It does not deal with the congressional budget, which i; the
subject matter of this resolution. Instead, it goes to congressional

procedures, which should more properly be handled by a separate
resolution or by amending House Rules or the Congressional Budget
Act.
Mr. ROUSSELOT. Mr. Chairman, I appreciate the gentleman's
statement. I will read the gentleman's point of record in the Record
tomorrow. I may wish to challenge the point of order.
Mr. LATTA. Mr. Chairman, I yield 2 minutes to the gentleman from
Pennsylvania (Mr. Shuster).
Mr. SHUSTER. Mr. Chairman, I thank the gentleman for yielding.
I would like to direct some questions to the distinguished chairman
of the committee, if I might.
IMPACT OF UNEMPLOYMENT

AND TAX REVENUES

I would refer to page 5 of the committee report, the general explanation of the resolution. Under "Unemployment" there is an extremely
basic statement with regard to the impact of unemployment and the
impact on tax revenues. It states that for every. increase of one percent
in unemployment in today's economy, there is a corresponding $14
billion loss in Federal tax revenues.
If the gentleman will bear with me, I would like to step through some
calculations here. I must be wrong. Indeed, I hope I am wrong because
if I am not, there is a fundamental flaw in the report.
First of all, in just round numbers, if we are talking about 1 percent
in unemployment, if we have roughly 8 million unemployed, we are
talking about a 1-million shift or roughly 1 million people going back
to work. Would the gentleman agree with that?

Mr. ADAMS. Yes.

I The full text of the amendment can be found on p. H3390 of the Congressional Record, April 28, 1975.
Section 2 of the amendment was subsequently withdrawn.
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Mr. SHUSTER. In rough numbers?
Mr. ADAMS. In general terms.
1 MILLION PEOPLE BACK TO WORK

•

Mr. SHUSTER. Therefore, there would be 1 million people back to
work. If the average income of those 1 million is, let us say, $10,000
a year, then the average Federal income tax paid on that $10,000-ayear income, let us say, is roughly $2,000. Would the gentleman agree
with that crude approximation?
Mr. ADAMS. Yes.
Mr. SHUSTER. It is probably too high.

Mr. ADA.iS. Probably too high; it is 14 percent.
Mr. SHUSTER. The figure is on the high side, $2,000. If we take

$2,000 times the 1 million people who go back to work, at least in the
Ninth Congressional District in Pennsylvania, $2,000 times 1 million
equals $2 billion, not $14 billion. Now, I realize that there might be
a ripple effect.
I certainly would like to know what that ripple effect is.
First of all, as to the arithmetic, does the gentleman agree?
Mr. ADAiS. The gentleman's problem is that he has not included,
for example, the Social Security tax which is now 11.7 percent, which
would be paid.
The CHAIRMAN. The time of the gentleman has expired.
Mr. LATTA. Mr. Chairman, I yield one additional minute to the
gentleman from Pennsylvania.
LOSS OF REVENUE BECAUSE OF RECESSION
Mr. ADAMS. Page 46 of the President's own budget shows full
employment receipts of $352 billion. The actual receipts are estimated
at $297.5 billion on page 6. This gives us a loss of revenue due to the
recession of $54.5 billion, divided by the fourpoints of unemployment,
in excess of 4 percent, yields an estimate o $13.6 billion per point.
Mr. SHUSTER. I do not question that those are the numbers in the
President's budget. What I am trying to do is get behind the numbers, to the reasonableness of the numbers. I will go back again to
my statement: If the 1 percent shift brings about 1 million people
being employed, and if we say the average income is about $10,000,
I can only get to $2 or $3 billion.
rlThe CHAIRMAN. The time of the gentleman has expired.
XMr. SHUSTER. Will the gentleman yield me 1 additional minute?
Mr. LATTA. I yield 1 additional minute to the gentleman from
Pennsylvania.
Mr. SHUSTER. I thank the gentleman.
Mr. Chairman, I see an enormously fundamental flaw in this
enormously important part of the basic assumption. I am waiting
not to hear what the numbers in some report might be, but the reasonableness behind those numbers.
I do not see how we can get the $14 billion. In fact, I would make
the guess, a sheer guess, that you can get to a $14 billion figure by
applying the additional tax revenue not on a 1-percent reduction in
unemployment, but an 8 percent--wiping out the unemployment.

710
And that is why if you wipe out the 8 million unemployed, that is the
way you can get to the $14 billion shift.
The CHAIRMAN. The time of the gentleman has again expired.
Mr. LATTA. Mr. Chairman, I yield 1 minute to the gentleman from
Maryland (Mr. Bauman).
PARLIAMENTARY INQUIRY

Mr. BAUMAN. Mr. Chairman, I would like to propound a parliamentary inquiry.
The CHAIRMAN. The gentleman will state his parliamentary inquiry.
Mr. BAUMAN. Mr. Chairman, my parliamentary inquiry is this: A
few minutes ago the gentleman from Ohio (Mr. LATTA) asked some
questions of the gentleman from Washington (Mr. ADAMS). In reply,
I understood the distinguished chairman of the Committee on the
Budget to say that in his opinion amendments would only be in order
changing the aggregate sums contained in the resolution, and any
functional category changes or spending policy changes which the
propounder or amender wished to effect would have to be governed
by the remarks made in debate, that no special limitations can be
written into this resolution by amendments.
I would ask the Chair whether under the rules of the House any
discussion or comment made in debate regarding an aggegate sum
offered as an amendment would have any controlling effect on any
policy or functional category spending? Would they not be limited to
changes in the total sums, andnot to any policy matter?
The CHAIRMAN

(Mr. Bolling). The Chair will answer the gentleman

from Maryland by saying that those matters would only affect the
legislative history on the action, and not the action on the resolution'.
Mr. BAUMAN. So that ultimately the Congress would have to decide
policy matters regarding specific parts of the budget, and any remarks
made in debate would have no effect, no legislative effect, except as a
recording of the intent of the Member who offered the amend ment?
CHAIRMAN.

The Chair will state that the debate is part of the

The CHAIRMAN.

The Chair cannot agree to the word "control" be-

The

legislative history. That is all the Chair can say.
M1r. BAUMAN. But remarks made would have no controlling policy
effect as to aggregate amount amendments which might be offered.

cause the legislative history under certain circumstances could control the final decision, but the gentleman's statement is essentially
correct.
Mr. BAUMAN. I thank the Chairman.
Mr. LATTA. Mr. Chairman, I yield such time as he may consume to
the gentleman from New York (Mr. Conable).
QUESTION OF INTENT AND PROCEDURE
Mr. CONARLE. Mr. Chairman, I have a question also for the distinguished gentleman from the State of Washington (Mr. Adams). It

is not a parliamentary inquiry, but a question of intent and procedure.
I am quite concerned about our process here.
The manner in which the report emerged from the committee, and
the statements that I have heard from people who either think the
deficit is too large or too small, lead me to believe that there is a
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distinct possibility that this report will be defeated on the floor. If
so, I wonder what would be the intention of the gentleman as to the
next step? I would like to get this ugly question right out on the table
so that people will know where they stand and will understand the
consequences of voting to defeat a report in whatever form it finally
emerges from the Committee of the Whole here today.
HORRIFYING POSSIBILITY

Mr. ADAMS. The chairman does not really want to contemplate such
a horrifying possibility. It would be the position of the chairman that
if this fails, the committee would meet and decide what it would
want to do at that point.. I cannot predict what the committee might
want to do at that point.
Mr. CONABLE. What I am asking is, Would it have the effect of the
prohibited recommittal motion were we to vote down the report
today or tomorrow, or whenever the vote comes? Would the committee
then return and possibly try to bring out a different report?
Mr. ADAMS. I have no idea about that. It is like a little boy about, to
cross the stream. I am not going to roll up my pants until I get to the
water. There is no way I can predict that. I would certainly call the
committee back into session, but what the committee might do in its
wisdom at that point I do not know.
Mr. CONABLE. There is no required procedure for us to go through
if that point arrives? We are on our own? This year is our virgin year,
and so we are in virgin territory if we find ourselves faced with
rejection?
OPMAT TRAGEDY

Mr. ADAMS. I think the gentleman might find himself faced with the
situation of no resolution at all. I cannot predict what the committee
would do, and I think it would be a great tragedy for the Congress to
start out on this endeavor in that position.
Mr. CONABLE. It would not be the chairman's intention, however,

simply to accept the rejection as final, were that to happen?
Mr. ADAMS. I do not think I, as chairman of the committee, am
entitled to make that decision. I think that is the committee's decision.

Mr. CONABLE. Mr. Chairman, I thank the gentleman for his frank

responses. I must say that the credibility of the Budget Committee
is bound to be tested'in a very difficult year like this when we start
out with a deficit of such incredible demensions, and I think we are
going to have to approach the subject with a great deal of judgment
for this reason. I would like to see this committee succeed. I certainly
will do what I can to be sure that it succeeds. The question of credibility, however, is affected by both the end product of our deliberations
and by the honesty of our continuing efforts to find a close relation
between Federal income and outcro.
The CHAIRMAN. The time of tRe gentleman has expired.
Mr. LATTA. Mr. Chairman, I yield myself 20 minutes.
(Mr. Latta asked and was given permission to revise and extend
his remarks.)
Mr. LATTA. Mr. Chairman, at the outset I would like to thank the
gentleman from Washington for his cooperation with the minority
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and compliment him on the way he has handled his chairmanship.
I do not believe I have, during the time I have been in the Congress,
served on any committee where the Chairman was fairer and harder
working, and I wish to publicly commend the gentleman for his efforts,
and likewise the other members of the committee. I think the members
of the committee realized that they had a responsibility to fulfill,
and they have responded accordingly.
M1ANY APPLICATIONSrFOR STAFF POSITIONS

Let me say further that the staff is probably one of the hardest
working we have in the Congress. It was assembled very quickly. I
might also say I do not believe any committee has ever had more
applicants for positions on its staff than this committee. I think at
last count the committee had something like 1,200 or 1,300 job
applicants on file for work on the staff.
This is somewhat of a new experiment that has not been attempted
since 1949, but I think it comes at the right time. I disagree with those
who say that because we have an impending deficit of the magnitude
we discuss here today that we should not carry forward on this resolution this year and we ought to wait until we have an easy task of
it. I do not agree with that. I think when we have a tough task ahead
of us we ought to meet it head on.
It would be disastrous for the economy and this Congress for us to
defeat this resolution.
BUDOET RESOLUTION IMPERATIVE

The chairman arkd I, and certainly other members of the committee,
disagree over the figures, but we do not disagree over the fact that we
have to have a budget resolution.
It is almost impossible for an outsider who does not know anything
about the work of the Congress of the United States to comprehend
the fact that we do not have any idea as to how much money we are
going to spend in any fiscal year as we go down the road. We just
keep spending and spending and spending and hoping that at the end
of the road everything is going to end all right.
The fact that we are faced now with the prospect of a $624 billion or
higher public debt indicates that things are not as we would have
hoped. We need some procedure such as that which has been outlined
in this new budget procedure.
Since this is a so-called dry run, we can improve on it and find the
iml)erfections and do something about them.
DIFFICULT TIME IN HISTORY

But we are in place, we are working, we are ongoing. I might say it
is facing us at a very difficult time in our history. We have here a
budget resolution that is calling for $73.2 billion imdeficit financing,
and the Office of Management and Budget calls to our attention,
and we call it to the attention of the Members on page 85 of the report
in our minority views, there is the possibility of a $100 billion deficit
for fiscal year 1976. it scares one no end. We will have acquired by
fiscal year 1976 only-and I think I probably ought to strike the
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"only"-$600 plus billion in. debt since the beginning of our history,
but we are going to acquire one-sixth of that in one single year.
That is scary. That is scary.
I think as Members of Congress we have to measure up to our
responsibilities. Every place we go people are talking about Government spending. I suggest Members read their mail. They will see
their constitutents are talking about it. They are concerned. They
are ahead of us.
WANT TH1E BEST MONEY CAN BUY

Hopefully through this process we can do something about the problem. And in doing something about that, as these appropriation bills
come forward for every conceivable project under the sun, we must
realize we cannot say: "That is a really good project, and we ought, to
appropriate more." We have to think about low much we are appropriating in total. But that is not what we have been doing, very
frankly. Just a couple of weeks ago we had an education bill on the
floor. Everybody is for education of our children. They are our most
prized assets. We want to get an education for them. We want the
est that money can buy. What didl we do? We added $1 billion-plus
with that one bill. Everybody is for school lunch programs, so we carne
along and added $1 billion to the school lunch program. And I could
go on down a list as long as my arm as to what we have been doingn
in the past.
When it comes to spending, whatever it is, we are for it in greater
proportions. I am for it, too, in greater proportions if we can pay
for it, if the economy and the Nation can stand it. That is a key
consideration.
NOT FAIR TO OUR CHILDREN

It seems that we forget when we appropriate these funds and we
pile up deficits that we are piling up interest indebtedness. We are
paying for a dead horse in this budget of about $36 billion just for
interest alone and we are passing this tremendous debt onto our
children and their children. I think that is downrightt immoral. I
have difficulty looking my two teenagers in the eyes and thinking,
"Well, I have been spending you into debt. We have been living on a
credit card that you are going to have to pay for." That is not fair.
Then we say to them, "Look what we are doing to you." We are
not doing anything for them, other than putting them more into
debt.
I know there are going to be propositions offered for a balanced
budget. Well, I have always believed fully in balanced budgets. I am
not one of those big-time spenders, as most of the Members know; but
to have a balancedbudget here is completely out of the question. We
would put this economy in a tailspin from which we might not recover
for years. In this budget we need something to spur on the economy
that is flagging.
GREATEST STANDARD OF LIVING OF ANY NATION

The question is going to arise as to how much stimulant we need.
We ought to pay attention of the Secretary to the Treasury, to the
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blue patches that the Secretary of the Treasury and others have
mentioned and whether or not we ought to let our great free enterprise system, that has given us the greatest standard of living of any
nation on Earth, work its way more than we provide for in this
resolution.
I think it is important that we consider these things as we go down
this road.
I heard somebody remark the other day that we are trying to do so
many things for so many people and adding to the cost that we are
going to have so many people in the wagon that we are not going to
iave enough people to pull it.
Now, I think it is important that we consider that. Who is going to
pull this wagon? Somebody is going to have to make these dollars
that we are spending.
FEDERAL SPENDING CAUSE FOR ALARM1

Everyone here is aware that this legislation comes before the House
at a time when we are riding the crest of a Federal spending binge
that has produced a deficit in 14 of the last 15 years and in 40 out of the
last 50 years. Federal expenditures since the 1960's have moved upwards in startling, proportions.
Furthermore, it is not just the size but also the type of spending
programs enacted during those years that is cause for alarm. Far too
often Congress has played the role of an irresponsible Santa Claus
in spending the people's money. Much of the increased spending has
been in the form of direct assistance to individualstknown as transfer
payments. In essence, what that means is money taken out of the
pockets of some individuals and placed in the pockets of others.
To demonstrate how this has grown, while the national defense
spending in current dollars was virtually level between 1969 and 1974
and there was a relatively small rise in nondefense operation expenditures. Federal spending on domestic assistance programs rose by $80
billion. As an indication of where all this could lead us, if the Federal,
State, and local spending growth rate over the past two decades
continues, by the end of this century governments would claim up to
60 percent of the Nation's entire output.
LACK OF ADEQUATE MEANS TO DEAL WITH DEFICIT

P This frightening prospect must be stopped, and it must be stopped
now. The Congressional Budget Act of 1974 was enacted for sound
reasons. There was a deep concern about big Federal spending, about
these deficits year after year and about the lack of adequate means to
deal with the problem. There was concern about the need for an improvemnent in setting national priorities. Unfortunately, the resoluproblems in the minds of
tion
Mang'does not effectively deal withinthese
Tle deficit figure of $73.2 billion H. Con. Res. 218, in my humble
judgment, is far too high. As was stressed in testimony before the
Budge t Committee, even though inflation is being eased somewhat,
if we follow a path of excessive fiscal and monetary policy, there is
a real danger that inflationary pressures will be set off all over again.
Inflation, in turn, will bring up more recession if rising prices cause
the people to stop buying.
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A massive Federal deficit could have serious effects on the private
credit market. This too would interfere with our efforts to promote
economic health and overcome the recession. Under a deficit as contained in the resolution, the Treasury would have to borrow significantly more in the capital market this calendar year than has ever
been borrowed before in any single year by both the private and
public sectors. This could set in motion sharp competition between the
Federal Government and private borrowers for capital funds. The
result could be rising interest rates and overturning of the economic
recovery and rising unemployment.
DEFICIT FIGURES NOT ALL FEDERAL DEBT TO BE GENERATED

What makes the problem still more serious is the fact that deficit
figures do not constitute nearly all the Federal debt that will be
generated during the year. The activities of so-called off-budget
agencies and the federally sponsored and federally guaranteed borrowing that will take place must also be taken into account. These
could amount to more than $20 billion in borrowing.
The resolution endorses excessive stimulative spending. It should
have been learned from our experience during the 1930's that the
Government cannot spend its way into prosperity. During that
period, extremely high unemployment continued in spite of a variety
of job creating programs. That lesson seems to have been completely
forgotten.
f'might say that during that period in our history, in 1931 we had an
unemployment rate of 15.9 percent in the Nation; in 1932, 23.6 percent; in 1933, 24.9 percent; in 1934, 21.7; in 1935, 20.1 percent; in
1936, 16.9 percent; in 1937, 14.3 percent; in 1938, 19 percent; in 1939,
17.2 percent; in 1940, 14.6 percent; and the year that we entered
World War II, 9.9 percent.
LESSON FROM THE PAST

So, we ought to take a lesson from the past. We had all the alphabet
programs one could think of trying to increase employment and bring
down those unemployment figures, and the record shows that it just
did not work.
Not only is the stimulative spending endorsed by the resolution
excessive, it is also the wrong kind. The resolution proposes to add
'•.

many billions of dollars to the budget for public works programs.

In addition to being extremely costly, public works programs by their
very nature are very slow starting, and most of their impact will come
after the need to stimulate the economy no longer exists.
This means the public works program would have to have a limited
effect fiscall year 1976 in overcoming recession and would have a
severe inflationary impact in fiscal years 1977 and 1978.
WORK TOWARD OREAnNO MKOM JOBS

And so it goes for the stimulative effect of the public service jobs.
These, too, have many drawbacks. Studies have shown that public
service programs over a period of time add very little to the net
amount of additional jobs. Instead, they tend to displace regular jobs
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by subsidized public jobs and substitute public spending in place of
State and local spending. The proper approach is to allow our free
enterprise to work more toward creating jobs and to minimize economic distortions such as have occurred in the past years due to
Federal spending policies.
There is reason for concern as to what this resolution does to our
defense program, and I might say that this should be a real concern
to everyone.
The Secretary of Defense came before our committee with a series of
charts, and I want to call them to the Members' attention. They are
set forth in our hearings. I want to direct the attention of the Members
to one chart, which appears on page 349 of the hearings, which shows
the comparison of the production of various implements needed in case
of war between the United States and the Soviet Union.
SOVIET UNION AHEAD IN MOST PRODUCTION

I was amazed to find that our production in only one category exceeded that of the Soviet Union, and that was on helicopters.
In armored personnel carriers, the United States in 1972-74 produced 860. The Soviet Union in the same period produced 4,400.
In tanks, the United States in that period produced 462. The Soviet
Union produced 3,000.
In helicopters, the only one that we were ahead, we produced 920.
The Soviet Union produced 710.
In the tactical fighter category, we produced 540. The Soviet Union
produced 930. In bombers, we produced none. They produced 10.
In attack submarines, we produced three. They produced five.
In warships, we produced 11. They produced 39.
In strategic submarines, we did not produce any. They produced six.
How about the inventory? The inventory estimates are that in tanks
the United States, which is supposed to be the most powerful nation
on earth, has 9,000. The Soviet Union has 40,000.
Armored personnel carriers, we have 27,000. They have 40,000.
Artillery, we have 6,000. They have 20,000.
Helicopters, 9,000 for the United States, 2,000 for the Soviet Union.
Tactical fighters, 5,400 for the United States, 6,000 for the Soviet
Union.
The CnAIRMAN. The time of the gentleman has again expired.

Mr. LATTA. Mr. Chairman, I yield myself 5 additional minutes.
In bombers, we exceed in our inventory that of the Soviet Union.
We have 498. They have 180.
Nuclear submarines, the Soviet Union has 64, the United States 80.
Warships, 189 for the United States, 220 for the Soviet Union.
Strategic submarines, the United States has 41, the U.S.S.R. 62.
General purpose submarines, -10 for the United States; 200 for the
Soviet Union.
I wish that those who believe that we ought to cut the defense
budget further would keep these figures in mind before offering their
amendments.
CONSTANT EROSION OF DEFENSE EFFORT

For a number of years there has been a constant erosion of the U.S.
defense effort while at the same time there has been a steady increase
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in defense spending by the Soviet Union. In recent years, outside of
retirement pay, the Soviet Union has outspent the United States on
defense by at least 25 percent.
The Congress simply cannot keep spending for practically every
imaginable type of domestic assistance program and assume that we
can shake down the defense budget for all or a part of the money. As 0
practical matter, that cannot continue.
Someone has calculated that if the erosion in our defense program
continues at its present rate, in 10 years' time we will be down to the
Secretary of Defense, no soldiers, sailors, airmen, or marines at all,
just the Secretary of Defense, and he would be armed with a single
rifle.
With the state of things in the world today, we cannot allow a
continuation of this erosion of our forces. The resolution contains
some arbitrary cuts in the proposed defense budget that could lead to
significantly reduced readiness of our forces, and in my view, these
reductions must be modified.
SHORTCOMINGS OF THE RESOLUTION

The items I have discussed represent some of the serious shortcomings of the resolution, as reported by our committee. The resolution also contains substantial increases above the budget in such
areas as social services, community development, manpower, health
and education, and these are in areas where reductions or adjustments
must be made if we are to bring outlays and the deficit down to a
tolerable level.
The major lesson that I believe we must learn today is that Congress
must exercise strict fiscal discipline if we are truly interested in
promoting responsible Government and a sound and healthy economy.
That applies not only to what we do with this budget resolution. Tfie
acid test comes when Members are called on to vote on other legislation, on the appropriation bills and on the authorizing legislation.
STATEMENT BY THE PRESIDENT

Pop

Mr. Chairman, I have just been handed a statement by the President
of the United States pertaining to this resolution, and I would like to
read it. It is dated April 30, 1975.
It reads as follows:
. This week the Congress has an opportunity to show the American people where
they stand on fiscal responsibility.
Under a new procedure established by the Congress last year, Budget Committees have been established In both the House and the Senate. These Committees
have been hard at work since the 94th Congress convened. Each Committee has
now produced a resolution calling for a ceiling on Federal spending for fiscal year
1976 and these resolutions will come before the Members for a vote this w'eek.
As you know, when I signed the tax cut bill, I drew my line on the Federal
deficit at $60 billion. I reaffrm my commitment to that $60 billion ceiling and
urge in strongest possible terms its acceptance by Congress.
Both the House and the Senate resolutions would raise my ceiling. The Senate
resolution would approve a deficit of $67 billion; the House $73 billion, I strongly
believe my limit is far preferable to either alternative.
Until now, there has been no mechanism for instilling discipline in the total
spending actions of the Congress. Instead, the legislative process has proceeded
in a piecemeal fashion, each Committee acting on its own. As a result, no one in
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Congress was responsible for assuring that we could afford everything that was
enacted.
Our economic circumstances cannot tolerate such a haphazard approach. Therefore, I urge, in the strongest possible terms that both Houses of Congress adopt a
spending ceiling resolution. The national interest requires that Congress draw a
firm spending and deficit line.

Mr. ADAMS. Mr. Chairman, I yield 10 minutes to the gentleman
from Texas (Mr. Wright).
ENRICHING EDUCATIONAL EXPERIENCE

Mr. WRIGHT. Mr. Chairman, serving on the Budget Committee
this year has been an extremely enriching, educational experience for
me. 1 am somewhat ashamed to confess that after some 20 years in the
Congress there were many things I had never been able to fit together
in their accurate perspective prior to having the opportunity to serve
on this committee. Ifurther think it wouldbe a great experience for
every Member of the House to have the privilege and responsibility
of trying to sit down and put together in some composite form the
budget expectations and probabilities of the Nation.
This budget resolution projects a total deficit for the coming fiscal
year of $73.2 billion. As an abstract proposition, I suppose any one
of us would say "no" to that kind of a deficit. If we were to ask any
citizen if it were a good idea to have a $73.2 billion deficit simply for
the sake of having such a deficit, I think his answer would have to be
"no." Just as a person would have to say "no" if one were to ask him
in the abstract whether it was a good idea for him or his family to
borrow a lot of money. As a simple proposition, it is not a good idea
to be in debt. Almost everyone would agree with that. But almost
everyone also would have to agree that there are some circumstances
in which it is both necessary and unavoidable.
FEDERAL DEBT HISTORY

I do believe that if we look at the historic movement of the Federal
debt in connection with the historic movement in the gross national
product over the past 30 years, we may see the estimated figure of a
$73.2 deficit in a slightly less terrifying perspective.
In fiscal year 1945, 30 years ago, the gross national product-all the
goods and services turned out by this entire Nation-amounted to
$216.8 billion. In that year our Federal debt was $259.1 billion.
Ten years later, in wqval year 1955, our gross national product had
grown to $378.6 billion, and our Federal debt had grown to $274.4
billion.
k Ten years ago, in fiscal year 1965, our gross national product had
taken a tremendous jump to $654.2 billion, while our Federal debt
had grown to $323.2 billion.
The estimate for fiscal year 1975 is that our gross national product
will stand at $1,434,000,000,000, and that our Federal debt will come
to about $538.5 billion.
DEBT VIS-A-VIS MONEY ECONOMY GENERATING

Mr. Chairman, here is the point of my making this recitation. I
think these figures have a relationship, one to the other. Just as the

719

•

S

-amount of money that a family might reasonably, healthily and manageably expect to borrow has a relationship to the net worth of that
family and to that family's annual income, so does the amount of
debt that the Government of the United States can sustain have a
reasonable relationship to the amount of money that the economy
is generating.
For example, Mr. Chairman, let us take the 1945 figures and
hypothecate a situation roughly analagous to a family. If it were
reasonable for a family making $21,000 that year to sustain a debt of
$25,000 0r $26,000, or if it were reasonable, assuming the 19.65 figures,
for a family earning $65,000 in a year to sustain a $32,000 debt, then
perhaps it is not altogether unreasonable to expect a family making
$143,000 a year to sustain a debt of $53,000. This would be comparable
to the growth of our national debt as related to the growth of our
national income.
Let us consider the percentage of the gross national product which
the Federal debt represents. This next chart reflects these facts. In
1945, 30 years ago, the Federal debt was 119.4 percent of our gross
national product. By 1955 it had shrunk to 72,5 percent. By 1965 our
Federal debt was 49.4 percent, just almost exactly half of our gross
national product. In fiscal 1975, even in spite of the fact that our
gross national product has not been growing in the past few months,
the debt is 37.6 percent of our gross national product.
GROSS NATIONAL PRODUCT STEADILY D

NoG

What these figures indicate, it seems to me, is that over the past 30
years the Federal debt, measured as a percentage of our gross national
product, rather than increasing, has steadily and consistently declined.
A great deal of concern has been expressed about the ability of the
capital supply markets in the United States to finance a $73 billion
deficit without triggering distortions in the interest rate, exerting
upward pressures.
I must confess that I have been concerned about that, and yet I
think the figures reflected on this next chart may set the gravest of
these apprehensions at rest, at least to a considerable degree. These
reflect the last 3 fiscal years and the total demand for loan funds in the
United States.
In fiscal 1973 the private demand for loan funds stood at some
$189.8 billion. Private capital sources were seeking that much money
to finance economic activity in the private sector. State and local
borrowings amounted to $12.6 billion, and the total Federal borrowing
came to $32.9 billion. One can see that for fiscal 1973 the total demand
for credit in the United States was $235.3 billion.
DECLINE IN DEMAND FOR CAPITAL FUNDS

In fiscal 1974 private demand was $184.1 billion. State and local
demand was $16.8 billion, and the Federal demand was $23.4 billion,
for a total of $224.3 billion of total demand.
In fiscal 1975, the year which will end on June 30, it is estimated
that the total private demand for borrowing will have come to only
$112.8 billion. One can see the very substantial decline in private
demand for capital funds. That is, of course, both a result and a
-contributing cause of the recession. Business is not optimistic about
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the future. Consumers are not optimistic about the future. They
are not seeking to borrow money because they are so apprehensive
about the future of the economy.
State and local governments will be borrowing this year $15.9
billion, less than they borrowed in the last fiscal year, and the total
Federal requirement will have grown to $61.5 billion in the capital
markets.
But the significant thing, it seems to me, is that in fiscal 1975 the
total aggregate demand lor borrowing comes to only some $190.2
billion, which is considerably less than that for fiscal 1974, which
was $224.3 billion, and considerably less than it was in fiscal 1973,
which was $235.2 billion.
The First National City Bank of New York in a recently published
paper declares that for the first 3 months of calendar year 1975,
January, February, and March, private demand had shrunk to the
point that on an annual basis it would come to only about $100 billion.
Th is is almost $90 billion less than the private sector was seeking in
fiscal 1973.
PUT AMERICANS BACK TO WORK

If on top of that level of private credit demands we add Federal
borrowing to the extent of $73.2 billion, the two would impact money
markets only to the level of about $173 billion. What I am suggesting
is that, as distasteful as this level of Federal debt is to me and I am
sure to all of us, in this present situation we obviously need a stimulative budget. Most of the projected deficit is the direct result of the
severe economic decline. We must do those things necessary to get us
out of the depression and put Americans back to work and begin an
upward climb. Until we do this, there will be no way to reduce the
deficit.
We must be realistic, of course, and face the fact that to the degree
we are successful in sparking economic revival, we will stimulate more
private demand for investment capital. But I do believe these figures
indicate that there is room, given an accommodating attitude on the
part of the Federal Reserve, to accommodate this much Federal
orrowing without increasing interest rates.
Mr. KEMP. Mr. Chairman, will the gentleman yield?
Mr. WRIGHT. I yield to the gentleman from New York.
MORE CONFIDENCE NEEDED IN PRIVATE INVESTMfENT

Mr. KEMiP. Mr. Chairman, there are a couple of points I would like
to make and then end up with a question. What concerns me is that
statistics of $110 billion of total private borrowing alluded to by the
gentlemen. The fact that it is so low today certainly points out one of
the basic problems in our economy, and that is that there is not enough
private investment nor confidence enough in private investment in
this country to stimulate a resurgence of our economy, the construction and housing and jobs and a better standard of living which we
want for America.
Mr. WRIGHT. I quite agree.
Mr. KEMP. The question some of us are asking, I say to my friend,
is: What role do we think the Federal Government should play in
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stimulating our economy? The gentleman says if there is an accoriunodating Federal Reserve expansion of money supply the gentleman thinks we might be able to accommodate the huge credit demands of Government borrowing. Could the gentleman tell us what
he thinks an accommodating increase in the money supply would be?
STIMULATE PRIVATE ECONOMY

.Mr. WRIGHT. I think a normal growth of 4 to 6 percent in the
money supply would accommodate this much additional Federal
borrowing while at the same time allowing room for a stimulus to
private borrowing. If we do not stimulate private activity, obviously
we have not achieved the result we are seeking.
Mr. KEMP. I agree with you that a 4 to 5 percent growth rate is
desirable, but is the gentleman suggesting more and more Government spending will stimulate private spending?
Mr. WRIGHT. As a matter of fact I think that may be quite correct.
To the extent we put Americans back to work, to the extent the
stimulative facets of the budget direct themselves to reducin unemployment rolls and putting people back to work and back in the business of earning money on which they base purchases, I believe that it
does stimulate the l;rivate economy.
M1 r. KEMP. Is it not a question how we put people back to work, not
necessarily just putting them back to work in the public sector, where
one out of every five Americans today is working? Is it not a question
how we put them back to work so they are producing taxes instead
of just consuming taxes?
ATTRACT ADDITIONAL PRIVATE INVESTMENT

Mr. WRIGHT. Obviously the most desirable thing of all would be to
put Americans to work in private business turning out goods and services for sale. However, when we have about 9 percent of the work force
unemployed at the present time and 24 or 25 percent of the work force
in the construction trades unemployed, and a vast inventory of construction equipment lying idle, I think it is the role and responsibility of
the Government to do"those things necessary to get those people back
to work. That in turn stimulates production and transportation of
construction equipment and goods and that in turn puts more people
to work in the private sector. In many communities it will create the
infrastructure through public works which will attract additional
pri ate investment. I think we can demonstrate that each dollar spent.,
for example, on the interstate highway system has generated investments of at least $8 or $9 in the private sector in job-producing
business enterprises.
XIMr. KEMP. Could I make a point before the gentleman finishes.
Mr. WRIGHT. I promised I would not take much more time. Perhaps
later in the debate we can continue this colloquy.
PLEA FOR SUPPORT OF RESOLUTION

Mr. Chairman, in closing let me say this one thing only, that whatever the Members of the house in their wisdom decide to do about
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this budget resolution, whether to raise or lower the projected deficit,
I want to plead that we support the final product. When the majority
of the House has worked its will, then let us vote for the resolution.
If we should fail to adopt a budget resolution, we would be refusing
to adopt any kind of overall target. This, of course, would subject the
Congress it-self to the most severe and justifiable criticism.
So I plead that whatever amendments Members think reflect their
philosophy of a good budget, get on record and vote for them; then
when the majority has worked its will, in the interests of the institution
itself, in the interest of the future, and in the interests of regaining
congressional control of the budget, support the budget resolutions on
final passage, so that we can have at least some yard-stick.
Mr. LATTA. Mr. Chairman, I yield 2 minutes to the gentleman from

New York (Mr. Kemp).
(Mr. KEmP asked and was given permission to revise and extend
his remarks.)
BUDGET COMMITTEE MANDATORY

Mr. KMtp. Mr. Chairman, I would like to say to my friend the
gentleman from Texas (Mr. Wright) that I appreciate thfe hard work
both the gentleman from Texas and my friend, the gentleman from
Washington (Mr. Adams) have done on this Budget Committee. I
could not agree more that the Budget Committee is absolutely
mandatory if we are going to get a hold on this budget process, but I
would also say to the gentleman it seems to me that the basic premise
outlined in their approach is that Government spending is the best
way to stimulate the economy.
I would like to say why I disagree.
When I came to this Congress, or when I was elected in 1970,
unemployment was around 4.2 percent and the Federal budget was
$193 billion. We are today debating a budget in fiscal year 1976 of
upward of $390 billion while unemployment is hovering around 8.7
to 9 percent and higher in my area of western New York. If, in fact,
Government spending were the answer to creating employment and
stimulating the economy, why is it that as we have doubled the
Federal budget, we have doubled the unemployment?
GOVERNMENT RESPONSIBILITY TO REVIVE ECONOMY

Mr. WRIOHT. Mr. Chairman, for one thing, we have more than

tripled the gross national product. I am not an advocate nor an
apostle of Government spending. I am certainly not an apostle of
debt, per se; but in the present situation I would have to say to my
friend, the gentleman from New York, that while the best possible
world would be investment in the private sector, the Government has
the responsibility to do some things to revive the economy and revive
the hopes of the private sector, to the end that they will make those
investments and capital expenditures andi pull us out of this recession.
These are the things we have to do.
Mr. KEmP. Mr. Chairman, I would agree with the gentleman that
the Federal Government has a responsibility to support programs that
will increase incentives for investment and savings in this country.
This will create jobs, stimulate construction and finance a more stabile
recovery than all the deficits in the world.
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The CHAIRMAN.

The time of the gentleman from New York has

expired.

Mr. LATTA. Mr. Chairman, I yield the gentleman 1 additional min-

ute.
RATE OF INVESTMENT NONCOMPETITIVE

Mr. KEMP. Mr. Chairman, I would say to my friend, the gentleman
from Texas, that when the gentleman presents those charts showing
the borrowing of the Federal, State, and local governments, and the
percentage of the GNP, we also ought to show to our colleagues on the
floor-and I am sorry more are not here--we ought to show them the
percentage of private investment as a percentage of the gross national
product..How much of the GNP are we investing in our private, productive sector? I would say in juxtaposition with every other economy

*inthe world, our rate of investment is noncompetitive. We have only
10 percent of our GNP reinvested. Japan has 35 to 36 percent. West
Germany over 30 percent. Even France is over 25 percent.
NOT INVESTING ENOUGH CAPITAL

We are not investing enough capital in the private and productive
sector to create jobs and stimulate housing and produce a higher
standard of living in this country. That is what bothers me, that we
are expanding the public sector to such a degree that the Government
sector is interfering with the private sector's ability to create wealth.
Mr. LATTA. Mr. Chairman, I yield 10 minutes to the gentleman
from California (Mr. Rousselot).
(Mr. ROUSSELOT asked and was given permission to revise and
extend his remarks.
Mrs. FENWICK. Mr. Chairman, will the gentleman yield?
Mr. ROUSSELOT. I will be glad to yield to the gentlewoman from
New Jersey.

Mrs. FE..nviCK. Mr. Chairman, I would. want to ask about the

information I have received that the deficit will not be $73 billion,
but that there is an additional $30 billion. Where do those figures
W
come from, and are they justified?
Mr. ROUSSELOT. Mr. Chairman, I will try to answer the question,
and perhaps some member of the Budget Comnittee would care to
respond.
BAD HABIT OF ADDING-ON

It is my understanding that there have been additional projections
by various people in the Treasury Department, the Federal Reserve
Board and by others even in this Congress, including the chairman
of the Appropriations Committee, that there may be additional
add-on debt, even though we set the debt limit at $73 billion. The
reason for even more add-on debt is because of so many add-on
programs, and cost the Congress has tacked on to appropriations bills
going through this House in the past few months. The add-on's to
the high debt, by the time we get to the conclusion of fiscal year
1976, may well exceed even the $73 billion add-on deficit that is
projected by the majority vote of this Budget Committee. The answer
to the gentlewoman's question is that this Congress, this House,
constantly adds to appropriation bills, rolls over even our own Appropriation Committee and adds just as we did this week to the "free
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lunch" program a billion and a half dollars; we have a bad habit of
adding a billion and half here, and by the time we get to the end of
fiscal 1976, it well could be, as Chairman Mahon has said, $30 billion
more, than even the liberal projection of the Budget Committee.
Mr. KEMP. Mr. Chairman, will the gentleman yield?
Mr. RoUSSELOT. I yield to the gentleman from New York.
FRIGHTENING STATISTIC

Mr. KEMP. Mr. Chairman, may I just take a minute to answer
the gentlewoman's question? The chairman of the Appropriations
Commi'tee, on which I am proud to serve, said several months ago
when tde budget was first prepared that the projected unified budget
deficit, adding to that the borrowing from the States and adding the
borrowing to finance off-budget agencies and other financing, totalling
them all up for the next 18 months, he predicted $166 billion or $170
billion of net borrowing by the Federal Government alone, not to say
what State and local governments must do.
At that point, my concern is that we will be taking 4 out of every
5 dollars of private credit available in the country, which is going to
be borrowed by Federal, State, or local governments. That is a
frightening statistic to those of us who believe in free enterprise.
IMPORTANT SOURCE OF ADD-ON

Mr. ROUSSELOT. Mr. Chairman, I think the gentlewoman has made
an excellent point. I know the gentleman from New York identified
an important source of the $30 billion add-on. Part of the problem
has been-and what the Budget Committee is trying to resolve,
although I do not think quite strongly enough, but at least it has
made the attempt-is that unfortunately in the past, if an individual
Member of Congress tends to justify an add-on item on here, an
add-on item on there, that same Member then says, "Well, I voted
against that appropriation, so I am really basically a fiscal conservative because I voted against the Defense Department appropriation.
Therefore, I am a fiscal conservative even though I may choose, as
an individual, to add on a lot of other places amendments that contribute to massive additions."
So, the gentlewoman makes an excellent point. I do not think
anybody can accuse the chairman of our Appropriations Committee of
being irresponsible. He has been willing to accept add-ons in appropriations. 1 think the point is well taken.
PURPOSE OF BUDGET CONTROL ACT

The problem is that constantly we justify to ourselves, as individual
Members, certain additions to the appropriation process as we go along,
and there is no attempt to put a cumulative ceiling some place. That,
of course, is the purpose of the Budget Control Act and its constituent
efforts as we go through the process.
Mr. Chairman, I will offer at the appropriate time an amendment
to this resolution, with consistent figures, to call for a balanced budget
at roughly a $300 billion expenditure level.
Mr. Chairman, I rise in opposition to House Concurrent Resolution
218 as reported by the House Budget Committee. In my estimation,
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the Federal spending and the deficit that would be called for in the
committee's reported resolution for fiscal year 1976 would result in
giving the economy another dose of inflation-recession-an action
which I do not think the economy can tolerate, and an action which I
do not believe the citizens of this Nation can tolerate.
RESTORE LONG-TERM ECONOMIC STABILITY

It is for these reasons that I will offer an amendment in the nature
of a substitute during consideration of House Concurrent Resolution
218. My substitute calls for a balanced budget in fiscal year 1976the only solution to restoring long-term economic stability, and stimulating job-producing programs. The job-producing programs I am
referring to are those which will be developed in the private sector as a
result of easing the Government-caused inflation, and creating an
atmosphere whereby industry can expand. The committee would have
us continue the same economic philosophy that has gotten us into the
situation we are in now. More Federal spending leads to more inflation
which causes recession, and the spiral will continue if we in Congress
continue to treat the symptoms by providing a larger dose of the cause.
My alternative would shift the emphasis in the economy from the
Federal sector to the private sector, and I believe it offers the Members of this body a clear choice between continuing inflation-recession,
or moving the economy toward long-term stability.
At this point, I would like to direct a few questions to the chairman
of the committee, Mr. Adams:
First, on page 16 of your report, you state that the $73.2 billion
recommended deficit for fiscal year 1976 is "unavoidable and necessary." If the recession is caused by inflation, and we know that it
is, and the inflation is primarily caused by the financing of the Federal
deficit, and we know that this is also true, how can you believe that
your proposals can do anything to help the economy pull out of the
recession?
FULL PRODUCTION 'LEADS TO FULL EMPLOYMENT

-Aw

54,,

Second, it is obvious to me that the answer to finding jobs for our
Nation's unemployed lies in creating an atmosphere whereby private
industry can expand and production can be stimulated. F,0l production would lead to full employment-and employment without
inflation. On page 17 of the committee report, you state that:

[In 1973, 83% of manufacturing capacity was utilized. By the final quarter
of 1974, capacity utilization was down to 75.9% (Federal Reserve Board index),
and all indications are that utilization declined further during the first quarter
of 1V75.

Production cannot be stimulated if the Treasury is absorbing all
the capital in the private money market, or the Federal Reserve
increases the supply of money in the economy to finance the deficitsthe only two ways to finance Federal deficits both of which are inflationary and neither of which can produce jobs. How can the committee recommendations start us on the road to expanding jobproducing programs in the private sector when it continues the

inflation-recession that has caused the unemployment in the first
place?
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RAPID DECLINE IN PRIVATE DEMAND LOANS

Third, also on page 16, the committee report states that Treasury
borrowing to finance the committee's recommended deficit will not
displace borrowing in the private sector, and it gives as one of its
reasons that, "private demand for loans has fallen rapidly during the
current recession." However, the committee report goes on to state:
If the stimulus to current economic activity provided by the Committee's
budget recommendations revives lagging demand and production in 1976 as
expected, this expansion will probably restimulate private demands for investment funds. Given that result, continued Federal borrowing at the fiscal year
1976 level could compete with revived private loan demand and drive interest
rates beyond what many borrowers could afford. Under those circumstances, to
avoid high interest rates would require a further expansion of the money supply in
excess of productive capabilities. This excess supply of money could lead to
higher rates of inflation, if the strength of private demand again rises strongly.

Would you please explain to me and several other confused col-

leagues, how this makes sense? Is what you are saying that the commit tee recognizes that the money will not be available in the private
money markets for industry expansion and job-creating economic
activity, and that we have no hope of moving toward economic recovery under the committee's proposals? If this is the case, it is a
point on which we would agree, I might add.
STUDY COMPARISON CAREFULLY
Mfr. Chairman, at the appropriate time, I will be offering my substitute and the following is a comparison between my alternative, the
President's budget, and the committee's proposal. House Concurrent Resolution 218, as reported. I urge my col leagues to study this
comparison carefully, and to join me in this effort to set aggregate
budget totals balancing the budget for fiscal year 1976-the only
levels that will insure that the economy will start on the road to
long-term recovery, and job-producing economic activity.
I include the following:
COMPARISON,-OF THEIROUSSELOT SUBSTITUTE WITH THE PRESIDENT'S BUDGET AND THE BUDGET
COMMITTEE'S RESOLUTION
[In billions of dollars]

Estimated revenues for fiscal year 1976 ..............................
New budget authority ..............................................
Budget outlays....................................................
Deficit for fiscal year 1976 ..........................................
Increase inthe public debt limit (currently $531,000,000,000) ............

President's
budget

House
Budget
Committee's
resolution
(H.Con.
Res. 218)

Rousselot
substitute
(H.Con.
Res. -)

297.5
385.8
349.4
51.9
65.4

1295.0
395.6
368.2
73.2
93.0

2299. 4
300.0
8299.4
0
111.4

1After $4.400.000,000 was deducted Inanticipation of the extension of the Tax Reduction Act of 1975 to 1976.
1 Does not include extension of the Tax Reduction Act-if such estimate adjustments are required, they should be accomplished in an additional budget resolution as allowed under sec. 304 of the Congressional Budget AcL
3 Balanced with anticipated revenues.
6Primarily composed of the outlays of the off-budget Federal agencies.

The committee suggested that the anticipated revenues for 1976
would be roughly $300 billion. Actually $299,400 million.
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LIVING WITHIN A BUDGET

My belief is that if one were to talk to any major money manager
in this country and said to them, "If you came to the Federal Government, do you think you could get along on $300 billion and manage
a budget in that constraint?" the overwhelming majority would say,
"Yes, that seems like a reasonable expenditure level. I think I can
live within that constraint."
My belief is that we should set that target, to live within that
anticipated revenue of $300 billion.
I know there are all kinds of justifications-and I am sure I mig ht
quote an exception here or there-but I wish to announce to this
Congress today that I would be willing to suffer setbacks even in that
area where I thought an appropriation might be increased here and
there, say for fire protection in the Angeles National Forest, which is
in my own district, if only this Congress would finally come to grips
with the argument that we should be responsible, like any other level
of government any city council, any State government, the overwhelming nuiin~er of which must live within the constraints of anticipated income. But we do not do it. We constantly say to ourselves,
"Well, here there are exceptions. Here is another exception." And
never once have we really lived up to that "claim" that we are great
champions of a balanced budget.
CAMPAIGNED FOR BALANCED BUDGET

I have looked in the records of every single Member of this Congress,
and well over 70 percent of this Congress campaigned aggressively last
election for a balanced budget and said so in their campaigns.
Do the Members believe that we will abide by that in this simple
resolution, which is only a target resolution? It does not even commit
us to a final course in 1976 because we come back here, as the chairman of our Budget Committee has said, in September and revise those
estimates. I believe we should.
I believe we should send a major signal to this Nation and say, on
the basic elements of this resolution, five basic points, that we intend
to live within a cash flow of $300 billion and we intend to do it in
fiscal 1976.
18 MONTHS TO RESPOND TO GOAL

And so that is why I will offer that resolution at the point that I

CT" believe it is appropriate for that issue to be debated and considered.

I wish to do so in order that this issue can be put before us, because
we are only setting targets for 1976. We basically have 18 months to
respond to that goal of trying to live within $300 billion. And I would
be more than willing to leave the final decision to the total Congress
and maybe even lose in some areas where I think the level of expenditure should be higher than some of my other colleagues. I believe the
Members would send, by accepting that concurrent resolution that
I am recommending, a message to the entire country that for once we
intend to debate the issue of living within a very substantial projected
revenue of $300 billion, and do it.
I realize that there will be some legislative requirements of change
in present law in some slight ways coming out of various legislative
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committees, but I would be willing to have the response come from
those legislative committees because I know of the problem, of the
ongoing commitment to in-place legislation.
The CHAIRMAN. The time of the gentleman from California has
Mr. LATTA. Mr. Chairman, I yield 2 additional minutes to the
gentleman from California (Mr. Rousselot).
Mr. ROUSSELOT. Mr. Chairman, I thank the gentleman for yielding.
Mr. SHUSTER. Mr. Chairman, will the gentleman yield?
Mr. ROUSSELOT. I yield to the gentleman from Pennsylvania (Mr.
Shuster).
Mr. SHUSTER. Mr. Chairman, I commend the gentleman from
California (Mr. Rousselot) for his statement.
VAST DIFFERENCE BETWEEN FAMILY AND GOVERNMENT DEBT

There has been much talk here today about percentage of debt
going down in relation to the total gross national product, and much
talk about the comparison of family debt to the Government debt.
Would the gentleman not agree with me that there is a va-t difference
between comparing Government debt and family debt, because when
a family borrows money, it is the same family which pays back that
debt eventually? However, when the Government borrows money, it
is not the same people. Rather, it is one set of people which borrows
the money, and it is the children and grandchildren of those people
who must pay that money back.
Mr. ROUSSELOT. The gentleman is correct, especially when the
Federal Government goes into the marketplace, it is an entirely different situation. That is deficit financing which presently is costing us
roughly $33 billion a year in interest charges. Our problem here today,
as the gentleman knows and has pointed out, is not just the add-on
deficit of $73 billion that our budget committee is recommending, but
also the refinancing of the tremendous, massive debt that is already
on the books. Therefore, while my colleague from Texas talks about
only $61 billion of loan demand for Federal debt instruments to finance
this debt, there is also the rollover of current debt we already have.
So if the goals of this resolution are actually realized, the Treasury will
have even greater interest charges with which to cope.
ADD-ON FACTOR WILL INCREASE INTEREST
Mr. SHUSTER. Mr. Chairman, if the gentleman will yield further,
will the gentleman not agree that while he talks about $33 billion in
interest now, based on this add-on factor with respect to the national

debt, it is not going to be $33 billion in interest; it is going to be close
to $40 billion a year this year and every year of our lives and the lives
of our children until we are told when and how this debt is going to be
re!aiid?
Mr. ROUSSELOT. I thank my colleague, the gentleman from Pennsylvania, for his comments. I want to say that the interest charges

could be even more.
The CHAIRMAN. The time of the gentleman from California has
expired.
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Mr. LATTA. Mr. Chairman, I yield 2 additional minutes to the
gentleman from California (Mr. Rousselot).
Mr. RouSSELOT. Mr. Chairman, I appreciate the gentleman's
yielding.
PAY EVEN MHGER INTnST RATES

w

It could be even more than $40 billion or $45 billion add-on cost in
interest charges, if the Federal Govermnent has to go out in the
marketplace to finance this recommended debt and to pay at even
higher interest rates, if we commit our Federal Government to that
kind of $73 billion add-on debt.
Mr. D'Ai.fOURS. Mr. Chairman, will the gentleman yield?
Mr. ROUSSELOT. Yes; I yield to the gentleman from New Hampshire.
Mr. D'A.MoURS. Mr. Chairman, I appreciate the gentleman's
remarks.
I mentioned balanced budgets in my campaign as an objective.
Mr. RoussELOT. Mr. Chairman, I hope the gentleman will agree
with me and support my resolution.
Mr. D'ArouRs. Before I consider supporting the gentleman's proposed amendment, can the gentleman indicate to mehow much of an
effect that $300 billion budget will have on unemployment?
Mr. ROUSSELOT. Yes, I would be glad to estimate it, if I can. I am
not sure the gentleman will accept my analysis of the projected situation. I sit on the Committee on Banking, Currency and Housing, the
Joint Economic Committee, and other related subcommittees, so I
have had a chance to look at those estimates-or projections.
REFINANCING OF OLD DEBT

Part of the problem that we now face is that the Federal Government's presence in the marketplace is so great that it nearly preempts
available capital. For instance, last year the Federal Government took
up 60 percent of the total amount of money that was available in the
marketplace. The Federal Government, if we approve this budget
recommendation, will not only have to refinance the old debt, but we
will have to add on $73 billion of new borrowings. The estimates by the
Treasury Department are that if we adopt the policies of this resolution it could take up anywhere from 80 to 85 percent of the total of the
money available in the private marketplace to finance old debt. Added
to that problem is the new commitment.
My answer to the gentleman is this, that the Federal Government
cannot create one single job that it does not finance out of the hip
pocket of the taxpayer, the working people of this country, the 85
million working people of this country or the alternative method of
making by demands on our children and grandchildren through
deficit financing.
NEW TOOLS FOR MANUFACTUIIING

So that the answer to the gentleman's question is that I believe that
the private marketplace in the housing field, general construction,
new tools for manufacturing, provide the real long-range employment,
not an overabundance of Government-created jobs.
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The CHAIRMAN. The time of the gentleman has again expired.

Mr. ADAMS. Mr. Chairman, I yield 5 minutes to the gentleman from
Ohio (Mr. Ashley).
(Mr. ASHLEY asked and was given permission to revise and extend
his remarks.)
Mr. ASHLEY. Mr. Chairman, I rise in support of House Concurrent
Resolution 218. At the outset I want to commend the gentleman from
Washington, the Chairman, Mr. Adams, and his counterpart, my
good friend and colleague, the gentleman from Ohio (Mr. Latta)
or efforts which really deserve our respect, admiration, and
congratulations.
The startup of this budget process was not meant to be an easy
one. I think that the Chairman of the Committee of the Whole, the
gentleman from Missouri (Mr. Boiling) knows full well what I am
saying. It has been a most difficult job. It has taken an enormous
amount of not only hard work, but understanding and commitment
on the part of both sides, on the part of all the Members, indeed, of
the House Committee on the Budget.
REBUILD PUBLIC CONFIDENCE IN GOVERNMENT

Mr. Chairman, I think we all recognize that the new budget process.

is of enormous importance to the future of our Nation. I think we
are aware of the responsible role Congress must play in the formulation
of the fiscal policy of our Nation, if public confidence in our system
of government is to be rebuilt and strengthened. We must accept this
responsibility. We must make the new process work.
If I may say so, Mr. Chairman, I think that this was very much
what President Ford was saying in a letter that was delivered to our
ranking minority member, and read by him, the gentleman from
Ohio (Mr. Latta).
I rise in support of the resolution before us not because I think it
is perfect-because I do not believe that at all-I support the resolution because it reflects at least a general consensus on the levels of
Federal taxing and spending that should be approved during fiscal
year 1976.
As I say, the task of the Committee on the Budget was not an
easy one, because we were faced with widely divergent positions: On
one hand, the administration's budget that, at lear in the view of
most, was not sufficiently stimulating to promote recovery and
reduce unemployment substantially and, on the other hand, the spending plans of the various House committees, which, again in the opinion of most, would have resulted in a staggering deficit of nearly

$100 billion.

PROVIDES CONSIDERABLE STIMULUS TO ECONOMY

I think the committee recommendation provides considerable stim-

ulus to the economy. I think it does this without resulting in an
unreasonably high or unmanageable Federal deficit. It was done,
generally, by accepting only those new spending proposals that
involve job-producing activities-housing, public service jobs, accel-

erated public works projects, and so forth, which can be quickly
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activated and which will not become part of the permanent program
fabric which obviously burdens future budgets.
I think it is important to recognize that our deliberations today go
beyond the fiscal 1976 budget, and this is what I think the gentleman
from Ohio (Mr. Latta) quite appropriately was talking to. We must
understand that our national economy is not a giant spigot that can
be turned on and off by the actions of the Federal Government.
Total Government spending at all levels, State, local, and Federal

represents about 35 percent of the gross national product. The Federai

Government itself accounts for about 21 percent of the gross national
product. The remainder, that is to say, the other two-thirds of our
total economic activity, is attributable to the private sector. It is here,
Mr. Chairman, that we must look for most of the jobs that can
return us to full employment.
WORKS AT CROSS-PURPOSES

But the private sector must be given the opportunity to respond.
It is quite true, in my view, that unlimited congressional pumppriming denies this opportunity and works at direct cross-purposes
to promoting recovery and jobs, because the credit necessary to fund
ongoing Federal deficits becomes unavailable to business, which can
function effectively only when it does have prompt access to the money
market at interest rates which are reasonable.
Personally, Mr. Chairman, I suppose I might be more comfortable
with a lower deficit than the $73.2 billion recommendation of the
committee. I think this amount can be handled however, during fisca
1976 without the inflationary pressures and without crowding business
out of the credit market.. My reservations go to fiscal year 1977 when
an economic upturn is all but certain, an upturn which can be shortcircuited if in that year there is anything like the same level of deficit
and Federal spending that can be justified in fiscal year 1976 for
stimulative purposes.
CONTAINS HONEST AND RESPONSIBLE RECOMMENDATIONS

What I am saying is that, in my judgment, on balance I consider
the resolution to contain honest and responsible recommendations,
and on this basis it has my support. But for the reasons that I have
indicated, I will find it very difficult, nay, impossible, to support any
amendments which add to the size of the budget and to the deficit
as proposed by the committee.
AsI have pointed out in my supplementary views, the reordering
of national priorities is a laudable pursuit until it becomes my priority
that is being reordered. Yet, if none of us is willing to yield on our
priorities, then the price must and will be paid in certain inflation and
certain joblessness. Because. I believe the resolution addresses itself
responsibly to the dual problem of recession and inflation, I urge its
adoption.
Mr. LATTA. Mr. Chairman, I yield 5 minutes to the gentleman from
Ohio (Mr. Devine).
(Mr. DEvINE asked and was given permission to revise and extend
his remarks.)
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ONE OF THE M1OST IMPORTANT PIECES OF LEGISLATION

Mr. DcvINE. Mr. Chairman, this is a real tragedy. Here we are, the
U.S. House of Representatives, debating under a statutory rule of
10 hours one of the most important pieces of legislation that has come
across this body. Less than 10 percent of the membership is on the
floor of the House to listen to it. I do not know where all of those
eager beavers are who were here yesterday waiting to vote on Vietnam.
have all disappeared. They must not be concerned about the
budget and the state of the inflation of this Nation.
I was going to ask the Chairman if the Sergeant at Arms ought
not go up and see if somebody has locked the doors to the press gallery.
Two people were up there a while ago. I do not know how many are
there now, but it looks like ghost town up there.
No one seems to be interested in this most important piece of legislation.
We properly created in the last Congress this Budget Committee.
I understand they have hired 65 people on their staff already to do
the job we have asked them to do. But nobody seems to be interested.
Where is everybody, Mr. Chairman?

eThey

GET VIEWS OF THE PEOPLE

This budget situation is horrendous. Those of us who are here know
at least this Congress generally has a bad reputation. Look at the
polls. They downgrade the Congress more than anything else, and
this may be an example why. On the other hand, we are criticized because we take too many recesses, although I think that perhaps
might be in the best interest of the Nation that we do go back home
and get the views of the people and find out what they think. Maybe
we will change our ways.
Yes, we are talking about a budget deficit of $72 billion. A great
deal of it has been swept under the rug. Probably it will be a great deal
closer to $100 billion.
I will tell the Members why. Those who are responsible know who
they are. It is a great thing to tell your constituents and it is the easy
thing to do in Congress to vote "yes" on everything. They can go home
and tell their people: "Look what I did for you." And who can afford
to go home and say: "I voted against school lunches?" But we do not
talk about the fact that we blew the budget by $1.3 billion to do that.
We just say: "Look what I did for you." On the education budget we
did a similar thing. And we cannot be again, education or against
teachers or against old folks. We say: "I vote aye. I voted aye."
But when it comes to raising revenues to pay for the excesses, then
where are those who voted aye?
MADE SERIOUS MISTAKE

They must vote no and be "responsible." We all are tarred with
the same brush back home no matter how we vote. We voted for the
tax cut legislation and I am sure we made a serious mistake. The Presi-

dent should have vetoed it. We reduced revenues by $25 billion and yet
Congress continues to spend at current and even greater rates.
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What does this do? It puts us under an obligation to fund programs
with money we do not have, so we have to go out in the private sector
and borrow money. That dries up money from private sources and it
runs up the rate of inflation and it hurts the little people we are trying
to help.
Before our final vote there will be amendments to reduce this legislation from $72 to $70 billion, or may be $65 or $50 billion, or maybe
even balance the budget. Many big spenders will vote "aye" to reduce
-so they can go home and say: "I voted to cut the budget" and it will be
their only conservative vote of the whole session. That is why I think
Congress has such a bad reputation and why it is rated so low in the
polls of this country.
Mr. SY.Numis. Mr. Chairman, will the gentleman yield?
Mlr. DEVINE. I yield to the gentleman from Idaho.
ROOT OF OUR PROBLEMS

Mr. SyM.Nis. Mr. Chairman, I commend the gentleman for his

speech and for the stance he has taken in the last 15 to 18 years in
this body. I think what the gentleman is saying is the system we are
operating on with the deficit spending really rewards the irresponsible
and is the root of all our problems in the United States.
Mr. DEVINE. I thank the gentleman.
To say "I told you so" does not help. The thing we must do is to
hit the cause and not the effect, and the cause is big spending. We
(1o not produce a nickel's worth of things in Washington. We are
really distributors. We have to take from the people back home before
we can give it to them, but we take less from them than we can give
back, and that is why we have inflation.
Mr. ADAMs. Mr. Chairman, I yield 7 minutes to the gentleman from
Connecticut (Mr. Giaimo).
(Mr. GIATMO asked and was given permission to revise and extend
his remarks.)

FACING COMPLEX ECONOMIC PROBLEMS

Mr. GTAIMO. Mr. Chairman, the first concurrent resolution on the
budget comes before the House of Representatives at a time when
we as a nation face bewildering and complex economic problems both
at home and abroad.

At home, we have the unholy entanglement of inflation and recession. Thousands of workers are idle, millions of others are being
-f,,•

burdened with the high cost of living. Our great industrial complex,

from the huge River Rouge plants to the smallest manufacturers,
are shut down or operating far below capacity. Internationally, the
Vietnam ordeal has been long, arduous, and extremely costly in every
way. An acute energy shortage results from our international dependence on oil and related raw materials. The integrity of the dollar is
threatened in even the most remote corners of the globe.
In every), respect, a new sense of urgency confronts us all. We in the
Congress have been elected to provide leadership, no matter how difficult or seemingly impossible that task may be. We must not shirk
our responsibility, for in the long run there will be no escape from
that responsibility.
52-659-75-----48
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CON(GRESSIONAL, LEADERSHIP DILUTED

It is no secret that congressional leadership in basic budgetary
decisions has been diluted over the past several decades. With almost
unconscious abandon, we have allowed, through backdoor spending
provisions, multiyear appropriations, and similar measures, approximately 73 percent of our Federal outlays to become virtually uncontrollable. Our public debt now well over $500 billion and estimated to
exceed $600 billion in this resolution, is staggering. Yearly Federal
deficits have reached such totals that our annual net interest payments, what the taxpayers pay, is in excess of $20 billion. I do not
have to tell you the hardships this places on our elderly, our young,
and our people with modest incomes.
Congress has not been particularly successful in the past in its
attempts to establish an orderly procedure for determining national
spending and revenue policies and priorities. In the Legislative Reorganization Act of 1946, Congress tried to assert new and meaningful
control over the budget process through creation of a legislative
budget. After three unsuccessful attempts to use this, device, it was
abandoned as an unqualified failure.
When the legislative budget failed, the omnibus appropriations bill
of 1950 was put into effect to require the House Appropriations Colnmittee to combine the numerous separate appropriations bills into one
omnibus measure. After limited success in 1950, in January 1951 the
committee voted to return to handling appropriations bills separately.
When in 1953, the Senate proposed a return to the omnibus plan, the
House did not respond.
CONGRESS NOT GIVEN NEEDED STRENGTH

Neither have other more recent attempts to manage logically national spending and revenues had enough force to provide real control.
The idea of a Joint Committee on the Budget was approved seven
times between 1952 and 1965 in the Senate without House consideration any of those seven times. Also the spending limits Congress attmp ted in the Johnson years did not give Congress the strength it
needed either. When spending was held down, it was accomplished by
selective executive impoundments after Congress had appropriated
funds.
Certainly, a satisfactory approach to congressional control was not
found in cutbacks on spending in the 1967 continuing resolution that
required executive branch agencies to hold down obligations. Nor can
much be said for the 1968 effort to cut Federal spending by $6 billion
via the Revenue and Expenditure Control Act, or the 1969 and 1971
tries at establishing a ceiling on expenditures.
BUDGET BASED ON REASON AND FORESIGHT

We have needed a rational procedure to manage the country's
finances for a long time. Now we have it. Now we can no longer afford
to ignore it in favor of piecemeal approaches at arriving at national
priorities or at attempts to hack away at expenditures by across-theboard cuts that take away our budgetary discretion. If Congress is

735
willing to discipline itself, we will have a budget based on reason and
foresight and a means to turn around the country's economic situation.
The Congressional Budget and Impoundment Control Act gives the
Congress a process for reason. It well affords us an opportunity to
exert authority long needed by the Congress. Rather than simply
reacting to the President's budget, we can now take a proactive stance
with a legislative budget based oil better and more complete analyis.
This first resolution culminates an intense and reasoned beginning
to arrive at totals which will serve as ai gage of Qur future
legislative actions. The members of the committee, although not. in
total agreement on every assumption, have been able to set aside
their differences in the interests of creating reasonable aggregate
figures and an important fiscal and economic mechanism.
I want to compliment Chairman Adams for the fine.work lie has
(lone in directing this committee and in motivating us to work together
to formulate the first resolution on the budget that promises a sound
approach to Federal budgeting.

,effort

AVEA OP GREAT DISAGREEMENT

And so, M'r. Chairman, I support this legislation. This is an area,
where there is great disagreement; witness the fact that my good
friend who preceded me in the well berated us in Congress for being
all too often high spenders. I plead partial guilt to that, although I
can say that I join with the gentleman in some areas such as the School
hInch giveaway program last week where I tried to save some money.
SThlmt is not the issue before us. The issue is, what do We do( about
'the'state of our economy? We in this committee have two concerns,
two basic concerns. Onie is uneml)loymnent. The other is inflation.

They are both deadly, deadhl diseases, in our body politic." We have
got to find some answers to it.
The American people are looking to this institution. True, our
rating in the polls is low; but who rates highly in the polls in the eves
of the American people? The executive branch does not rate higlily.
Our financial institutions (10 not rate highly. Our religious institutions
(10 not rate highly. The American people are disillusioned with most.
of their institutions, including their Congress. But they are looking to
Congress for solutions.
TRYING TO FIND RATIONAL SOLUTION
I think this 'is a good piece . of legislation. I want to commend our
chairman, the gentleman from Washington (Mr. Adams) for taking
on a new job with a new committee, probably a first in Americatn
history, trying to get this body, this Congress, to discipline itself and
come up with a budget. No easy task I say to you. I commend the
chairman for a job well done. That is what we are trying to do here.
We are trying to find solutions rationally.
I am encouraged because there is strong opposition to this budget
resolution. I am encouraged because the opposition comes from either
of two groups of extremists who say, "You are not spending enough"
or "You are spending too much."
Some oppose this resolution because the $73 billion deficit is too
high and others oppose it because the deficit is too low.
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Here we are, as so often happens in the Congress. We have the coming together of two groups from the extreme left and the extreme right
of the economic spectrum saying, "We both oppose your legislation for
absolutely different reasons."
What does that say to me and to the rest of us who like to think we
are rational and moderate? It says there must be something good about
this resolution. We are trying to come tip with a compromise figure
insofar as the deficit is concerned. We speak of $73 billion as the correct
amount. We are not that far wrong. The President himself starts out
with $60 billion. So the differential is between $60 billion and $73
billion.
PROTECTION AGAINST INCREASING UNEMPLOYMENT
Now, none of us have the kind of insight which can say with absolute

preciseness wherein between $73 billion and $60 billion the true figure
rests. But reasonable men and women can get together and work that
out.
This rate of spending will protect us against massive and increasing

unemployment, hopefully, by stimulating our economy and it will also
protect uts, hopefully, against a tremendous inflation by rejecting
greater deficits.

I think more important is the fact that we do establish a congressional budget for the first time. There are many who say that we are
incapable of establishing this congressional budget. They say that
Congress is too undisciplined a body to form a budget. This is our
first attempt.
I submit we cannot and we must not fail. We have got to come forth
proposing a budget with the necessary figures, as our committee has
recommended, compromise them out as we hope to do tomorrow; but
once that debate has taken place, for heaven's sake, let us pull together
and vote yes to this budget resolution. It would be a most disastrous
thing, not only for the country, but also for the Congress if we were
to show the Nation that we were incapable of approving a congressional
budget.
Mr. MAHON. Mr. Chairman, will the gentleman yield?
Mr. GIAIMO. I yield to the gentleman from Texas.
M1UST NOT ABANDON BUDGET CONTROL

Mr. MAHON. Mr. Chairman, does the gentleman from Connecticut
take the position that, regardless of our fiscal philosophy, regardless
whether we lean toward more spending or less spending, it is urgent
that we must not abandon budget control legislation in order.th~hwanl-v
--.ra-teh
an
e-_et ective _gffg nabe-ir an[&6w1 re6--al spending?
Mr. GIAIMO. Yes, I do.
Mr. MAHON. Does the gentleman advocate that those of us who are
pretty conservative in our views and think the deficit proposed is too
uigh, vote for this resoltition? Conversely, does the gentleman advocate
that those who feel that the budget deficit is too low, vote for the
resolution? Does the gentleman think we all, as a practical matter,
should vote for some sort of bill after the House has worked its will?
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ABIDE BY COMMITTEE RESOLUTION

,

Mr. GJAIMo. I think we should express our disagreements and
differences of opinion as to the magnitude of the budget deficit when
we address it in the amendments process, but then after that has
taken place, I urge the Members to abide by the committee resolution
as amended and come forth with a budget.
Mr. MAHON. Mr. Chairman, I think all of us are concerned that our
vote on this resolution will not be misinterpreted as to our political or
fiscal philosophy, but I am inclined to agree with the gentleman that
we must proceed to try to make this new procedure work successfully.
How successful we may be at the beginning is, of course, uncertain,
and what may happen thereafter is uncertain, but surely we need to
move in this direction and demonstrate the will to get a better handle
on Federal revenues and spending.
Mr. GIATMO. I thank the gentleman.
Mr. LATTA. Mr. Chairman, I yield 10 minutes to the gentleman from
New York (Mr. Kemp).
(Mr. KEMP asked and was given permission to revise and extend
his remarks.)
CONTROL OVER RUNAWAY BUDGET

Mr. KE•1P. Mr. Chairman, I rise as one of the cosponsors of the
Budget Control Act and as someone who has been constantly concerned
and interested in getting control over the runaway Federal budget
process. I am glad to join my distinguished chairman of the Appropriations Committee on that committee and I look forward to working
with him and serving under his leadership in the future of that great
committee.
As I understood his question, should we vote for this particular
resolution primarily because we have no alternative? Is that what my
distinguished chairman's statement was?
Mr. MAHON. Mr. Chairman, if the gentleman will yield, I will say
that I was just raising the issue, I might say to my friend from New
York, as to what some of us should (1o who are very much troubled
about this situation. I do not think we want to destroy thhi program,
and we do not want to place ourselves in a false position. If we vote
down the resolution, after we have tried to amend it and work our
will, it would seem to met.be a step in the wrong direction. That is
myr

o.vgw_

Wha could bb done toward revising the legislation

-... •(i•ng House consideration remains to be seen.
RECIPE FOR RECESSION AND INFLATION

Mr. KzMP. Mr. Chairman, I appreciate the gentleman's answering
i hat for me, because again I say that I have such a great respect and

regard for the effort he has made over the years to help control
Federal spending and I am opposed to this resolution of deficit
spending. It is a recipe for recession and inflation.
One of the interests I have had in' this whole process, I say to my
friends who are here, has been to tsy to get a handle on the Federal
budget and the huge deficits so destructive to the American economy.
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The statement has been made that we are dealing today with both
unemployment and inflation, and that should be quite obvious to all
,of us. Unfortunately it is more fun and better politics to fight recession
than it is to fight inflation.
What we are dealing With is a resolution which has as its budget
authority $395 billion for fiscal year 1976, $73 billion of deficit and
submit the taxpayers of this country will reject it. I mentioned
earlier in the debate that when I came to the Congress, or when I
was elected in 1970, the Federal budget for fiscal year 1970, was
,,round( $195 billion, and unemployment was hovering around perhaps
4.5 percent..
DEFICITS STRANGLING FRFE

ENTERPRISE

Today we are talking about a budget authority of $395 billion, just
a few years- later, and unemployment is 9 percent; even higher in
New York State. Government spending and out of control deficits
are strangling free enterprise. So there is a legitimate debate about
what creates jobs and what creates prosperity, and what helps stimulate the economy of America.
I say, as one Member of this body on the minority side of the
aisle, I welcome this debate. I think it has been too long in coining.
I think all of us ought to welcome it in the spirit of the process in
which we as legislators must decide what is the best source of economic
stimulation in our country.
I might also add that in the last 5 years there has been $150 billion
of deficits and who caan deny the fact that unemployment is up and
inflation is up? Deficits destroy jobs and only stimulate inflation rather
than recovery.
This is an important debate, for the future of a free and prosperous
America and I just. say again, like my good friend from Ohio (Mr.
Devine), I wish there were more Members here to participate and to
be edified by this debate.
Mr. KREBS. Mr. Chairman, tile gentleman in the well'just mentioned
the gentleman from Ohio (Mr. Devine), who stood here 15 nuinutes
ago and lectured this Congress about the poor attendance; whereupon, the gentleman from Ohio (Mr. Devine) left the Chamber.
Mr. Chairman, I ah making the point of order that a quorum is
not present (6 give the gentleman from Ohio (Mr. Devine) an opportunity to participate in these discussions.
The CHAIRMAN.

Evidently a quorum is not present.

The Chair announces that he will vacate proceedings under the
c.all when a quorum of the committee appears.
Mleml)erbrs will record their presence by electronic device.
The call was taken by electronic, device.
CALL OF THE HOUSE
The CHAiRMAN. A quorum of the Coinmittee of the Whole has not
al)peared.
The Chair announces that diregular quorum call wilJ now commence.
Members who have not already resl)onde(l under the noticed
quorum call will have a minimum of 15 minutes to rel)ort their
p)resence. The call will be taken by electronic device.
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The call was taken by electronic device, and the following Members
failed to respond:
[Roll No. 1651

...

Andrews, N.C.
Barrett
Biaggi
Binghani
Boggs
Breaux
. Brooinfield
Brown, Calif.
Burton, John
Carr
Chisholm
Clausen, Don Hi.
Cohen
Coughlin
Crane
Delaney
Dellums
Derwinski
Downey
Drinan
Edwards, Calif.
Eshleman
Eyin.g, Tenn.
Fascell
Foley
Ford, Tenn.
Fraser
Ginn

Gonzalez
Hansen
Harrington
Hlarsha
Hastings
Hawkins
H~bert
Horton
Jones, Ala.
Kastenmeier
Koch
LaFalce
Lott
McFall
McKinney
Mathis
Mikva
Mills
NMollohan
Mosher
Motti
Murphy, N.Y.
Nedzi
O'Hara
O'Neill
Peyser
Price
Rees

Reusq
Rhodes
Riegle
Rodino
Roe
Rosenthal
Russo
St Germain
Satterfield
Scheuer
Shipley
Shriver
Slack
Stark
Steiger, Ariz.
Stokes
Sullivan
Teague
Thompson
Traxler
Vanik
Whitten
Wiggins
Wilson, Charles II.,
Calif.
Wilson, Charles,. Tex.
Winn
Young, Fla.

Accordingly, the Committee rose; and the Speaker having resumed
the chair (Mr. Boiling), Chairman of the Committee of the Whole House
on the State of the Union, reported that that Committee, having had
under consideration the concurrent resolution, House Concurrent
Resolution 218, and finding itself without a quorum, he had directed
the Members to record their presence by electronic device, whereupon
349 Members recorded their presence, a quorum, and he submitted
herewith the names of the absentees to be spread upon the Journal.
The Committee resumed its sitting.
The CHAAIRMAN. When the Committee rose, the gentleman from

'

New York (Mr. Kemp) was recognized for 5 minutes.
Mr. KEMtP. Mr. Chairman, the premises that I was making before
the quorum call were twofold: a) that those of us who supported budget control did so in the hope that it would lead to controlling this
out of control Federal deficit, and b). a second premise is that we must
enlarge that sector of the economy to which Government must rely
for its resources; that is, the productive or private sector.
INCREASED CAPITAL INVESTMENT NEEDED

May I say to my colleagues today that the only way to create em-,
ployment; the only way to create a better standard of living for the
American. people; the only way to reduce poverty in this country and
to stimulate housing and construction; the only way to do thp many
socially desirable things that all of us want to do for the future of
this country, is to increase the amount of capital investment per
capita.
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This budget resolution fails on both accounts and in fact will help
strangle the capital market to accomplish the type of recovery we want.
I would suggest that this resolution today is a recipe for profligacy,.
I made the point earlier that in the last 5 years we have had $150
billion of deficit. We have had a growth of the Federal budget from
$190 billion to $390 billion. Is there a man or woman in this Chamber
todav who can tell me that unemployment has been reduced? Of course
not. Unemployment, as a result, has gone from 4.5 percent in 1970
to 8.7 percent today. In fact today I am informed Bethlehem Steel
in Buffalo is laying off 2,000 more workers.
MORE M1ORTAGE MONEY NEEDED IN HOUSING MARKET

Unemployment is a result of unwise, out-of-control Government
deficit spending. The same politicians who were on this floor a few
weeks ago saying that there is not enough mortgage money to finance
the recovery of housing are the same ones who have run this, deficit
into uncontrollable proportions, taking the money out of thrift institutions in order to finance the borrowing needs of the Federal Government and thus killing the housing market. As the chairman of the
Appropriations Committee said several months ago:
The budget calls for spending in fiscal year 1975 of $313.4 billion and $349.4
billion in fiscal year 1976. This is an increase from 1974 to 1975 of $45 billion and
from 1975 to 1976 of $36 billion. This will cause a unified budget deficit of $4.7
billion in 1975 and $51.9 billion in 1976, but the total additional increase in debt
will be $52.8 billion in 1975 and $67.8 billion in 1976-an increase of $120.4
billion over 2 years. If that will not shock the American people to the marrow of
their bones then we as a nation are insenstive to the fiscal situation which confronts
uIs.

The total increase in the amount of the debt which must concern us over the
next 18 months is not the $87 billion increase in the unified budget but the likelihood that we will go into the capital market for as much of $150 to $170 billion
just on the matters proposed in this budget. That amount, alarming as it may be,
does not reflect the liability associated with loans guaranteed by the Government.

The implications of the chairman's remarks are grave for all of us
who are charged with the constitutional responsibility of exercising
fiscal and monetary responsibility.
Let me J)ut before this House, in chart form, what the chairman put
before us several (lays ago:
PROJECTED FEDERAL DEBT INCREASES
lin billions of dollars]
Fiscal year1975

1976

Total

Projected unirfed budget deficit ------------------------------------Borrowing from the trust funds .....................................
Borrowing to finance off-the-budget agencies .........................
Other financing ...................................................

34.7
+8. 3
+13.7
-4.1

51.9
+3.1
+10.4
+2.2

86.6
+11.4
+24.1
-1.9

Subtotal: projected real base deficit ...........................
Effects of congressional refusal to support President's proposed selected
spending reductions .............................................

52.8

67.6

+5.9

+17.0

Subtotal ........................ .........................
Possible congressional action on proposed tax cuts offered by the President -----------------------------------------------------------

58.7

84.6

+4.3

+19.0

+23.3

63.0

103.6

166.6

Total ......................................................

120.4
+22.9
143.3
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RECORD HIGH INTEREST RATES SEEN

•

The likelihood of the Federal Government borrowing nearly $170
billion or even $100 billion from the capital markets in this Nation
over the next 18 months is staggering. Interest rates would soar to
even new record highs; and there would be little, if any, money left
for private borrowing by manufacturers, homebuilders, et cetera.
Inflation would rise steadily as the Federal Reserve System pumped
up the supply of new money-through extensions of credit to boost
available funding for borrowing. A deeper recession and higher inflation could well set in. Thus, these measures-designed to get us out of
recession-would actually put us further into it, all caused by trying
to cure our problems with inflated dollars.
The basic issue, I think, is the role the Federal Government, the
role of the public sector in the economic recovery of this Nation. I
agree with those who said earlier that we do have a role. The same
methods that were used in the 1930's as the gentleman from Ohio,
the ranking minority Member on the committee, pointed out don't
work, unemployment in 1938, after 6 years of these very same programs, was higher than it was in 1930 and 1931. It was 17 percent at
the start of the depression, 1930-31 and in 1938 was 19 percent plus.
HEADING IN SAME DIRECTION AS GREAT BRITAIN

Look at what has happened to Great Britain.
Great Britain spends $128 billion, or 60 percent of their GNP. If
we juxtapose the budget in Great Britain with that in the United
States, it would mean that we would have an equivalent Federal
budget in the United States of $900 billion; 60 percent of all spending
in Great Britain is now consumed by the Federal Government and we
are headed in the same direction.

At this point, we have about one-third of our GNP consumed by the
public sector. Public spending, as a share of the gross national product,
is around one-third, 33%percent. Federal, State and local spending as
a percentage of private income, business and personal income in this
country, is 43 percent. Taxes and inflation are destroying jobs and
asphyxiating free enterprise.
In the President's own budget figures, they show that for the year
1985-10 years henceforth the public sector of our economy-local,
State and I ederal Government-will consume 55 percent of all private
income in this country. By the year 2000, it will be 66%percent. That
is without any new spending programs.
GREAT DAMAGE TO INCENTIVE AND PRODUCTIVITY

The point is that if we do not control this out of control Federal
budget, if we do not exercise some restraint, if we do not match
revenues with our expenditures, we are going to come to a point far
before the year 2000 where we have done great damage both to
incentive and to productivity not to say what damage will be done to
freedom of choice in this Nation.
The CHAIRMAN. The time of the gentleman from New York has
expired.
.. ,Mr.
LATTA. Mr. Chairman, I yield 9 additional minutes to the
gentleman from New York.
.V

I
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Mr. KEMP. Mr. Chairman, it is evident by the fact that Government today dominates our way of life. It permeates it. Almost everything we do or want to do is circumscribed by regulating policies and
bureaucratic dictates of Government. And, ft is at great cost to the
taxpayer-both in terms of the pocketbook and in terms of individual
freedom.
These are but a few of the many indicators which reflect this
growth of Government.
The public sector continues to absorb an increasing share of our
gross national product, GNP, despite significant relative declines in
defense spending. The share of GNP absorbed by the public sector rose
from 26.5 percent in 1954 to 32.8 percent in 1974. It will rise even
more in fiscal years 1975 and 1976.
REQUIRE INCREASED TAXES

Civilian domestic expen itures increased dramatically from 12.9
percent of GNP in 1954 to 25.4 percent in 1974, while at the same time
the share of GNP absorbed by national defense was cut nearly in half
from 13.7 percent of GNP to 7.4 percent. In 1976 it will be less than
6 percent.. And, half of the growth of civilian domestic expenditures
represents totally new governmental growth-requiring both increased taxes and more deficit, spending.
In 1952, after 163 years since the inception of our Republic, Federal
expenditures for domestic purposes totalled $12 billion. In the succeeding 20 years, those expenditures increased by $12 billion every 2
years--I repeat, every 2 years. And, the growth has been even steeper
in the past 7 years. In the fiscal year 1969 budget Federal expenditures
for domestic purposes totalled $72 billion. By contrast, for fiscal year
1976, they will total $273 billion.
All levels of government have grown at rates exceeding the general
growth of the economy; the Federal growth has not been at the expense of State and local government growth.
In 1954 Federal domestic expenditures accounted for 5.5 percent of
GNP. By 1974, it was 13.8 percent of GNP.
Federal aid, which accounted for 11.4 percent of State and local
general revenue in 1954, expanded to 26.5 percent in 1974. And, State
and local expenditures grew during this 20-year period from 7.4 percent
of GNP to 11.6 percent.
GOVERNMENT EMPLOYS 15 PERCENT OF LABOR FORCE

The bureaucracy which depends upon this growth-and the tax
dollars to sustain it-grew too. Almost 15 percent of our Nation's
employed labor force now works for Government-one out of every
six-in civilian capacities. To that, we would also have to add all those
in military capacities.
The bureaucracy which depends upon very well for itself too. The
average annual earnings of Federal employees now exceed the average
annual earnings in private industry by a staggering 46 percent and
they have increased more rapidly than earnings in any other major
sector. Similarly, the average annual earnings of State and local
employees have increased almost as rapidly as earnings of Federal
employees, now themselves exceeding earnings in private industry
by 6 percent.
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MORE MONEY MADE WORKING FOR GOVERNMENT

One can now make more money by working for any level of government than working-in a productive capacity-in the private sector.
The implications of that should be apparent and distressing.
All of this is sustained by the taxes imposed on the peo1)le n,1 our
businesses, and we should never forget that the people lay all the
taxes-either directly through income, sales, real estate, gasoline, and
a myriad other tax devices or in(lirectly through higher prices paid for
goods and services purchased from companies big and small.
EROSION OF PURCHASING POWER

The Federal Government alone will take $1,336 from every man,
woman, and child to finance that part of next year's budget met
through tax receipts. It will, of course, finance the rest of the budget
through deficit financing, which places a greater public debt burden on
all of us. What the Government does not take in one form-taxes, it
will take in another tax, is the erosion of purchasing power through
the inflation tax.
That $1,336 per person-or $5,344 for the "average" American
family of four-compares to $899 per person during the first year of
the Nixon administration, to $566 the first year of the Johnson administration, and to $497 the first year of the kennedy administration.
And, the increase in 1976 over 1975-in just 1 year-is almost 6
percent.
The "average" family in 1953 had an income of $5,000 and it paid
11.8 percent of that income in direct Federal, State, and local taxes.
By 1974, that. "average" family had an income of $13,000, but it was
paving 23.4 percent of family income in such direct taxes-almost a
dollar out of every four earned.
BIGGER PERCENTAGE OF INCO31E GOES TO GOVERNMENT

That tax burden means that if a man or woman works a 40-hour
week, that all the income for the first 9Y hours is for Government.
Looked at in calendar terms, one has to work from January 1 until
about the last week in March for the Government's share of income.
And, of course, this is only for direct taxation. Add it to the indirect
costs of Government-such as higher price,; which must be paid by the
consumer because of taxes on corporations-and by some estimates
it takes until mid-May each year to work off Government's share of
your income-over 40 J)ercent of private income. The most
recently compiled statistics of the U.S. Bureau of the Census show that
Government revenues-(direct and indirect-e.qual.42.6 p)ercenit of the
national income. We cannot long endure at such levels.
Yet the pace continues-and it is gathering momentum.
The Morgan Guaranty survey in February reported that official
Department of the Treasury estimates ('onfirmed that the Federal
Government was spending in the first half of 1975 at an annual rate
of 17 percent more than during the first half of 1974.
Writing in his book-length study, "The Growth of American
Government: A Morphology of the Welfare State," Dr. Roger A.
Freeman, a former adviser to several Presidents, now at Stanford
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University, depicts the logical consequence of such growth in this
way:
ABSURD RESULTS BY YEAR 2000

A straight projection of governmental trends of the 1952-1972
period would produce results by the yenr 2000 that seem absurd.
There would then be one person working for government for every
1.75 persons in private employment-compared with a ratio of 1 to 4
at the present time-and governmental spending would equal 70
percent of the GNP.
Big government at these levels and the maintenance of freedom are
inconsistent.
What all of this-Government's continued and growing interference
in the economic lives of the people-adds up to is declining economic
freedom. To the degree that economic choices are governed by the
policies and actions of Government, rather than by oneself, freedom
is diminished. Once that process starts, it too easily leads to the eventual
f
loss of freedom.
Does one have genuine economic freedom when one gives up over
one-third of his income to Government?
Or, when he involuitarily surrenders his purchasing power because
of Government-createdA and Government-fostered inflation?
Or, when he cannot plan his future and that of his children'-for
school, for retirement, or for whatever-because Government's
policies are so unpredictable and are so corrosive of his livelihood?
I think not.
ECONOMIC FREEDOM IN TIHE MAIKETI'PLACE

The essence of economic freedom is freedom of individual choice
in the marketplace.
Does one have that freedom when one cannot get a loan-for himself or his business-because the money is so tight and the interest
rates so high?
Or, when his life savings can be wiped out in several years' time by
double-digit inflation.
Or, when he cannot buy a product or pay a freely negotiated price
for it because of Government-control created shortages on one hand
or mandatory price regulation on the other?
I think not.
There are countless more examples which could be cited.
Which can best assure an enduring revitalization of our economy:
Government through a stimulative budget and the deficits which
necessarily arise from such a budget, or the private sector of the
economy-private industry-through investment capital sufficient to
bolster productivity and create more jQbs?
I think it is clearly the latter, and its proof is in our recent experience.
GOVERNMENT STIMULUS HAS NOT ASSURED PROSPERITY

We have had Federal deficits 16 out of the past 18 years-substantial
and sustained Government stimulus for the economy. It ought to
be obvious by the highest unemployment rate in decades and by the
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lowest productivity rate in 37 years-both of which we now havethat these budgets and deficits-this stimulus-have not assured our
prosperity.
Quite to the contrary, they have brought us record-high prices,
double-digit inflation, massive unemployment, substantial stockpiles
of goods, and virtually total disillusionment with the problem-solving
abilities of Government. That last point-but not the preceding dislocations-may be encouraging, if we learn from it.
S

The reasons why these disastrous consequences arose from such
policies ought to have been obvious to everyone while they were oc.
curring, not only after they occurred.
We should, therefore, be moving to eliminate deficits, not create
additional ones. To create additional deficit is blatantly counterproductive, for it is this borrowing of money from the Nation's capital
markets by the Federal Government which drives up interest rates
and drives down available capital for private individuals and businesses, and it is the monetizing of the national debt which produces the
additional increase in money stock which causes inflation.
When Government spends more than it takes in, it still must pay its
bills. It pays those bills through borrowing funds from the same finan.cial institutions that lend them out privately to businesses, to contractors, to prospective home purchasers, et cetera. The more capital Government takes out of the markets, the less remains.
CANNOT AFFORD SPECULATIVE VENTURES

-

Thus, competition for those dollars remaining allows those institutions to set higher rates of interest. This, in and of itself, reduces the
amount of speculative capital, because those with speculative ventures
cannot nearly as well afford to pay the higher rate of interest. But,
the effect is higher interest rates, and when businesses, contractors,
home purchasers, and so forth, cannot borrow, recession is the inevitable result, meaning the loss of productivity and jobs.
The Federal Government, unlike you or me, has another way to pay
off its bills. The Government may pay off a portion of its new debt by
monetizing it-a process by which the Federal Reserve System ex-.
tends credit to its member banks, through "high-powered" money
devices. If the money supply increases faster than production, higher
prices are always the result. There has never been a dramatic increase
in money supply in the last century which has not been followed by a
dramatic increase in prices. As the rate of inflation goes up, so does the

-.

rate of prices, following by a few months to a year.

The conclusion to be drawn from this is that deficit'spending must
be substantially reduced-with the eventual goal of balancing the
budget.Tilbe borrowing from private markets-required to finance a large
share of the deficit- "crowds out" or preempts the private credit and
capital so necessary to housing markets and construction in general.
DEPRESSED CONSTRUCTION AND UNEMPLOYMENT

When Government borrows from the capital markets, it crowds out
the mortgage money. Capital is diverted away from mortgages for
home, commercial, and industrial construction. The result is depressed
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construction and rising unemployment. That unemployment starts
fuit anong those! actually engaged on the sites, then works its way
backward through the manufacturers of materials used in c€onstruc
tion-from electrical wire to nails.
Senator William Proxmire of Wisconsin, the chairman of the Senate
Committee on Banking, Housing and Urban Affairs, pointed out last
August 22 the effect of this "crowding out" phendnemoin. For every
$10 billion taken in Federal borrowing, approximately 500,000 new
housing starts cannot begin for lack of mortgage funds. That results
'in the direct loss of over 1 million jobs and the indirect loss of over
2 million more.
By comparing those statistics to the bill considered yesterdayspending nearly $6billion for public service jobs-we can see how much
that $6 billion drain from the capital markets will hurt employment.
It will prevent about 300,000 job starts from getting off the ground
this spring, resulting Li direct unemployment of about 600,000 and
indirect unemployment of an additional 1.2 million-i .8 million
altogether.
It simply does not make sense to jeopardize, then destroy, 1.8
million tax-generating productive jobs to create--at even the best,
most optimistic estimate--900,000 tax-consuming, essentially unproductive jobs.
STIMLAION COULD OVERHEAT ECONOMY

Yet, the concurrent resolution before us mandates that we continue
these counterproductive policies-even in the face of a growing
awareness that the stimulation provided through it could substantially
overheat the economy-d riving up both the rates of inflation and
interest-in the months to come. That could set off another recessionary spiral-perhaps even worse than the present one.
My distinguished colleague', the gentleman from Connecticut
(Mr. Giaimo), with whom I serve on the Comnmittee on Appropriations, expressed this concern in his additional views accompanying the
report of the Committee on the Budget to the House in this way:
A policy that contributes to more inflation is a policy that contributes to increased discouragement on the part of the American people. We may have reached
the point where people' do not believe inflation will cease. Recent polls indicate
that 75 percent of tle American people see prices continuing to rise. If this is
true, it is an easy step to understand why businesses will not drop prices and why
labor unions demand sizable cost-of-living increases in contracts.
I am troubled when our Government must be a "necessitous borrower" whose
requirements must be satisfied even if it means indirectly penalizing Individuals,
corporations, and State and locAl government. I am also, 'troubled: when I see
evidence of uncertainty and confusion for Americans when they can no longer
plan for the education of their children, for their retirement years, or in some cases
for the day-to-day well-being of their families. We must ask ourselves to what
extent massive deficit spending, year after year, removes incentives and freedom
of choice from private investors. We must realize that a large deficit is no "free
lunch."

ALTERNATIVE

rOLICIES AVAILABLE

It could not be better expressed--especially when there are alternative' policies available to us-policies which we could pursue as
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rapidly as those constituting the rationale underlying the concurrent
resolution before us.
I speak, of course, of pursuing policies designed to assure adequate
investment capital formation.
The adequacy of capital formation can be assured only through a
consistent, coherent, coordinated economic policyTo reduce the bias in our existing tax laws against capital formation,
most notably our present corporate and small business income tax
~ structure;
To ameliorate the harsh treatment of capital gains;
To end the individual taxation of dividends;
To provide greater incentive for increasing individual savings;
To establish more productive guidelines for depreciation allowances
such as increasing the asset depreciation range from 20 percent to
40 percent;
To stabilize our fiscal and monetary policies and to reduce those
regulations and controls that are stifling competition and forcing
consumers to pay higher prices in transportation, energy, and other
areas of our economy;
To reduce the cost of Government and reduce commensurately
tax burdens
placed upon the people, leaving them with more funds
to invest; and
To establish a limit oln both Federal revenue and expenditures,
assuring thereby that the growth of Government would be limited,
insofar as its relation to the people's wealth is concerned and assuring
that Government borrowing from 'the capital markets to finance
deficits would be greatly reduced.
All of this is sorely needed.
A tabulation of growth rates by the Organization for Economic
Cooperation and Development of 20 advanced economies for 1960-70
put the United States in 18th place-3d from the bottom.
CAPITAL SHORTFALL ANTICIPATED

We anticipate a capital shortfall of $1.5 trillion-that is 1,500
times $1 billion-over the next 10 years in what it will take to assure
continued growth in our prosperity-even to stay at the standard of
living at which we now find ourselves-to avoid sliding even further
backward. This shortfall means we will be underinvesting $400 million
each and every day for a full decade.
These startling figures are why I believe the highest priority of our
-.

economy should lie in the nurture and stimulation of capital

formation-for corporations, for small businesses, for farmers-because
everything the American people want and need grows out of that
capital formation.
MOST ENCOURAGING RESULTS IF CHALLENGE IS MET

What could happen in this country if we do meet this challenge is
so encouraging that every Member of Congress ought to be working
every day to assure it. Assume that we meet this challenge and invest
sufficient capital to sustain a 5.2-percent real growth rate.
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America in 1985 would have:
First. A 50 percent decline in the number of people living in
poverty-which means 12 million fewer poor people.
Second. A total of 20 million more jobs for Americans-the
work force would grow from 86 million to 106 million peopleup a full 25 percent.
Third. An increase in median family income of 75 percent.
And, fourth, 35 million more housing units.
Mr. DEVINE. Mr. Chairman, will the gentleman yield?
Mr. KEMP. I yield to the gentleman from Ohio.
Mr. DEVINE. I want to compliment the gentleman. I know the
gentlenlan took the floor, in a group of about 30 of us, 6 or 8 weeks
ago. I kow the gentleman personally gave this message to the President ofi the United States at a meeting this morning, where I was
present, and I want to compliment the gentleman for his leadership
and his enthusiasm to follow through on this.
Mr. KEMP. I appreciate the gentleman's comments.
Mr. WRIGHT. Mr. Chairmar, will the gentleman yield?
Mr. KEmP. I yield to the gentleman from Texas.
31ORE STIMULATION NEEDED

Mr. WRIGHT. I thank the gentleman for yielding, and I would say
that a number of things the gentleman is saying are things that most
of us could embrace philosophically.
The gentleman talked about the need to stimulate investment in
the private sector. Is the gentleman aware that a part of the reason
we project this deficit is because we do provide a 10-percent investment tax credit that is going to have a $3.450 billion loss of revenue
this year? We can stimulate more. We provide this 5-percent credit
for housing investments in the private sector that is going to cost
$563 million. There are a number of things.
We do that and we create this deficit, but the purpose of it is to
stimulate activity in the private sector.
Mr. KEMP. I appreciate the gentleman's comments, and I recognize
that those are some of the more important ingredients of the tax cut
measure. What I observed in the tax cut was that most of the cuts,
the preponderance of the stimulation, was toward consumption and
not enough toward production.
What I am suggesting to the gentleman-and I would appreciate
the gentleman bearing with me-is that the quickest and most efficient
and
mostand
effective
way back
to create
jobs in this economy and stimulate
housing
put people
to work
and to create tax revenues to the
Federal Government is to cut the tremendous tax burden on the private and productive sector, the productive people, of this country.
TAX CUP BILL DOES NOT DO ENOUGH

Let me make a statement to the gentleman that I think was alluded
to earlier by the gentleman from Ohio. I am not so doctrinaire as to
believe that we need a balanced budget in any one fiscal year. I
recognize the concept that over 1 or 2 years it may take a stimulus,
but T would like to see the stimulus come in the productive sector as
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well as in the consumption sector. The tax cut bill does not do enough
to create new productivity in durable and capital goods, it's mostly
stimulating consumer goods spending. I would rather see a person get
a job than a $100 rebate, especially when those who pay no taxes get
I suggested earlier an accelerated jobs creation bill of mine that could
reduce the tax load on individuals and businesses and do more to stimulate recovery than all the emergency new deal type programs ever
to&

devised.

These are,- I think, basic predicates-upon which a healthy recovery....,
will be based. The 1940 dollar is now worth 25 cents. The 1950 dollar
is worth 50 cents. The 1970 dollar is worth 75 cents.
PAST POLICIES IS NOT TIHE AŽNSWERt

The record on which we embarked a number of years ago to suggest
to the American people that the way out of economic stagnation is
for the Federal Government to finance recovery and put everybody
to work with a Federal rake and a Federal hoe is not the answer, as
ointed out by the gentleman from Ohio. It did not work in the 1930's.
tdid not work in Great Britain. Sixty percent of England's total
private industry is now nationalized and controlled by the central
bureaucracy.
The problem in America today is that we are consuming more than
we are producing. The total indebtedness of the United States of
America is $2.6 trillion. There are $1.1 trillion of corporate debt,
$600 billion of mortgage debt, $500 billion of Federal debt, $200
billion of State and local debt, and $200 billion of consumer credit
card debt. That is compared to just a few years ago when it was
only $400 billion, that is, 1956.
Mr. Chairman, the argument has been made that we can finance
$170 billion of debt in the next 18 months without any trouble to
the private credit markets of this country. I would agree that while
we can, in the short run, do that, it is when the recovery does begin,
that we are then going to have tremendous demands for private
credit. The only way to finance it at that point will be if the Federal
Reserve goes out and monetizes that debt at such a rate as to lead
to an inflation that is now trivial compared to what it will be.
GALLOPING INFLATION JUST DOWN THE ROAD

Let me tell the Members this: Last month the Federal Reserve
expanded the money stock-that is, M I -currency in circulation
plus demand deposits, between 12 and 13 percent. And if you add
on M2, which is currently in circulation, plus demand deposits
lus time deposits, you get a 15-percent increase in the money supply.
that continues unchecked, we will have a galloping inflation, and
somewhere down the road it will destroy the integrity of the currency
of the American people. People say, "Oh you conservatives, you
fiscally conscious types, all you care about is money, and not about
people."
All right, just let me ask them this question: Can you be concerned
about the American people if you are not concerned about the in52-659--75---49
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tegrity and purchasing power of the dollars? Can you be concerned
about the senior citizens of our country who are forced to live on a
fixed income and not be concerned about their retirement dollars,
the dollars that they put away in the 1940s, and 50's, so that now
they.do~not-have enough.money-on-,which -to live- Can you -look laborin the face and tell them you care about their pay check and what
it will buy, if you do not exercise fiscal responsibility?
INFLATION CREATED IN WASHiING'ION

Remember this: God did not create inflation. Inflation is created
here in Washington, and that is where the answer and solution is.
If we really care about people, jobs, housing and a better standard
of living foi' all Americans, we willvexercise restraint and responsibility.
We'll come back with a plan to reduce these deficits and then adopt
incentives to stimulate the greatest free enterprise system in mankinds history.
Mr. DEL CLAWSON. Mr. Chairman, will the gentleman yield?
Mr. KEMP. I vield to the gentleman from California.

(Mr. DEL

CLAWSON

asked and was given permission to revise and

extend his remarks.)
Mr. DEL CLAWSON. Mr. Chairman, Alexander Pope could hardly
have foreseen a U.S. national deficit of a predicted $100 billion when
he wrote his often-quoted lines in "An Essay on Man":
Vice is a monster of so frightful mien
As to be hated needs but to be seen,
'et seen too oft, familiar with her face,
We first endure, then pity, then embrace.
But the message is there for us in the Congress in 1975 if we only
substitute the word "debt" for vice. And who can argue with thl0
assumption that at some point in time habitual indebtedness becomes
a vice?
DEAF TO ALARM SYSTEM

Spending beyond our national means has progressed from a budget
of $118.4 billion in 1965 to a total of $313.4 billion in 1975. The escalation has been rapid, and gaining in momentum. We appear to be
increasingly deaf to our own individual "alarm systems". Ignoring the
dire predictions of many experts and the rules of plain common sense,
we have come to tolerate deficits that boggle the mind. We are willing,
apparently, to put off until tomorrow tough decisions that only grow
in dimension and complexity every hour they are deferred.
Each increase in the Federal deficit in the last decade must be
counted as a failure to face up to the world of reality where money is
money and not some mysterious government euphemism known as
"funding." The money obviously must come from somewhere even if
some erroneously suggest that we are only borrowing from ourselves.
But each step into deeper national debt must also le recognized as
another advance in a line of progression to a point where finally all
restraint is abandoned and we embrace the "vice" of reckless government spending as a goal to be pursued in itself-a concept diametrically
opposed to the concept underlying the Congressional Budget Act of
"
19741
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PROPOSED BUDGET DEFICIT NOT ACCEPTABLE

As we consider the first budget resolution under that act, 1 believe
that the House take a hard, jaundiced look at where
. it_•im.potant
..
erwi• Fiihhd'
th"ll-t~o-easy road-to .
we have been and
Federal fiscal suicide. The proposed budget deficit of $73.2 billion is
not acceptable. The committee resolution falls short of merely holding
the line. Worse, it contains authority to stimulate the economy
.... bey'od dhe p0ii0t'6ffi6 return s0 tliat-6 will sim•'Iy'embark-lw a-new.
round of combined inflation and recession. Stepped up Federal
borrowing can also be expected to raise interest rates as the Federal
Government competes with the very private individuals we are supposed to be serving, the people who are already bearing the brunt
of the accumulated excess which led us to undertake budget reform
in the first place. The easy way out is not an escape route, it leads
only to the self-imposed destruction of our financial system and the
private enterprise economy which, for all its supposed faults, has
provided a standard of living and a measure of personal freedom
for most Americans unparalleled in the rest of the world.
Mr. ADAMS. Mr. Chairman, I yield myself 1 minute.
COMMITTEE PROCEDURE

Mr. Chairman, I have had several inquiries as to what procedure
the Committee hopes to follow in terms of time, and our discussion
procedure. I wish to state that I am hopeful that we will complete
general debate today, since we do not have that many more requests
for time.
I have discussed this matter with the gentleman from Ohio (Mr.
Latta) on the other side of the aisle, and I have in addition discussed
the matter with the leadership. They are going to request, when we
go back into the House, that we come in tomorrow morning at 10
o'clock, We will then try to complete the resolution in the afternoon
tomorrow, thus being able to give ample time to those who wish to
proceed with amendments.
That is the intention of the CoMmittee. We. would start the amending process tomorrow morning at 10 o'clock, provided that is provided
by the House.
Mr. Chairman, I now yield 5 minutes to the gentleman from
California (Mr. Leggett).
-WOO (Mr. LEGGETT asked and was given permission to revise and extend
41f
his remarks.)
Mr. LEGGETT, Mr. Chairman, preliminarily I would like to congratulate the Chairman of this Committee, the gentleman from Washington (Mr. Adams) for the very excellent job he has done in bringing
our committee of age during extremely troubled times.
MUCH DISCUSSION REGARDING DIRECTION

There has been much discussion here that we are moving in the
wrong direction and are not doing the right thing; that we ought
to be able to get a handle on the economy and that we ought to have
a balanced budget, and such as that.
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I think a lot of us on the Committee on the Budget have been elected
to these positions in large part on the representation that we were
going to work toward a balanced budget. Certainly I have paid a lot
--of lip service remarks to that effect on this floor. Unfortunately, we
are in the situation where a previous administration has expanded our
national debt, trying to live within the framework of a balanced
economy, about 50 percent over a period of 6 years, and we are. ill.
thisrather diabolical situation where our national debt is well in excess
of $500 billion, and we are going to have to pay $35 billion interest on
that debt in the next year, which is 12 percent of all of the amounts
that we pay in taxes. I think this is unfair.
But Bill Simon came before our committee, and he said that if we
continue operating the country the way we have been, which means
the way the Government has been operating over the past 6 years,
we will be operating at a deficit of some $45 billion this year, and $60
billion next year, and then $70 billion the year after that, and if we
add this very quickly another $400 billion or $500 billion in just the
short 1970 time frame before 1980 will occur, we have got to get a
handle on what we are doing, and this effort today is an attempt to
set in perspective what the Congress does. We have never taken a
looksee at what we do.
I know there is a tremendous tendency to try to reorganize the
Government in this bill, and I appreciate the zeal of the gentleman
from New York (Mr. Kemp) who just occupied the well before me,
that he would like to reorganize Government through the Budget
Department.
NOW IN POSITION TO RECOGNIZE PROBLEMS
Certainly I have my own priorities, and I would like to impress

those priorities in this bill. We are not trying to change heaven and
earth here today. What we are trying to do is to take the President's
budget and figure out how much of that we are going to accept and

how much of that the Congress, considering its polarizations, will
reject, and to come up with a figure, rather than just blindly stacking
programs. We are now in the position when we can now recognize
.. .tin-sbillthat we in-Congress arb probably $15 to $20 billion out of
phase with the President's budget-this means vetoes and attempts
to override vetoes, and misapplications of priorities, and deferrals
and rescissions and confusion and a hopeless economy unless we face
up to this crisis. We are trying to figure out where we are going from
here.
I will tell the Members, basically we have got a basket case economy.
Any time we have got to plan a deficit of $70 billion, we are in a
basket situation.
DEFICITS NOT PLANNED IN THE PAST

I recall some years ago when President Nixon submitted a planned
deficit of some $30 billion, we indicated that things were bad because
this was the first time that we had to say in advance that we were

going to have a planned deficit of any magnitude. We had enjoyed
deficits previously under other administrations, but they just came
about; they were not planned.
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Essentially our plan here in the country today is to stimulate the
economy through the tax-refund program, through the other stimuli
.that,-t-we have generally agreed on. on the majority side, and .to ,an
extent on the minority side, to plug in maybe $40 billion to the
economy and do it in such a way that we create gross national product,
andwe create tax-revenue; and *then-we do not-have-so many'people
out of work, and so that later on we can borrow back out of the
economy maybe $70 billion, or maybe $60 billion, if that is the will
of the House and things will get going again, and we can do it. It is
kind of a make-soup-from-a-nail kind of approach, but our economists
indicate we can do it. I do not think that this bill is really worth
everybody's getting exercised about. We have (lone a reasonably
good job, I think, in the committee. We have tried to go over our
figures as best we could in a few months' period of time. I at one time
took the view that we should not bring this resolution here today,
but considering the fact that our figures produce the realization that
this House probably is at a minimum $10 billion out of phase with
the President, and considering the fact that his priorities are not
our priorities, and that his first $60 billion of deficit is not our first
$60 billion deficit, and that we are probably $15 billion apart at a
bare minimum as of today.
We are not going to get rid of the Federal income tax, and we are
not going to have a zero balanced budget.
The CHAIRMAN. The time of the gentleman has expired.
Mr. ADAMS. Mr. Chairman, I yield 5 additional minutes to the

gentleman from California.
TAKING MONEY FROM CONTROLLABLE ITEMt8

Mr. LEGGETT. Were we to attempt to take $95 billion out of this

S

budget, as the motion from the minority side might indicate we should
do in order to balance the budget, the net effect would be that we
would reduce our income by another $35 billion, so that would necessitate not only taking $95 billion out but perhaps another $35 billion.
But it would mean that we would be taking the money out of the
controllable items, and if we look at the budget printed by our President, it indicates the controllable items are a out $95 billion, of
which $63 billion is national defense; so unless the motion would
contemjr 1ate that we actually change the operative structural law in
a great number of legislative areas, including social security and railroad retirement and military retirement and military pay, et cetera,
what we will do in an attempt to balance this budget is just cause
utter confusion, and I do not think we can do it.
VOTED AGAINST NATIONAL DEBT LIMIT

I would say that regardless of whatever end figures we come up
with, this resolution here today will not be ideal. I voted against the
national debt limit before in the past because I have not agreed with
the priorities of spending. I would have voted for the debt limit to
pass the bill however. I think it is important that we differentiate
between protesting the priorities that are set forth in this resolution
and not passing the resolution, because I think if we do not pass this
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resolution, we are going to be in much the situation that we would
be in if we did not pass the debt limit bill.
We need equally a debt limit bill and we also need a budget resolu-

tion-they are imperative.
Mr. ROUSSELOT. Mr. Chairman, will the gentleman yield?
Mr. LEGGETT. I yield to the gentleman from California,
Mr. ROUSSELOT. Mr. Chairman, we have had many instances in
this House where we have maybe (lone a great deal, but in some instances we have turned down a bill that has come out of a committee
and that does not mean the end of the process. I believe in this budget
process. But if this House would say within a few, days we have had
a disagreement with the Budget Committee and their perception
of the five elements of this resolution, that would not mean the end
of the process.
Mr. LEGGETT.

No.

NOT TIHE END OF TIHE PROCESS
Mr. ROUSSELOT. It may mean the Bud get Committee would have
to go back to the drawing board and maybe come back with another
five elements. So that does not mean the end of the process if we
turn down this resolution.
Mr. LEGGETT. If this House wants to turn down this resolution
and to have these numbers changed, that is the privilege of the
House, but these are majority House numbers and this is kind of
where we are. It is like the national debt. The national debt limit is

going to fund health programs the gentleman perhaps may not have
agreed to and such as that but a great many people will support, the
debt limits who do not support everything the debt limit supports
and we will have to pay for it. We have to recognize when we vote
for this resolution we are not ratifying the priorities that are here
and partWularly this year when it is only a target.
,MECHIIANISM

TO ASSUME RESPONSIBILITY

Mr. Chairman, the OIportunity we have todity for the House to
exert its will to control the Federal Budget represents the culmination
of years of intensive legislative effort. We now have a mechanism
,whereby we can assume responsibility for the budget as a whole,
including the deficit, rather tIan merely passing a series of-piecemeal
0provisions and adding the figures at the end. fhis procedure comes
at a time when we need an effective means of influencing our economic
policy to help the country out of this recession. The committee has,
in formulating its resolution, received the recommendations of the
authorizing and appropriating committees and has consolidated
these views and estimates into aggregate totals, acceptance of which
represents an ol)portunity for Congress to act with foresight, instead
of hindsight.
INFl,.VTION SHOWS SIGNS OF ABATING

Clearly, the assumptions on which these totals are built incorporate
strategy to stimulate a national economy in trouble. Unemployment
now looms over this nation at 8.7 percent and is expected to reach an
incredible 9.3 percent by early summer. Inflation, although it shows

signs of abating, 'still,hovers at about 6 percent. For the first time in
over a quarter of a century, real disposable income has declined for
five successive ,quarters.
I know there are some Members who object to the size of the deficit
figure contained in this resolution. No one advocates deficit financing
unless it can be justified to help heal our economy. Let me assure my
fellow Members that the size of this deficit figure, in my analysis, is
#

very necessary at this time. Let me assure you that it is no higher than

we had to recommend to start this country's economy moving again.
It is the recession that must make the resolution's 'deficit figure so
high, not irresponsible action on the part of the committee. Indeed the
committee has carefully evaluated the impact of employment-related
program increases that will not obligate us to long-term spending.
I would strongly urge acceptance of the critically needed public works
and public employment initiatives.
REPRESENT VARYING VIEWS AMONG ME30ERS OF TIHE HOUSE

Obviously, the aggregate totals represent varying views among the
members of the committee and will have to represent some differences
of opinions among the 435 Members of the House. Notwithstanding
the soundness of the approach that the Congressional Budget and.
Impoundment Control Act gives us, I would personally recommend
that we act formally to modify some of the assumptions used to build
aggregate figures, either by amendment to this resolution or by later
congressional action reflecting cognizance of this resolution. I would
not advocate the limitations on Federal salary increases and on social
security benefit increases as part of a strategy to control unreasonable
trends in inflation.
These "caps" will have little effect on general inflationary trends
in wages and prices and represent an inequitable control mechanism
if some limitations are not placed on the private sector as well. What
we need now is an increase in budget authority of $4 million and an
outlay increase of $0.5 million to permit the Council on Wage arid
Price Stability to maintain surveillance over price and wage changes in
the economy. This surycillance must be accompanied by the authority
to question the necessity of proposed Wage and price, interest, anld
profit increases above 5 percent annually and to disallow them in.
specified instances. In our Macroeconomic figures we have suggested
a reduction in national defense.
In the national defense category, the Presidentssubmitted an authorization request for $107.7 billion, $16.4 billion above the fiscal year
1975 level, an increase of 18 percent. Corresponding outlays were
$94 billion, $8.7 billion above the fiscal year 1975 level of $85.3 billion,
an increase of 12 percent.
NO JUSTIFICATION FOR PROPOSED INCREASE

This request was carefully reviewed by the Budget Committee and
it was determined that the primary objective of the proposed increase
was to maintain the purchasing power of the Defense dollar and, in
addition, to provide a substantial measure of real growth for Defense
programs in the fiscal year 1976. There did not appear to be any
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justification for the proposed increase based on any change in the
estimates of the threat and, indeed, the Secretary of Defense did not
address any such revised threat` estiffii-tes' in*his appearance before the
committee. The committee then was faced with the question of whether,
in the absence of any change in the threat and in view of an impending
deficit in excess of $70 billion, we could justify this massive increase
in Defense spending.
The answer was clearly that such an increase could not be justified
and that the estimate should be reduced to a level which would provide adequately for Defense programs while allowing a balanced
approach to the Nation's total economic and budget needs.
CERTAIN ADJUSTMENTS COULD BE M1ADE

In order to accomplish these objectives the Budget Committee did
a careful review of the details of the request and concluded that certain adjustments could be made which would take advantage of assets
expected to become available to the Department of Defense in fiscal
year 1976 without requiring new budget authority. These assets included estimates of funds which will become available from prior year
balances and from the sale to foreign governments of surplus military
equipment from Defense stocks. Such funds have, in fact, historically
been used to finance Defense programs and, in view of the growth in
unexpended balances and foreign military sales over the recent past,
it must be assumed that this source of financing will continue.
The committee also reviewed the requirements for cash balances in
the various stock fund accounts. While the need for some increases in
the cash-on-hand balances was recognized, and is included in the committee's estimate, it was determined that projected Defense increases
in this area was excessive. With good management the stock funds
should easily be able to continue and improve services to their customers in fiscal year 1976.
The committees did not include in its estimate the amounts requested
for procurement of war reserves for allies and for advanced procurement of equipment which might later be sold to foreign countries.
These programs would require legislation to change a proviso of the
Foreign Assistance Act of 1974 which precludes such procurement.
The committee had no reason to assume such legislation would be
approved by the Congress.
COMMITTEE REVIEWS METHOD OF CALCULATIONS

In the related area of war reserves for the U.S. forces the committee
(lid recognize a requirement and included funding in its estimate,
although at a reduced level from that proposed in the Defense request.
The committee also reviewed in detail the Pentagon's method of
calculating the impact of inflation on funding requirements. It compared the factors the Pentagon used with the latest econonmic data
available and found that the rate of inflation is decreasing faster than
had been projected in the Defense budget. By applying the latest
projections to the appropriate Defense spending categories it was
determined that funding requirements for the requested Defense
programs would be reduced by ahnost $1.8 billion in fiscal year 1976
outlays.
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Other economic issues, such as sale of oil from the Naval Petroleum
Reserves and sale of goods from the strategic stockpile, which require
new legislation, were also considered. The confiittee 6iihi~fldtd'tlItht
the receipts anticipated in the budget would not be forthcoming and,
consequently, appropriate changes in the estimates were made.
EXTENSIV19 MODERNIZATION

•.

PROGRAM NOTED

After concluding the financial review described above, the coinmittee turned its attention to the requested increase for real program
growth. The Defense request identified this amount as $5 billion in
fiscal year 1976 and indicated that it was meant to reverse the trend
of continually declining Defense budgets over the last few years.
The committee reviewed this proposal carefully. It took into consideration the fact that the Defense spending in constant dollars had
indeed been declining since fiscal year 1968. However, it also noted
that within those declining dollars the Department was able to finance
an extensive modernization program in many areas, including develop)ment of new tactical aircraft, new tanks and helicopters, and the
Trident strategic program. In view of these considerations the committee included an amount of $1 billion for real program growth in
its estimate.
EMPLOYMENT FACTOR INVESTIGATED

The effect on employment was another factor investigated. There are
no
civil service jobs affected by this reduction. The only
job military
issue is inordefense-related
industry. In its budget presentation, the
Department indicated that the Defense budget supported 1.494 million
jobs as of the end'of fiscal year 1975. At the end of fiscal year 1976, this
number would decrease by 25,000 to 1.469 million jobs. This is in spite
of an 18-percent increase in the request for new obligational authority.
Obviously, the increase would not affect employment until fiscal year
1977 and later. Therefore, the Budget Committee recommendation
should not affect employment in fiscal year 1976. However, potential
increases in jobs which would be created in fiscal year 1977 and later
years will not be forthcoming at the rate anticipated.
Another major issue considered, of course, was the request for military assistance to Southeast Asia. The committee eliminated all
military support of Cambodia and reduced the request for South
Vietnam to the approved fiscal year 1975 level to about $1 billion, but
this item is now not needed.

In summary, the recommendations of the Budget Committee, as
reflected in the resolution, reflect a very significant reduction in the
Defense budget as submitted. At the same time, allowances have been
made for the effects of inflation and some funds are included for technological growth to insure that necessary programs are not adversely
affected.
RESOLUTION TO HAVE FAR-REACHING IMPACT

I emphasize that I am optimistic that the process this resolution
represents will provide the basis for reasonable decisions. These totals
in the resolution on which we will vote are not to be construed as
irrevocable restraints. The resolution is a touchstone by which we can
judge the fiscal soundness of congressional future actions.
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Finally, I wish to thank our chairman for hIs concentrated effort
and positive approach in helping the committee perform its task.
Iam iprecitiv ,6f
e lli6 hrard w6rk h1 has undei•tik-nt5 luiifc this
new budgetary process, a process that will have far-reaching impact
on congressional action.
(Mr. LEGGETT asked and was given permission to revise and extend
his remarks.)
Mr. ADAMS. Mr. Chairman, I yield 5 minutes to the gentleman from
Maryland (Mr. Mitchell).
(Mr. MITCHELL of Maryland asked and was given permission to
revise and extend his remarks.)
STRONG FEELING OF CONCERN EXPRESSED

Mr. MITCHELL of Maryland. Mr. Chairman, I voted to bring this
resolution out for the full consideration of the House. I did so with
a very strong feeling of concern because it seems to me that in this
resolution as it is proposed there are some terribly inequitable and
unjust propositions set forth. One such proposition is.with reference
to placing the caps on various categories of people, Federal employees
and military employees and the disabled and those who are:our senior
citizens.
Mr. Chairman, we have achieved a remarkable degree of camaraderie, mutual respect, and good interpersonal' relations in this House.
The climate in which we work tends to obscure the fact that-we have
not eradicated prejudice, racism, and discrimination in America.
. I want to discuss with you what that residue of racism, prejudice,
and discrimination means with reference to the caps some seek to impose. I understand that Anliericans of. all races and colors will be
adversely affected if the caps are imposed, however, for today I want
to focus in on black Americans.
Let us look at the military caps from this perspective.
Black citizens make up 2g.4 percent of the new Volunteer Army.
Many of them volunteered because there were simply no jobs for
them in civilian life. The recession/depression hit black communities
with great impact beginning in 1972, and these communities have
had to live with chronic, endemic unemployment since the. close of
World War II.
MORE BLACKS IN LOWER ENLISTED GRADES

Black citizens in the Volunteer Army are concentrated in the lower
echelon of the enlisted grades; 21 percent are E-1's, earning $4,129
in basic pay and $5,202 int take-home pay, 27.6 percent are E--2s,
earning $4,601 in basic pay and $5,607 in take-home pay, 25.4 percent

are at the E-3 grade, earning $4,7g1 in basic pay and $5,826 in takehome pay.
Please remember that many of these men must send substantial
ortions of their take-home pay to their families, mothers, fathers,
rothers who are the victims of high unem ployment rates which
have been found in black commuiiities for'the last three decades.
Some may argue that basic pay is suppleinented by fringe benefits,
retirement benefits, for example. The real fact is that lower grade
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enlisted personnel never stay in the service long enough to get retire*---ment-benefits.--Out of- the laat -47,000,retirees.oQy 7 have been at
grade E-1.
I think the unique circumstance of black servicemen becomes a
strong part of the argument against the imposition of caps on military
Pa ir. WYLIE. Mr. Chairman, will the gentleman yield?
<Mr.

MITCHELL of

Maryland. I yield to the gentleman from Ohio.

Mr. WYLIE. Mr. Chairman, in the resolution I have before me,

House Concurrent Resolution 218, I do not see any priorities, any
categories of caps. Is the gentleman referring to line 2, page 2, that
the total outlay is $368,200 million?
DRAMATIC SIIIT SEEN IN CAPS

Mr. M'IITCIHELL of

Maryland. In the language in the report ac-

companying the resolution, unless there was some dramatic shift,
there was the attempt to impose caps of 5 percent on Federal pay and
military. pay and 7 percent caps in the social security area.
It is my further understanding that the majority leader during the
course of the amending process tomorrow will introduce an amendment which will preclude the imposing of caps in those categories.
Mr. WYLIE. I do not think those are caps, if I understand the
meaning of the term, the word the gentleman is using. Those were
cAtegorical estimates that were provided us for drafting in the reportinglprocess, but really have no legislative meaning.
Mr. MITCHELL of Maryland. But they would have the effect, the
meaning of imposing caps in those categories.
Let me finish my statement and we will discuss that a little further.
Me. Chairman, let me examine the proposed caps on social security
benefits from the same perspective.
DISABILITY AND R

WEMENT BENEFITS

It is well known that in the plast prejudice against, black citizens
kept us locked into the lowest paying menial jobs. Please remember
that title VII of the Civil Rights Act was not passed until 1964. Many
of those who are now receiving OASI benefits worked in low-paying
jobs for man"y Years before this Nation sought to end employment
discrimination. Many are now the people who receive the minimum
NOW amount under disability or retirement and that minimum is $93.80 a
month, and the maximum is $140 monthly if a family is involved.
While it is true that under disability or retirement benefits: a maximum of $573 monthly can be garnered, I submit to you that most
black beneficiaries, because of a past, sorry. history of discrimination
are concentrated in the minimum benefit range.
If we impose a cap on OASI or disability benefits we are, in effect,
making black disabled persons, black senior citizens pay a double
penalty. Stop for just a moment and think if you would want your
family, or your senior citizen relatives to live on $140.80 a month?
Of course, you would not want this. Can you in all good conscience
impose this fate on other families less fortunate than your farmiily?

760
UNLIKELY CONOIIRESS WILL 1IALSE BENEFITS

Even if we permitted a 15-percent increase in benefits-and I think
it most unlikely that the Congress will do this-we would lift awidow
and three children to the grand total of $161 a month-$1,932 annually,
in effect leaving that family to live below the poverty level.
The imposition of a 7-percent cap on social security payments will
hurt all Americans. However, I hope you will realize now the reasons
why black citizens will be hurt 'in a unique fashion if the 7-percent
cap is imposed.
I voted to bring the budget resolution to the floor, acting out my
sincere belief that this House, in working its will, would not countenance the imposition of the 5- or 7-percent caps. When the O'Neill
amendment is offered, I entreat you to give it full support because it is
fair, it is just, and it is right.
Mr. Chairman, my colleagues, earlier I spoke to this body, explaining how the proposed budget resolution would hurt those who
are already the wcrst off. Although fully recognizing that impoverished
whites and upwardly mobile whites coining from impoverished
backgrounds will be 'hurt if we pass the resolution in its present
form, I focused in on the plight of black Americans.
BLACK UNEMPLOYMENT RATE

Let me pursue this line of reasoning, applying it to the budget
resolution'that we as a nation must tolerate an unemployment rate
of 7.4 percent for the next year. Let me, using the statistics on black
unemployment, try to show you how manifestly unfair, how manifestly cruel this proposition is.
(Mr. Badillo asked and was given permission to revise and extend
his remarks.)
Mr. BADILLO. Mr. Chairman, will the gentleman yield?
Mr. MITCHELL of Maryland. I yield to the gentleman from New
York.
Mr. BADILLO. Mr. Chairman, I want to associate myself with the
statements of my friend and colleague in the well.
I want to say that I do not think that it is impossible to do something
about reducing the level of unemployment. I think that it is possible
to propose an amendment which will do just that, and that is what
I intend to do, hopefully, tomorrow.
I am astonished that the committee points out that an increase
of 1 percent in unemployment brings about a $16 billion increase
in the Federal deficit, but does not carry through and recognize
that providing for 1 million public service jobs would cost only $10
billion. Therefore, we are actually reducing the budget deficit by
providing more for public service employment.
PROVIDE IN'CRF-SE IN PUBLIC SERVICE JOBS

This is what I hope to bring out tomorrow, and I hope the Members
will look at my statement as it appears in the CONGRESSIONAL RECORD
so that. they can see that the best way to reduce the deficit is by
providing an increase in public service jobs.
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•..Z. MITCHELL Of Maryland. Mr. Chairman, I thank the gentleman
a....de.. l"
for his i~ký
Tcertainly
it goes as he suggests. I would be proud and
honored
to
support it in
I
any fashion poiSible on this floor.
Mr. Chairman, the rate of:unemployment in black communities is
astronomically high--and has been so for years-that' when you talk
about an unemployment rate of 7.4 percent, you are really saying that
black citizens who are unemployed will be expected to live with, to
accept high rates of unemployment for another year.
This is unthinkable. We simply cannot do this.
ANALYSIS OF UNEMPLOYMENT

SITUATION

At this point let me give you an analysis of the 7.4 percent rate of
unemployment and black unemployment.
If in 1976, we achieve full employment-a misnomer for 4.9 percent
unemployment-black citizens in the 16 to 19 age group would still
have an unemployment rate of 23.2 percent. If we permit 7.4 percent
unemployment, the unemployment rate for that age category would
be 35.7 percent.
If in 1976, we achieved full employment, black citizens in the age
category 20 to 24 would have a 15.7-percent rate of unemployment.
But if we permit unemployment to remain at 7.4 percent, the unemployment rate for that age category would be 25 percent.
Similarly, full employment in 1976 would yield 4.8 percent unemployment for the age category 25 to 29, but a recessional rate of
unemployment-7.4 to 8 percent-would result in a 7.7 percent
unemployment rate for that category.
The data I have just given you is for black males. Comparable data
exists for nonwhite females who are unemployed.
What will be the consequences of this 7.4 percent unemployment
goal? What are the prices we must pay?
YOUTH AND YOUNG ADULT CRIME

We are now paying a terrible price in youth and young adult crimeviolent crime and I assure you that if we permit 7.4 percent unemployment, the rate of youth and young adult crime will continue to rise.
If we permit this, we shall have encouraged a climate of discouragement. Every youth and young adult, who seeks employment earnestly
_

and with persistence and who does not get employment, may

well become an unwitting agent discouraging others and thereby
adding to the numbers of persons who simply drop out of the labor
fimarket-those who are not even counted in the unemployment
statistics.
If we, this Congress, permits a 7.4:percent unemployment rate to
remain as our goal, we then are establishing a destructive policy
which will deteriorate and disrupt th6 family life of those who are
worst off.
Mr. PEPPER, ýr. Chairman, will the gentleman yield?
_Mr. MITQ11ULLOf Maryland. I will be gladto yield to the gefitlenian
from Florida.
e

Mr. PEPPER. Mr. Chairman, I want to say that the able gentleman
in the well, in my opinion, is not only speaking this afternoon good
sense and good public morality, but good economics, that too many
people think we are niot paying anything for idleness, for lack of productivity in this country. We are paying for it. It is just a question
of whether we recognize the deficit or not.
Mr. Chairman, I want to commend the gentleman on his position,
and I associate myself with it.
Mr. MITCHELL of Maryland. Mr. Chairman, I thank the gentleman
for his remarks.
Mr. Chairman, we must establish a more realistic, a more humane
unemployment goal.
Let me conclude by quoting from the spring 1975 report from the
Urban Institute:,
The. high levels of unemployment and work discouragement affecting these
groups must be counted not only in terms of current, income losses, but also in
terms of their losing out on job skills and on seniority relative to other'employeem.
Women and Blacks have made important gains in the job market in recent years.
A long and deep recession can wipe out their hard-fought-for improvements,
because they are still relatively disadvantaged. With jobs soarco, *these groups
will tend to be left out.
STRONG RESERVATIONS ABOUT RESOLUTION

Mr. B4DILLO. Mr. Chairman, I congratulate the House Budget
Committee and its distinguished chairman, 'M. Adams, for the
comprehensive work they iiave done in bringing this first concurrent
budget resolution to the floor of the House. However I have some
strong reservations about House Concurrent Resolution 218 in its
present form. Specifically,-I reject the committee's projection of an
unemployment rate of 7.4 percent by the end of fiscal year 1976
and believe that the resolution provides insufficient funding for temporary, recession-fighting programs which are necessary if we are
to realize the speedy reduction of unemployment so essential to the
restoration of our Nation's economic well-being...
. The present 8.7 percent unemployment rate is shocking testimony
on the current state of, the Nation's economic condition. Nearly
8 million people are out of work and looking for jobs. However, these
alarming statistics fail to illuminate the full dimensions of the unemployment picture. It is an acknowledged fact that among minoritiesacks, Puerto Ricans, Chicanos, American Indians-official unemployment has averaged at least twice that reported for the rest of
the Nation. Nor do the statistics reflect the millions of persons who
have simply dropped out of the labor force completely or who are
underemployed or those who are working only part-time.
UNACCEPrABLE STATE OF AFFAIRS

By every measure, we are in the midst of a lengthy, continuing
unemployment crisis which seems likely to approach the frightening
proportions of a massive depression. This state of affairs is clearly
unacceptable.
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President Ford has presented the Congress with an economic
program and proposed budget for fiscal year 1976 which clearly fails
to take account of the rapidly deteriorating economic situation or
the gravity of the growing unemployment crisis. The administration's
program offers the American people a steady diet of increased inflation, deepening recession, and expanding unemployment. It is characterized by severe inequities, especially among those persons least
able to bear additional economic burdens.
~ In presenting House Concurrent Resolution 218, the House Bud•et
Committee has sought to develop a budget framework for congressional action to reduce unen4ploynient and the recent high levels of
inflation, while keeping the: budget; deficit and Federal borrowing
within reasonable limits. The committee has rightly called upon the
Congress to direct our basic efforts at stimulating the economy
through employment-generating programs.
C0131T1EE NOT GONE YAR ENOUGH

The Budget Committee's proposal calls for an estimated expendi-ý
ture of $13.6 billion in fiscal year 1976 for economic stimulus, forecasting a resulting 1,726,500 jobs-450,000 of which would be public
service jobs-and a 1.3-percent reduction in the unemp)loyment rate
from the current 8.7 to 7.4 percent by the end of the fiscal year 1976.
I do not believe the committee has gone far enough in this area, and
I strongly suggest that the House consider a more aggressive policy.
According to Report No. 94-145 which accompanied House Concurrent Resolution 2i8, the Budget Committee estimates thatFor every increase of 1% in unemployment in today's economy, there is a corresponding $14 billion loss in Federal tax revenues and a $2 billion expenditure
for regular unemployment compensation. Thus, a 1% increase in unemployment
leads to at least $16 billion increase in the Federal deficit.

In addition, the committee report clearly documents the negative
economic impact of high unemployment on other major indicators
of the Nation's economic health-for example, lagging consumer
demand, declining GNP, and sharply decreased housing starts.
The committee report further notes that their projected deficit of
$73.2 billion is caused by the recession itself and not excessive Federal
spending.
GENUINE CONCERN EXPRESSED

I share with many of my colleagues their genuine concern about
large budget deficits. However, the fact is that the deficit we face
to ay is largely the result of high unemployment. The admimHistration's
own budget recognizes this fact. It indicates that if unemployment
were at 4 percent, long held as the "full employment" rate, the fiscal
year 1976 budget submitted by the President would have shown a
surplus of $12 billion rather than a $51.9 billion deficit.
The Budget Committee's report properly states that/-The budget deficit can best be reduced in the future by generating jobs, which
will produce increased tax revenues and a reduction in the Federal expenditures
for unemployment compensation and other forms of income assistance.

764
I endorse thict policy and believe that the first concurrent budget
resolution adopted by this Congress should more accurately reflect
a commitment to achieve that goal during the coming fiscal year.
It is for this reason, Mr. Chairman, that at the appropriate time
I will offer an amendment to House Concurrent Resolution 218 to
reflect an increase in outlays for public service jobs in order to achieve
a 4.4-percent unemployment rate by the end of fiscal year 1976 and,
at the same time, a reduction in the Federal budget deficit.
.My proposed amendment would have accomplished that purpose by
providing for an increase of $27.6 billion in temporary outlay authority
for an additional 2,754,870 public service jobs. These figures are
calculated on the basis of each public service job at cost of $10,000.
RAI8E IN FEDEMIL TAX REVENUES EXPECTED

Based upon the Budget Committee's own estimates and forecasts,
the additional temporary outlays for this purpose would be accompanied by a corresponding increase in Federal tax revenues of $42
billion and a reduction in outlays for unemployment compensation
and other forms of income assistance of at least $6 billion. The resulting
budget deficit would be $52.8 billion, only $9 million more than proposed by the President and $20.4 million less than the committee's
estimate.
The net effect of my proposed amendment on the comprehensive
budget totals contained in House Concurrent Resolution 218 would
be as follows:
Revenues-$337 billion as compared to $295 billion-an increase
of $42 billion;
Budget authority-$415.6 billion as compared to $395.6 billion-an
increase of $20 billion;
Outlays-$389.8 billion as compared to $368.2 billion-an increase
of $21.6 billion;
Deficit-$52.8 billion as compared to $73.2 billion-a decrease of
$20.4 billion; and
Public debt-$600 billion as compared to $624 billion-a decrease

of $24 billion.
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At this point, I include the text of my amendment and a comparison of the budget aggregates as proposed by the committee, my
amendment, and the President in full in the Record. AMENDMENT TO HOUSE CO CURRENT RESOLUTION 218 To BE OFFERED
BY MR. BADILLO

On page , "line 6, strike '$295,000,000,000" and insert in lieu thereof "$337,000,000,000",..
O1009ge
0., line' 1I, strike "$395,600,000,000" and insert
in lieu thereof "$415,-

600 ,000 ,000,tp.

On page 2, line 2, strike "$368,200,000,000" and insert in lieu there "$389,800,000,000".
On page 2, line 5, strike "$73,200,000,000" and insert in lieu thereof "$52,800,000,000"1.
aOn page 2, line 7, strike "$624,000,000,000" and insert in lieu thereof "$600,e
000,000,000", and on line 9, strike "$93,000,000" and insert in lieu thereof "$69,-

000,000,000".
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COMPARISON OF BUDGET AGGREGATES
(inbillions of dollars]
H.Con.
Badillo
Res.
218 amendment
• Revenues .....................................................
Budget authority ..............................................
Outlaws .......................................................
, Deficit ------------------------------------------------------Public debt .......-...........................................

295.0
395.6
368.2
-73.2
624.0

337.0
415.6
389.8
-52.8
600. 0

President's
297.5
385.8
349.4
-51.9
596.4

Mr. Chairman, the objective of achieving maximum employment is
no longer simply a desirable philosophical goal, but a clear economic
necessity. There are presently pending before the House Committee
on Education and Labor a number of bills which would create a public
service jobs program to accomplish the purpose of providing maximum
gainful employment of the magnitude now required.
EFFECTIVE TOOL FOR CREATLNGO JOBS

i*

There is broad consensus among economists that public service
employment is an effective tool for creating jobs with a minimal impact on inflation. The net cost of a public service employment program has proven to be substantially less than the expenditures made
or it due to the large offsetting savings in income assistance programsunemployment compensation, food stamps and welfare paymentsand resulting" increases in tax receipts. Furthermore, the experience
under the Emergency Employment Act shows that a large-scale public
service program can be mounted quickly and provides both significant
employment opportunities and needed public services.
I urge my colleagues to consider the modifications of House Concurrent Resolution 218 to provide for greater employment-generating
expenditures. I believe the millions of unemployed American people
deserve more deliberate and aggressive congressional action than is
presently contained in this resolution now before us for consideration.
Mr. LATTA. Mr. Chairman, I yield 8 minutes to the gentleman from
Ohio (Mr. Wylie).
(Mr. WYLIE asked a0:4d was given permission to revise and extend
his remarks.)
Mr. THONE. Mr. Chairman, will the gentleman yield?
Mr. WYLIE. I yield to the gentleman.
(Mr. THONE asked and was given permission to revise and extend
his remarks.)'
Mr. THONE. Mr. Chairman, let us examine a grizzly bear in wolf's
clothing.
TRUE NATURE OF BEAST

House Concurrent Resolution 218 proposes a Federal deficit for fis,-al
1976 of $73.2 billion. I! this were the true nature of the beast, it wculd
be a wolf that would cause all prudent men to fear for the safety of our
Nation.
The budget as submitted by tl6e President provides for. a deficit
for fiscal 1976 bf ntore than $67 billion. All of the minority members
5"-59--75-50
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of the House Budget Committee have pointed ouit that "under the
President's budget as submitted, it was estimated that the Treasury
would be coming into capital markets during this calendar year for almost $70 billion of net new financing, of which $65 billion would be in
marketable securities. Federally sponsored agencies would account for
another $14 billion in borrowing. These are huge sums-more net
funds, both in absolute terms and in relation to the size of the
economy-than have ever been borrowed before in the capital markets
in any single year by the public and private sectors combined."
The proposal before us purports to offer a deficit about $6 billion
higher than the President's budget. If this were the nature of the
animal, it would resemble the world's most dangerous wolf.
Mr. Chairman, let me give you briefly four reasons why this document is not what it appears-a most dangerous wolf-but is in reality
the most terrifying of all beasts on earth-a grizzly bear.
Reason No. 1: The gentleman from Michigan (Mr. CEDVEBERO) in
his additional views published in the report of the Committee on the
Budget points out thatIt would be a service to the American public if the Committee report dealt more
fully with Federal finances outside the official budget categories--off-budget
agencies, Government-sponsored enterprises and Government guaranteed borrowing. Estimates in the budget documents place the deficit-like short-fall in these
activities at $26 billion.
DIFFICULT TO PREDICT

Reason No. 2: It is difficult for anyone to predict what the total
income or outgo of the Federal Government will be for the fiscal year
that ends 14 months from now. The majority members of the Committee on the Budget appear to have been overoptimistic. They may
have greatly underestimated the cost of some Government-mandated
expenditures and they may have overestimated Federal incomes.
Again the gentleman from Michigan (Mr. Cederberg) points out that
the potential errors and uncertainty in the budget estimates could
result in a deficit that would be $30 billion greater than the $73.2
billion predicted.
Reason No. 3: Three members of the majority party on the Committee on the Budget, the gentlemen from Texas (Mr. Burleson),
from Georgia (Mr. Landrum), and from New Mexico (Mr. Runnels),
have warned against adopting this budget. They have said, "We are
alarmed and dismayed by the budget figures presented in this resolution. In particular, we are strongly opposed to the $73.2 billion deficit
presented. We feel this is an encouragement for the Congress to an
far beyond this figure; perhaps as high as $90 billion." In other words,
a majority in the House may vote for a $72.3 billion deficit in an
attempt to show some bounds of fiscal restraint, and then subsequently vote for many billions more of Federal spending during the
1976 fiscal year.
HUGE DEFICITS IN FISCAL 197T

Reason No. 4: Another member of the majority party on the Committee on the Budget, the gentleman from South Carolina (Mr.
Derrick) warns that adoption of this budget will mandate huge deficits
in fiscal 1977. He stated that-

767
The Committee has adopted a series of measures to stimulate employment
through the construction of various types of public highways, water pollution
facilities, and other local community facilities. In my opinion, none of these
stimulus proposals can contribute sufficiently to reducing unemployment in
fiscal year 1976. Yet by the Committee's own admission most of these programs
will have a major impact on expenditures in fiscal 1977 when even those economists and members of the financial community who feel that a $70 to $80 billion
deficit is acceptable in fiscal 1976 warn that it would be extremely dangerous to.
risk a comparable deficit in fiscal year 1977 when the economy is in the midst,
of recovery.

Mr. Chairman, I do want to commend those members of the Committee on the Budget who voted to bring this resolution to the floor.
Some members were in favor of even greater deficits. All of the minority
members opposed so large a deficit. Some members desired different
priorities within the budget as submitted. Since a majority opposed
the resolution as it stands, there was a danger that the House might
not be required to take a stand on a budget this year. I salute those
who voted to give all Members of the House an opportunity to vote
for or against fiscal responsibility. I commend the committee also for
doing as much work on a budget document as it could. This year,
the committee has not had the time, nor the staff, nor the facilities
that it will have in future years.
How shall we reduce this budget?
ELIMINATE AID TO UNEMPLOYMENT PROGRAMS

First, we must elimirji te programs that are described as aids to
unemployment that either will not do much toward that end at all
or that will provide jobs after our current recession is over.
Such a program is the proposed $5 billion accelerated public works
program. The minority views in the committee report that in a similar
1972 program only 7 percent of -the amount appropriated went for
wage pa ments. The minority also pointed out that "22 months after
approval of the act, only 121 of the 203 fiscal year 1972 projects had
been completed."
The minority views also point out that legislation for public service
jbs is a program that is not efficient in eradicating unemployment.
lie minority states:
It is understood that evaluations of the Emergency Employment' Act, the
predecessor to the present Comprehensive Employment and Training Act
(CETA), have consistently concluded that there is substantial displacement of
regular jobs by subsidized public jobs, and of State and local spending by Federal
S

spending.

These studies agree that after 1 year of a temporary program only 5 out of 10
jobs funded are actually net additions to the stock of job opportunities, and that
after several years of a temporary or permanent program, only 1 out of 10 jobs
funded is a net addition. Thus, under the permanent CETA program 9 out of 10
jobs that were "created" probably would have existed anyway. Even with a
modest overhead, the cost of a public service job slot is about $10,000 per year. This
means that the cost of actually creating one net job is probably around $100,000.

MORE DRASTIC ACON NEEDED

In addition to eliminating measures that will not deliver on their
promises to relieve unemployment efficiently and now, we must take
more draudc action. The third ranking majority member of the Coin-
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mittee on the Budget, the highly esteemed gentleman from Texas
(Mr. WRIGHT) has suggested such drastic action. In his supplemental
views to the committee report, he states:
It is a distressing fact that somewhat less than one-third of the total budget
outlays are "controllable" through the congressional appropriations process.
When we take out the "uncontrollables," such as interest on the national debt,
social security commitments and other such irrevocable and irreducible expenditure requirements, there remains only some $106 billion which is amendable to
direct and discretionary congressional action this year.
Even so, I am convinced that further economies can be made in this $106
billion aggregate. Every function can stand some tightening. An across-theboard reduction of only 3 percent in these "controllable" expenditures would
net a saving of some $3.2 billion. During the deliberations of the Committee, I
offered an amendment to achieve this degree of saving.

Mr. Chairman, I urge the whole House to support what the coin-

mittee would not, a 3-percent cut in all appropriations.
CAUSE OF PRESENT RECESSION

As we consider the first congressional budget, let us be mindful
of what caused the present recession. It was the irresponsible pattern
of Federal deficits in 14 of the last 15 years and in 40 of the last 48
years. As the gentleman from Michigan (Mr. Cederberg) has told us,
inflation "is a prime cause of severe economic disruption which
destroys jobs, depresses productive activity, and injures human wellbeing on the widest scale."
Mr. Chairman, I urge Members of the House to make substantial
cuts in the budget as presented in the pending resolution. We must
cut out whole proposed programs. We must make across-the-board
cuts in every appropriation.
Unless we take such action, the fourth ranking majority member
of the Committee on the Budget, the gentleman from Ohio (Mr. Ashley) has forecast what will happen. He has stated,
My judgment is that an additional $73.2 billion-the committee's projected
fiscal year 1976 deficit-will be too much for Treasury borrowihg to *handle.
without the unacceptable risk of bringing on a whole new round of inflationary
pressures, to be followed-as day the night-by another round of recession.

Columnist George F. Will has warned us that we are going to reap
the holocaust with these words:
If you think the recession is noxious, brace yourself for the bitter taste of
recovery. Quickening economic activity will unleash inflationary pressures and a
scramble for scarce credit, which will produce a giant expansion of government
control of the economy and our lives.

Finally, Mr. Chairman, former U.S. Senator Sam Ervin, who now
certainly has no reason to speak but for the good of the Nation, has
said:
Deficit spending is dishonest in purpose and ruinous in the end. Too many
politicians are more interested in getting elected than fighting our economic %ar.

RETURN TO ECONOMIC SANITY

Mr. Chairman, I hope the majority of Members willrise above
politics in considering this resolution and, will enlist in the war to
return to economic sanity.,
o

•

Mr. WYLIE. Mr. Chairman, I cannot in good conscience support
this first concurrent resolution on the budget. It seems to me that we
are digging the hole deeper and deeper as we debate this $73 billion
deficit which is pro posed in this concurrent resolution.
The gentleman from New York. (Mr. Biaggi) expressed an in-*
teresting theory a little while ago that we can in effect reduce our
deficit by going further in debt.
-It seems to me that this is the philosophy of economics that this
Congress has been practicing for the last 20 years, and it just
has not worked. Inflation continues to go up and up. When the
Congressional Budget Control and Impoundment Act of 1974 was
being debated last year here on the floor of the House, I supported
it with certain reservations, because I felt that the move toward
creating a procedure whereby we could set responsible spending and
revenue levels, moving toward creating a goal of a balanced budget
was desirable.
ABANDON PAST PRACTICE

B this approach we supposedly could abandon the practice which
we have been using over the past several years whereby we would
simply appropriate money through spending measures, and at the
end of the fiscal year we would add them all up to ascertain the
size of the national deficit.
This resolution before us approves a $73 billion deficit. That is
rather unsettling to me, to say the least. It is unsettling to anyone
who is on a fixed income or to anyone who has put a savings account
in the bank for a rainy day, thinking that it will take care of his
future.
This budget-control concept by Congress started 2 years ago when
certain Members of this body criticized the President of the United
States for impounding moneys appropriated by Congress. Congress
said: "We will tell you, Mr. President, how much you can spend and
when you can spend it." A part of the title of this resolution is, indeed,
the Impoundment Act.
The hidden tax of inflation caused by deficit financing means that
we must at some time in the future pick up the bill. This deficit belongs
to an economic dream world. It seems to me that it is based on the
premise that Congress can somehow provide ever-expanding spending
programs without having to pay for them, ever.

,oAMENDIMENT

FOR FISCAL RESPONSIBILITY

The first thing that came to my mind as I read this resolution was
that I would introduce an amendment calling for more fiscal responsibility, and my amendment simply would incorporate the provisions of
the bill which I have introduced, H.R. 2800, which, simply stated,
would stipulate that expenditures in any 1 fiscal year cannot exceed
revenues except during a declared war or during a period of economic
necessity declared in the budget resolution and approved by a twothirds vote of the membership of each Chamber.
This language, as I say, is in H.R. 2800, and the bill is now pending
in the Committee on Government Operations, with no action scheduled at the present time. However, the Parliamentarian advised me
that my amendment would not be germane, so I will not be offering it.

In any event, it seems to me that my balpnced-budget proposal is
the proper approach, and that, therefore, I must somehow figure out
a way to try to amend the Congressional Budget Control Act of 1974.
The concurrent resolution before us today clearly indicates that the
Rew budget procedure must have stronger policy direction if Congress
is ever going to put the Nation's fiscal house in order. The Congress,
it seems to me, must make budgetary provision to bring spending into
line now or at some time in the immediate future. Maybe it is not
realistic to bring spending in line with revenues this year, but at least
an attempt should be made, maybe if not this year, the next fiscal
year or at the outside the year following that.
Mr. ROUSSELOT. Mr. Chairman, will the gentleman yield?
Mr. WYLIE. I will be glad to yield to the gentleman from California.
Mr. ROUSsBLOT. Mr. Chairman, I appreciate th6 gentleman's
yielding.
AMENDMENT TO BUDGET CONTROL ACT

I wish to compliment the gentleman on his statement and the concept he has offered in the form of legislation. Additionally, I ant
pleased, as I know many Members are, for the suggestion that the
amendment actually be submitted in the form of an amendment to
the Budget Control Act.
The gentleman in the well has felt that this legislative vehicle
that he recommends would be a very appropriate way to force to the
floor a genuine discussion and realistic debate on whether Members
of Congress are really going to back up their recommended increases
by a two-thirds vote of the entire House. This provision will require
Members who wish increased spending to increase taxes and revenues
to support the increases that they are recommending. Therefore, I
think that the gentleman from Ohio has recommended a worthy
legislative device.
It was originally suggested in the Budget Control Act as a discussion
item, but was not in the final bill that came to the floor last year.
EX

LT

DEVICE

I know that the gentleman from Ohio has been a strong advocate
of this rational position. I think it would be an excellent device. I
commend it, andrecommend it to the whole House. Many of us are
hopeful that the House will consider the gentleman's amendment
favorably when it is finally offered.
Mr. WYLIE. Mr. Chairman, I thank the gentleman from California
(Mr. Rousselot) for the commendations he has made with reference
to my statement and for the gentleman's support.
As the gentleman from California well knows, the gentleman and
I cosponsored H.R. 144, which was introduced by the distinguished
former Member, the gentleman from Iowa, Mr. Gross, for several
years. I thought about that approach again this year. I just did not
think it was quite realistic this year to say we were going to reduce
income to expenditures, and at the Same time reduce the Federal
debt by some amount which was a part of original H.R. 144. So, as
I thought it through, it seemed it was not realistic to say we can have
a balanced budget this year, but if we are not going to have a balanced
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budget this year then Congress ought to go on record as saying this
is a time of fiscal'emergency by a tw-4thirds vote of the Members of
each House and we ought to be willing to say that there is a start of
economic emergency. We al ought to stand up and be counted on the
issue of a budget deficit.
Mr. Kim'. -Mr. Chairman, Will the gentleman yield?
Mr. WYLIE. I yield to the gentleman from New York.
KNOW WHAT WE ARE oETTINo INTO
Mr. KEMP. Mr. Chairman, I thank the gentleman from Ohio for
yielding to me, and I agree with the gentleman from Ohio that if we
enter into this type of spending, and it we want to go down this road,
then we ought to do it with our eyes open, knowing full well what we
will be getting into, and to look at it from the empirical evidence that
is there. in front of our eyes as to what has happened to other nations
who have embarked on that course.
In reference to the statement that was made earlier that if we do not
allow this deficit to occur, it means that that amount of money will
not be spent. That is not the case at all. That is not true. The Federal
Government is not the only spender of money. Every $10 billion of
deficit that takes place, as the Senator from Wisconsin, Senator
Proxmire, said, represents 500,000 housing starts that will not get
started, million primary jobs, and 2 million secondary and tertiary
jobs, not to mention the -money that is being siphoned off in the
marketplace, and thus preventing recovery. For every $10 billion of
national deficit that has to be financed, we are talking about an
inflation rate of about 1.5 percent.
DEFICIT FACTORS OVER LAST 20 YEARS

.•

If one looks at all of the factors concerning the deficit over the last
20years one can see a direct correlation between the amount of that
deficit and the rate of inflation in our country.
So to those of us who are trying to reduce the amount of the deficit
I do not think this should be labeled that we do not want to see that
money spent to help private investment and to reduce inflation.
The CHAIRMAN. The time of the gentleman has again expired.
Mr. LATTA. Mr. Chairman, I yield 2 additional minutes to the
gentleman from Ohio.
Mr. WYLIE. I appreciate the gentleman from Ohio yielding me the
additional time, and I also appreciate the remarks just made by the
gentleman from New York (Mr. Kemp). The gentleman has stated
exactly the thrust of my bill, H.R. 2800, which would in effect establish priorities on an emergency basis at this time, or what we think are
items of economic necessity.
I also think the gentleman from New York (Mr. Kemp) made a
very important point in his statement given earlier when he talked
about restoring confidence in the private sector; that we must stimulate the private sector, and that we must stimulate private capital
investment if we are ever to bring ozir economic problems under
control.
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STABILIZE PURCHASING POWER OF DOLLAR

As I see it, the balanced budget, a responsible fiscal policy, would
stabilize purchasing power of the dollar in the private sector, and, in
the long run, instill, restore and increase consumer confidence.
I think that an end to inflationary expectations would result in a
reduction of both the short-term and long-term interest rates which are
in themselves the result of inflation. At the same time this confidence
would stimulate capital investment, industrial production, expand
employment opportunities, and the dollar would again be stabilized
andrecognized the world over as a medium of exchange in international
commerce upon which all can depend.
Mr. DEVWNE. Mr. Chairman, will the gentleman yield?
Mr. WYLIE. I am happy to yield to my distinguished colleague, the
gentleman from Ohio (Mr. Devine).
Mr. DEVINE. Mr. Chairman, I thank the gentleman for yielding
to me.
Mr. Chairman, I agree with the gentleman and commend tha
gentleman for the statement he has made.
I believe that we in the Congress must also face up to reality Antd
accept the responsibility for the inflation that has occurred
RESPONSIBILITY FOR POLICIES

There have been some inferences here across the aisle that this
administration and the immediately preceding administration are
somehow responsible for these policies, but in our country only Congress can authorize and only the Congress can appropriate public
funds. Regarding these debts that have been built up over year after
year, as the gent eman from New York (Mr. Kemp) said, for the last
20 years, we have to keep in mind who was in charge of the Congress
for the last 20 consecutive years and who has been in charge of the
Congress for 40 of the last 44 years. Let us put the hat on the man who
should wear it.
Mr. WYLIE. I thank the gentleman for his contribution, and for the
compliment.
In conclusion, I would just like to say that I am very disappointed
that this first concurrent resolution on the budget makes no effort, in
my judgment, to curb the inordinate deficit which will surely unleash
another round of inflation followed by further recession. We must
somehow get off of this economic treadmill. I repeat, I cannot in good
conscience vote for the resolution.
The CHAIRMAN. The time of the gentleman has expired.
Mr. ADAMS. Mr. Chairman, I yield 15 minutes to the gentleman from
Georgia (Mr. Landrum).
(Mr. Landrum asked and was given permission to revise and extend
his remarks.)
Mr. LANDRUM. Mr. Chairman, tomorrow I shall offer an amendment
to reduce the deficit in this resolution by $10.98 billion.
ENDORSEMENT OF HOUSE ASKED

The resolution asks the endorsement of the House of Representatives on an estimated budget deficit of $73.2 billion. If we could stop
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with positive assurance that the top of the deficit would be no more
than $73.2, current economic conditions might well justify approval
of a deficit in this amount. My fear, however, is that the actual deficit
may prove to be much larger. One reason for this apprehension and
fear stems from the fact that the actual expenditures in Government
operations almost always outrun early estimates.
Another reason is the committee estimates the projected level of
revenues to be $295 billion, but this estimate is based on what, I
think, is an optimistic outlook for growth in personal income and in
corporate profits. The $295 billion revenue estimate assumes a 43percent rise in corporate profits during calendar year 1976 and it
assumes a rise of 13 percent in personal income during the same
period.
VIGOROUS RECOVERY HOPED FOR CURRENT RECESSION
Let us look back a few years to the 1957-58 recession, much less

damaging than our present one, and see what the recovery rate from
that rather mild recession was. Corporate profits rose 26 percent between
.

1958 and 1959, and personal incomes rose only 6 percent. All of us

hopefthat.,recovery from our current recession or depression will be as
vigorous and will result in the estimates developed by the committee
but we must not be carried away by unwarranted optimism. While
we are considering these estimates, the membership must also consider
a substantial part of the profits and income estimated, are predicted to
come from public expenditures which adds to the deficit without
adding any permanent earning capacity or permanent resources to
the economy. But I say that we are able, with restraints that we rarely
demonstrate but often declare, to realize a deficit of only $73.2
billion. The volume of governmental borrowing that the financial
markets would have to absorb would exceed this $73 billion deficit'
by a very substantial margin.

Allowing for projected outlays of the off-budget agencies, the
Federal deficit rises. immediately from $73 billion to $84 billion and
if the net outlays of governmental sponsored enterprises are added
the total deficit goes to about $90 billion. It requires no great power
of discernment, therefore, to envision that borrowings of such magnitudes will disrupt the function of private credit markets and by this
disruption weaken our chances for a-strong economic recovery,
Interest rates will inevitably rise rapidly, mortgage funds will disappear, and certainly the cost of long-term credit could discourage
the expansion of industrial capacity that we need so badly to fight
Sthe twin evils of inflation and recession.
BANKERS' VIEWS GIVEN
The committee has produced the views of 13 bankers from over the
United States, saying that the $73 billion deficit will not bring too

much strain on the money market. If you read the views of these
13 bankers carefully, you will see in each of their statements the
"hedge" that their judgment is based on the deficit stabilizing at $73
billion and remaining there.
None of them sayv that additional governmental borrowings, local,
State, or Federal, will not have an adverse influence on money avail-

able for lending, and none of them say that it will not generate high,
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perhaps double-digit, interest rates. When I saw this committee print
of the views of the 13 various bankers, I telephoned prominent
bankers and financial leaders in St. Louis, Mo., in Selma, Ala., in
New York City, in Seattle, Wash., and in Atlanta, Ga., and discussed
this question with executive officers of very large banks in these
areas. The consensus of all of these was substantially what the views
of the 13 bankers supported by the committee say but with the
emphasis on added warning that danger lurks around the corner if
we get beyond the $70 billion figure and in the remarks at the outset
of this I believe it is shown without question that we stand on the
precipice of this budget being more nearly $90 billion than $73 billion.
I include the following:
Hon. PHILLIP M. LANDRUM,
House of Representatives,
Washington, D.C.

FIRST NATIONAL CITY BANK,
New York, N.Y., April 18, 1975.

DEAR CONGRESSMAN LANDRUM: I am writing you to express my deep concern
over emerging trends in government spending and to urge that you and your
colleagues utilize the machinery of the newly created Congressional budget
Committees to constrain the rate of growth of future federal spending within
prudent limits. I am firmly convinced that this is vital to the future well being of
the U.S. economy.
My concern is not primarily centered on the size of the federal budget deficit in
the near term. In a recession, the counterpart to heavier Treasury borrowing
will be reduced demand by households and private businesses, Furthermore, the
overall supply of credit can be expected to increase in the wake of Federal Reserve
policy favoring more rapid growth in money and credit. In the short term, therefore, Treasury borrowing occasioned by the large deficit will probably be accommodated without undue strains.
The situation can be quite different in the longer run, however, if federal
spending programs are enacted at the time of peak concern over unemployment
which then come on stream long after the recovery in the economy has been under
way. This has bapn unfortunately true in past recessions. Such ill-timed increases
in federal expenditures would provide some of the major ingredients for another
painful period of accelerating price inflation.
If spending programs perpetuate outsized deficits even after the economy has
recovered along with rising tax receipts, the Federal Reserve, which has responsibility for the nation's money supply, will find itself forced into a dilemma. It
will either have to print large increases in money in order to accommodate the
growing Federal financing demands together with rising private requirements,
or it will have to allow government borrowing to crowd out the credit needs of
housing, business and consumers. Irresponsible government spending programs
consequently hand the Federal Reserve a "no win" proposition. If the money
supply is enlarged to meet current credit demands, this will, in due course, produce much more inflation with higher interest rates and the consequent damage
to the housing market once again. If it follows a less accommodating policy,
then government is likely to crowd out private demands. Eventually the persistence of large and growing deficits in our economy as employment grows and as
we approach capacity levels will force a shift in financial and real resources from
private to public use. If this happens early in the recovery, it will mean the
private sector will be hampered in its ability to produce jobs. If it happens later
in the r.',very, it will hamper additional 1Arivate capital formation which is
essential •o productivity gaips and improvements in our standards of living.
In any event, failure to practice fiscal discipline by eliminating the deficit as
the economy recovers from recesions would force on the private sector a government claim on financial resources which would be the same as if large tax increases
were ena,,ted in order to finance burgeoning federal government expenditures.
We face net borrowing by state and municipalities whose needs have grown
significantly as a consequence of recent inflation. If we add to this persistent federal
deficit financing together with the off-balance sheet financing by federal agencies,
the capital markets are likely to squeeze out more and more marginal private

borrowers-business, home buyers and consumers-in 1977-78.

From his highly regarded work on the sources of economic growth in the United
States, Edward IF. Denison has concluded that private business enterprise has
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accounted for far and away the largest share of total U.S. economic growth over
the 40-year period from 1929 to 1969. Although government expanded mightily
in this period, it accounted for only 13% of total growth while nonresidential
business accounted for 80% of that growth.
Denison's results point up the vital role a hetilthy private business community
plays in the U.S. economy. In the long run, the growth of employment and incomes will depend crucially on fostering the development of private business.
Stable, accommodating credit markets free from the chaos of inflationary demands
and free from the elephantine demands of government borrowing are essential
the achievement of this goal. Congress can identify its contribution to that
achievement
Its resistance to higher federal expenditures.
sincerely,
Xours in
WALTER B. WRISTON.

<to

TRUST COMPANY OF April
GEORGIA,
16, 1975.
PHIL M. LANDRUM,

Hon.
House of Representatives,
Rayburn House Office Building,
Washington, D.C.
DEAR PHIL: It was good to talk to you today and I am glad to give you my
thoughts and reactions with respect to projected budget deficits.
As I understand it, the Budget Committee on which you serve is about to
recommend a budget for fiscal year 1976, which would involve a $73 billion deficit.
If the history of such things means anything to us, that $73 billion could well be
$80 or $90 billion by the time June 30, 1976, rolls around.
It seems to me that unless we want to ignore the prospects of a ruinous inflation
we must assume that there is a limited supply of money, and with Uncle Sam
requiring something approaching $100 billion, I would just wonder how there
would be enough left to finance an energy development program, meet the demands of utilities, private industry, and political subdivisions. The combination
of all of these demands could at the same time run rates through the roof. It would
seem to me that the Federal Reserve plays an Important role here. They would
either make available to banks such a large portion of the funds required as to
lay the foundation for what might eventually be double-digit inflation, or the
Fed keeps the lid on, in which case rates could go up sharply-and sooner. Under
this last set of circumstances, the Federal Government could pre-empt the
available supply of credit. In summary, I think a budget deficit, as contemplated,
could cause. serious disruption in the flow of funds to meet critical needs in this
country and possibly start us on an inflation round, the likes of which we haven t
seen yet.
Phil, I appreciate what you do for us and for the country in the House of
Representatives. The Congress has a tough job and anyone would have to acknowledge that, but it is their job and they are going to have to make some critical
choices and substantially pare the budget. I appreciate your giving me the opportunity to express myself on this subject.
Hope I'll see you soon.
Sincerely,
[Telegram]
FIRST NATIONAL BANK OF ATLANTA,

April 16, 1975.

Spending.
Re Federal Deficit
Hon. PHIL M. LANDRUM,
Rayburn House Office Building,
Washington, D.C.
The greatest danger to our economic system today Is the possibility of excess
deficit financing on behalf of the Federal Government. This can lead to abruptly
increasing rates, a return to double-digit inflation, and negate all the efforts of
1973-75 to control inflation. This is a matter for the urgent and diligent attention
of Congress. Under no circumstances should the fiscal 1976 deficit be allowed
to exceed $60 billion, which figure in Itself is startlingly high.
EDWARD D. SMITH.
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OPTIMISTIC OUTLOOK RJEQUIB

One does not like to be a pessimist. My inclination is always to
look for the bright part, and a system of government such as ours
requires an optimistic outlook, an aggressive, adventurous attitude
on the part of. our citizens and especially on the part of its public
officials, but in times like we face today, with depression denying the
jobs thousands of citizens want and inflation gnawing at the purchasing
capacity of those who have jobs, and devouring the purchasing power
of those who rely on savings and investments, we need to take a
careful look at the fiscal movements we make in both our private and
public capacities. We need to i6l]7moreover, to the policies and
practices of some of our traditional allies in commerce, and in the
progress and development of cultures and international business
prosperity. Let us look briefly at the oldest of these allies-Great
ritain. Twenty years ago Great Britain's public expenditures, the
contribution from public expenditures to the gross national product
was less than 40 percent. Today Great Britain's gross national product
contains more than 60 percent public or governmental expenditures.
Twenty years ago our gross national product, the gross national
product of the United States of America, contained about 25 percent
public expenditures. Some economists say no more than 20 percent.
Depending upon. which economic philosophy you are listening to or
interrogating, you will find that we now contribute from local, State,
and Federal expenditures somewhere between 34 and 42 percent of
our gross national product. If you are talking to the extreme liberal,
we are probably contributing no more than 34 percent from public
funds to our gross national product. If you are talking to the moderate
conservatives of our economic philosophy, we are contributing more
nearly 42 percent. So, depending on which philosophy one supports,
we are today in these United States within 15 percent or within 8
percent of 50 percent of our population living off the other 8b percent.
What happens when we reach that level of dependence on public
expenditures? Listen to some quotes from a recent editorial in the
Wall Street Journal:
GoOD-BYE, GREAT BRITAIN

"Steady as She Si ks," proclaims the April 25 cover story of The Economist,
the British weekly journal of news and opinion. It is the British economy of
course, that is sinking. But that's not news. What makes this issue of ihe
Economist valuable'-t should be bound in leather and made required reading
in every U.S. school of economics-is that it so finely albeit unwittingly, traces
the ultimate consequences of the welfare-state-manic-keynesian syndrome.
Britain's current contribution to the world is to reveal the ultimate result of
economic and social policies rapidly gaining ascendary-in the United States.
To wit, the state must fulfill all needs, especially medical care. Income must be
redistributed, principally through taxes on the returns from capital. After all,
transfer payments and redistribution stimulate the economy (don't they?). The
inflationary results can be contained by various forms of price control (can't
they?). And if problems arise, the solution lies in finding the magical proper
balance between government spending and taxes.
Thus we have ..enis Healey, the Chancellor of the Exchequer, announcing his
latest budget, widely praised as "brave" and courageouss" because in the midst
of world recession .he has imposed another $3 billion in taxes on an economy whose
chief problem, is that it already Is strangling on taxes. By some ma-d twist of
logic, known only to British jpoliticlan4 and economists, this-mildly "deflationary"
move is designed to run the unemployment rolls up to one milli'on punish 'the
unions for pushing* up wage rates so fast (32.0% annual rate in M1arch), and
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position the economy so that It can take advantage of next year's forecast of a
world trade bpom.
We learn that The Economist itself does not think It fair of Margaret Thatcher,
the Conservative Party leader, to describe the budget as "typically Socialist."
After all, Mr. Healey did not increase the 521% corporate tax rate. Nor did he
increase the 83% marginal tax rate on earned Incomes above $48,000 or the 98%
marginal tax rate on 'unearned income"-interest and dividends for example-above $48,000. And he does provide for government assistance to selected private
Industries In the amount of $240 million, especially those the government divines
will be able to increase exports.
There are other interesting statistics. Because of the effect Britain's 20%
inflation has In moving workers up the progressive tax schedule, combined with
Mr. Healey's two point tax increase, a Briton earning $24,000 this year will
have to get a pay raise of $9,600 merely to maintain his purchasing power. A
worker now getting $12,000 needs another $3,000 to stay in the same place.
Public spending rises to $128 billion from $105 billion or to 00% of gross national
product. In that the U.K.'s gross national product is about one-eighth the size
of ours, this Isthe equivalent of a $900 billion federal budget. Mr. Healey boasts
that the "social wage"--all the government goodles such as health education
and welfare-now amounts to $2,400 a year for every member of the working
population. To get this in perspective, it has to be pointed out that Britain's
per capita Income last year was $3,085.
Britain, it, Is regularly noted, always seems to somehow "muddle throu h"
despite the best efforts of its government. One reason has been that, in tgeir
Imperfect understanding of economics the income redistributors have always
overlooked a few opportunities to confiscate wealth. Through these tiny cracks
In the tax laws, otherwitie known as "loopholes," the private economy has always
been able to mpy enough Incentive to keep producing. An a result of the current
economic crisis however, the Labor government made i determined search for
these tiny cracks and has found most of them.
Because most of what businesses pay their managers in Increased wages is taken
away by the government in taxes, 'there have been exotic schemes to permit
managers to live off business perquisites. These are being closed up. A year from
now, employees will be taxed on any private medical Insurance cover they receive,
the government having determined that private medical treatment is a great
Incentive to keep producing. Mr. Healey also promises to tighten up on capital
gains taxation, and has already closed an accounting loophole whereby corporations
could avid some taxation by.y selling shares they owned and taking the loss, and
buying them back the next day.
The British government Is now so clearly headed toward a policy of total
confiscation that anyone who his any wealth left is discounting furiously at any
chance to get it out of the country. Mr. Hlealey wisely halted the importing of
gold coins, which would be rather easily smuggled out, and he's slapped a 25%
value-added tax on jewelry, along with radio, televisions and electrical appliances. The result of all this is of course to bring investment to a screeching halt by
drying up both available funds and potential returns. The price can only be still
slower economic growth, and still lower living standards for all the British, rich

and poor.

Good-bye, Great Britain. It was nice knowing you. Since we're following down
the same road, perhaps we'll meet again.
GOVERNMENTAL BORROWING FOR FISCAL 1976

Now, let me go back to the early part of my statement when I was
speaking in terms of what could be required for governmental borrowin for fiscal 1976 deficit. If we stand on this $73 billion deficit,
total Federal borrowings (luring fiscal year 1976 will account for 68
percent of the new funds borrowed in the capital markets. Adding
to that amount the anticipated borrowings by State and local governments, those governmental borrowings( during the 1976 fiscal ear
will be 80 percent of the capital markets. Only 20 percent wril be
left to' priva ' industries in a financial market that has always been
the foundation of the free efiterprise system.
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Now, therefore, I have prepared an amendment taking into
account all of these potentials and .possibilities which suggests a
modest cut from the $73.2 billion to about $62 billion. Why?-Besides
all of the reasons advanced in this statement, lot me say that I think
it is imperative for us to endorse a bud get that will keep us as far
away from the 50 percent level of contribution to the gross national
product as possible.
NYW IRESPECT I OR INSTITUTION OF COXNREAS

We should endorse a budget that will leave as nuch available money
as possible to the free market the very foundation, again I say, of
the free enterprise system, and beyond that, give our constituencies,
the taxpayers of this Nation some reassurance, some basis to form a
new confidence in our system and atnew respect for the institution
of Congress. This amendment does not ask too much from $73.2
billion to $62 billion. It is only about $10.98 billion and we distribute
that pro rata among all of the controllable functions so that every
function will have in fiscal 1970 more money than it has had in fiscal
1975. Sure, some functions will be harder-pressed than desired, but
this Nation is hard-pressed today, and again may I say with inflation,
with depression gnawing the vitals of our Nation, we need to be
careful.
Certainly, we would like to have all of the things that the committee
wants to do. Certainly, we would like to respond to all of the needs
of our people, but when we are unable to do this without going to an
unconscionable, to an unmanageable level of debt, let us do the best
we can and ask our constituencies, ask our taxpayers, to bear with us
for a 3'ear or so while we pull back to the prosperous level that can
support some of these demands.
WELL DESERVED ACCOLADES

I know that here today we state our praise, and justifiablly so, we
have spoken accolades, well deserved, about the able and distinguished

chairman of our committee. We have engaged in some well-deserved
mutual admirations about our combined efforts to produce, under
difficult circumstances, this concurrent resolution. We are proud of
ourselves. We are proud of the leadership responsible for this production, but let me ask you to think upon one other fact.
However much we admire ourselves, whatever the degree of respect,
we have for each other, for oplr combined and our separate efforts,
however high 'aid important in our own estimation we may be, we
are held sonie in degree lower esteem by the taxpayers, by our constituencies, and one of the prime reasons for it is that we are becoming
fiscally irresponsible. It is time to wake up, else we can be charged

as an old proverb in history says, "we could be eating our own livers
and congratulating ourselves on a good meal."
LAND)RUM AMENDMENT TO BUDGET RESOLUTION

Mr. Chairman, tomorrow I shall offer an amendment to House
Concurrent Resolution 218, the first concurrent resolution on the

budget.
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PRESIDENT ADJUSTED DEFICIT

President Ford recommended a deficit of $51.9 billion in his budget
recommendation to Congress of February 3. Since that date, this
deficit figure has been adjusted to account for various court actions,
supplemental requests by the President, and updated estimates in
revenues and spending figures as follows:
Adjustwmens to President's btidget

[In millions of dollars)
President's budget as submitted on February 3 --------------------Executive and court action .
Supplemental foreign aid request of February 24, 1975.........
Supplemental public service employment request --------------I e..timatem of food stamp costs ..............................
Reestimates of veterans benefits ..............................
Release of impounded highway funds .........................
Release of impounded 11i1-Burton funds ......................
Re('lease of impounded water pollution grunt construction funds..
Updated estimates In President's budget:
Overestimates of royalties from leases on Outer Continental Shelf.
Underestimates of payments to Postal Service ..................
Rejection of proposed AFIDC benefit changes .............
President's budget as adjusted ...................................

$349, 392
100
1,838
I, 500
(00
1,000
32
50
4, 000
728
499
349, 739

In effect, today, April 30, the House is concerned with a budget
presented to Congress by the administration which, if accepted,
would create a deficit for fiscal year 1976 of $60 billion.
UNEMPLOYMENT DEFICIT

The House Committee on the Budget devoted a major portion of
its time and efforts to the problem of unemployment. Most economists, among those on the committee staff, those within the executive
branch and those in the private sector who were contacted by the
committee, agree that each percentage point of unemiployment above

a rate of 4 percent contributes $16 billion toward the deficit.
Using these figures, it is estimated that abnormal unemployment
at a rate of about 8 percent in fiscal year 1976 will re(luce Federal
revenues by $56 billion and require $8 billion in Federal outlays,
principally for unemployment compensation.
In effect, on Apri[ 30, the House will be concerned with a budget
that will in a sense contain a $64 billion unemployment deficit. A
further discussion of this matter appears in the President's budget
message of February 3.
COMPROMISE DEFICIT

It is my intention in offering this amendment, to reach a coinpro-

,niso deficit recommendation in House Concurrent Resolution 218

between the President's adjusted deficit of $60 billion and the un-

employrment deficit of $64 billion. The $62.2 billion deficit which will
result if my amendment is adopted would be a decrease of $10.974
billion below the $73.2 billion deficit recommended by the House
Budget Committee.
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The Budget Committee recommended a $54.8 billion incioase in
outlays for fiscal year 1976 over the estimated fiscal year 1975 outlay

level.

My amendment would cut that $54.8 billion outlay increase by
$10.974 billion. The cut is prorated among those functional categories
where spending is subject to annual discretion. The. following chart

indicates the outlay increases over fiscal year 1975 recommended by
the Budget Committee and the corresponding cuts in those increases
which my amendment would make:
Increases
over fiscal
year 1975
outlays
(millions)

Identifica.
tion No. Function
050
150
250
300
350
450
500
550
600
700

National defense ...................................................
International affairs .................................................
General science, space, and technology .................................
Natural resources, environment, and energy ..........................
Agriculture .......................................................
Community and regional development ..................................
Education, manpower, and social services ..............................
Health ...........................................................
Income security ...................................................
Veterans benefits and services .......................................
Law enforcement and justice .........................................
General government .................................................
650 Revenue sharing and general purpose fiscal assistance ................. ..
900 Interest ..........................................................
Allowances .......................................................
..
950 Undistributed offsetting receipts .......................................
Total ..... .... ;...............................................

400 Commerce and transportation .........................................

4,460
47
416
2,134
43
.61
. 712
216
17•21
100
337
704
1
3,669
.3
646
54,791

6,0 4

Lmndrum
amendment
outlay cuts
-981
-10
-91
-469
-9
-1,014
-1,256
-927
-3, 76
-440
-74
-154
0
0
0
*0
-10,974
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BUDGET AUTHORITY

The committee drafted House Concurrent Resolution 218 over a

period of several weeks. In considering each functional category, it
added or subtracted various programs, made adjustments where
deemed appropriate, provided for actions taken by the House of
Representatives and came up with a set of figures that can be explained
and justified to the last dollar. Chairman Adams did a masterful job
of guiding committee members through a labyrinth of executive
recommendations, standing committee recommendations, and suggestions by committee members.
Congress works through budget authority figures. I do not presume
to enter this area which rightfully belongs to each standing committee

and the Budget Committee. Therefore, I have used the 3 percent
figure which represents the reduction this amendment would make in
total outlays and reduced the budget authority figure in House
Concurrent Resolution 218 by an equal percentage.
Obviously, a reduction in a certain outlay figure will mean a concomitant reduction in a corresponding budget authority figure.
Since I did not choose which programs should be reduced in each
category, an accurate estimation of reductions in budget authority
could not be made. To do otherwise would be to reject the economic
policy decisions of the committee, something I have not done.

781
DEFENSE

The committee recommended increasing outlays for defense by
5 percent above the fiscal year 1975 level, an increase of $4.5 billion.
This amendment would cut that increase by $981 million. Such a
reduction in outlays may very well be made in large part, as a result
of recent events in Southeast Asia since the committee recommendation includes $700 million for support for South Vietnam next fiscal
year. I am strongly opposed to efforts to cut defense spending below
what is necessary for an adequate national defense posture. However,
the cut this amendment would make does not represent a reduction
which would weaken our Nation's defense. It amounts to less than
1.1 percent of the $89.7 billion in outlays recommended for this
category.

INTERNATIONAL AFFAIRS
The committee recommended a relatively small increase in outlays
for this category. In view of the $100 million increase in foreign economic assistance and other matters recommended by the committee,
I do not feel that a $10 million cut within this category is beyond
reason.
GENERAL SCIENCE, SPACE, AND TECHNOLOGY

This category includes funding for what remains of otr space program, the National Science Foundation, and certain other programs
administered by ERDA. It is my opinion that a reduction of $91
million in outlays could be absorbed through minor adjustments in
several of these programs. The various research grant programs administered by the National Science Foundation which have come to be
so popular in the Nation's press come readily to mind.
NATURAL RESOURCES, ENVIRONMENT, A'D ENERGY

The increase in outlays for this category over the fiscal year 1975
level is over $2 billion. With $262 million worth of new programs included in this committee's outlay recommendations which are not
even classified as stimulus programs, a cut in the $2 billion increase of
only $469 million could be absorbed. Stimulation programs of $440
million to be administered by the Bureau of Reclamation and Corps
of Engineers are included in the committee's recommendations. Also
included is $190 million in increased funding over President Ford's
budget recommendation for the National Paiks System.
AGRICULTURE

The committee accepted President Ford's budget recommendation
to increase outlays over the fiscal year 1975 level for this functional
category by $43 million. The $9 million cut which this amendment
proposes in this increase could be easily absorbed by minor reductions
in the programs in this category which amount to over $1.8 billion.
COMMERCE AND TRANSPORTATION

The committee has recommended an $8 billion increase in outlays
over the fiscal year 1975 level for this category. Included in the
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category i- $6.9 billion in highway construction funding, $1.8 billion
for new programs to stimulate the housing industry out of its slump,
and even $122 million in additional funding for METRO construction.
Locating areas in which a $1.7 billion cut could be made should not
be difficult.
COMMUNITY AND REGIONAL DEVELOPMENT

The committee has recommended a $4.6 billion increase in outlays

over the fiscal year 1975 level for this category. This increase is corn-

prised primarily of funding for the proposed Emergency Local Public

Works Capital Development and Investment Act of 1975, H.R.
5247, which is being considered by the House Public Works Coin-

mittee. If decreasing outlays in this $9.4 billion category proves to
be difficult, a reduction in funding for that $3 billion stimulation
proposal might be in order. Other areas to consider would be proposed

fin(ding for the community development bloc, grant program and
funding for the emergency employment appropriations bill, H. R. 4481.
EDUCATION, MANPOWER, AND SOCIAL SERVICES

The committee recommended a $5.7 billion increase in this category

over the fiscal year 1975 funding level. The $1.2 billion cut whicli
this amnenhnent proposes could be allocated among the various new
stimulus programs in this category which would collectively spend over

$3.7 billion. It should be noted thlat outlays in this category amount
to over $20 billion as recommended by the committee.
HEALTH

The committee re(,omnmended a $4.2 billion increase in outlays for
this category over the fiscal year 1075 funding level. Much of this

increase was included in the President's budget as submitted to Congress on February 3. This category includes a good deal of Federal

spending which is not easily changed by Congress. However, cutting

$927 million out of $30.7 billion worth of programs does not appear to
be beyond reason.
INCOME SECURITY
The committee recommended a $17.2 billion increase in outlays
for this category over the fiscal year 1975 funding level. Included in

this category is funding for the unemployment compensation program,
the social security program, the civil service retirement program

the aid of dependent children program, the food stamp program, and
many others.

This is a $123.9 billion category. The cut in this amendment pro.
posed amounts to !ess than 3.1 percent of this staggering outlay figure.
The standing committees of the House which have jurisdiction over
funding for this functional category certainly ought to be able to
provide for this modest decrease in what has come to be by far the
largest category in our entire budget.

I
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VETERANS' )BENEFITS

~

AND SERVICES

The committee has recommended a $2 billion increase in outlays
for this category over the fiscal year 1975 level. Funding for -many of
the programs in this cate ory is quite difficult to estimate. The
committee found that the President's estimates in his February 3
recommendation
to standing
Congresscommittees
appeared oftothebe House
$500 having
millionjurisdiclow. I
recommend that the
tion over funding for this category take this into account in making
the relatively modest $440 million cut which this amendment proposes
if it is adopted.
LAW ENFORCEMENT AND JUSTICE

The committee recommended a $337 million increase in outlays for
this category over the fiscal year 1975 level. Most of this increase was
included in the President's budget. The cut this amendment proposes,
$74 million, is only 2.2 percent of the outlays for this category. Such
a modest cut could be allocated among the Federal Government's expenditures for Department of Treasury construction projects, the Law
Enforcement Assistance Administration grant program, and other
prograins. I might note that this category includes 11 million to be
used to expand the Executive Protection Service.
GENERAL GOVERNMENT

The committee recommended a $704 million increase in outlays for
this category over the fiscal year 1975 level. Most of this increase was
included in the President's budget. This category includes funding for
certain Federal building construction and it should be noted that
$195 million in funding out of the Emergency Employment Appropriations Act, H.R. 4481,has been allocated to this category to fund construction, alteration, repair and real property operations.
The $154 million cut proposed in this amendment amounts to 4.6
percent, of the $3.3 billion outlay total for this category.
REVENUE SHARING AND GENERAL PURPOSE FISCAL ASSISTANCE

The amendment would make no changes in this category because its
funding level is permanent to the extent that any changes would
require major legislative amendments to existing statutes.
INTEREST

This amendment would make no changes in this category because
its outlay level is dictated by the level of the public debt and interest
rates.
ALLOWANCES

This amendment would make no changes in this segment of the
budget because it is composed primarily of a large number of contingency programs and Federal employees salaries. I note that some of
my colleagues would like to remove the 5-percent cap, pay ceiling,
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which the committee and the President have recommended for Federal
employees. If that ceiling is removed, outlays in this category would
be increased by $410 million.
At this point it should be noted that this amendment does not recommend placing any new additional ceilings on any salaries or retirement benefits or compensation payments. It accepts the economic
policy decision of the committee in this important area.
UNDISTRIBUTED OFFSETTING RlECEIPTS

This amendment would make no changes in this category because
its outlay level is almost completely automatic and independent of
/ congressional action.
CONCLUSION

In summary, let me point out that this amendment which I propose
would cut total outlays in the budget by less than 3 percent.
This amendment takes into account the extensive time and effort
the Committee on the Budget has devoted to its unprecedented job.
I have accepted the decisions of the committee to expand certain
outlays where it has deemed expansion necessary and to make cuts
where it has found them essential. My amendment would merely
reduce the end result.
I have distributed my modest cut, on a pro rata basis among those
functional categories which can be easily reduced, to a level which I
think a majority of my colleagues can accept.
This would be a budget comparable to our President's budget
where total outlays and the resultant deficit is concerned. This would

be a budget based upon the sound economic policy decisions of the
House Committee on the Budget. This would be a budget that the
taxpayers of the Nation could accept (luring this unique economic
situation in which our Nation finds itself.
The CHAIRMAN. The time of the gentleman from Georgia has
expred.
.r.

ADAMS.

Mr. Chairman, I yield 7 additional minutes to the

gentleman from Georgia (Mr. Landrum).
Mr. FLYNT. Mr, Chairman, will the gentleman yield?
Mr. LANDRUM. I yield to my colleague from Georgia.

DESERVING CONSIDERATION OF HOUSE
Mr. FLYNT. Mr. Chairman, I want to associate myself with the

remarks of my colleague from Georgia. I think that the proposal which
he is making for approximately $1J.3 billion is certainly deserving of
the careful consideration of the House of Representatives.
With great respect for the majority of the House Committee on
Budget Control which has brought in the report which is under consideration in the House today, it occurs to me that instead of taking
the necessary actions to correct some of the ills which beset our
economy, that this budget, if adopted as the product of the House, it
is my opinion, Mr. Chairman, that unless the amendment which is
proposed to be offered by my colleague from Georgia (Mr. Landrum)
is adopted, that this willhave the effect of returning to a double and,
in a few isolated instances, triple-digit inflation which we have recently
experienced.
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I know that everybody has his own idea of the causes of both inflation and of economic recession, but I still belong to the school of
thought that believes that the prime cause of the inflation which
straddles our economy is and has been the continually increasing and
apparently uncontrolled deficit spending by the Federal Government
of the United States.
RESTORE SANITY TO BUDGET

Unless and until we in the Congress undertake to restore some semblance of sanity to the operation of the Budget of the United States,
then I foresee a continued weakening of the economy.
We hear a great deal everywhere we turn today about the apparent
loss of confidence in the Unfited States by the governments of other
countries in the world. It occurs to ino, Mr. Chairman, that the remarks made by my colleague from Georgia (Mr. Landrum) would
point directly to the fact that one reason for this loss of confidence by
our friends and foes throughout the world, has been the manifestation
that the Congress and the Government of the United States are no
longer capable of putting our fiscal house in order.
Mr. Chairman, I congratulate my colleagues on his very learned
exposition of his views on this subject. I wish to associate myself wyith
him.
I certainly hope that the amendment offered by the gentleman from
Georgia, will be adopted.
Mr. LANDRUM. I thank the gentleman.
Mr. SARBANES. Mr. Chairman, will the gentleman from Georgia
yield?
Mr. LAUDJ1UA. I yield to the gentleman.
LOWER PROJECTED DEFICIT

Mr. SARBANES. Mr. Chairman, in this proposed amendment that
the gentleman intends to introduce which would lower the deficit
which is projected, how much of it results from a drop in the revenues
because of a diminishing of expenditures?
Mr. LANDRIUM. None.
Mr. SARBANES. Do I understand that the gentleman in effect projects a cut of $11 billion?
Mr. LANDIRUM.

$10.98 billion, distributed pro rata among the

functions.
Mr. SARBANES. I understand that.
Mr. LANDRU•M. Yes.
Mr. SARHANES. And how much of a fall-off in revenue would result
because of the drop of $10.9 billion in expenditures?
Mr. LA•XDRUMI. Our estimate so far is that there is not anything

that we could say would fall off except the prospect of some of that
coming out of the income security provision, and that depends on
whether or not the tap is put on or taken off.
Mr. SARBANES. I understand dhat. I guness the only question I
am trying to ask of the gentleman is: If we are going to diminish
exp)enditures, what will happen to revenues?
IMr. LANDRUM. I just told the gentleman a s plainly as I know that
we do not anticipate reducing the revenu es by reducing this, for
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the plain reason that we are depending on the private sector for the
revenue.
Mr. ADAMS. Mr. Chairman, I yield 5 minutes to the gentlewoman
from Hawaii (Mrs. Mink).
(Mrs. MINK asked and was given permission to revise and extend
her remarks.)
TAKING TIHE SECOND STEP

Mrs. MINK. Mr. Chairman, the House Committee on the Budget
today takes the second step along the path which the Congress laid
out last year in tl) Congressional Budget and Impoundment Control
Act of 1974. Today we begin consideration of House Concurrent
Resolution 218, which sets out in aggregate figures the expenditure
and revenue targets the committee feels are those which will provide
economic stimulus in fiscal year 1976 with a budget that allows it
sizable, but manageable deficit for that year.
I think that it i's abundantly clear that we are all concerned about
the size of the deficit, and many of our discussions centered around
this matter. I think that it must be pointed our to Members of this
House, however, that the deficit figure which we include in our
resolution is not totally the result of-the expenditure targets which
the committee has adopted. Our analysis indicates that even if the
Congress did nothing at all, if we authorized Federal spending to
continue at the same pace as in the current year, we would still be
talking about a $60 billion deficit.
EXAMINATION OF STATE OF ECONO3Y
An examination of the condition of the economy indicate. why
this is so. The unemployment rate has risen from 4.6 percent in 1973
to 8.7 percent in March 1975, with an estimated 8 million people
out of work and looking for jobs. We heard testimony that for every
1 percent increase in unemployment in today's economy, under these
conditions, there is a corresponding $14 billion loss ion Federal tax
revenues and a $2 billion expenditure for regular unemployment
compensation. Taken together, these figures mean that every time
the unemployment figures go up by 1 percent there is a corresponding
increase in the Federal budget detfcit of $16 billion.
Economic indicators sutchi as the Consumer Price Index and the
Wholesale Price Index offer a measure of the impact of inflation on
the economy. The Consumer Price Index rose 1I percent during 1974,
and increased at an annual rate of 8 percent in the early months of

1975. The Wholesale Price Index rose by 18.9 percent in 1974, and

continues to decline at an average annual rate of 8 percent in early
1975.
PURCHASING POWERi JOWER

The purchasing power of the average hour of work stood at nearly
3 percent below what it was a year ago in February as price increases
have run far ahead of wages. AXdjusting the impact for price increases,
consumer purchases of goods and services decreased at an annual
rate of 13.2 percent at the end of 1974, the sharpest such decline in
40 years.
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The demand for durable consumer goods fell nearly 14 percent in
the final quarter of 1974, or at an annual rate of more than 45 percent.
Inventories of unsold goods remained high, and as a result, total
output, the gross national product fell at an. annual rate of 10.3
percent between September and March. Total output in 1974 decreased by 2.1 percent. Business investment dropped at an annual
rate of 15 percent in the last 6 months of 1974.
in In the housing industry unemployment was running at 18 percent
in the last few weeks, while new housing starts in 1974 decreased
from 2.4 million in the first quarter of 1973 to I million in the fourth

quarter of 1974. That annual rate declined further to 977,000 by
February of this year, all a result of lagging consumer demand and
restrictive monetary policy.
PRIME RATW REMAINED 111011

In addition, high interest rates and restrictive monetary policy
contributed to economic difficulties in 1974. The prime rate on
commercial paper-paid by large, creditworthy borrowers-was. up to
11.72 percent in July, and remained above 11 percent through August.
Since September, the prime rate and other short-term interest rates
have dropped sharply to the point where at the end of March, the
prime rate stood at 5.91 percent.
In much of fiscal 1975, we saw the administration trying to cure
our economic maladies by fighting inflation. Nevertheless, the deficit

increased markedly, primarily because the deficit increases that have

occurred in 1975 and those which will occur in 1976 are not the
result of Government spending, but are because of our rapidly deteriorating economy.
The President's budget indicates that at full employment-that

is, with a reduction of the current unemployment rate to about 4
percent-the fiscal 1976 budget as submitted by the administration

would have shown a $12 billion surplus, rather than the President's
projected $51.9 billion deficit. It is on this basis that the Committee
on the Budget has moved with determination to recommend programs
which will reduce unemployment as rapidly as possible to restore
economic well-being.
PROVIDES VEHICLE FORi CONORESSIO.NAL ACTION

House Concurrent Resolution 218 provides a vehicle for congressional action to' reduce the two dominant problems in our Nation's
economy-the serious and imacceptably high unemployment rate
and the damaging, wage-eroding inflation level. I share the widespread
concern that our current economic difficulties will worsen.
If Federal public policy does not respond rapidly and responsibly,
the resolution contains $28.4 billion of critical, employment-related
spending programs and tax reductions already enacted to move this
economy out of the present recession.
This $28.4 billion includes the following:

Major housing legislation with estimated outlays of $1.9 billion to
stimulate additional construction of 400,000 units and provide
approximately 225,000 new jobs in the construction industry.
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The sum of $3.6 billion in outlays for public service jobs and manpower training under the emergency employment appropriations bill
and the previously enacted pu blie service jobs legislation to create a
total of approximately 450,000 jobs in fiscal year 1976, along with
funds for CETA title III and IV manpower training programs.
PUBLIC WORKS PROGRAMS ADD TO COSTS

Public works programs aimed at providing more than I million
jobs and accomplishing needed public works projects add an $8.1
billion sum to the committee's recommended fiscal stimulus package.
The total impact of the Tax Reduction Act of 1975 is estimated at
$14.8 billion, on the assumption that the tax cuts in the act will be
extended to the end of the fiscal year 1976.
It should be noted that the President's budget deficit of $51.9 billion proposed stringent expenditui'e reduction proposals, including in area of
benefits payments to retirees and others. The President's budget cut
of $17 billion from the budget in fiscal year 1976, $6 billion ofwhich
resulted from a 5-percent ceiling on increases in Federal civilian and
military pay and retirement, social security, and other benefltpr1ograms where increases are tied to changes in the Consumer P rice
Index or to private wage scales. In addition, the President proposed a
moratorium on new Federal spending programs other than energy
programs, and a significant increase in program growth for national
defense. The committee has restored funds to its proposed budget
through disapproval of reductions through rescissions-$0.7 billion;
'egislation-$5.3 billion; and administrative action-food stamps $0.6
billion; and increased outlays by $2.8 billion by revision of the Presi(lent's proposed 5-percent lhimitations-$2.8 billion. Together, these
total $9.4 billion.
CANNOT ENDORSE SOCIAL SECIURITr OCEINO

While in basic agreement with the concern of my Budget Committee
colleagues to keep the deficit within economically sound levels, I cannot support economies at the expense of specific groups of individuals,
some of whom are the most economically hard-pressed in our Nation.
I do not endorse the committee's position which includes a 7-percent
ceiling on benefit increases for nondisabled social security retirees and
Federal retirees, both civilian and military.
The committee's major areas of recommended decreases in funding
levels are in the defense and international affairs areas. The reduction
in assistance for Vietnam and Cambodia results in a $1billion decrease
in budget authority. The real program increase requested by the Presi-

dent for the Department of Defense amounts to about $5 billion, and
the committee's estimates include a reduction of $4 billion in this
area, with the result that on the basis of our estimates and budget
assumptions, the defense budget would remain at approximately tile
fiscal year 1975 level of funding with allowances for inflation and
some technological growth.
INTERNATIONAL AFFAIRS SPENDING

In the international affairs areas which include funds for foreign
economic and financial assistance, the conduct of foreign affairs, and
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foreign information and exchange activities, the committee has recommended decreases of nearly $8 billion in budget authority, including
$950,000,000 in authority for Indochina postwar reconstruction and
bilateral development assistance. Recent action by the Congres on
the foreign assistance appropriation bill for the current fiscal year
in which the Congress reduced money in these areas was taken into
account. The sum of $7 billion in budget authority ind $1 billion in
outlays was eliminated from the international affairs functional
category for the President's proposed special financing facility.
I cannot stress enougli the importance of favorable action on this
first budget resolution by the Congress. Through this resolution, we
have the opportunity to take an overview of the Federal budget, to
approach the expenditure and revenues processes in a more coordinated
way and to assure that the whole Congress is aware of the total budget effect of our legislative actions. We have the opportunity today to
set a national legislative policy by a(lopting this resolution which endorses the imperative to put the unemployed back to work to increase
productivity, and to uplift, our badly sagging economy. It is my view
the committee has made a commendable start in implementing the
Budget Act, the chairman in particular must be complimented for his
sterling leadership. With the endorsement of the House of this flrst
concurrent resolution, the process can proceed toward an even closer
examination of program activities in succeeding fiscal years.
hIECTIO 6 WEEKS IN' PREPARlATION

Mr. Chairman I also would like to indicate my support of our
distinguished colleague from Michigan, Representative James G.
O'Hara's views contained in the report of the Committee of the Budget
accompanying House Concurrent Resolution 218. Members of the
Budget Committee had a hectic 6 weeks in the preparation of this
first concurrent resolution on the budget. The chairman of the Budget.
Committee deserves the highest praise for his tremendous leadership.
In looking at the next step, it would be helpful to use codes or categories that cover activities and programs under the jurisdictional
control of each of the standing committees. This would be helpful
to the House. The Budget Committee should submit its report in a
format that can more readily be understood by the House. The 16
functional codes of the executive branch are very confusing, and involve such gross numbers as to make it impossible to relate those
figures to the specific program concerns of the committees of the House.
rThe Congress should not import and executive format and s.)stem
into the Halls of Congress. Indeed, every committee has a signficant
role to play in this process.
ASSISTANCE BY GAO TO SOME COMMITTEES

For some months now, some of the authorizing committees have
been assisted by the General Accounting Office to develop a budgetary
information system which will provide budget information understandable to Members so that they can make more informed judgments on how well Federal programs are working and how much is
being spent on specific program categories. Moreover, there is hope
that such a system may be linked with the present appropriations
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process so that Members could make better and more informed decisions in that process. Indeed, the Congressional Budget Act of 1974
intends that the Comptroller General shall conduct a continuing
program to identify and specify the needs of committees and Members of Congress for fiscal, budgetary, and, I emphasize, programrelated information.
Moreover, the act provides for review and evaluation by standing
committees of Government programs and activities. Title VII of the
Congressional Budget Act of 1974 requires the Comptroller General to
assist committees in developing legislative goals and objectives and

goals and methods for assessigandl rertig actual program per-

forinance .uch
in relation to
legislative objectives and goals.
Authorizing committees will req ire strengthened data collection
and information retrieval capabilities in order to participate fully in
the new budgetary process. They need expeditious and reliable information in order to link basic legal authorities to program data and

appropriated moneys. They need an ADP capability -or retrieval of
information relevant to their unique responsibility for program initiaition and program control.
MEMBERS ,r
A

'rENTIONCALLED TO nUE'OflT

Mr. Chairman, I would call the Members' attention to what such a
systein would look like in the recently printed report of the Senate
'oininittee on Labor and Public Welfare to the Senate Committee
on the Budget. The committee compiled 87 separate statutory authorities with amendments, andl began the laborious process of comparing
authorizations with appropriated amounts, of identifying the effective
levels of funding, and the application of appropriated funds. In this
process of compiling information relating program-level funding with
statutory areas, the committee had "the invaluable assistance of the
staff of the General Ac.ounting Office" and the committee exped-ts
"to expand and refine this program information system during the
coinin year in prelaration for the fiscal year 1977 budget process
with the continued assistance and cooperation of GAO."

INFOI•tATION SYSTEM NEEDED

We need an information system that will permit all Members to
to focus on the details on the budget so that they may exercise an
informed judgment on what programs should be cut or increased.
At this stage of the process we are only voting on totals; and,
therefore, the budget authority and outlay hubtotals recommended
by functional category are neither binding nor subject to amendment.
But next year when under section 301(a)(2) of the act we will vote
on budget authority and outlays for the 16 major functional categories. These comments are made with a hope that it will contribute
to the strengthening of the budget review process.

I conclude these remarks by asking that this House endorse this
resolution.
Mr. ADA.Mts. Mr. Chairman, I yield 5 minutes to the gentlolman from
Ohio (Mr. Stokes).
(Mr. Stokes asked and was given permission to revise find extend
his remarks.)
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'M'. STOKES. NMI. chairman , I join with my other colleagues who
have commended the chairman of our committee,
tile distingiaislied
gentleman from Washington (Mr. AI)A.N[s) for the excellent leadership)
the
has given to this House on the first Committee on the
NO gentleman
rlet.
(.t. Chairmin,ah as a. member of the 1out.• Budget Committee, I
have witnessed the committeee take testimony an(l debate tim portant
questions, affectitig both the economy and our priorities. While I
cer1men(I tile committee's efforts the result is disap)pointing in several
way s.

IMPOSl'i'I(TN OF FEi)EiIAL PAYMENT C'EIINGS

One area which pamrticularl" concerns mile, both because of its sigiitiailance for the millions of citizens affected and because of what it

vxeml)lifies about the trend of decisions malde by the committee, is
t li evInommende(d imposition of Federal l)avment ceilings. 'rheise
''caps" limit the aunount b%- which existing VFedleral
payments, for
rmetireanent benefits, including social security" and Federal civilian
1111d military salaries, can be adjusted to prevent their erosion by
(Continiued economic inflation. Specifically, the committee proposes,
to impose a 7-percent ceiling on social security and other Federal
retire•ient benefits, while imposing a 5-percent ('iuling on all Federal
civilian and military
'pay. This nicans that the 7-percent cal) would
al'et,t 3:2.2 million 'l)eOl)le receiving social security benefits, plus an
additional 3.3 million people receiving benefits lmnder the railroad,
civil service, or Armed F'orces retirement )irogram.s.
While I commend the committee for rejecting a more severe 5percent ('a1) as proposed by the administration which would have
(.OverIed 35.9 million additional citizens- who rely on the supplemental
security income, food staei Pandl
school lunch programs , nevertheless,
the committee's p)rop)osed 7-percent ceiling will still effect 35.5 million

p)eol)le who greatly rely on the marginarbenefits they now receive,

(een without the. ca-p. T'he committee followed the administration in
piropJ)osing a 5-percent, ceiling on nearly 5 million Federal civilian and
mihtary eml)loyees, inclulng some
n 2.9 million civilian employees
and 2.1 million members of the Armed Forces.
GUARANTEE EROSION OF PURcHIASING ,OWER
I want to stress that I find this- ('all) proposal grossly ineffective,
ian necessary, and unfair. With regard to the supposed purpose of
such ceilings, I bitterly reject the concept that efforts to maintain the
mi'uti
value of
-av
earned or retirement benefits promised is somehow
promoting int atimon. Inflation is an economic evil because it erodees
('ffective purchasing power, esp)eciall.y for those on fixed incone.. The
Piro)posed..
cal)s will make more incomes fixed andi will guarantee tile
v.osion of tile lurc'hasing power of 40.5 million adult Americans. This
i%not Stop)p)ing inflation. in a time of severe economic recession it is
vitI that we should instead p)ump) money back into the economy in
ai waiv so as to increase tile consumer )lmu'claasing power for those who
Ileed'it andl are likely to spend it.
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SENXIOn CITIZENS CAXXOT ABSORB COST OF INFLATION
Senior citizens already hold down excessive spendIing because their
limited income" IllrdIv"perillit, theml to do otherwise. Whn lien('leon(r '.- pl')vile(• 1Uit ollionlicti(' (,o'.t-of-living il.le'el..es in retirenment beneft..;. it rec~ognlizedl that our elderly Ainerivals., oil low, fixedl inc~olnes
(canno llbt)orh
(
t he ,ot,4, of inflation.
We
('cintiOt
revel's'e
t li4 policy
now. it iA noct possible to StalndI sill
Ill oillr (,llrrvllt economics'
sitilltif~io,

'al.
Ov\er recent Y,.ars, -;Ilariv-ý andc .Soc.ial sec.tili'ily
lha.ve oiildv rarely ,atiglgt lip with it(l'('l5sld ('ost" of living. 'Tie •idniliw,,it hout groini ~lv,'bavk
i•t rat ioll' fQ(l'eq

andi it-; i)reI'(
mir(

( congresss Ioilerning l

eie..(,'(iliti..s

oln(e agail demnlstri'ate.. fin all-too-ilger willingness on its pul)lI to
force tili, ('l(elV, liOde
l', (pioor,
islnallsltg(!i all Vlillni',1ll l(Ito hear tho
lril'lit of Oilu' (,'forts to .oiill'ol ijlizItioli, and to beia' the grevte-lt
('('O1iflhic sulfe'ing.
SOCIAL SE(CURIlTY SOl1l SOURCE OF INCOME

If t his( 'Conl.l'-..s
aproved toceiling,
on social
soeiii'itv
ill their
i'dthice~
till alreaidlv
initoloi'alle
ein.<,,,yli
wollild ha~vea1
hilrltirIthose

l'41li1:1illim

st:and(riil'l (4 living,
blei )il(, mlail i (vldrlylv
Aiii'leicans I--l
ev" oni helir
.s.ilil .. i'iit V Viy
ilp'lymntsit s tiheli' Sole smiil'.(,v of inicolme. 'l'heo i )it•t
(l
woild( bv ei'lastatinl, to tllose Who hilve alwayv. had te wvaiiel,
Vcoic,(, in (Grov\'rllnililt, flie le)0O'
p
aioorl

lie Workinig pool'. I ferventlly

1b.,ieve hlia the Federi1al (ovoellll•i nl-iI n(Iother
'lbody-'ills it top
priorittv aindl obligratioll to support, aid, Ihlp provide a point of l'of'ooi'sv
andito (o wlatoveir is nees:arvy to (it.e lih, plight of the poor, workingpoor, elderly, find( otlhelrWise e(volnlilly (hliv
iVnld ltantgeol segi(,ni.I
of 01Wi poplillice. These grollps :ire mllto. ort 'll'(i
overlooked in 0ilr
1)l'llg.iliws of national p)i'Ogr'ess 111141 imiost freluently calledillk( lli to
.aeritiice in our (Ti'i•s of national cri.sis.

Withi prilrt iv'iillii'ilrd. to the ceiling ol Fedoerail pity, itis all tinrbione portion of tlhe
Nation)'.s workers to stand still Ias inflation oullstrl'ip)s liheir salaries. And
in silite of pomplbir'l'ietorie the Feoleral Government, payroll is nlo(t
pJriniir il'" fillell withi overpai(l hi'ewicritls and generals, even if there
fi'e tooI manym, of tihemil. '1 lhloweri' ranks of the
1Federal Government
have lveli iivee .j.hibl, to manyi1 (i.isad(vanltage(d, even while ti le higher
level.s continue to be lin(le'rr(,presenteil. As iastrong critic of excessive
defense spending, let e uSeoitils ill exaniple. In tlie Vi'riolls inilitlary
.-Wl'Vic(es aitotal of 67 per'('nl t of aill iniembei'.s hiive itbaic.,
piy oi" less.
than $7,000, and 83 percent have i balisic pnli wilich isbelow $10,000.
It ik these loW-pliid Fed(le'rl (eimployves 111)uon whom tihe bludlget of it
ceiling will fill tlih' hardest. It is .etilr' that thie ceiling will illiiipoe al
dlispropoortionat e burden uipOni thie in(religilli percentage (If mlinoritlies
in ihl(' lower levels of tlie iilit arv. (Il'ltlil'y, tile Per'e•iit•age of enli:te(l minorityvper.olin(,l is 1,5.7 p'erentl, bilt the percentag(ii
of lblacks
in tlhe officer r*links, is lliilely 2.8 Percenlt.
ri'rv, Ilnliulnlr, Andiflnll(lUitalblo, attellipt to I'e(llilr

WORKING POOR) ARIE 'r.IIaET SACRIFICES

Thie i(vI'kinl p(1r
pooanl d(fi.d( 'iantlaged fire tiius the targ'et s.licrifices
of (hik pi'oposed ceiling. Mlliny (f thliese fire tile (Iiscriniinalted-agnlinst
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Amerimans wholi htve chosen not to reject their GovernmenI
t b)ut to
enter pub'lic'1
service, 1111d to try to serve from the inside. Why shoulld
those who have id(lertaken," voluntarily, p)ositions of publli, trust
andi service now hw required to sac•rifice f'ar• above that asked of other
citizelis? Whiil slch at ceiling maly Illeal a great deal to those aOre. te(l,
it a1molnts to less than 1 percent of the 1,'$368 billion budlget under
Consideration.
To state it simly)y thli, v'eiling p'ol)posal is Iin unwarran ted, unfair,
ml(d irresl)ponsible method of reducing Federal outlays which should
not be re(luce(d except when waste till([ clearly miino'cessarya expenditurtes call be e'liminatedl.
As I stated in my sipplhme Ital comments in tile report, my" foremost concern is to chart
(
1111a tiotial policy dire'etion which h w%,ill iuiIietiately stimulate otur lbeleagueredl (cotimy. UlTnemployment mut:t
be (lecreilsed (ramllatically II1(1 production 1uist1,e inc.rellsed significantly. Excessive con'erti with the amount of deficit, ignores the key
fact that the single 11(ost iiifl)ortalit cause of tile (leticit is tile recession
itself, and not excessive Federal spendilig.
IIEi)UCEI) UNEMPIIAYMENT WOULD) BALA.N.CNXE

BUI'DGI.'T

Every" inerieaie of I percent in unemphlovent in tod(lay"s economy
re'tlts ti
an approximtately $10 billion mirea.'.e in the Federal (e icit -S14 billion due to It,,;,€ of tax 'ev(lilltes a1n(d $2 billion dlime to increased
spending for unemployment, coml)ensat ion. According to the President,'s Ibudget, if the 'uneimlloyment rate could be reduced to 4.2
percent during the coming fiscal year, the budget would be balinced.
In terms of people the refusal of the committee to comilliit itself
to a full employment budget means, for example, that tile black communit v will continue to experience joblessness rates of 15 to 40 percent.
arod that black youth between the ages of 16 and 19 will be unemployed
for veaits to come.
Obviously, for 1)oth human and economic reasons, our overriding
concern Must be to reduwe unemp)loyment as quickly as possible.
'IThe other major issue raised, or miiore accurately,'not raised, is the
need to reorder our priorities. As a result of the action of this committee, the defense budget remains virtually sacrosanct. It can andi must
be even more significantly reduced, though not artificially through
pay ceilings. Such funds must then be rechanneled foI constructive
domestic purposes. Excessive research andi development program',
such as the one proposed for the controversial B-1 bomber inevitably
result in abnormally highcost overruns and must be termimatedl. The
administration and we iln tile Congress have many, many lessons to
learn concerning the (hifferenee between supporting and funding a
military establishment, and providing adequate national defense.
FORI'CE IS SIO[oRITS[OHTED AND INEFFECTIVE

A-, reIvet events in Souttlteat Asia demonstrate overreliance on
Wtil)(Ol,- atlild force i,; shortsighted and iiieffective. Neither the $150
billion l)q.nt on ,oimthea,,t Asia, nor the lives lost in combat, were
,ff,('tie',
)ve i.( tihe leveds 1tr1d well-being of the South Vietnamese
ple, i*•\vwe'
iiever the focus of our attention or that of the local
g,
vc ilnt. Meeting the true needs of the people is the only way to
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gain their loyalty and faith, and we fool ourselves if i'e think oulr
national security is al(l'hrel anii~ywvhere except in thleC hearts, ininls,
an11d hopes of peopIle IWho respect anlid believe that their Governilnent,
Ciitl'es Iu~oult them
n.

The committee has not fully reCVognize i lhe kind of national reordering of priorities that is clearl\" called for. Fior exalie)lQ, how can

W111
aftford to spend over it billion ilollars oil iaspace Shuttle programlll
and(1 lit the saline tiine not be alble to adequately finiace ur'mu and
ruri'al ii1.s transportation projects? III spite of s.oie incl'reased iwarenless of this- absiurdity, the ] rogramllilng ireaS, still facing the greaitest
peril lit the hands of the ailiniinistritiioli aind Congress aire, for social
security cost-of-living benefits, retirement beneftis, vete(lli, beuiiefits, fooil stamps, mnledicatre, child nutrition, and special impact to
education.
GIVEN TOOLS TO G(IT 1iE'ITEl CON'TIIOL

Apgin, those with the least po%%Wer, economnically or otherwise, are
tle first to be called ilpoll to bite bullets aiid tiglilen belts. I (canniliotl
.. )port any speni(lig iet, if one is necessary', whieh results in
starviation. Having been given the tools to finally get better control
over our priorities it will be distressing aind tragi'ic to see the Opportunity uniuseC. As a nation, we lihive great unmiet needs in health,
housing, reduction, Iranllsorttiltion, and many other areas. We also
have millions unemployed. I only ask that, w take this opportunity
to help peoh)le who walit to w''ork andl who (,llt be ulsed to solve otll'
I roblenis. Our -ourse of acltiol should libe clear and %%e should (,ease
oll owing an ldministraiion using policies i(lentical to those which
have ('reated our troubles.
%
The battles over our priorities will continue in aippropriation bills,
in nelw legislation, and ili the fall budget resolution, but, today one
vital imniproveenent towarol creating ia greater economic stliliulus,
I)roniotinlg equity, and prp)'Oerly judging ourpriorities, can be Inmade
I) the 1ouse if it Iadopts thle" imielilhnellt to remove the 5-percent
anid 7-percent ceilings. NN e have ialong wiay to go to correct, our economicl
policies and our piii'orioities and I urge my colleagues to hike this first
ilnlportant Stel).
T'i'he (,IlA,*,i
.Ax. The timc*ol the genitlenian has- expired.
M\ir. ADAMS. Mr. C•hairantili, 1 yield 5 mnintutes to the gentleman front
Geor gia. (01r.Levitas).
(nr. LEVI'rAs asked and was given permission to revie and exitendl
his- remnairks.)
[Mr. LiEVITAS alsddressed the C(1ommnittele,. 1ils remnarks will appear
hreafter in the Extensions- of Reinarks.I
Mr. ADAMS. I yield 5 mlinlltes to the gentlemanli from Illinois (Mr.
Sillmon).
Mr. SiMo.N. Mr. Chairman, I will be Su[p[porting the resolution.
CONCERN ABOUT IMBALANCES

I share the concerns inbout ilmialtnees. The gentleman from New
York (Mr. Kemp) slpoke most eloquently about this problem. 1
happen to be cosponsoring a constitutional amendment with tile
gentlemnan from Cialifornia (Mr. Rousseloh), iaconstitutIionai ianiendment,
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,.iu1r-(F(.e1 ,:hiifly by) the gventlemin fromi Loii-itna (Mr. '1'nr'e)
w.i,-h vJiwuld ;ay mv.'e are. mIiditted to bIl,.nce tla' bliilget uIllle.- there
I- it two-third-, Vote of (C6Dr(.ifg .. tot)
de ('OItrui'v.
I think ,,ver.r ihimIii. hvV: been said of .,ignjificamnce in support of
Ihe defir:it in thii.. (.iiiJre.Jt e.OfOnlIC ..-it4I0tiOi. 1 think the geintlettnim
frour "Iexw- (Nr. Wright) hia- 4.hown if-; gitgraph hoert whichi woild
i:,,hiiutf, that the Jotim,,*V market for this :iirr'' .ithation
-,l
c-n all'ol'l
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ust one program, for example, the accelerated public works program.
['his projects $3 billion outlays on $5 billion in budget authority in the
next fiscal year. As the gentleman knows, the standard outlay figure
in public works is usually about one-third, and that would b~e high.
So the gentleman is absolutely correct. I thank the gentleman for his
comment.
Mr. Simox. I thank the chairman for his comments and his !eadership. I think what he has, done is obviously to be conservativ'! on the
outlays. That is another reason for u- to support the work of the commiit tee.
Mr. ADAMS. Mr. Chairman, I yield 2 minutes to.the gnttlenkin from
Arkansas (Mr. Thornton).
(Mr. Thointon asked and was given permission to revise and extenl hi; remarks.)
Mr. TnorxTOX. Mr. Chairman, I am for this resolution.
SOME PROBLEMS DO EXIST

It may be appropriate to list some of the problems that exist, in the
resolution. It. is not a balanced budget. It is a larger deficit than I like.
It is $24 billion larger becutuse of the adoption of the tax rebate that I
opposed. It does not set priorities exactly as 1 wouldhave them set,
but I think those comments can be miade as we deal with specific
amendments later on.
The point, about this resolution is that it is necessary if the Congress
is to establish ceilings and to fulfill its obligation to exeI'ise the control
of the purse strings which is required ly the Constitution of the
United States and by the voice of the people we rel)resent.
'1This resolution is .ilot an easy resolution to Support. Perhaps that
is a reason for supporting it. It ;•iakes us shoulder for the first time the
.
n.!jonsiibilitv of considering at the same time this Nation's revenues
and expenditures. It is an honest resolution. It does not exaggerate
figures or engage in self-deception.
Our financial house today is in disarray, but that is no reason for
abdicating our resp)onsibility to gain control of our Nation'.s purse
strings. We should not vote for this resolution merely because it. is
there, but because it is needed.
GAIN. CONTROL OF ECONOMY
Mr. Chairman, this in my view is a necessary and vital first step
to gain control of the runaway economy which we are now experiencing
an!d I urge support of the resolutionn"
Mr. AI)AMS. Mr. Chairman, I yield 5 minutes to the gentlewoman
from New York (Ms. Iloltzman).
(Ms. HOLTZMAN asked and was given permission to revise and
extend her remarks.)
Ms. Holtzman. Mr. Chairman, as a member of the Ilouse Budget
Committee, I know that the committee members and the chairman

have labored diligently on a very difficult task in reaching a consensus
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oil a budgetary resolution. I think it is very important that the
Members of the House recognize that the Budget Committee has
labored under very severe constraints. The main difficulty is that we
were not able really to dig into the budgets of all the agencies and
eliminate waste and unnecessary spending. I deeply regret that we
were not in a position to dto that.
TIOUIILEI) BY SUBSTANTIAL DEFICIT

I am troubled also by this substantial deficit of $73.2 billion.
Interest payments on the national debt constitute the third highest
item in our budget.
I have several reservations about this budgetary resolution.
First, 1 think it is an enormous injustice to try" to economize at the
expe(n5se of the senior citizens of this country. I w;oul(l very much hop)e
that an aimen(dnent would be passed to restore the full statutory
amount of the social security increase to the bIudlget resolution.
Second. I would also like to raise the matter of the enormous size
of the defensee budget.
One of the problems, in my Pstimiation, is that almost one out of
",very two general tax revenue dolltirs has gone to support the defense
l)u(lgýet as proposed Il)y the Pre.i(lent, mlml e0ve0 as propose(l by the
Budget ('ommit tee. In' flac.t, about 47.1 percent of our general revenues
is going to support the defense budget.
TOO MUCHt'
Folt

,,'sBU)O'r.
jlV

It .Zvems to me that in timute of pollee, thlat is an ext raor(dinarilv
high amount, to be (levoting to the defensee budget. It is also interesting
to note that the proportion of the general revenues that goes to the
(lefenso budgett. Ias been increasing over the past few years. This
increase is particularly disturbing: during the period of o;ur military
involvement in Vietnaml-between 1965 and 10973-the prol)ortion ;f
our general revenues thmt went for the defense budget continued to
e.,ealate-up to 57.8 lpercat. in 1973. Following the withdrawal of
U.S. forces from Vietnam in I74 the defense bu(lget, as expected,
dropped to 43.3 percent of the yeneratl tax revenues. But in 1975, in a
peacetime economy, it is anticipated othat, it will escalate to 45.8
pe rent. And under the President's budget',, it will even escalate
further to 47.1 percent.
Even if we want to return only to the fiscal year 1975.hQ'oportion of
milit ary expenditures-which is a modest beginning in de-esca6iaýing our
Imailitary economy-we will have to cut $2.3 billion out of the conwiittee's resolution.
In time of peace, it seems to me that spending almost one out, of
every two general revenue tax dollars on defense is unwarranted. We
have got to think seriously about curbing growing defense spending.
1 have worked up some figures which do not really deal with any of the
52-059-75--52
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st'1teic nl0ro(ratll1' b)tt which deal with some of the inefficiencies and
wiatv in' defense, programs:
Budget
authority Outlays
(millions) (millions) Justification for cut

Item
1. lIcreased recruiting casts ....

63

2. Inhcjased depot rnainter.aance
nndoverhauls.
3. h:cie:,es in other procure.
ffenlt.

66?
1,rGO0

A, Gradudto education for rniti.

NCO

tjry 'ei.onne!.
5. Ciit 4,%(t)0 support (noncom.
bat.,i) personnel over 3 yr.

150

6. Minute Man III test missiles...

265

anid ICBM).
7. Situ defense (ABIM

180

8. F-I5 2':raft (ý,ccp present
pr)iui:Lion level at 6, not 9
lirt month).

66)

9. Pregiam grcv th .............

1,000

10.Trin;'s ::iThailand ..........
11.AWACS ....................

100
1690

12. Shipbuilding ................

3,000

13. B-I bomber ................

749

14. Military support to South
Vietnam.

700

Total savings ..........

9,764

60 Applicants for the Armed Forces far exceed otir present needs.
There is no reason for increased 5pendiog to attract more
volunteers.
S00 Increases could be deferred because the basic program appears
to have adequately loaded maintenance facilities.
180 Significant increases in procurement of miicellancous equipWith no increase in force levels,
ment for the general force.
there is no need fcr increased procuremient.
95 This category involves non.rmlitary-related graduate traininga luxury at bast.
150 The Army ,ecognizes ItIt these personnel are uniteeessary,
but seeks to replace them with combat personnel. No
justifeation has beeii given for 3 Fiow combat divisions, It
is pointless to fight one hind of w:as'3ay cre•ing another.
90 Only purpose of this expenditure is to keep production lines
open.
90 Since these R. & D.programs are designed to develop an
ABM system despite the SALT treaty, they are unncces.
sary.
60 No need to speed up production of F-15 from 6 to 9 per month
when production of F-1I has been speeded up.
200 Orifinal committee m.nrk deferred S4,CC0,C00,000 out of the
$5,000,000,C00 in the requested level of defense program
growth. In view of current financial situation, the enime
growth request could be deferred.
100 Triai Government has rerjuastod withdrawal of these hoops.
400 Miltarily questionab~e. lJsLoss for origiiial purpcso to aelend
United States. Present purpose isfor NATO utc. Ifso, and if
NAl 0wants it,let NAI 0 pay.
2.10 Thils represents new shipbui!,irrj authority. Yet, $?,300,P00,C00
incost overruns show Navy's piogiam inserious trouble. We
should not reward mismanagement. Also Navy needs lead
time to comply with Congressional requirement that ships
have nuclear capacity.
350 Need for new strategic thmber unproven. At present time
Air Force has lengthened
btited States has 500 orombers.
life and penetration capability of B-52's by extensive
modification programs. Strategic use of bombers as deterrent
doubtful at best.
500 This item isself.explanatory.
3,015

1620 in fiscal ye.; 1975.

If we were to look at the item of increased recruiting costs-which
in Illy judgment tire unnecessary because recruiting is not ai probleifl
alt this titie-if we were to look at costs for (lepotLinimt(,nat.e and
overhiausk; ait costs for graduate education for military personnel;
costs for sonie support p)ersonne[ in the Armed Force's; costs for increa1se in other procurenment--al of these are listed at pages 112 and
i ailiost $1 billion in
113 of the commiitte report-we could clit

btidgettary outlays without aifl'ecting ini any res)ect the question of
military strength.
WASTE AND INEFFICIENCY MUST BE ELIMINATED

It is about time we begin to look at tlhe defense budget from the
dis.magree about some of the strategic programs. Some of us may suppoint of view of waste. We ca:n disagree about the B-I bomber and

port themi, while others may oppose thuei. But none of us, it seems to

mIe, can disagree oil the proposition that waste and( inefficiency even
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in their defense budget must be eliminated if we are to.control future
deficits and have the Federal funds needed for domlwestic programs.
Mr. ADANMS. Mr. Chairman, I have no further' requests for'time.
Mr. CONABLE. Mr. Chairman, I yield myself 3 minutes.
(Mr. Conable asked and wa6 given permission to revise and extend

his remarks.)

Mr. COXA,\LE. Mr. Chairman, when I spoke earlier in this session
to interrog'ate the (listinguishled chairman of the Budget Committee,
who has [mbored earnestly an1( hard to perform these very difficult
labors, I did not inake my own position clear.
DISTANCE BETWEEN INCOME AND OUTGO

A,intmember (of the Budget Committee, I have been distressed in

this fi'st vear in which we are trying to determine the relationship)
betw('m income 1( olitOutgo in soome ordIerly fashion, to find that the
relationship is a very distant relatioishilj) indeed. As ar matter of fact,
ulp in western New York, we would not even call income and outgo
shirttail relations if they are is faor a)art as they
are here judging
Ie Budget (iomnlitttee.
from the first report brought out by th
Our failures of consanguinity, we can correct by affinity. I would
like to see this report sent back'to the Budget Coinmittee by a resounding rejection on the floor of the House. The lBudget Committee could
I ln pe-rform sonme sort of shot gun marriage and bring these two into a
much closer relationship than they apparently have, judging from the
figure. that are before us.
I think this whole process will be viewed as incredible by the American people if we advocate ai deficit of the (dimension of $73.2 billion
by o(lr sulpl)ort and recommendation here on the floor of the Hlouse.
'T'his process is too important to let its credibility be damaged in that
way.
FtTRTIIER ]RECOMMENDATIONS NEEDED

I realize that our procedures do not permit a recommittal, but it
appears it is within the power of the Budget Committee further to
(I liberate and further to recommend, particularly ini this year in
which we have a dry run, so-called. And so I hope, Mr. Chairman,
that we will reject a deficit of this dimension and give the Budget

Committee by that fact not the cOUp) de grace but instead a mandate

to go back and try to bring a closer relationship out of the two basic
elements of our fiscal policy.
Mr. DEviNE. Mr. Chairman, will the gentleman yield?
Mm'. CONABLE. [ yield to the gentleman from Ohm1.
M•Ir. DEVIJ. [ thank the gentlemnan for yielding.

Mr. Chairman, I was listening with interest to the remarks of the
gentlewoman from New York (Ms. Hloltzman) in which she was
apparently castigating the great amount that was targeted for defense.
I have in my hland the United States Budget in Brief for fiscal year
1970. Inside of the cover is the pie showing where it goes, and national

defense is onlh indicated for 27 cents, and 39 cents is in direct benefits,
payments to individuals, plus another 5 cents in grants to individuals.
So I think the figures the gentlewoman quoted were in error.
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The CHAIRMAN. The time of the gentleman from New York (Mr.

Conable) has expired.
The Chair recognizes the gentleman from Ohio (Mr. Latta).
.M1s.HOLTZMAN. Mr. Chairman, will the gentleman yield?
Mr. ILATTA. I yield to the gentlewoman from New York (IMs.
IIoltzman).
Ms. HOLT'ZMAN. I thank the gentleman for yielding.
I)ISCRI.TIONA.IY IREWEN ItS

MNlr. ('ltairnian, I woeild like to answer the (ominment that was
made, because it is a very important point. Perhaps I did not make
myself clear. Tihe defense budget o(.upies 47.1 percent of the genenrl
re(venues. I wais not talking about all of the revenues the Federal
Government gets, but I was talking about what I would call the
(liscretiolar"v r'evenues. 1 1m not talking al)out the revenues that
M) into tile social secri ltv
trut fulnd or tlie highway trust, fund,
&oc~alse those revenues 1listt be spent for the trlst, purposes. But
if we elitijitat liethlamountts that are raised for t hmese special trust,
fundls, and we talk about general revenues, then I think we see a
clearer pi-tiltl't' of wlvre our tax dollars ore going.
According to miy an'thniet icunder the Presihlent's 1ludget, d,(fellse
sl)pendling accounts for 47.1 percent of the general reVe'nues, or'general
tax dollars.
ThiVe ('Ir.MinI..
'T'lle tine of thle gentlewthniun from New Y',ork

(NIs. loltzmnan) lits expliredl.
Nil'. LATT'rA. MN.('hairinan, I yild I aldditional mlinute to t(1e
gentllhewolmian from New York (Nk,. lioltziman).
.Ni•'. l)I.vIxE. Ni'. ('hairlan, will the gntlewonlh mn vield?
MIs. HiOLTZMAx. I yield t( tllm gentleInan.
SChOOL ICx(' t rom.\Am ii uit' BuI•;'r

N1il'. D)EVINE. N1r. ('11irnian, in that vollnectiot), I understand tIIIe
gentlewoman from New York (Nis. Iloitzman) was on the Budget
Committee. in the estimated deficit of 72 and son perlc'ent deficit,
dlid that include the votes hiat were taken ill the last week anti on
which, I believe, tle gentlewoman from New York (.NIs. 1iloltznua)
voted aye on tile school lunch• pI'ogranm, wilMch did violence to tile
budget of about $1.3 billion, fnd the educational bill, which was
al.o-at $1 billion over the budget? Were those included in the estimated
deficit of 72 and some J)er'ent?
;Ns. IOL'rTZMAN. I a11 adIvised that they are.
,NIr. DEVINE. They are included?
Ms. IHOLTZMAN. "es, sir.
Mr. )•EvINE. I thank the gentlewoman.
Nil'. LATTA. NIr. Chairman, I yield 5 minutes to the gentleman from

North Carolina (Mr. Martin).
(Mr. MARTIN asked and was given permission to revise and extend
his remarks.)
Mr. MARTIN. Mr. Chairman, I would like to direct a couple of
questions in colloquy to the distinguished chairman of the Hous0
Budget Committee.
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aid tile public service jobs program, a1 weIll a.s tile tax cut. Thlhoso
directed toward Stimulating
fotlr sI-par'al(e st ilnuli, Ihlrve of which
hed in this,Ilevl)ldget.
til J)tn'i valte S.ector, lreI inlcltl
,N1'. NIARTI'N. M.lay I tskt lle ge1ntleIman if these projections wNere

for fiscal 10"10 oiilly or' would they go into 1977, or is that stretching
thile tIodel too ItlInlh?
iend of calendar year 1976.
Mrl'. A•.Nis. W'Xe went to the
MIr. NMA, rTIN. ''llial woulld be into thte, Iirst half of fiscal year 1977?
MNi'. AnA.•s. 'Y'e. WAe will liar( it .• ibciuoi itttee, probably a task

force actually, oi loug-i'anlgc, proje(iiolls. Jive-yea r' projections arc
rjlquit'e,(I by tlie Bitilgtp, Act. whlen all provisions are ill ef'ect. As the
C(longnre.ssional 3ittlgdt, (O)llice co(mllputer services, comei oil line we will
p)'ojptt olit 5 'eah'.S. As part (of otir rtIpo't this year, ve w,'ere unable
to gi't to Ihat part icuir phlalse.
Nl'. NMA•.T
wI'N. At thliese hlvels or spendlin, (i( these projections into
tille lis, hillf Of' calllndlal ilyrl' 197%, iha1t i:;, thel first. 1al(f o' fiscall yeal'
1977, liiad the nien betrl of thle conhlul.t Iceto believe that hcre would
be i S.ibstailitil inlItlioliary effect lit that time?
ONE OF TIHE COMPLAINTS "IIEA.D F"iO3[ 3MEMBER:iS
Mri'. AI)Ams. No, it (lid not. We do not see thi economnv using up
r 1978. Willhi respect
excc.s ciilici\ty uiutil approximately calendar yeaV
ralte, that isl(on (if thle coniiliinl.• we heard
to thil utillilioi'i,
flilli other NI ('till,('I's. We hialve not beeni .siuccessfiul in tile p)lrogrilis
tliiat we hilve iln ilere in liiio\vinl it downil blIow tile t-percenlt figure,
we do ilt( expect , for ait heast, 2 yairs.
Nit'.%NAl-i'rN. I im( faiiliaiir withl till Speculation tlhat if the recovery
a vet yT
It, reiln-- lt if
iliiit. is, oif 'Ollt'Ns,, it
is relit ively Slow-. nd th
thell I'evt'ovlv i.si Jow, t her'e would therefore,he no probliici in filnalining
C.%unenploymen'lt anld(1 low
would Mtill liave high
il! deblt, bliiil.(, wle
i iii h ,iicti 'it
lev el. of ( ,o nlo
Tihe, (C'H.IRtMAN. Tihe lililu Of the gentlemaiin from North Cai'rolinit
i. llitinl) h11i.• expired,.
M'•

Mi\'. LAT.
'r'r.\.NilI'. ('haiitl'an, 1 yield 3 alddtlitonal minutes to the
gentlhinim frot Norith (C'aroliti.a.
Mli'. NIARTi'r N. HIowevejr, if thle recovery wei' faster, we would
Wouli iikIo alive lnl
lhle have', exu's, letaid on t1he ecoloily, lind WA,
('xclIS'(t
(leldilimln for liobi'i'(,w n(llot(,', wllii(ii Wooiihl have the efrfect,
, l'lites. I wou14
'a ailtd Iliv' intlere•
of drii ngil
i ii ) llolh lie iililitifill rlle

'
ask tilh, geiitlemiiiii whellher he cot ild cliui'iictei ize tIe lekllo whiicli
lie lha
il ed in the conilitittee work ias p)roject'ing iaslow ria te of recove'ry
or a fast rate.

SLOW RlATE OF RECOITErY PIlOJTC'tID

NMir. ADAMS. 'l'lieAv all project aISow rIll(at of recoVe.'l'.The Committee
in its- il(ilberaltions. wiai. ,•lwililly cili'(lful to fiVoi;! ditivitig uip the
inflation I'ate.
As I iiili(". tcAlearlier to) ithe geiihltilan from (Californiaiand the
York, it is i. very lyntliuii world that we live
genlht
i niifi',i; New
m lilt !e. .
in, and that caWe iill threv,
li'(,(, i'cotlOl(trI, nlod(l1.5, and iltvy till comel oilt with
the sitll i' results ilisoflir ais riat(,s of illflation were concerne1V ,ld.
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Ive' II f.i
l
I'l'
- ih'II'Is
O
e'
IM ('T'V
Ihlen fh
'ile.1 1irniilli'• bliilcgel '10il lili\'
•,l I111l1llllli
l, e,,'lii,,i .i'.
D oes, thlie entleiliiil firomi Wl'ailiilil-loi
Wec ('

h Ise iso l.4 to lilri 1 dowii Ilie

l(:i
fii'

, ill i iiil

i

olrl' -1',,llil'I olil
Iil,,i''i .

ulii'lcr dI ,e ,w,uliJlli,

SEC'ONDtItUIlIENT lci> ill'lION

FI)l' eXallii ple, ill ,TillY, AllluIlw: or Splilvl ,iietr we will havie lh11C',ioi
C cinclll1.4,nl R sl ultiosd
h n fro mllli.; (,o llilnill i ,, fin di w e'tw ill lit th ait lifili,'

r',yendIv have Ilie

i(inlltlky iii(hc,, (if ,l
ily,,
:ii i Awilvhilt which
fin,ll
i illcreulill, ii ilil•io iioI sll,l , or'
Wt
'ielhei' Iii, wliln
Whethlier'silde. geinie illy h e iihi(,l'ervils , lilid if ltherei' wI'liiili ilivioallitlt

i
W O i s liOW

,;

o f (,o ll'o llyil1l' (,o nli dl l o(,n
(,•

1(, n a'~
i d,il

he llil l'.•i i i f . Nv e l 'e bi~l mi .oli-

v'ertloel Ih)spel),iilililv which wo)iild I i

Ilwa (,onlmi

I %ii' l kiipi ill).
lld I hlenl',,ililii(I slOwiii!'
doiwn I lle p'ropo'ed Stimutli which Ilie (,oliiliiill(t, has h)ilill inlto Iliu!
Iaili uili-ig Igh go lh lliliui whe lihe

I

First, (C'on,'IIti l, Res-oliitioti?
.{i
Nit'. Ali.t.ml. WXe wOOild ,ei'laiinv Clo.nsider Iniit. As• I•iaId thik liioltii i ,
thuis ik'whail we arit,Irvin o 10 do, Ii) ,i (lilt of I, i'v1n'cesioii1,
11(1d itl Il
,2inie Iilln1, litot go ilill
i l0h 'ot
around
i l of inll I1 ioli. 'l'Th ik it vet' d.vi Iv,
lis,
~ l ille,.;s, findi{ w e"(ialre Itoi , d oi t1h is. W. fV'irle rvll'zi . ,Io
Ilin i i

'l'

~lid

pil2t l' ip.Tills in lie'i , wl; lie genl hmriln 1 illl m1'(, lidii' l til
Ill Ill,
"11-114lil"llliifromli A lAkil i1,, hl firi
tle lnot Iolil•-iiii,. I,0 ii111,11'.ro iiiI.

llin1t, wlvol(I Strt(h('

lit beoV(ii(I I lie( time lte priv'iil

se•,or picked illp.

for exalriplo.
Mr'.
11 h(,
Ha..\l'l'.
he
( ,iel
l ilin Il (,iii lh fint liho woulll Itlen i-,enililenI
iv
notcxledII
w
I fx t~e lioll ict ?
.Ni'. AiA.I-.\•. No:; we have otilv saiid W, wetlih (,Xtenid itoll -flillY I oif
1976, in otIher wori'(kI, 116-iinlitii jpi'iOeI.
ji.W131.•llmmN)

TiAx 11Ji)w'r'l'O

.%,Ir' .\lor li

XT, IIII)

Ni'. MA.RTiN'. ]1l1t, il- ,an exapi'ih,, if ill t iMilhdle OV laite 1975 it ippelled thfilt teli •,,ioiiu
oluirapidly,
recover
I Ie ge hil(iiIiii fr'omi
1'ii4liinglooli w(•ihl I theli 'c, lnill
(, ihil Ilie
tl ix reiiicl il Jct.
l fillt, be

extendedo~?

M'r. i .\.•s. T'hie g
ke n)l
((e ol l2al.
I1ii l,

l Ii

rliiiin
li' on ]ih vnow ili'l

1,nr1iolil. Jlilli(orJ7,iliay iand lililropill'h iliiv coliliiiles..
ITS~isionfinddi-frrid owvr- on (-flljP~svig
revoiitiito
t
h
A s- I triedl to ililke (.hle ir ill Ili\. openiing_ I'(lilo lký-, imldl I ktii w flip,

g0entlleiiui1 i fl'Oll) 'T'eXnI (.Ni'. 11100K.) will be
hi iikilti .(ii(, iniriri
toliiolt''ow, 1hiit t1lie, llioumiititee
(I
olli the Iliuimlge w, awtitw
'(r of lhow I liiuig4
were working ouu how I lings will work, )ut. I he ililividili iuiillirizitl,,
ind(I pproj ialiig conuiiittees are tile oli: thil itneed to c(oinside(,' the

Specific hilt(%items.
[ie (CIIAICmIr.Ax.Thil lielte Of Ilie gr'lihiVIi hIlit eXpir'ed!.
MI['. IA'rT,\. Nhr1.
( 'hnirimnl, I yield 2 mimi(te to Ilie gent lenin from
California (\It'. JR

,•OSELOT).
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.M[r. RoussKL()T. N.lr. (Chlairman, I wotihl like to dlirecl a (Itiestion to
11.V 'rood (.1116111il 1it
of till (C'omlmittee oil till.' Biilg('t. I stil)1)O.' t Iii'.
WiS
,'(•.-idleredl, bll.I I will lisk, Il"IS till. Comm,.ittee,(, ,t tlh:. Bll g..,,t ev\er

a1,ke Ifor till ilpit to thle (,'titoi li, tIUnOh'l.s th at itr('
i..ed it-i to wlillit
llid1 1lij)pel if w' 111141
at Inulatlieel l),i ..ret ?
MIr. Awi,.'m.s. I Sj,'Uilie1:tlly .•
-i(o
ll pl)(,o1)l, to (1o 11111t, liivitig ill
injid tlliit I11w .urviIll.etnIu f'l', (C'ulirorinii, wits ijilenestt.i ill loiic•.
N.Ir. llRot',• l.-ii'. 'l ii•,
'.('t,tltmliiiit Ilii•i-'. l tliin iill I flit,,i' of tithe
.I i*
r.Al).\is. 'h'lnt i, c 11(0rr,1.
.'.
Rort)l'sM T.. \'it:int ,.v'i(' tlie( re',•ltl ,)o thitt ini,,f;iir ii, low leel.s
(il
Iliiilj)loyllivitl aitc IceiIt'fll('l? S.-..', lit tliel $300 biilhioll level.
N.I I.l
A 1.6i.I. ItI 111ie
olit wit•Itil illielltiijltiyienitll rutle ot I;. percent.
NI'. ll or•1:1't.'t. Wh I
lite faulio'.. 1i.eI ill tiho..,e ,.fltill lic,
,i01It14s'; (.1ai1 we haive thlat Sol wce cal uni'derst land I h1a1?
',Vo

SET VP (,illER VARIOUS STANA•X),l)S

.MJr. AD,.,MS. Yes, thle slfta will ho veirv plealsedI to sit. down
Ind
deh itil
it I thlie gtentlhnitan, As Ille gIel'tlhlnin Iroin ('alifornia knows, wiIl likso
lilt, genitlenam i foim New Yor'k, I an nisu
ire, he, at
rei Models of tile
U;.S. et'•l
.\', untdI we place ill tll, v'ario is
Set ui) tite, otheio'r
sig1res,
varloliis standardlill'E s,and lw)l)l%" IJkose bIudget
i•
vlfllV
I' ors..
.IMr. louss.mor. Yoll w•ouull, then have tile slallunldads for til. S.,300)
billiton expense level, v\'(Itt lioulli t ilie )resetI.,
i of tile T'reill-mry ill Ilie
Illit iketplaice wouldl bv r'• .tiuedFy $73 I)illioll.
MIr.Ai•.I.•i.. (O)h, yelie Ow problem, it-,s ie( .,euiletli an knows, ik what
l.,IN been le,.sribetl :•is ll, l'(lol('Ill of pi1:hiiig ott it st ring.
.MIr. RIussU.$oIA).I miiitertimi• ,1.
\Itr. Ai...ms. I•i other wn,'o , if the (l('iiiai(l is not therle froitm til

private ..cto', t lie'
fact hut the availlilily Ivof credit, is thliere ldoes
not Iean lit hat tlie l)i\'aI e sector all)bsrlbs it oilr mo\v(e.s with it.
.\lr. Hou.sSi:1.or. 'l'lli plrivalte sect.lor hal to tike Ilt! $73 billion
blecia•se we appareithvtlIo
4'nt have it,
i the"'I'ii'atsiiy.
"
MEr. Ai)A.ms. Pr:.ci-.i.,Iv. Wlatt I iniisa:lyir.,. to the gentlemian is 11h1
flitl• a•, bvl1coing,. aLV'iltl~hle. .ioney il freeing ,ip, Ib,, tI leprivuile
see,•.or is Inot,
tikitig it becit t,('m it (6)(". not.Iii,
vo,
(tilfitliice iii
at tliis
iiotlnleill, thlat it waltits to (go into bolrowitg lit,
ithlirglitr 'IPldt.

.\It-. lRou•.zim.'r. Tlhat k ri!.,rht.
Mri'. A t.\kls. So we cautillt, llit ttiI(i String ot t.
MJr. it(o'SSfEloTr. Blilt, of .oillise,, t lI Sm,(' t' t'0()IiOtc, I1)0l('ls1have
oby'io11•Iv l)e',II il1el'l)'rf't, ill (,tIItIe' obslelvillio ltis til 1lliVi.°e beeln Iid
nle.
Mir. ADA.iS. I ii.ro,, will the geltle'nilitl.
UNEMPI'LOYMENI'

WILL ltl, 7.4 PEiRCENT

.NIr. ItOUSSEL.oT. Bill, DO0W WP, ('1,I h)(' fSvit'et ,, alt l'ultt as f'Ir ,st lie
V,0'.o,10,1ic iti o',I,;
tell tIs, t Itat ifwe g.o for this $73 billion (ldli.il,
utio('1il)lovilivio't by II1v vvinl' (1I( of 1976(i will Ie, ui.cor(dig t Ifi•e, gentlhe1111111
' .(,li(i ll((
itt (' mepirl, 7.A l)rv',lt ; is that
l iiicorri'ct? 'Thiat is what tithe
O(10it1ilt ve tehiolt :o'livs.
MIr. A w0Ms. S,'veit percn'n t vltIlh' (,till of tihe(ail(',liutt yea. r 1976,
7.A [ivrel, , al. tIe, enod oil ite 1976;.

N.l. Rift-.ro-r. I !,:ink ith(, ., !eli:i?.
'l,. ( 'H A•.,'. 'i , tillir of the, ,.',ll,",Iiii ll:i-. ,expiredl.
NIr.I LA
.,trT.. M 1l. ('llifl- :- , 1 6T11i,
1i Ill.% (.-I
fIlIlli J'nlVI-.
lii- ,,ri,;,rkand e telnd
i~ ie*
NVOJ)Iitlt~in
i td
II~~~ill if
Mr.'V La~
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a- e ie-m e' Ww;
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icr , I i(
, rlt tl) otr
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Mr.
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l l,.
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EI}(A'l'ION, MA.N1POWVEiI

AND SOCIALI, 6ERtVICES

RedlIiitioi., wu\l(Il bI made amotmting to $4.9 million budget
ands;'.5
ill
)illiolhl in €tlays.
,ilIt)'l"ityThius
rep)resents proposed
lli'
ll l
oer thl(.
t igtll' aIj list l;rlts for rejectioni of proposed
b',.;CI..io , for
e'l'laill addllitionaul
.
edlitltiot( P1)r(irilltills, aid 1111 oa
a1lii111•ts niolt
uvmitc(Ijllplllut ( ill II1(! IlidI't mOr liic
Se.vir\1i11,
z pud
publicWM)k-. joil))
antol I r:illilutiu ])rloJ-wrlli.-. i er(', too, ilte proposed s.•j(liug
1,w' -1til lulliitipi ])oll..e,P
('i'ir" (',.v('.,'vi andI.,li t(, t pl)prop)rite
l.w llmeat

I'o ("illlt

r(c(.C.5•iOii i

-w ai.C'tl
year'

1976.

1l.,it liui. lIhre wolilud 11utunt to .;,;2 billion il l)lIrl(.p, 11111ui
liity
iii,,Id,-.2 billion lltwl..iv . fl)kl'uir
i'Ilei)"
r (Tirul
uaee I'•-l IC l4 e i)' ;•Idt'll CS
pr'.opoal1 to ieduict. expl-iiInlit iiile. by p.ilojtuiiig S lt('' to pily ii lhlrffor
jolui"'t 11o Id hej4ir
iii'oiv:fidcil('J'~
.ý Vluieli- would io'e;ilt,
illLI remiluioeloll
Ill ifli Illa,

(liOl,
I s ilit('I
1110- 1.TIe,''IIA

aiuil %'i'io1 0

NNAT1IIA
Rf,',luliol~l. ill I.

,1..S

I)P'V OI L1ul

IieOt(A

L lti'SOPJIO!1'

l I
to 'vl~illove fr'ojm Ill. r(e'4)l1lion
Illat, arel,

area \Voll

billionl ill hildtl,,,i alllloll lil.v and~ S1.,5 billionl ill (olltlay\'.

a'-.-,,iatlf'- w\ithJ ai VA'rif.ly- (.1, Ilbllbld"(.l,,- it(!l~l.l petrt till ig p,
I if p*lblic
Wfluik.,, pitrils landint II(! Idlfuoini:, vmi'vv,iiaI iouiii'
an rsearhL'l. At i lacti'/
1-1
" )161(1 Ofll' l v, '-, Illal.\
-" ' l I lli ; i.; ll ol . I ll( ' ti ll l(e to a d dl il |(l'elv a s e d(
iiiI Ill,'-,e:

11r':i
Hl 1 uillev \

G l'N Ef.A,I.HIl:'.\(

o \ ve::\

Il'(:inv lolwssi ye

de-ii'.9.

NP ACEI'li NI)'J I"TIICNOL.OG Y

v.ll:l:l\'"
ini I!lii cai•e rolv" wolI be.
In'jml,,edI bY" '90
)( illio•t wlicoh
W401, 14uI
h,'
il .vIqJl,.( to .. l,1Ii lim ll :'jfliei. Hati\tilvit . IIli ,s wouldI r',lit ,
il1 ,I ll tl.i11al
oImu'-wla, b,'l,,w Il(! bJil(Iget, bllt IItait
uiipe"ll'.8
:,lif
;. t1le. :ntIbi, til iv' olf ujoliuitg Spe•isflliug fluild dlicitls.
0'(.\1 \1 j,J{¢'; , NI) TIU. NSJPOIRTJ'A lION

woldI1 l't! .;] billion ill Ililge&t. mtitllio'it.rily and $4
p'Cilit (iti,,ll
uf Ille
wIll
o l Ii oi I'D
r ll(ove.
l-iiii
lway )roglaillul withicl it applf
wrs
'i,,i,;611V 1' iiv .lV itlili•'.(e1, Illiblni•d'tlled liml .itll Iwr(olo:: Is, •tld I lhe

!{'ltlci Iio

lhir
'l'i

lilliOiii I ,I lIa -. A '.'.it i
j'1dii (.I.
lor llitiq(''(vt I",'

,
I).( . IAli'Ii'i "\''111. "Xl', i.)fIiOI(u
,I voullI I)P 101 llm ilulg 'l(,I $'72(l
Million IJl.Villvicll I')thIe' i),I'lI 'l\'lCI'. ,iI ll{'h c"s.1(
o•l Ild
be'Iuuiued
bIv I u,,.,' •'. lid' tiot'
-'vI'vl and.r\'i,(',
tujutl
\\iliul Ili,,
dwp J)Llyivlt wo'lldhl
I).•:111~,111v,
a'l•,.•l
lldi tllil'I-'llch
I (i'. •
VE l';' !IA NS

ll•u.f',' atltlioii\" and

(iltlayV- wmilhi eadi lb 1)0
i''ulli(''Ot b)y $400
o'(ullli : l•t oa luio jand
'lliiOlls.
ill liliv' \\'itll the
';-1)'P'4'to:ltcap oill roin'liia auld IIilt((
lo,'w pr1ural'Zul illi{itive's
All. are )v,.r tihe Illdo •cl.

1ilil'.o'. Tl'lijs N41ll(I 10,'41
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IWCOMl, SI'CUIl1TY

B311(1(et, ,~lhllorit,Vw011ll be rethclw, ljby$0.7 Ibillion ail,, ouillax.v I)%$1.:, billion. This N'ollldl reflect elimiiitti;)ii of the inolthlv retiremelt,
test Wvhich favor."lhi•l-iulcoiie reire'es, ado)tlion of ilt stnIdard
deduction for work expe.•lwS ill tile '0o(1t Shlll4p program to ilIerease
efficiency. ', itumprove the Social Secltrity tniliulum. l)lenlit lalwvwlihl1
was juti (.'Ill originally as an aldmillnistr t ,ive
convenience but hais
b1een tllriled into a, welfare dlevice, and improve the mn1agelnent of
the program of aid to families, with dependent children.
D)EFE•SE
Ill the dh, 'n.ge airell there would be some net, Addltions to both
blidiet, nuthorit-y alln outtlayvs over the amounts enlraced by t he
r'esoit ion. Il'Iese rep)resentt I (utttliug baIck oni reductions proposeul in
the resolutions for sel'ert purposes,
i
including reductions wssoCidt te(
with fu•ds tivoilable for frins'fer from prior yeri's find lnonireplIncelient
of equipment, thit, is sold,, reduictionsb,4j tlm .defense stock fund•, cash
b)allflll(;5,lredcttonls it| WaiL' reserves ande inventory 'eplellnhillelit,
funds,, and, reduction, adu.it nieii ts l11u,,,de for inflution dnfl for Pr")r(grauu
growth. These increases, which would am1nount, to $15billion ill budget,
alutlo'iit" A1ndl $3 billion ill outla•ys, Woillhl be offset by, 1'e(lletiols. or
:1`.2 billion in budlyet nuithorit" a•n$l .$.2 million ill oullavs which
represent holdin, 1).)
D
civiliAn' ply an(d military pay at its 1preselct,
level. In these (lay3s of finaneial stress tld huge le'1erI (al
de iwits it,
'ef'llS appropriate to holdl the line on FIederl s.iliri.s. here are
instil ies in tle private sector, I uinderstand, where labor (ndimfimigment ha1\ve volutintnrily" agreed to aintaiin wa ges at present levels.
'This extimple Shoull' he followed by thelelFedeial o0vernmll-nt. Thw
net addlition ill b)idet, auth
would ltheo1'efore be $3.8 billion and
$1.S billion in outlay's.
AL LOWA.NCES

Tit this category budget authority would be reduced by S557.5 million
And oultlays bly $.5150 million to reflect, savilings that, woNuld result, by
ret• killing sala1:ies for all other civilian employees also tit
the present
levels.
REVENUES

It has beern caiiulted thalt revenues- would amount, to $4.4 lbillimm
ill exces. of $.295 billion, tChe 'evenle figelre con litlled in Hlouse Concurrenit. Resolution 218, if the t Ox reduction 1ac, is not ex!enle(l beyond
calendar ye(,ar 1975. 'JThe nanendment propl)oses thot the Oix re(lduction
Ilot be ext(e'lde, which would increase, revenue. There would not be it
miet, inerease of time fill $4.4 billion, however, he~ause, oflsett ing thi,.
in part. would )betile somewhat. lower revenue intake that would result
(lie to it lower levIy1 of l'ed(erl expenditures. The rieduction inrevenues
hns been set at $3 billion, placing the net revenue level at, $296.4 billion.
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I include a COpy of mny amendment:
AMI:ENDMENT

Y MAN. LATTA

Amendment ito )eoffered a,h i subititute I)y Mr. Loat ta of Ohio for the tamendmenlit ii the nature of it stibstitiute o(fferced'hy, Mr. O'Neill of Massachsiiett-c

Stril .w
out :i1l after the rest'lving c:ltuse I Ilou..e,
h
Concurrent Reo.ithlon 218 and
I ih.ert in lieu thlreiif tit(, following:
Thai tih, ('Ooiigres.i herebly dItertinres tild declaress , l)rstitit, to section 301(a)
(of ithe (-,miugre..itonillMidget Act of 197.1, that for th(e fis,:ml year iwgiiiiiiig o.ilo
July I, 1975(1) tlhe
remime(lded h'vel of Federal revenues is 8296,400,000,000;
(2) the appropriate hevel of totol new budget iutuho'Ity k $37 1,1100,000,000;
(03) th(
ap)l)0 '{i'1ilit' Im.0I of total l)bltdgt't
i $;l5%,,(),()0,Ot)()
kys
I ifi
liet. deficit lit tihe budget, which is ailiiroirl:ite iii tie light
(4) the Itioult
(if ic-•owi''iic conditim is and uelIlt her rehlvatit factors is $5.1, 100,000),()0( ; and
(5) flhu ,ppl'i 11111e levvl of lhl, public debt is $.103,4t00?(101000) mid(1 thi
im'tnllt by which tihe, tenpon'irv st4tutlOry liittit on St(0h debt Should lieCordi ii,,ly bie li('ier('asd is $7'2,40t0,000,000.

Mitr. (':IEInllIa. Mir'. (C'liilniti , the first, ('onIll'l'relt resolutions Oil
tiie i)bt(Iget, llouse (oiuirtent Resoluition 218, is J)Lr')o05d by the
it
, a time in which our Nation's ecooinomy%
Ilttiigt, (olllititte, lit
li)tll.5(
wei(,l
,lllg ii igh level of Illenil )lo 'lileltll ind huigh inflation. 'I'lwol
i. ('.
is wi(h. 1)11lili(' ('Oli(i'(,l tilit titiless plilil' i)\olicy illtitliVe.s ilie. takell
while (.ollli'r t III(.e(, ])rOilhtfrs (,roel'eIl
Silltintion m1111y grow wol'rw.
.vI'ory.M

.tive,
our national econlolmlic
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UnTdoer tid' if(%\\- Butulg(+t","
(Conlrol A(tI,, for
enacted last, yeiar', (Collress.- is
iIlemlllllilE to ultilize' it nvx'ramlle;\olk
Ilmdtl~ a:ta\ devi..4,mikinty.
'I

I is- rest, IIit IoU
1'(I-l'l)nve'i 1t lifirt ,step) i tIIllt l)l'C',.;. W areit HI
o callT
ii)olll to (atict ill it wv wlhi(ch 'eS)ol(ld.tIt) tihe pre'ssinig ('ir'(llnlittll laces o(f
Olr V(10ll()lil(• "itualilon.

Ailolltur
tile iiipo)()tII iIt
reft.sons for (Ui(tigtilig
e (Congr'essionial Budget
llptidivii)|{ll Control•) i\c{ o)f 191-4 •\\-i.-; t11(,' need{ to inh'(vt tile

1111dl

jrohi):'lll. of
0 li

lltitlug F, erltl (,XJ)(,i litilr(,S illldi (11,ih'its, as well Its
Illi'' illljlicts oil tilt'Ible
naional ecolloilv.
I1,(i'ult
lXp(l(littlll'ds hlai
ve grown rovih ll froiu (lie 1960's o•lwarld. A
re nt ()Mlie of N•it iitg(yelilvllt itantd Budtt•t Stldvy shows.. that if tile
gUOrWI ll ill .,pellding (.()l1llti.,
ik.'(,g
mii'lli yt11ile
.ntw(tllhi takeof(
s
frotli .515,
to 60
l)wre,(nt of tile 'Natill•'s entil'(, outlli~t. 1v
(1 tile (.entilrV,

f'lits woldlh Imevall (Govei'lluie.itt doiltlillltioll oI, tti'
lives ain oldii
Ir ails
of'livelihood toia far' gi'ul t('i
exl('X, t't
ll. we' fow experience. It wothld

a1bili'. to i()iikli,iineiigftil persdllill choices far more.
1lii itt)ir('selnt. Ili
sllort, it wolltl dIimjlsil ollr ilhit
lpendence. Surely,
diiiiitlisl otlti
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we wil iinot. knowingly take that step oil tle eve of the 200th anniversarIy of our nationit indlependence.
federal deficits have ialso grown r.alpidly from the sixties onward.
The Oflice of Mlanagenient and Buliget, hits ,,estiliatIed thlit, ifspending
proposlak now before the ('ongr'ess- should I)e etlft •,l, tfhe Fedheral"
deficit could reach tile liighl.Orhood l of $100 billion. Such ai figtire
wotlid exC'e(! total ,F'ederalspending of some 14 years ago.

1 include tilhe following:

FEDERAL BUDGET RECEIPTS AND OUTLAYS AND DEBT (APRIL 1975 "ECONOMIC INDICATORS," P. 35)
tIn billions of dollars)
Federal debt (end of period)
Period
Fiscal year:
1965 ..........................
1966 ............................

.

1967 ............................

1968 ...........................
1969 ............................
1970 ............................
1971 ............................
1912 . ..........................
1973 . ..........................
1974 ............................
19752 ...........................
19762 ...........................
Cumulauve total for Ist 8mos.:
Fiscal year 1974 ..................
Fiscal year 1975 ................

Held by
the public

Receipts

Outlays

Surplus or
deficit (-)

Total I

116.8
130.9

118.4
134.7

-1.6
-3.8

323.2
239.5

261.6
264.7

153.7
187.8
193.7
188.4
208.6
232.2
264.9
274.5
296.8
168.0
181.8

178.8
184.5
196.6
211.4
231.9
246.5
268.4
324.2
355.3
175.1
208.5

-25.2
3.2
-2.8
-23.0
*-23.2
-14.3
--345
-49.7
-58.5
-7. 1
-23.7

369.8
367.1
382.6
409.6
431.3
468.4
486.2
553.8
627.9
481.4
510,7

290.6
279.5
284.9
304.3
323.8
343.0
346. 1
405.7
476.7
348. I
ý69.0

267.5

341.3

-8.7

158.3

149.6

I Enclutr's non inlcrcsl.bei'ir• public debt seurities held bv IMF.

Receipis o.stimi1tes reflect changes from Fehruary Rudget for effect of Tax Reduction
I Eslimlo• as of Apr. 18, 197W.
Act of 1915 only.
Sources: Department of the Treas.iry aid Office of Management and Budget.

gea aelei'
l'( gaillede 1)',rvising
dhfic'itt,
inl iro(,',
e.xild'tifltl'e.4
,llv.Iti')tllif
Il,,.o,(,nil~aliedI
11Is,,vIle,whichl'll
have
tinti, peri,10,11rie
ve(11(n'
nllo)lmlivllhll)
jaft Ilt

Iar

l'?

"~

t 'l'u

sf0

g't

11

a nlt

'

)'stI

e

IElIll~
o

in I¶)73 at;d 1,.07-1. (onosllue'r prices ill get-ral I.; abollt, 21 perc'rttL
ov(' t he '2- ,lil, Ipe'iodl. ' it'laZC,,*t gel'arlI rise, a 12.2.-peret,•t inwn'le.ei,
1',0s(, 1IIllti 21) peIt''('lII in 1973
took pla-ce ill1 174. l lwevetl, foo(dI )r'I(T'f.
ill4 ven'. MIllnwililes, (,tergy lwic'es
( It Iover 12 l),,r(''e t futr ft el',
ill 1974.
stlihstal linil eIllitlilc'
irecessities i't,,ed
Sl•€.l Sil1u-) rises ill colIstlsl lr'1
. Silles of (onlstlit1elr
elionallr fo'in.S of i.qlt'1l(it
('•1lAnIlI 'y antiud (Ii3'.1
ill
3 otnthis (of 1974
(ttlu1l)I(', fori' exaitllpie, Cllropped( 13 perc('ernt iltttle l 4,t.•
alone, relh'vlinl.,, almost at45-pervl',tt (helitie in atitlimmil riae oveli nht
priodl. ( olisnlilier Sl"poli)ii gener('taily fell fit abollifl l3-per'(,11ei alnlal
I-ate ill file final pauarter oJ 1974. 1 i .l(citl(Iattablh:
tIlOnl

to ('(1st11lI(':','; rose oVL' 2,1pe'r'entl
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CONSUMER PRICES (APRIL 1975 ECONOMIC INDICATORS, P. 26)
11967= 1001
Commodities
Commodities less food
Peeled
1966 ............
1361 ............
It68 ............
l%9 .............
1971)
............
1971 ............
1972 .............
1973 .............
1971 .............
1974:
February.......
M,•rct .........
April .........
May ......

Jtins ...........

July .. .......
AuRust .........
September .....
October ........
November ......
December ......
1975:
January.
February....
M:irch .....

All All comitems moditlus

Food

All

Durable

Non.
dur.blu

Services,
All
services

Rent

Services
less rent

97.2
100.0
IC4.2
109.8
116.3
121.3
125.3
133.1
147.7

98.2
100.0
103.7
108.4
113.5
117.4
120.9
129.9
145.5

99.1
100.0
103.6
108.9
114.9
118.4
!3.5
111.4
161.7

97.5
100.0
103.7
108.1
112.5
116.8
119.4
123.5
136.6

98.5
100.0
103.1
107.0
111.8
116.5
118.9
121.9
130.0

97.0
100.0
104.1
108.8
113,1
117.0
119,8
174.8
140.9

95.8
100.0
105.2
112.5
121.6
128.4
133.3
139.1
152.0

98.2
100.0
102.4
105.7
110.1
115.2
119.2
124.3
130,2

95.3
100.0
105.7
113.8
123.7
130.1
135.9
141.8
156.0

141.5
143.1
143.9
145.5
146.9
148.0
149.9
151.7
153.0
15,1.3
155.4

139.3
141.0
141.8
143.4
144.6
145.6
141.6
149.4
150.7
152.0
153.0

157.6
159.1
W58.
6
119.7
160.3
ICO.
5
162.8
165.0
166.1.
167.8
169.7

129.2
131.1
132.6
134.5
136.2
137.5
139.3
140.9'
142.2
143.3
143.9

123.4
124.3
125.6
121.5
129.7
131.5
133.2
134.8
136.8
138.0
138.8

133.5
13(,,1
1:37,
7
139.5
141.0
141.8
143.7
14c..)
146.1
14.7.2
141.7

145.8
147.6
147.9
149.4
150.9
152.5
154.2
155. 9
157.3
158,6
1(0.0

128.0
1'8.4
128.8
129.3
179.8
1 0.3
130.9
131.4
132.2
132.8
133.5

149.1
1%0.4
151.4
153.1
154.7
156.6
13.4
160.3
161.9
163. 3
164.8

156.1
157.2
151.8

153.4
154.4
155.0

170.9
171.6
171.3

143.9
144.9
14G.0

139.3
140.3
142.1

141.2
148.?
148.8

161.3
162.6
163.2

134.0
135.1
125.5

16G. 2
167.5
168.3

Source; Depairment of L3bor, Bureau of Labor Statistics.

'T'hele
sales.lilne
s
l(ed first to it rise in busin•,s iniventories of unsold
gYootk; i lI1n to it c-l t tck ini prodluctiotn. 'Thl.s, tottll oit pitt of t h (,(:o110n111Wlalso fell al)o1l1, 10 I)()e'Cenft from Septemnl)er 1974 to Malurch 1975.
u(nlenploIvitnt t.its g'own11, in response, to reolut'(ld p)roductttive ilctivitis,, rea(:ltihg. tn S.7 11ree in wiutitt ratel antd aboubt, 8 million people,
accordling to receilnt figures. Mea(,unWhile, overall ('It)nloymllent hits gono
down tilOit 1.4 wiillion h(etwOten last 1)eceumbter am this 1March.
tos'Orzoyp
I sPosimirTy rr.,CED ON CONGnRESS
Ourlnled now, us a naittion, is to act in a way which fl' ..ists ( (o1'onofi

recovery WithIouit rekindling thIeo i1flati ionry forces whicl have brought,

its to ollr present. di(it hutiies. ''Ili J)laeos l t. trol.g respoiisilbility on the
(C'onigress to choose tan'rget I)dg'et, figures whichi llteet. this nIeel.
A vi t~a part of this d(,ecIslonnitking is Ithe size aow' lhtaracte'r of tite
$73.2 Iilliion budget. (leficit (c(ointlained in the Butdlgett (Coittee's
proposed! budget resolution.

'811
,N"I'If'1 P,l'VTID).i.-DEII,\h

jIOngnOwi(; wXIG1, B ErA. (; 1i

One problem il dealing withI thik defiCit fignlr,'e is (11a I it dos

n1ol,

really prt'e.Selt the full illl•'t et 1h1t aIlitiripill•,(l F(ederatl I)rr(1WJn.iIg %%
ill
boeotsiflhtrally harg lC,bciaw;e
i
t here are oli-bhttllgt atnd othlo
er F'ederztl
fititlicte comnponients to be (,idhh(l.
'T'he sitm !e-t anId mc,. t1970,
ci Ii.C va
,v '•'y'.i(I•,'u '" t I'ie,
ai,Ii:,a
U10e 111i,01, -' ile tile icti-'l li'
delli'it ,(,iff-bi.ldvtPee:,~ r'ala.',l r'0about S10.6 billion, to the fitiatnce reqIiiiilmneIt of $7.7 billion fAir
it t!, thinit tion re'otl t iug i i$Kis:.:.
t (,i t e'terl'i,.sv!,
t
Govermiiei
thlt,a of file Fedrlc, l' tnifi(,A
i
billionl ill eit-sliiori's
Irxrsi...nequir-eill
(ll t. above
'hT'•vr
are other ft,,ll'lllv ti-,ýi.tvd• cred it l"t.ok,,whose,( proe',,,lv..
F0 to tioll-I,(lCrll bor'w)eI', tflit
ottuting ti itf 'llhtei'
$7.7 billion. '1'h1'
Impact (of Illiese oil fiillll'illl ina'ktw differs from
' ( otli'
i
federall i.ir]'owinl!, pJrtlII e)e'tttils, a Ill t-'PP r'oIiJ)oilI Iof t Iiev funl, goo'; to l'ivillo
i~lidvidil• l- 11 l
. Bur't
t tierki, n',idlial liability, find tdllefundl(I t)o
tIot, r-eCt?
h salieI( way as o't hir
, priva te
11 d to 10 rket forces il (le
market. Iiingc Itioncs.
(C'oI•,'rVt i 'dy,these afllditions. to *if
t'elI',ilg Iii4feIderally
Iv •i,;,ked
bor'rowin., range fron itl)oift $20 billion ill)
to $261 billion ithove tilet.
unified Ittdget dteflicit'. include tihe following:
TABLE C-2.-MEANS OF FlIIANCING THE F(DEIAL DEFICIT
lit millions of dollars
1974
actual

1975
eslimnatl

1976
ertimate

-,3,46i0

-34,695

-51, 8J2

-?. f,15

- I ,931

10. b12

Total surplus or deficit (-).................................. 6.135

-18. £2

-62.,
49.

D..scriprtioi,
Budget surplus or dchfcit (-)

...................................

Surplus or deficit (-) of off.budget Federal agencies I ................
Means of finoicing otier than berrowinq from the public:
Decrease or increase (-) incasi anl monetary assets .............
Increase or decicase (-) inliabilities for:
Chicks outstanding, etc 3..................................
Deposit fund balances .....................................
Seignior
age on coins ...........................................
Increment on gold ..........
.......................
Total means of financing other than borrowing from the pubic....

2,519

3,147

-3W7

-913
--19
321
I. I9
3.127

1,501
-- 131
613

-1, tro
189
61)

5,127

-1.036

Total requirements for borrowing from the public ..............

-3.009

Change indebt held by the public ...............................

3,010

-41,500
43, 500

-

(3.5•)
63. SCO

I Taken from "Special Analyses-Budget of the U.S. Government Fiscal Year 1976," p. 42.
1The off.hitget Fed,.rral aienc0es consist of the Rural Electrificration and T.ltphorte remolving fund, Rural Teltp'lone
Rank. Hu•uinq for lte Llderly and Handicapped fund (as of Sept. 1.1974). Pension 8enefit Guaranty Corp.. Frnviruoinetal
Financiij Ajthority. Federal Finating Plank, Export.-mport Bank, Postal Servocn, and U.S. RaiIhay Association. Not all
these aqdncies PAsled dring the entire period.
3Besides checks outsltanding, Includes military payment cettrfirates, accrued intulr;I (less unamortized discount)
payayle on Treasury debt, and, as an offsetting change in assets, certairi colecthorns Iit transit.
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TABLE C-9.-NET BORROWING FROM THE PUBLIC BY GOVERNMENT, GOVERNMENT-SPONSORED ENTERPRISES,
AND GOVERNMENT.GUARANTEED BORROWERS
lin billions of dollars)
Debt
out.

Borrowing or repayment (-)

Description

1975
estimate

1976
estimate

end 1976
estimate

3.0

43.5

63.5

453. 1

14.9

14.2
4

8..1

88. 7
I

.2

.3

Federal borrowing horn the public I ...................

Borrowing by Government.sponsored enterprises
Less increase in holdings of Federal debt ........
Less increase inGovernment-sponsored debt held by
Federal agencies ..............................
Not Government.sponsored borrowing Irom public.

.standing

1974
actual

()

1
14.8

Government guaranteed borrowing ' ....... .. ......
1.1
Less increase inGovernnmentlguaranteed loan held
by:
Federal agencies:
Federal Financing Batk ..................
1
Government National Mortgige Association.
-. 3
Environmental Financing Authority ......................
Government-sponsored enterprisos;
Student Loan Market Association ...........
Federal National Mortgage Association.....
3.7
Federal Home Loan Mortgaie Corporation..
.2

(J

.C

13.6

7.7

87.0

15.4

16. 1

215.5

10.6
5.8
16. 5
-. 1
-. 4
3.0
1 ............................
.I
3.7
.2

.3
2.4
.3

.6
31.4
2.4

Net Government.guaranleed borrowing
from public ......................

..

6.2

.8

7.7

161.7

Total Federal and federally assisted bor.
rowing fromthe public ............

..

24. 1

57.9

78.9

701.7

See l•ble C.-.

• See tabte C 8.

atess thin $50,000,00.
The sime as Governmont.guaranteod loans. See table (-7.

TheInir ('zl~m€ ll)€lo )'\t ;financt(ial llmlilke's [)l(phi"; ]larv'gvi
tottil dhvttmind ()I hlo.-,, li'Ik tl:; titanl 1.w.el. 1) .(401.--!v1(1%,
w rt4.•,'dl ill
c~red(it, •hIm.,ltll.s. ('lilt all-',.it!. believe (, tl,t 1tl.;, ]t.\'el of, filialillng will
It t ltiive It,,\'l ill fill I illil|It.r%
('.111
.- ',Ile't•,,,?
'l'livre hitve, l)t(1vl li'voltt St,,.I;|-

!lio livte :lwitir

dlownt(
ll. ('111t
om

th~is+sl):'ing 1l11t the, pace of infllatio~n

Icgi "liltoStt.1110il'11 ..hwly11 .•( ,(lilt(t

ll,\r
otlh
itltlle-, wer
L\ IJI'I' t1111, down.
x\llItiIVel'u
f-e rbd.'(,'ly,
Slhort11
141
it(
ll
hiIll
tl
j
Ii(oViA
(
rille
to
ri,
b
-t
,1
.rlit'
.
N'rla
g
•il
'
I.toiSt. lritll];vs Itild~
ll f"[il-l'.; ll11%.11 tVxl)wl'i{lvtel flillif-'illy ill Se.llinIg dvh'l
tillltt

..,(,:it lpri\vili, bll',1MVxxtr. Ilre lwilu "crowde€l(d olit' o' lilt,. l111rl((et i.-,
ill\'(v;,IAl'rs lilit'Iivip , 11
, wvfltc
it
.
0,lit
I -fIzg,' ww,'\ lF',dleral lborlro ,\'itlee.

.'S~II( tt~tll,.al
g•Vtl'lllll~%%, ill ,I.so fit(,. t lzi+'+ "C.rowdtin fill)r(-.estlIre.

,nl I, ( '11111littl lProvxince' j(,it•ed otihe
Ilt.vevI' II
tile

marke~lI\"lJn'llt I(lw(f'(v thein+;

Jo'llr.'

Ill vol)lr tO,

jiit-\
ltlko. l'()r.es w-&

gel',llt(ýr

ef'lect.
We mtslt

not overlook tlitee signills of it nlewV illfliltt io•tly daltlgelr
,glge
111iO't01
t 'Ig('et,(hC'isioll. ReC'tltl', hol li(
Igt't:
'llelthilg,ollr
illleh r,.'st II'•
s Il1)\'i I'ltlo(ll' ietely dII. lown t r(lr,whi1.' lehou.sing s•i
ll's 1111nill

l'i'tlh tltttmrket ill) povI'tllifnt, like mllIny olthet , will be
(lIokt'l iII' if intfl io•I i.s ren(ewed(l. Btisi ,es.. borolwill g htas rec('(ntly
(
111w
F IW(,i.l borIf€olld
t it, I eoto )trsi11hvl
ow lw 1y1Wre
oiig(
, itJV
strongly.
l
r'(wing~, il .,l,,hl
ntl'ibillte to hIltsin(,.ss r<...01,v(.r mItd im-rr(,,sed
plrove(l. 'l'l•ti•

prlivalte (e ll()plplien|t.
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Dr. Arthur Burns huu- warw(Ie thlu impndl•.inlg lflclitior.• to Flgler,!
financing needs, il'ildolitg the or-I)budget ite'i.s, (.11 leli I t.4 itF]('ethflI
borrowing figure ltarov( $1(00 billion, withI oreslondlling enrieoriiltlt
st rains on mortney atd((i ilil man'kts, in which interest rates shoot il)
tandinal y priv.'te borttwvets atr Crowd, outl
t of markets.
A r('lated problem involves tile Mtidget ('mmitt te pto'osill tliii
port of new 'eoIend borrowing he fitllnled I"ldby
F'el(d'erll lR..5,n'v, plIrhl.ases. 'rhrouigh tlie fai.cti jonl res(\'tv( lriticle, tlhis will (Mteat,"l'ighpowered ilioiiv'" to tiittltto a tilteit
ItiJ ( expitlu•sion of b) ik credit •nd
thuns to "inonetize" this p•rt of tlhe mlhlitiotiil delbt. 'he illflationillry
e.tect. of this process are well known.
SLOW~~ (C)iNG NOITI) IN SOME Atit:AS

bI)lic service jobsl,
In pIrticiilitli, the propoI'ed stil)nilts. involving
speed!tip of public works and the like, face..; fituilior diflc'tlties. Plast1
experience suggests these progunam.s work slowlY, add
lt(I
,wjobs slowly,
Shift about. Cxpl.'iel.ce(l work,.rs into J1(w JI~rO'l'l(in.s, and plrov he b;vhtlted stimulus just at the time when fin ncinj 111d other experts tell
orl' Bludgett. ('omiittee we .dtouldbe reclining ille st imnitlits.
in shotr, t hey cost, too in1ch, do too little good WhomIe
it i..; needed,
wtilI interfere withl plivatl(e business•e p i
tjll Ill the wrong fillve.
I',4 senitiallv, oitl contetln.
.l)ilte(I action, indicat•(d by the budget
ir'so0tl l Ol lie(
tnd
(I'easollllg inditll ed in tllh .onliitittlev report .all
upotn its
to aJ)ply a.filinililt' d•ficiil, medlicine inlar'ger (loses to reinelv
tie illnes..s it hIIs uiggravated ill the past. •
Mo'eovcl', thev tell Its to rely on fiunliliar and lime-woli•,
(overnrIll(llt-.ponlsOir(l, job stiniilit1 In4 pIlace of lthereliallle (M ."i)1ll-41011
l
oif
Ewivalte bttsiii.e.ss I(tlitities which omlt budgettiry proposals will seriously
indeir midl mvy choke off.
,1:SS (;(RWIvtlM;INT DOMINA
i NAN(
N I: xI.I.:IEI)

Ill .;utn1maryv, Mitt
i time wlt,,n the Atericim ptilli( wn;,s 1,'s ovI in'Itwti t ill t li'i r fives, less biut ro letilone !oveil itlcitlit inl ten-i il oft taxiing
1111 d sp e, d l• 7 -,i , d, lm ll licn
. e ( "Ag , we\' lvl'
ltll ill t hne ir e c'on •lm
o ', t h•e,

( omlilitte(' (elicit. Irpoi~lfl)Mt ww'lO hatve' Its go ill thle 0j)j;)OSite
dire,'t itl.
If ( .'o.ltresslldlpft s Itis• v'-, l'illt ms it It0W ,st utoll.ds, it will nottInelt
etil~r t i'. ittik Iuop,,d for
n111itllnl iteds. Itwill Int achieve, leý Ituldlp
I 'tir,,e t11,1 hlli r.(ltp'oces,.
y
1'u•igt
tlt(,
lew
Midl olesirc.l timdle.
tion be reje'cted and that we renew 0ot1r eflfl'rk to seek eir'c!ive I•idlgeta rv control.
Mr. RhIl)E5.,. Mr. ( '1161it111t, I q)(e1k toIay tItore inl sortoiwv t han inl
atiget1. it isIll ways saoldenling whlenll riglt t promtuise faldes-anld pot en till I
is unrealized.
The'iv
message from the Cot udittee on t lie IBudget- I llouse (ioncurrent Resolutiotn 21 8--tve
tv-st
thlat we%(•)prove iinotter excursion
into massive deficit, financing. I know it, copies as, a disalppointment to
so many Americans whlo had hoped for'aIt(!\w 0'I'1 of fisccal responsibility
in Congress.
Biud-vit

52-059-75-53
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SEiIV'El) AS IA..NIXO MfNOIl'1'I'.ME

BI.JC

From iLt itnceptionl, I liae Sil)Ported the idea of it budget commit teo.
strongly. 1 eld hihli hopes tliat it woild(] Iv efflective. As it member of*
thli Se'Ict Conlllitttee, whlic'h (drafted the builget-rIfornl bill, I took
pttirt in th e give-atnd-take t hat itecoinLpittlied its being sllape(l into it
workable adjiti't to the ,onw.res.s. I also served as runking uiwnot'ity
11101 be' oil d'lie Iloise Budgt(lett (.Couilitteet0 (dliiingits l'ori'ittive pjerio.I
The entire JIitivationl behind creatioin of tie blidget-refortl bill
was Iu St I pply ( 'oligroes, - for Ih e first timoe --wit
III it ineciaisii throtigh
which wV oidl 111i
a.ike
w r ii otitil bliudget lr'ily (c'siolls, We nowitove t hlttt,
Iiii'lieaiisii. We olught to lh,(' it illm IitO '; (41recti\,(! maJltnner.
TI'Is, whio expected restrain t can hiarldly fail to be 11al'cIned aIt tle
$3915.6 Iji!lioI. fl'COliJi('
Ii
Jitio(Jti I,\
bY tl(' o ,lthe
ittee. Focr oti' 214 miilliont
pl)jtillatioll, t(li..Ir' j iQ-.'ls
t s it FV"l,,Id
r eXpli(dilitvt' (if $1,8150 for every
1li111, w(Jof all it 'iihl in Aiiieri'cit. For it fitiilV of four it is $7,400. If
tle ftial budget is l1itl( to tllS• lijtire, %(e
will, f1u'inlg o0111 Bi'en te~nuial
Pv1r,, !p(d
Ilon!t
ollOilOI
Natioil spentJl frowll the( fotlidulig of omt'
ItlVblici throulgl, the year 1¶1.1:.
T
sPE.ND)ING ])(DO
UBI.lE)D INI9 YEA:R

It toolo its into 19.62 to rai' ldie $100 billion spending imirk. Thien
thiat ill 1) vvarsi. 111 4 *vears we wenlt over 111(! $300) hi I i 'n
i1ia-k, a1iul now %%
are•i'tll-lee lill,'iuIII
uj u.t I year to v'lullt pant Idlie $400
hihlioii level. Th'ie pa1ce (if sJJ('?dilg l. 'elel'ert
('y
ilugr, 1111il thii*',i teils to go
into
1,rbit.
'l'liH 1iihge (eXpliitilre will raIice l).t, rev,('nle(,. bIy $73 billion ill
leflivl.I a: rco
liix to c i) liti
l
c'ttee
lciliti o s. I
tbl
his is fill
ii ii'lei list iv ,.tiillia ,. Iln the ii -lt'(,i'i
of filly htard (1iidgretl,ry (heci:.iolls,
the deficit will iii idotbledi' lIn' liill highilhr. I gn-1ii I hy "respect ih(1
('lirii '1.11• of tle I ((fiose AiJj;rJ(l'riations ( 'mmiiuttlee---lie is as itlfor'ile(I
i11•d( knowledgeable as anyiyoine oi lhImidget..ary m1:atl(trs., auid is -eeoglizYeI
for his iibilitv 1iild pl!'c''j(l ioll. (C'liriuieu MAO.N }ut- .h,t;mated
thillt, if
weseunt -uiditionls :olillllic(', mill' lldget (ficiti
e
will ex'eeud $10t)
)illioii.
As speumliiig bas sjnirl(led uip)wardl, the rate (of hlA,[ ('r('atiofl •hi.s
SoOtNrd. l'' Jll! 192!) io' igh 1947 ii was an a vea'g, (do4 percent; froi't
194,7 thiimigll I(965 it was 6i pere'iltt; a1d fromt 191116
ti'oiligh 11974
it was 1)I)(,r'.,iitI. Now, dh,.l)!ie Jill' haviiing Set,t li the BJildgei, (C'omuillittee to ('oliti l,'-(h(1l cred it-ciirdl owpelit'iol.., we tuettkted (()
li pplrove it leve'l of (debt I r(lt'(,-;i ts oillP-fil'ti ()f till Ithe l)l I'(JWitug
o,11r (Gover'uiueniit (li(d ill 199 years. ])uuring IhIis fime wv t'iunidvd World
Will. 1, WoIld Will. 11, the KfIi.,val, war, uIf(d th•, Vietnaim %%u', 1Ilui.
a host of expansive anid ene)('lsi', so,'iI Iprogrialils.
WC dol~ulbiP

IED)ERiALI, SPEixINDING Mtr
MUST

IuII- V:vI(SII)

This fr'emloundms Fhederral (leIIJ w,'ill ildvers(,elyv fl'rect. milr1na io4,lt
'1'l.i tihde of federal speiildig ll iI be ireversed in (ordet'

wbll-Itbeui.

for ihle ('('oVi(Jliy to havt,

aeny hl(IJ

(of recovery. (Cougress i.i, stt miuike

IJis Ili p)peu,. ! doiot pe)e'llf-eulI for a i(jlieill I(I'l itit is goilg Ito he easy.
13,i l.tOe- ofe' is of illlhli ion have n.ot. bee '.',pecially plh'sftnti for
miiillio(n1s (Jf A eri.vans.
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There have been enlouraging signs of iate liiit, olr. ,c0CoflliV is
righting itself, lial, inlflation aI(1 interest, rates are leveling.,' o.., 'rlie
ColltCIm I)lfat', deficit woild i'eqI- i', (liltgerml.; levels of Federili
foI'orts
borrowing. that wtold refuel inflation and still prodj)(tioh1
in the private sector. The impact of Uncle Sam's foray into the
capital markets eould be disastrous.
DesApite finm cavalier dIis'regar'di by iany in Ihik body for tihe vlrvet.
of intlatiion, it is-still o011 most, d(ladly fiscal foe, and if'left micnlleckei,
it could I'uiai us ecnonomniinallv.
s obligtila tOUOf re.4ponsilbilitY for 011 Inmol(t, ary-syste1i.
Contgnessasn.lla
Federal selidling is nearing one-ftollirtl of oulr gross on tioniafiproduti.
Il,'(%Iitige.
Its elre t,.; ()I0 1' (o'('011011
has the (luty to reevalulate fill
I believe that thi'', th (ilongress
I m,-l'iolable, a1ll Cut
oel
se ('onsi(ler('(l un
exist llop)rogi Ils--..
even nilar that. we all agree tare in tile niaiil de.imable program ins.
The Bud1lget Comnliit tee has labored, anld brolgaht for'tl a Ilioilster.
That, ik why, ill goodI c(,lseielice, I l.lst vole against, this proposal,
and urge .myN colleagues to join me in striking a blow for fiscal sanity
for Ameriica.
NIAV' IlESOfLU'J'N 'NEJ1)11 AS SOO)N AS P'OSSIBLJE,

I want to emllphasize that a "No" vote ill this reolhition should
aigaitist the new budgetary I,lpryves,'.
not b)(, icen'l )leted a- an exl)ression
and one that can work, 13111 ,ittakes peohl'l to
It, is a should
ivsteli,
inake it work, iand I ho lw that the members of the li('w Budget C o- -(
]llit,tee will face UIp to tileir' reslpoisibilitV to hohl tle line onl` Fedral
re tile B.•dget
spenllling. II this resolution is rejected, I would urg'•
Committee to reconsidler its proi)osal and bring a new resolution to
tihe llouse floor Its sooii a possil)le.
Mr. R•,,ss. M•'. Chairinan, I. commend the lllouse Budget ('oe.he, unlpressi ye job tlles' ha,11e (lone.
mit tee and it.; able chairman for i
They have brought, to hlie floor a historic piece Of legislatioll--olne
for iwrhich no precedent existed--andI Ihey hIave not, shirked tt e (liflicult
choices involved ill ordering Fied1eral budget priorities. I am in a(vormd
with the general lines of their proposals.
hEAVY BURDENS o

rooNPO
s'r GRoUrs

I also strongly Sull)port the majority lender ill his atteil pt to remove the Cal) on cost-of-living adjustmwents to retirement, an i Federal
employment payments. It is clearly unfair to ptut so heavy a burden
of Slrilci'iee oil tile shoulders of thle poorest groups in our society. 1
intend to vote for the O'Neill substitute.
However, MI r. Chairman, in the search to cut back unnecessam'v
programs and eliminate waste, a sumtj equal to one-quarter of tile
budget has been put off limits. in fiscal 1976, tax expenditures will
total close to $100 billion, more t-han 25 percent of thle $368.2 billion
estinmateed total outlays. Yet nowhere does the concurrent resolution
suge;t, tChat e'en a few tax loopholes be closed.
-1'ax
expenditures" tire defined by law as "those revenue losses
attributable to provisions of the Federal tax laws which allow a
special exclusion, exemption, or deduction from gross income or-
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which provide a special cr'dlit, at preferential rato of tax, or a deferral
of tax liability." I'o tihe laymen, these l)refereneeiS tire "loopholes."
Some 1110 Food, Some .bad;

0so1e expensive, Some modest; so011e
blatitliily Skewed to higher ilivollO taxpayers, some uor'e widely
distributed. But till involves it loss of re\,etiue to the Federal 'l'reasury
andi all exist lit tle expense of soi11e other use of the funds. They coin.
prise a huge, if often( disregardIed, portion of tdi Federal budget.
('OMMTI'I'S IUTY TO
-0EXAMINE TAX LOOI'IIOLE8

It is not, as though t here were any (Ioubt, t lint. thie Budget Committeo
Iars the authority to examine tax loopholes. Inlleedl, it Is the Commit('C's (Iliity to do) SO. Tit le I of the Congressional Btidget, and 1 inAct of 1974 states:
Such commit tel, It HIIouse Committee on the Budget] shall have the duty

Jpoundllenit Control

to €devise Iliithods of Coordinating tax 'Xp(ndlturaitt

direct butldgeL outhty.t3 ...

,

..

lOliehs, and programs with

Title 111 specifies tliat the concurrent budlget resolution shall set
fort 1'rh(, recommen('ded level of Federal rovnties and the, amonunt, if iny3, by which

the-aggrgtgate Ievvi of Fe'dtheral rev'enuliils should be Increased or decreased by hills
alid rtesiJhltiI n.,X
to be re.porl'ted by the ap)piroprit ! colliat
c mittcev.

Part of tile talsk has ).ell fulfilled. Tihe resolution recommends that
tite 'eceloi\
t
ic' I tx
fa( (.lt be exte(tihid. 'PIt. report sets forth existing
tax .Xp('litu'res, it
thk
is i fzir from etiotighl. No doubt lack of trim.
preve'tted t(ie comniuittee, romt doing its fiill job--recoininiencding to
the I(lo1lse, which tax ('Xpitnlitilres, as we•,it, as; whilc (lirect ,'.petilditIure.,,
sliouild be rtulinl(di, eXpadletld, cut back. Without slicli exaiillationi
aItI s"lc re('oll
r
ti(ild: tioils, aillyVo ittv',;siomil bi•i(gettmking decisionss
vill I)(, c,'ipjjlh(d Iuv Ihal f-kow p..1,(
Ill
n ltitlr(, vilUl'.
til sure1tlhat
, (o lillil(t to will go tiht ,fu ll mile .
t iht
Blitt whit of, Illts '111 ..-.-fiscal 1976? C(an we ill all conswieltCe ciut back
l11O,..,r Ills benlefi in t low- a•d1l 1ld)(tlrato-itconlti familic's, thle d lerly,
itlitiot'i y .gr)llm., withltowt dil('tndilit soiw t•tiaseisitr of s5,t cifive from
WCltIt
l' h(pltilh-lhoI'vrs? ('Call we (Itly ha,111 instutritniwe b(ll(lits to
tle tilevil lpl umled without t getting tri I(oIoto1y fuil-m tax sheters, for
VxIllle, o.e
o ' lrolmstl
ic ltrtia itlt
I Sihls (Corporaton--l 1) S(1s--or
itlllllitr IIx h)OllItIIZiIS?
110DE'S,•T INCREASE:.I' CA.\IJI':I) FOR1

MrI'. (0liai,'6nu11, 1 will of'le tin l l1(h tl
thlent, ttomorrow to raliseO the
agguegatc lF(lderl revetiiis titrgetý for fiscal 1076 by $3 billion-at
Ve''y Ittlodet. iture'.
titil well withii tile 'lfit)icit of this (oitgConress
tills session. 'll(! IreVelilleli
glm, while not great, could Stli(l ius in
g(ooI sltea'at hIter this y(,irt-t(, fillate ididlilional public service jobs,
it 1111tional health
illsntI'lliWO S's ttil, to ply for cost OVci'lilliS Oil
('OilWtritIS or'ltlexl)ecto(.(,
(ll tlit(' nitiolnti (lebt,

illc(r(ll,•is

ill uncontrollable outlltys-i-terest

pirhal)ps?-oi' simply to reduce tlhe (deficit if
gets iltiderway fistor thIill p)re(licte(d.

eco(ldoolic' r'coveri"
Whore could $3 billion worth of loopholes for immlel(iate plugging
be found? I could give a whole list of canlid(Ihates-tax provisions
which are ntot only expensive and unfair, bina actually distort the

817
econoirly lit a momellt Wlien we cal least afford it. Their yield 11(dls
ill) to more than double $3 billion. ()n my list, atte:
GOODS) EXPOIrITED) IN sMOIRT SUI'i'IY AT 1I03I11

D)omiestic Int ernatjtionol Silles Colr ptr'l I ionI--D)I SC!';')15(1g "lvt
gs, 11Ciw.ill.
t
(1li'inil5
nXI)ot
llowQdl to defeir U.S. taxes' oil hlAlf teairl
tile goods eXlportedl is in short supply ill hJillo,--a,4 sentrap ietiifa,
feit iliiA'r, billing win'e, feed grains were only lust. sill nruer-t lie DI S(C
l d IbolttlleiCls. Repealing
lax breik contribiii(s to hloll-tic iiflationt01
DISC woltld pick' u) $1.3 billion itvear.
,M\inimumn tax: 't'his Itix on looplihole income, nominally 10 percent,
iSit,eIf so full of loopiholes that, its vfrectevv rateo is only 4 plerceni.
Restoring the minlinuIInI Iax to soilletlung like a 10-percent effective
rate c'ottlul pick up $500 million I ,elli .
Gasoline taxes: l'axpaYen's who iteiize dC,,lctiions, niornitally ill
middlcle- lund(ipper-i,1lCo.
bIackets, lre p(r'rmitftei to deduct. tarto
taxes, ()It
gasoline lls(ed for nolinhisiness olriving. .1n t hose times of seve,,e,
oil short vges,this plrovis'ion, enl(oi(0iigns iiolies-setiil. (.onst.ilIpt tior of
lIhIlltctnio would ,nis, $50) million it .vei.
gasolnnle. Removing thle
tax bill
Foreign sour'vi income:l'The Ways andI ('l11s Commiittee
(M
last, year wolnd hrwve repealed a lianodful of tIx breaks forl Westernn
Ic,
luisphere trade colipoIitiotis, e10Iorpowtions in les% deVelolj)eo
countr-ies, and cven taim U.S. citizens living and earning abroad. Insofar
as,, these pIl'ovisions (0o anything oth(eir than cost the Government
inonlev, thvY envil('lilgo thlempon't of valntabl' U.S,. capi al and knowhow. e'•,r.-it
.V%in this refoir-I this ypar would gain $200 million for
ri nytg
tile Jr'ens
LO'W INTEIZEST',

IFOR 'TAX E:XI-1m "1ni()X"

t, al loal ho•id•-Stult and local boniols: lloldelrs of qnuilifving St :i
lilost ly people in tlie 50-1wrpve'it-almd-ri I. iax bra'aketl, or financial
i11st ititiO''.;--avCeIl) lower-Ithan-market hitere;;t nmavs in exchalnge for
lax exei,option on thie ilnt•,erst. This loophole :estn'iwts the bolnd market
to. a few ptilrllse•.s. 1ni I prolts liltlnn
.
l Itevetlle loss for the
lR-dvial (1ovenl'mett of almost .'5 I)lhlio -4f11r more than the invest
saved by St ttes and in niltvipillities. ()ptional federally s-i-bsidized
1
l in ar'kett, a•,,sist,
taxable bolnlds wold broaIem t h dnl.get'isly
rnmenlt sevelrnl
State amid lohal governli'r
I0ns,
and save the l',eler'1l Govei'l
hundred,d million dollars a year'.
Phon armoss.s: Faitill cr'oillilltig pIroctltllres are Ii1'ore liberal
1i1an nimol'1unl husiue.;eis acelountiug metlholk. '('hose rhle-s l-ro'vidle a
coz% tax shelter for wealldiv ronfarimrs---dotors, lawyers, co11olm1
ma nutf'.(hiI)l)rS--who maintmin a farlm, or part ownership in one, Ito
ture accolllntillg losses II~ed to offset, lioliflr111 income. T'llesv "talx
farms'" h)tell) run up tlie vo' of land for tlie faniily farmer who hai4 to
make a living lit ftn•rming. (.11,iailing farm-l losses could save $100 million
a yentr.
°
ncolrl-lg holleowrir(,l'Hol[using tax breraks,: The. tax.c()(lde properly
shil) through t'he dedl iuetiou| of mortgage niterest andi l) ('t' taxesaf| a
cost
)nnual
of $12 billion toI lie (oeVtiiIiiII H0. Bll I i thle J)l'(r'os.4
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it (ri\v€,

extrawagll..tt I~ollllz,.t, ,•llb.s.nzing. not only" flullnly ]noill.g
alo Il.lrim.• villas 1w" tlhe: Sea, Skki colilolltttiil• ill
tile lolitnllairn-, Newwlt iatioi•is. ( )ne re,:soiwlWhy so 1many real estatee( illtvest1113,I t
t.--lIl1 I'I"'s . Lul thlir'Llflialvdl ( anIks are ii) trouble is
that tl ,.ISe
tax I)poviollS. '13.eml'
1igI ,s tcitlation antd ovolImihling ill
lIixmii'v V'acat ion lioti-iing. L.imtiting tax d'(Iwt ionssto 11e principill
,:i1h3..., pe.r' I'illlih. co:l ll 'ldIiitet•1l of tli .usWatIsteful diversions' of
cap~ital. n11.
l'ero.nt
an1( s'l•ttilng it (.ilitl.r oil the (hdliictions, s0o s..to
Ililiit
t
ll
taIx
X
l
I);4di1,.'
o til
th StalIly
)le.ill,I1ireally•,( way~
Ih -,saletll'
of ,, the
Heit,
v~lhld nri,•P4 several Ihilliol
dlollars
wit'l (mt
, lin
te
.
s
'
'
i(
'
leln
E
t
Ji
f
o
tv
i
V :At,4 lil.jo i'
Asset (lel)-pcilti01 range System- -Al)R: 'Ilhis .ystem of rapid
Il• ,vi~tioll allows (ol)oi'r tioais to wrir( (fl c(,'i in Iasflts ill) to 20
J)l'l'C('t fas-t'l' tlhall
tinti!
,'
l ii;.efiI lives. ('ifrn tn d 1) ,(,v'ollmitist,i Sinco
it. iinlet)tin llii197 1111
an i pi'eee
i)
investment illn(,ntive contribu)1ting
to .'VlIiil ((:onl nic
1lps
e
1111dI dOW1., the AlIRt Cohld stienly N! n'Mlted

I)ItI

DOW thlitiiit.a

0-peicelit

in vest iutent tuIx cTIuli 1, is rill p)Ilace. itfp('tlilng

Ai)R ('iltile"ly wild pick, i p 1.f billion fo'r tle ''rieas.mii•y; ph•nsing it,
olt fol1' nlmdv fcjI•l',I elquipmlenlt m1ly would net $400 million.
The list, viuld go (til (l1d oil.
LOOVHIO[]"oS WAS'I'EI.S 01" M"%O.N'XE

'l'l•t.o I0ooph1ols do
1not (ontribi tebittiling to pni(liitive acliviLytheyv 'rewiatlmer s of ti1one,,e, pjiii'Y aild simply, not. c'reator..s of jOil).
'I'tpl~ilinig thti,, wolld Imiefllit, not, only ou.r i•iliired '•th(in'l rev'eniues,
1)1il 1 lso tle (',,e nlolli' as:; It wlide.
,(%l(" at!'tlii1'tll1 ii
i:
too lute for

tax I',foittill witch Could b)e, fl'etivC
il li svi! I 1176. 'Tliis j
it not, so. II'I ) I S , I'1m' i lst l1lie,, werie Pevp lled
us oi' ,Jhily I, 1976, ilie full nretemi impalcL of $1.:3 bmillion would1 bo

1'A-!
<., O
1A1 ,•IRS
11,

I

111l

tll' . ()iX- l'IliO
p1
a ot
1l(Wlei)O l t om ll'l'l lllt
1 uxl
ll il
+,to 1111111c,.bill, two(--11ttax-e .xempt1)St•ite,; l oi,,lal I),11I ..

+

s

•11

v p

liv take any livxl'ylr by

Iiifa
lir

for
ill
suit rprise to

t, 2 va's. I would
int1oil.w

enac.. ll

fot' valoidli' i '75. Atid foraegi lloincomt, provismols, arlt, of llst, year's
W\iv.. 1111 M(alsi. 111K,
bill,
un,
Ira... ovenPIl.;.
'113011l ACFO
TION IS NOW

'T'hte W a n,
tid

I'•:als (C'omitmititee intendt(Is to devolo its 1Ititention.

'l toi
is .priiug.

I pll iul their
i ',olvt,
(' 1
alnl ItOl)13 111ti1t fa'rleritiolls. Blilt tille tilliO
for ai'
• lo oil Il:: explidlit lll'es i.-i IIOW, whleihIIle ( o cIIrreII
T(', re.ol~liioll
.vt s cica1. "sylwfoie uis m'lp bltilg(t, op~tionls. I Iurge my13 (oII('ligles' to
actI. 0 Oitil')i(gt.
w
as" it wi ile Ifi expedtl)311 LIp3
i l3s %%('iIas direct. ex pendit inI-s, Im'lay 1111I OmtJlrriW, I111I to lutil.t(i lile IM'isirely piace of tuX
lt'Iwltu 1)m' 11110 jituing liyilu(llhlicilen.
\rIi. Fl1A.SEi('.Mr. ('ltairnlian, I lle House
, 111
u ,l't,(onlniitt'e's first
to 1 ix

l'elll' lllg

j:llsllgli %%Ill (-11ln y'el f'loull Olvlil' (1l-,lil

bitlgre't iemoIitiolo,

which is before us t 0liv, represents it siglli(icil t,

SI epp I le ( 'oiigr,.s. in u...selfiillg its igifllte
il'i e O t li te(

l

.lic•.el

of oiI1' (G(VweuIIiI t'III,. It, is aI re'.p).ilsii ily we IllV(e. slirlked t(o lo1g.
I,- cIstl, i'elxo -(Ig,>
l'o
tl<,
i pr pllr t1
inel
1
c'nl andl
l
tol orrizing
t.t, l itsitrefeegm.
VlIV'.In
<.i (u
ol llppl-)pl-njjrIlll
s. bilk.
111lt,1i
legi..ihl-
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tion with onily a limited picture of lhow1that, levgilation r late,1 to total
(,o\,,rnient. .wn(ling.. I III) optimist
. ic hat the buldgelfryIwovv,.p.,
(,4t11lislied Inst. yealr iii the Budget mnd llmpoInllimeit, Art will give
Comzress the invaluable overview and coordinated fiscal policy it,
needs.
IIETIREMEL'T CEILINGS D)AMP1EN' ol'rI3ISM

lh)wev(lr, my Olptilili-zll has, bI(u d(1llpel',d by the fiscal r•.l'rities
set. b the i.•ldgct, (Cotmilttee in l lousve (.•olcllrrlnt Resolution 2 I. [

111 Specifically referringi, to tile (olnilittev's recollmlelidafioll to placo
a 7-perceiit ceiling oi social s eCurity retirement and other retiremetnt.
cost-of-living 1)enefit, iticrea•,,s ani( a 5-percent ceiling on Federal
civilian 11a(d military par raises.
1 believe that one of the l)rincil)al reasols, wve established a congressional budgetary lprOcess was to inlsui'e. that. o01r country's Iuman and
to'iail 'Ce(1
live assignled the highest, priority. [ u•u diiatlppointedl that
tihis philosophy is not reflected in tIile committee's resolutiioni.
Over die last few years, Congress has found itself ill thie, 11i(1st. of
Iafliy battles wit hi tllis 1dhillitliitl'1lllion, anld thie 1reviolls aI(lmillistI'ration, Over Splitling p)rioriti es. Earlier this year, it was niecesar*" for
Cowgn'ess to block President, Ford's littnij)t to increase food stallfl)
(.
pri.e-; anld resvinId fiscal year 1975 futnds, for certain programs affercting
tOve young, anl talie elderly. Hli new buliget vofltinlC'Ns to Cmlphiaswizo
defense rather than social iioed,,e. And now we find that.our own W1idaet.
Commit tee I'veconieindls
nis. similar, though uotias severe, cuts in benefits
to aid se niior cities
UNACCEPTb.BLE C03MI'1OM151,

'T'lhe 13tnhtl.t ('mn milt ee j ut ifhvs it; revoimevl:',tim h
by asoertig
that the co'eilinIg---.which I vicw as arbitruarv limitaliouis--Wolll hotIl
re'tiiv- tihe ciierentIt,iulget, deficiti by $3.2 Ibillimn and servo a-; a fair
coil prmlliv'( between I'Pr',idlint. For;l'ts ropos(d ,5 perc(,it limitatiou
a uid lile anticipated , percent cost -of-livilig iuicrease, as estimated by
tie Iii re'ui of i labor S"talt.lirs.
I Iild this coifmpromise iulCa'veeptlblh.
'l'lh'e volniiiltee, other than arguing that this is a,slight. crlt ill tle
Federal budget, cannot justify why t lie cost-of-lying escalator shouhl(l
not take effect.
(,irenllr, uilore h•,al
.,0 I)erz'olt of all l)perios receviT'ng 14oial seiiriltlv enllefits illdivid ullV Jl:h ,elli'eOllincomes 6low the )ovcrtv lion. More
thalO
10 per(viit, of all fam~filies receivimg beiiefits fall ill this ,•e.tegory.
Iil (,,flet, tile Budget ( 'ommit tee re,,,lilion ask-; those p'ophle' 11d
million of othetl
reiiui, t with near-povc'rtv level iticomes to liakb
additional financial sacrifices."
Ili tie past, social secutrity re(ciJ)ients haVe ulwiusy been Ulw.1,ue if
anIld when their benefits Woul(l h)e inerease(l bv ('ollgress. The l)uI'~rpso
of t lie •cot-of-living esc'alator, originally appro',(*d by (o ngvuess'in i 1972
aid Jbiter revised iln 1973, was to help eliminate this uuwertaintv.
The committee recomnlienl.lations would reintro(lure tihat IISuIreIe'ss
into a ploc'dltre which took effect only las.,t year.
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'-O-LIVI.

INCRiEASE EXPECTED

I thliuk it. is ini)portant that we here rai'amrmi ou'r commitment, to this
,Ftl"y's s•cledlilh,( S percent, ilT'eta1e ill benllfits. ('oult ra'y to tilte
o)pinions (if .,(olll e'otlnoli,.s tlat thle Nation l'aces it txptl *ey'r revol I

k-tiaN', of rkig, ..tiil' .,cuirit y taxes, a i'(.(,(nt Hiarris pull foulndl thnt
pol)iv Inlirv'ed Ithat socriail .e.urity pay97 percet'i' of tli, Aivit',ri(aI l),
1thic tost-orl-iv iii'' j1(*J'IVIl5(IS
il ici is shot i d iiil tlide auitoma
I 'Ire,
t(he lou•, to a•indil tdle ]ttult.et (C'ommittee's ri.soililio(

. lr. N•b( 'IoHIi. Nitr. ( 'Itairmnia, witet (elltaigir,('IIW't•el the Ihi(g,,et
I1
llivilttnt. Act of' 1174, Inost Xle•)ibe(rs, I believe,
( 'ontrk an I[pol)i
had I wo bitisit' gmals ill imindl:Tlo try to tegaiti from Ilie (,xecClItive
branch gren tel cointroll 'or i l , ie•ical polic" or tlhis Nation, and to
('stabliliI over'aill prioritie" in sl)endiliig j)rPn'flils ill all t'flo't. to ltohl
do)wn .;pelli~lltr ftil( weedi olit %vasIp ll -it(l't'l1 pr'(grailltis.
'loIl t vWe
atre ('cnsid,erinig tile first of lie l)u(dget resolutions Calledl

for in dtie Budget Act, mnid I tim afraid tlht
:hlicne of failing our first test.

\t e stand tin excellent,

'i'ttt7Ily 5'IS'A.(,IEING BIl'I)uETI DEI,,(IT

The restlittilt l)befor'e I.s Calls for at budget deficit for tile corning
,
illion--a truly staggering figure. Not even ill
fiscal y"ear (if $73.2
lhe Miidst Of Worlhd Wallr II didiwe (ejicoutin r (l(ficitsof such(',iorltit'y.
'fins p)rol)osedl delicit is grenttter' t lin (,ithlet' tlie total r'eeipts ort.tilen
tot(il ,Xpendititires il tll' I-do.hral •,overnmetlit ill 11ny single year ill
i i "t
't'i 1lr
1)55. Ain thisi s 1) i ti1)Il)op e(l ill thie
01llt' listor lip tit t fil
rol.
1i111lit. of Iil•
l.,t co tu
NIlr. C'lilintttnal, . even if \vwv er(eto iticel)t tlie it preo'ede'ntet( size
..
.I tul)le, we liiive no0 sstti'atce
Of' this pr-ojected deficitt as living vi
1h1at it will not lilt itlately he etvll high.er. 'Illi. .-.Sultitioii, Mr. ('hairman,,,9 is j t:, t thle Iginilintig..---pist the first (of Sevet'ral tlat \ve vill Ibe
i(hi fot,r fiscal year' I97(6--id Ile (other'ls tiar inc'lled11poll t o0 col)'
i .ttigne
otC,. I)t
lI(.reioislV
t a,nAd ..
('ltletd
h
ible
)
r(tevisit,nis
butt'..ill)m•:,trd'
an v'wlwre
tlla~t Illos),. rm,\,i..ill,, will oflbe, this
Mri. ('Itirian, we not onrly ar not controlling tilie budget in this
e',oltitiolu todtiiy, we are(ol tiftlitiig to stantitin s.)en(littg ut everinc ,ili,.ct ,gl.evls.-a- t I- i\'ing little, ot,'ni) t lioughitt to tilie concise, iMie.S.
in .J'zT1in1tt'\ of thi.; veal', I'res:lt'illt For'd sliiltitted a budget that p)ro".*'eited a Ieficit oitil Icr $52 billion --,secodt hiigltest Wildget deficit
ill thli (.entire histor' of this Nation. It wits ('xe(Wled only in 1943,
awr-sat'lh'lldeficit hit the peak of $154..8 billion.
Illent tlll
Wt imlnleit'ltvIt(l hiwgiin to) lbust---ilot, contittol-biit, to buist that
blitlgmt with a tatx r.edictioli.uiitil relate.bill tliat wis too miuch ltl(I
l)Prhl)il)1y t(o latet to do the job it Wis inten(de(l to do. Bitt it illost,
(''t'tIinlY' \\'ill •add lbstilanthitlly to this record hlefio'it.
P'RiEsIDENTl'

RELt't:'i.AN'T' To S•n" 'TAX E!UC'1'TIN BILL

te tax
i)eslit e his niigivings, l'Presidelnt lFortl rel uttantly signed tl
redlit"ion llill--bit .,,e,'vl a i•tu ing 1hat ie woh(uldr'•w tile line ait
a tlt i'il of .i;t) billion, iI-.clf no110ierl li.iure.
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.M1r. Cl(hlnir111.a, we WIT,', all heartlonll Ie
C)'nolo lt,;a wveek tIh at mon .l.I1111)1r pri('., for d111' llt lth of ,MIii'r.Ih ,-llw, lId )III n ta eI t o I' o lf
yl
3.6. peren'lt---1 fatc'r\v froiml t he Ivwerim llu:ml 'tl •f 15•6 po'v'eli
wllill MT ei)(,eitlI',l ll,4t
SQJ Itrlnler. Thenl'lk•,.o1ll rI•,l--ýml I Iwl(ieve
tl:11 .nitholmi'h IlIe 'ecessi(- n Ioii-111 m v'et
Qt "I i om;'d m1" ,' Ow, '")iolliti \
is (1)1)11 og oil': tha t we 1111v be ilI fo`I1 it POi Td ()f vreatcI I ýI ah1)11Iv ill
('011n,, 1er
1 )rie(,1. Ililt w ,e 111v
n ot
III
o•
f 'if ' (ls vet, 11hl i I!ijlmk
Ave iii1-t bill
herthk ill minid wheit commsidl'i'i.ir the Sizeo oh tIlie FI~edeal
dleficit tIhll we' I1re willimigr II li.,.)t
loIm
'01' the
Iw.%l[veal'.
Inflation is not a
it 11,I idl.•l
e; 1110•
ik it sOii(tllini.,, thllI We'('z11i tullrn1
0Oi
oil
f quily, a, we 4hild cl'rt
liv'
learned over tll' pnst
(•leci•.he. Tel watiol w- ltake here tlmlvI'ill (,.l•'lSi.
a
slpim(line andlilg
dcliiil
lilnilt
ill,1,11il weI, al'-%I)
llo'l,I , piotpelI
~ l,) II'1kZ1;I'i•
ll ,0 tit
(leiliI
Iitiit w
~~if
m101't,vllp'Il
1l. I)irl'"hak int
he
inlluitionarv slpirlIl that ve t1)"" ppearto I(' ,o1ting"oult, of.
1'.\ NNOT . ,1,1 JlZI
To
'i'()
If,TI'E,•T

M r. ('hllman w111111
ae Ieidl
leWVS'Ve
III Seer
Ite-:ee to liv ; it, is a tlest
wNe c'alnlot 11lyorlI to I'ail-j lst, for r,',
biill' f)otr.
r' tihe )eople
wilt lith economy of this Ntitito. We sa1idl ill )lissiug tIle •,i.'det,
('onllnl and inttlnlliment. A.t last veatr i•altwe wo'r'e ,ldiA.s1i.eil
with at budget, otll of conllad. 'T'oday we have (it' opJ)lrtutitity to
ex('i'('ise some (ow11r1)1.

I (l.jletion that we Irle measllulring up1 to 01' rsIp)silfihiti•s ifi we
acquiesce ill a deficit of more I hanI th lePrlvi~ll' lit-hapI'0posed--base il
largelv on a temporalt*•l
llved to) stilmll te otllr
u.lsgilng e,'lnom .
E 1," 'li inlan O
l, e tIllsoile who will Il',i. •l, i• ,144, oiu'
0
to.li1• todl v
on thie gronlld fihat tll', exercise of our i,,t1I
hoiily (Ihlis year Itmid er I1he

Budget ('ontrol and I inpoiidnmient Act is aI dry rim'. I reject that

utergzient. 'T'hle 1lotlvN' ol l{epre.,tailttiv'e is beIing -t.-,tled
I1•l) y. W\\llt
We ,1, today will h)(e inltrp)reted Ia it lv',•r indication of Ithow i('sbpmlýihl(
thle (C'onrres, wil b ill the
lim(
Xerc'i of it htgi till itte an
ild (,01.;itlitti l0l
u11tullitlv as keeper of (Ile N ajolu.'s l)tllrs(' strinlg.. 'rhh tline to delliouistr'lide thiatt resI)olnsi)ility-illd n, ll.lllll'thalit11111
lrity..
nw-tO(luli'.

MIr. SCIIN
EE. I. N•1. C116r.
('h -11irma.thi-. is nu o'ellsiol o(f hist oric
sif lIificalce. We are fiaceI witl Iut dh'cision o)n the II htlegi'lh1five r'es-1lIt

o0

lie ( ongressional Bidgel, and Inipominidment ('Control Act of 1974.
Comllittel' on tilie Buid etl, which Ibrought uls to hi.; Illilst(olne,

''he

has faced [II extreelymIv dicfiudti task. I persotilly regret tlh:it (.i•.,l•n-

stances, in Ith' form ;of ,l'll'gelnc.y legishi Iion Ibefore the Co(m ittee
oWuiv 111n(1
anIM(,1n,1, iflv(, p)r'evented file firom playingt a nior' ar'tivo

role in' this committee's ol) 'atioll.
''he (Committee on tile I1tlIg(,t Ihs h)eI fol-rtitlet o, lhowev(,', ill its
lead1le'rship. Its first, two c'liiriimeti, tIh, gentlemen ir'omi Oregroll and1(
Wiashingytoll, ]Ihive, prove I to be very 'al )i•Ie, I11d hIavI (,x(rcke.l
good .uiuIgllg nt, ill thlie slect'ioll Of 11('opTI)lvt('Ilt saiff. D)espit ' til bl'ri'f
p('iiod of time which the commit tee and its stalf hIa•, to develop
1ouse Concurrenit Res•olution 218, thle profe,,sionmlism behind it is
appanrent.

I
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Whatever else may be said about, it, the resolution before us has
enst the l(!lg'etaryv (lie, elearlv and unequivocally. Evetn though we
rle going. through a trial run, this does mark the initial test of our
will to make h'gisllltiVe Ih(lget, ('oltrol really efleci ive.
And that, Mr. ('Chuirman, underlies the reason for my opposition
to tile res(holution. ] lilV(e grelit rvexpect for the work of (lie comnmiutte,
but, 1 caitllot slipport. its opv'litnr ef('o10.
1 think this is ai potentially dangerous resolution, M.r. Chairman,
fints of tile legislation which provided
it thlreatens tile basift,
beaillse
for it.
WIDELY HAILED VEHICLE,

T'hle Congressional Budget, and Impoundment Control Act was
his
liled widely as tlehvel'icle whiclh
could foree the (!'ogress,f'ot' the first, fitlle, to collie to grips with
liscil reality. But, if t'fis e(oti('Ii't'ilt, resolution is ittrite i11lichittot of
llngs to conie, those Iligh hopes many be dlaslhed on the rocks of exce-sive spending,
'l'le re:olution sets as a tari.et; foil fiscal 1976 a deficit, of S73.2.
billion. 'Tlhi. is more thiat thelPresident, feels i.; at responmdble limit,
it, is evenly more tia lltw other body lilts called for, andttis 1more of
It Ilow t111,11 o0r1 eCOllolyV sholild be expeeted to withstlild.
It should he kept, ill Ill'd th1t t(he niljority r'ei)ort, on the resolhitioll
ittarget.. .-Ind (oit
quite ,or'et'l$"refers to the ,47:1.2 billion lhticiv, at,
holee;
isaitarget which.may be, shot full (if
ownl history should te11 uS ii,
before th1e'end of tile vet'.,
hias warrned thilt, we could
ldgetl,
11
Tile Offiev of .alnatelnienit 1nul
be fibeing at delic'it. of $1,00 billion o01 ilio'e if v'il'iolts speoliing proposals
l)e (,veited. lt'f -additional
lrd1'e.ky pleildilt in the ('Coluress slohll(
proposed lilt([ approvedl, there is sitiply 1no telling how
I oW.rhlms tire
righ the red ink will rise.
tCd wit ,i high hopes. It Wit
(i'llIe

S'TACGGEIIING ]NTFRIEST PAYMENTS

Oti' )l)lic', debl)t snl)jec('t to stat I story limiittlion is now' hovering
nviill
11i'ottt1d $115 billion. Interest. plyeit('Uts oi lint, idt(l
,8,.. billion ihis year, and tlutbreaks down to
1:
an v ti1ate(l
T, tll
dy,Itew r ly three-iinfd-a-quuorter IltillOl
dt
imol're 1i11i $90 mnillioll
dollars atn hour, andI more thim 14,'1)40 per secondl(.
Not, o ily will it d(ticit, of the size cvotemplat(d itn this resolittionl
aidd to that shoclking rite of iitt(,rest, it %%-illI11.1%e it peivIive, (Itging,
imllplt. on the economy, lpar'ticuhla'lv in thle areas of loley 11idl ('r',dit.
hritiz, a id1n1tity XI)ei'trls
Our (e(conomic skies tire showing signs o (1'let
er'
inthe year. ]llt if we fail to xevri"'se
it('
atl)t
ire )redieicting till
1'eill r',4;ttiitt in i"edleril spendin.., thill. utlpturzu 1111y well be accoimi)alitde Il. another unwelcomle watve of inflation.
(ho%',em'nmIvnIet Sp(,ntdilig Its a
ge of
percent
gross nationit prodluct
SljWndilg--tlie
Iril)tiou
(
]ills hkeei 1-isi~lg ower tilnle''
pr-('tStIt
otler
1111•1
shelter,
clothiwtit,
i•o(o,
t'mout
pay
cV)('pol)le
IM
items'-- Its I~e(,n dh~eliuii tig. 'I'lie \V•II Stit(-Ct JoutnaI me portl'tl rv(wilttly
Governmient si)enlingl. as a percent ge of( Nj rose from 251
1111tt,
itraili of 57 pc'rcent..
to 3:1 perve'n(t this p:a'.t year, foilr
I9.50
percent ill
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GROSS NATIONAL PRODUCT DECREASED

Over the same period, con.1Sllpioll spending IN :I
GN P decreased from 67 percent. it) 62 percent, I itdrop
7 percent I li terms of dollars, (mv(,Irnment spendling
more lhant lialf the total expended
t')$461forbillion,
rose
lI iml.
till pe:ollcom.:III
col}, people

pl:,,r'lIage.., of
o'Ilorn,, t hatl
hllis l)nSt vear
by hteiAi•ter-

(lie tlax)a('ers
ht(1w long
notl trend
knowv.onllinll,.
I dothat
Chaitiran,
Mr.are
bey
lh'lde
We\111,
,,.oilig to IM,
of Frankly,
this. coimltr\,

It.
l'helol)h' \%Io Sti)oIirI Ili,.;
to keep oti kiddlling Iurs(.'Is, )1 tnotl
Government. ''llck, l)i('. begin here, til 111 , btlcks; 1111Ast stop ler(.
~iopose.~ too i itch speidhiug
pr
oictirrent Resolit ion 21
II01g
Ot'
gretit•,er
It proposes
alid,
to
some extent, tihe wrong kind ofillspeld•ing.
and ignlor'..
ouitilays ill s.icil Ilrell', silb. nialt11 eitls nliation'll (lhrl',n•,
the cry'ilng need for till('f('live, (-oIlpj-hnselWi'li v(lrgy J)Iicy.
AltIhoutih this- is a Irial ru-n..I\I'. (hlirn.an, it has lie vertIilesd put,
the ( ongres onitrial.
'The ('.ngresnion al]Budget ainid Im11)Omlinel,) control l Act held!!
ol 2.(01 1 t \" ell
l
bu,
] I1OttN
oul
' lorl'itt lw(
great t prolInii
provide, for an early demllis(e of Iliep 4',lealtll ((lg'I-(I .eioII(al i)ttIge(t
tl this is not, so, since we need for lprop~er liscil
process. i h lope.
maIilagemilent ani effective budget countro l pro'ei(elmle.
NxriON AND CONGRESS AT ECONOI3[C CROSSROADS

.Mlr. (I i.ssL:v. •lr. ( lhairinan, thhe Nation and this( Congres aI-e
At . till
ec'oi)nli(' (cr(ossroadtodlav tlintlll Vywell (let.ermline if the United
State('; will reniaill 1inalllcialiv solvent. I ha\,ve heen ait Iemlle of
of Iinlte I hav'ye
ie io1t1s, 1)11i in) t h1111t
11111iouit
Collgres.s only 4 Short
s
pll 14
witlnteise( thlie evalport Ilion of a $5-50 hillio (leifict, (.eiling, thn
billion, and now wu( afre tohi b1y Itlie newly rr~ea (',lHolle JildBdget.
committee thai,
tisc'al re(trailnt l)(gils ait it 1976 fiiwal year deficit in
billionn.
exce"! of $72
This country is fa.edl witi, comil)lex eeomiomic jil)roblem'; which reqiir'e
So )lution to these
urgent. c.otngr(essional at ion. WI iile (.oili~heritW
Iro)lem•, I urge
.lly'
('olleagule.s to Iever lose sinzllt of the fact lthat lhe
lni ted Smates toda'V lilts at p)ltli' delt greater t111111 that. (if the comibined nations of tlhe world. 'hlis is the peril with which we are faced
it, 0(1lav's ecCollOhlli(, (,ros-l(ola(Is.
'lihe .Miembers of this- legislati 'e )(Iv hlave all opportunity to
end ik ill sighi ; or
('Oltilue (dowln thep ith of (Micit sl)wtil(ling wVhereo ()0
-I(t
to G'overnlmllellt Sp.iildg
they n1t11 choose to restore fis(.al respo•i)i
by 'holding the lille oil aimy spending prograilt tlhat, would furl her enil ven'..
ltrlst thli vasL mnlajnol'itv of the .Mom'tti(anger Our econloii
1)0e' p'es('lt. hIere today will join 1110 ill clithigiiigg tile direct•,lltif
F'e(led'eal spending so thllat we 1ay1 .111 etijoY the 4.ePI rliaticn of 1Ilii
young 1p'lH•bli('s .Bi('entenlnial w:ith the 'IssuiraI'nIcle of It stronllg and

briglit

ecoollOlic future.
HIGilHER DEFICIT NEXT

YEAR

.Mr. Chairman, the rep)ort filed t.o anc'onipnnv the concilurent 'Cso111
.liS(1*;.io01 (i10lains
l1l1)le
litioln on the budget c(urrenll\h under
evidence that the $73.2 billion fiscal year 1976 debt limit is- nothing
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more than a seigght-of-lilhi(, soon to be serapel)d for haint sonie may
believe will bIe a, *10) billion deficit for the next fiscal year. Such a

(leficit wAolid aiiiollii, to more iliant the total Federal ol(llalys •)fas

wevr retire this debt by orderly
re'(centl its 14 yeai-r ao. I atAk, (,lilt

The following. lIin¶.. of what ha]s been haIp opening in various proIIIratI
' a111 acl'ivifiu, v,
esN' llliIII
1'. ,!l dolnesi c, aI.t ai.Atte...
e progallIlls,
yi v'e a gwood Iii~hcaliioll of \ hy we find oir.;elves in tlhe predlcament
WC are ill totliy"
SPI:Ni)IN(; I1.\S IHISEN IN AIF,
M.1!i:
Ill the
o m'ar
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Social security bias risen from $20.2 billion in liscal year 1966 to
$73.3 billion in fiscal year 1976, a 14-pelrcent, annual rate'of growth.
Over the saiif.e 16-yetr., period, heatltl care services,, pr-imarii..ly
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i 35-percent annual rate of growth.
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a 17-percent. annual rate of growth.
Militariv retirement over the same period has grown frotm $1.6
b)illioln to'$6.9 billion, at 16-)er''ent annual rate of growth.
Spending for veieranii lIvnvfitS and ,,erviC'e, grew from $5.9 billion
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billion in fiscal year 1976, a 10-percent.
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fr'om $0.301 illionIin fiscal year 19(16 to $7.28S billion inl fi-wal year
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fiscal year 19)66 to $4.06-8 billion in fiscal year 1976, at l(0-percentt
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and many of them are mandatory because they are written into lawcan there be any wonder why there is concern over the ability of Congress to control Federal spending effectively or why we need a now
budget control process.
During the meeting at the White House this morning the President
assured many Republican Congressmen that he will stand firm
against any further congressional deviation from fiscal responsibility.
I truly hope he will do so and that the overwhelming majority of the
Conglress will stand with him.
Mr. B iNGRA.M. Mr. Chairman, we have before us the first concurrent resolution on the budget, House Concurrent Resolution 218,
which sets target levels for Federal spending, income and the deficit
for fiscal year 1976. These targets arc not binding but are meant to
serve as gui(leline for the Congress as it considers legislation affecting
Federal sending for the coining fiscal year.
REGAIN CONTIIOL OF IURSE0 ShIXIGS

This is a new process, established by the Budget and Impl)oundhent
Control Act of 1974, and this resolution hia-, been described as a, trial
r1n. The iroc('ess is designed to allow the Congress to make (decisions
about. IFederal spen(ling in a coml)rehensive rather than l)iecemleal
way. thereby enabling the legislative branch to regain the power of
the iptirse Whiuch recent executive actions had threatend to destroy.
Tlhe resolution before us today sets targets for outlays of $368.2
billion and revenues of $295 billion, leaving adeficit of $73.2 billion.
FI'his is $8.6 billion more spending than the administration recoinmended, resulting in adeficit apparently $11 billion larger than Presi(lent Ford would like. I say "ap)parently" because I believe some of
the administration's revenue estimates are unrealistic.
Such a large deficit is to my mind justifiable in the midst of the
recession which is gripping thfis Nation, the worst in 30 years. The
unemployment rate is now 8.7 percent nationally- and in "N'ew York
City it is 11.5 percent and rising. The GNP, t(;tal national output,
fell by 10.3 percent in the last 7 months. Business investment,
housing starts, consumer demand, and real wages have all been declining at startling rates. These economic forces are in fact responsible
for nu'ch of the deficit. It is estimated that for every increase of 1
p)er.(cent in uneml)loYment in today's economy, there is a corresponding
$16 billion increase in the Federal deficit because of reduced tax
revenues anld increased unem ployiment compensation. If the economy
were stronger and ulnemployment lower, the Federal deficit would
automatically be smaller. Since the economy is weak and getting
weaker, the stimulation of increased Federal spending is vitally
necessary.
DRA31ATIC AND EFF7ECTIVE ACTION* CALLED FOR

In fact, I am inclined to believe that even more stimulus is indicated
by the condition of today's economy. The $73 billion deficit envisioned
by the Budget Committee is not expected to reduce unemployment
below 7.4 percent in fiscal year 1976, a far cry hrom the "full employment" level of 3 to 4 percent unemployed. The immense human
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tragedy of 8 million men and women unemployed surely calls for more
dranahtic and effective action by the Federal Government. Increased
expenditures for public employnment, public works and State and local
aoverniuents, are clearly required, and I will support legislation later ini
this ses,4on to begin such expenditure programs. If such programs
cause the deficit to increase, despite companion programs to increase
revenues by closing tax loo holes and to reduce military spending, the
second butlget resolution to be considered this fall can be adjusted
accordlingl\'.
There is' at least one charge in this budget resolution which must be
made now, and that is contained in the amendment to be offered by
the distinguished majority leader, Representative Tip O'Neill.
Reprementative O'Neill's amendment will remove the 7 percent, ceiling
on automatic cost-of-living adjustments in social security and other
.retirement and welfare, programs which the Budget Co'mnittee has
recolllnloended.
UNFAIR TO DENY IVEL"E,' TO ELI)XIIT,

Stuch an arlbitrnry cap on the cost-of-living adjustlnents would be
unconscionable. These a(ljustilents are the only means by which the
('ehlerly and handicapped can hope to be brought even with inflation
in the costs of food, shelter and clothing. These adLjustments already
lagbehind l)rice increases, forcing the elderly to bear the burden of
higher prices without relief for many niouths at a time. To (lefy them
even delayedI relief would be doubly unfair and an irresponsible lmethold
of re(Iucinig Federal expenditures. I urge my colleagues to support
Representative O'Neill's important amendIment.
There are other (lefeets in the budget resolution before us, but they
are understan(lable and tolerable given the fact that this is the maiden
effort of a new committee. Nevertheless I think they are worth mentioning, lest a vote in favor of the resolution-if it is suitably amendedbe interpreted as a blanket endorsement for all the assumptions and
recommendations underlying the five aggregate dollar figures involved.
First, it should be noted that the Committee has not tackled some of
the major questions confronting this Congress-how defense spending
can be sharply reduced, how we can establish and finance national
health insurance, how tax reform can be achieved.
HOLD DEFENSE SPENDING TO CURRENT LEVELS

All of these pressing issues have major budgetary implications.
Many responsible analysts have concluded, for example, that $10 to
$20 billion call be cut from the defense budget without reducing
national security. The Budget Committee recommended a cut of $4.3
billion in national defense expenditures from the President's request,
which would merely hold defense expenditures at current levels.
Deferring or canceling the B-I bomber alone could reduce the Federal
deficit by almost $800 million in fiscal year 1976. Many more such
reductions are not only possible but highly sensible as well, and adoption . of this resolution must not be interpreted as eliminating such
options.
Curiously, while the committee avoided these hard questions, it
did take some drastic action in the field of foreign assistance. The
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budget resolution recommends a re'duetion of about half, or some $1.6
billion,; in outlays for development assistance and foreign military aid
programs. This reduction was made despite the fact that no estimates
or recoommendations as to reasonable expenditures could be made by
the authorizing committees involved, a requirement of the new budget
)roe('ed(ire.. Tile committee merely endorsed a level of foreign assistaince outlays which would match present sl)en(liig, levels. Unfortunately, this. does not allow for the fact that important new expendituires, for minitariv and economic aid for Israel are lending and could
well increase totad outlays in the coining fiscal year.
REsO)LU:TION i)EEIWES Stui''oirr or.i hOUS.E
Despite these shortcoiniiigs, I want to commend the committee
alind it- iar'd-workinyg cha•irtium, ollr (listinguishled colleague from
WAitshington (N1r. Adams) for i, remarkably good set of recommendatiolis for the fie(al v,•ar 197%1 budget. They include some substantial
r'e(rderilig of nationzd l)rioritics in the hireiltion of economic stimulus,
r'c.MII'r(.•e J)1')gl'll Ills Il(i energy research l)rogransis and ellergy
rcseI'r.h 1an1d d(leveloimenlt. If it is t~l)l)'Olriftely aiended, tile first
]iiiiin

budget resolution for fiscal year 19"16 will deserve the support of the
House.
Mr. CONYE.MS.

'Mr.Chairman, todav the House of Representatives

has begun what will likely be a historic debate over tile first Hlouse
coiieurrent budget resolution. By adopting or rejecting this resolution,
which I know tile distinguished chairman and members of the comtimittee and their stafl have worked long and hard to produce, the
Members oh the,House will be establishing what our legislative priorities will be for tile coming fiscal year. It is important that every, Member
realize, regardless of the particlilar progl'anis that. he or she favors or is
opposed to, that by this resolution we will set the parameters within
which the House will be expected to operate for the coming fiscal year.
co'x'imss COULD SET NO iIGREI GOAL
Beyond •ny particular l)rogrIams o01 legislation that any of us may
personally favor, the overri(hding interests and needs of the people of
lhis country should be our guiding light and our primary concern.
Gi%'en the present state of tlhe economy, Congress could set no higher
goal for itself than to restore the economic health of our Nation; and
hle fastest, most pr'actic'al, and most humane way to restore that
ecolOnolic health is to provide the greater number of unemployed
people with jobs as is humanly possible.
But the rel)ort of the Budget Committee does not foresee our doing
this. I believe the committee has mistaken the concept of what a congressional bluget should be for; namely, that it should be used as an
instrument to allocate the goods and services to people which cannot
b)e provided by State and local governments or by l)rivate enterprise.
If it (hoes nothing else, a budget resolution should reflect a policy;
its aggregate totals shotild be the result of computing the costs of
necessary and desirable programs designed to meet human needs,
with. the considerations of available revenues and resources. But the
present Budget Committee resolution and its accompanying report
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appear to be simply a potpourri of figures collected from committee
chairmen, spokesmen for the banking industry, and the same econoinists who are routinely consulted by the legislative branch.
EMINENT ECONOMIST NOT CONSULTED
Ill fact, the comUmittee did not even consider a budget which could
have been part of a full employment economy. No one bothered to
consult t Dr. Leon Keyserling, one of the most'eminent economists in
the country, or any of his associates who have worked with him at the
Conference on Economic Progress, or any of tile other noted economists ,with other points of view; yet, these distinguished economists
and social planners would have been able to demonstrate for the iiemhers of the committee, and for the Congress, how a budget could have
been created which would have sharply curtailed unemployment
without a(lversel" affecting other programs and without increasing
the imlich-dreade~l deficit; in fact, a budget co((d1 have been (levise(I
which would a(,ttually have decreased tie deficit while still putting
millions of l)eol)le back to work.
REI)U(E' IAHARDSHIrP iN I)EPIIN3EI) A\IIAS

Although I comlnend fihe (ominittee for its hard work and for its
personal assistance to lie and m\y staff, and although I admire and

respect tile alb)le ehiran of the committee, still I feel I miust. vote
against the resolution. 'l'he peol)le of Detroit. and of other hard-pres.sed
areas need to know that their Representatives in Congress will not
abandon t hem to a m\'thienlv insurmountable rate of unemployment
such as that conlteillplat(d in tOle Budget Coniinittee report. 'They need a
budgetary policy from the two Rouses of Co(ngress which will genuinely
meet their needls and reduce their har(Lships in this economically
depr-essed time.
1 plan to continue to work with all my strength to enact prograins
which will put people back to work, for'these are the same programs
that will restore economic health and confidence in the Congress.
But for now I must decline to pass favorably on this resolution; I
cannot in good conscience consign 7.4 percent of the labor force to
unemployment through the next, fiscal year. I hope that miy colleagues
will consi(ler the grave implications of such a move and wvilI move forwarid on some alternative that will give the unemployed and desperate
people in this country some measure of hope. They have nowhere
to turn but to the Congress.
May 1 call to the attention of mny colleagues this fine elaboration of
the
point I have just, made. It is a letter from the Full Employment
Action Council which correctly states how a congressional budget
and. a monetary policy should impact on unemployment. It is extremely
Important, and I only hope that all Members of the House will have
the benefit of reading it before they come to vote on the resolution:
FULL EMPLOYMENT ACTION CouNcil,
Wa8hiugton, D.C., April 28, 1975.

DM.-mi CONGRESSMAN: We are deeply disturbed by the April 14, 1975 Report
of the Committee on the Budget of the House of Representatives, to accompany

House Concurrent Resolution 218, relating to the Federal Budget for the fiscal
year 1976.
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This Report embodies, in our considered judgment, a fundamental wrong
approach to the entire problem of the Federal Budget, and one that we think
would be disastrous to the economy and to the well-being of the people if put in
effect without substantial alteration.
It seems clear that the primary concern of national economic and social policy
should be to restore full employment and full production as soon as feasible, with
due attention to the great priorities of our neglected domestic public needs. The
factors which really should condition how fast and how far we should move in
these directions are our unused economic capabilities and the increases in them
in the near future, our organizing skills, and our moral commitment. Our current
unused capabilities are stupendous-8 million full-time officially recorded uneineployed and 10.7 million under a full count, and an economy operating more than
200 billion dollars below reasonably full production. The true purpose of tile
Federal Budget is to facilitate in every practical way the attainment of economic
and social restoration as soon as feasible. There are no natural limitations upon
the Federal Budget or tile Federal deficit in the sense that there are natural
limitations upon available labor supply, skills, plant and other real resources.
In vivid contrast, the Report issued by the IHouse Budget Committee moves
in the ulpsidedown fashion of starting with a fixed conceptual view of what the
Federal budget and deficits should be, and then proceeds to announce or forecast
how much unemployment and in consequence other idle resources we should
continue to tolerate in consequence of it Budget thus improperly determined. The
alarming nature of this procedure is that the Report itself forecasts that we should
continue to tolerate 7.4 percent unemployment as officially measured (and perhaps 8.5-10.5 percent unemploymlent when fully measured) as late as the end of
fiscal 1975. Thi. approach implies intolerably high unemployment of labor force
and other productive resources l)erhaps until 1980.
'he second defect in the Report issued by the House Committee on the Budget
is that it stops those imperative increases in Federal spending which are essential
to adequate economic recovery and our essential public needs. They include,
amnong other,, energy development, mass transportation, housing, health and
educational facilities and services, improved social insurance and unelnployment
insurance, and a start toward meaningful income support for those in need who
are not employed. The Report, therefore, imparts a further moratorium upon
some of the most vital of our unmet economic and social needs, at, the very tine
when the huge size of our unused resources affords us a unique opportunity to take
care of these tineds by transforming idleness into useful output.
The minimum competent estimates.; are that we need an annual rate of Federal
spending or investment about 30-40 billion dollars above the President's fiscal
1976 Budget to move surely and rationally toward the econontic and social
ilmprovements clearly within our short-range reach. The fiscal 1976 Federal
outlays l)rolosed in the Report are only $308.2 billion or less than $19 billion above
the President's fiscal 1976 Budget.
We are not concerned because the course we recommend wotuld teml)orarily
increase the size of the Federal deficit. The condition of the Federal Budget
is less i"portatnt than the condition of the national economy and the well-being
of the people. Moreover, the increased pace of economic restoration which an
lpl)prolpritate Federal Budget would promote would, through its Impacton tax
revenues, reduce the additional deficit caused by these, proposed increases in the
Federal budget to about 10 billion dollars tit most itt the short-run. In the longer
run, a sound Budget, policy related directly to the needs of the economy would
bring the Budget into balance or even into sulrplts upon restorationt of reasonably
full resource use. Most of the large deficit in the current and prospective Budget
is due to the poor performance of the economy, and perpetration of this poor
performance by an improperly devised Federal'Budget, would assuredly prevent
anything approximatingit balanced Budget for as far ahead as we call see.
Nor can we accept the unconscionable view that the evils imposed by unemployment upon scores of tnillions of people whose breadwinners are unemlployed tire
acceptable in the name of restraining inflation. There are more decent ways of
restraining inflation. Indeed, till experience, and especially that during the most
recent years, demonstrates that a healthy economy is far less subject to inflation
thami a sick economy.
We, therefore, respectfully urge that you support all amendments which would
expand the Federal role in the areas essential to economic recovery and reduced
unemployment. We further urge that the Budget Commnittee reconsider its method
of comnputing the budget so a.s to present in the future a budget aimed at full
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HOUSE, THURSDAY, MAY 1, 1975
(From the Congressional Record)

pp. 113552-113591
FIRtST CONCURRENT RESOLUTION OX THE BUDGET-FIsCAL

r'EAR 1976

Mr. ADiAMs. Mr. Speaker, I move that the Ihou"e resolve it.eir
into the (.oiniitultee of the Whole Ilouse oi the State of lie
Union for the fin'ther conli(leration of the concurrent resolution ill.
(Con. Re.. 218) setting forth, on an aggregate basis only, the c,, gressionafl budget for tl~e United States Government for the iks:nl
year
VlThe1976.
SPEAKER. The question is on the
motion offered by the gentleman from Washington (Mr. Adams).
T'ihe Ifaotion was agreed to.
IN THE COMMITTEE OF THlE WHOLE

Aceordiugly th-e llouse resolved itself into the C'ommittee of the
Whole I1oti.e oi1 the St late of the Union for the further considleraion
of the concurrent resolution, flouse Concurrent Resolution 218,
with Mr. Boiling in the chair.
The Clerk read flie title of the bill.
The CHAIRMAN. When the Committee rose on yesterday, the ( 'lerk
had couipleted the reading of the concurrent resolution.
ANIENDJMENT

IN

THE

NATURE

01" A SUIISTITU'TE

O(FFEED

By

MIIt. 0) NELI,

Mr. O'NEIUL. Mr. ('hairinun, I offer an amendment inl the nlatulre

of a substitute.
hie ('lerk read as follows:

Amund.ill thle mitftile of it suIbstit uite ordered by Mr. O'Neill:

Strike wit till aftvr the rosolviiig clause tuld insert in lieu thereof the following:
"'That tINe C(ogr'ss hiereby dleterinlius iutid d.0,ehress
-)il'SI11lI I.to section 301 1:1)
of the (euugr.s..iiii ol Budg,.t Act, of 19)74, that for the Ii.'ial yenr begILtiillit oll
July 1, 1975 "(1) Ihe rvc,,mnunded lvvel of Federal rewnu.es is $2115,181,000,000 anif
the( alnlollitl bys- which Ihe
liggre'gate level of Federal revetiueslt should ie
dvervta-ed is 4,4400,00( 0,0;
''2) t hlalprpriate level of total new budget autl'trrty is $395,93noI0
"(3) 1e(.
'upproprilit.e
level of total budget outlays is .,3f68,213,004,,
"(64)t0f :1Jlouilt of the deficit in Ihle budget whit'i i. apl)r,)prhite in 00;
the.
light of 1'-couoilnic conditions and till other relevant factors is $73,032,00010,00;
"(5) tif ul)l)ropri'vte levvl of the public debt is S622,00O,01fM),000, arid ilp.
1)4)11,1
6%. wbif -h f lit- I (.1porary statutory linait oun such debt ,shioulld accordihgly bi ir'le.:i.-sd is -;1W,900,o0?,0oo.''
(831)
it
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(Mr. O'NEILL asked and was given permission to revise and extend
his remarks.)
Mr. O'NEILL. Mr. Chairman, all of us owe our gratitude and admiration to Brock Adams. As the new chairman of a new committee,
engaged in a new process, Brock has led wisely, breathing life into
the 'Budget Controland Impoundment Act in a way that will allow
Congress to stand as a full and equal partner in the formulation of the
Federal budget.
Only on one significant issue (1o I find myself in disagreement with
the Budget Committee's resolution. The President wanted to impose
a 5-percent cap on all programs tied to the cost of living. The Budget
Committee placed a 7-percent cap on retirement benefit increases and
accepted the President's proposed cap on Federal pay. It disapproved
the other caps proposed by the President.

WOULD REMOVE ALL CAPS
My amendment would remove all caps on retirement and Federal
pay in(reases. Should it be adopted, this body would be expressing
its approval for a budget that allows retirement benefits, including
social security, and Federal pay to rise in line with increases in the
co.,t of living. This is how the law now reads. Should this body disapprove my amendment, it would be mandating a change in l)resent
law that would say, we do not think social security recipients or
Federal employees are entitled to increases in benefits or pay that
would allow them to maintain a set standard of living in the face of
inflation. We would be mandating a change in the law under which
social security recipients and Federal employees have come to expect
and plan as if their standard of living will not be eroded by inflation.
Obviously, what prompted the Budget Committee to vote these
caps was the increasing concern about growing Federal expenditures
and deficits that cannot easily be brought under control. Given the
current economic situation, t iese fears are not totally well founded.
We now need to run a deficit that will set us on the road to recovery.
And when the economy is operating closer to its capacity, the Federal
Government will be taking in much more tax revenue. T he deficit will
be small.
In any case, my amendment does not direct itself to whether we
need a deficit larger or smaller than that proposed by the Budget
Committee. NMv amendment has a basically neutral macro-economic
affect. It would require $2.763 billion in additional outlays, that is
expenditures this year, to pay the cost of lifting all the caps. But my
amendment recoups slightly more than this amount by updating
outlay estimates to reflect developments since the Budget'Committee
plowing back the tax revenue that would
reported its resolution, and
caps.
the by
be generated by lifting
WHAT PRIORITY RIETIRIEMENT PROGRAMS

Mr. Chairmnan, the issue raised by my amendment is what priority
do we give retirement program's and Feileral pay. I think they should
be assigned a high priority. I think most of my colleagues agree with
me. I urge them to join' with me in support for this amendment.

B rcopYAVAILAL i
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I include the following:
Outlays equal actual expenditures in this fiscal year.
Cost of removing the caps: $2.673 billion in outlays (money actually to be
spent In the fiscal year).
Ways in which the $2.6 billion is recouped:
$250 million-Overlap between the housing tax credit and a section of
the Housing Bill, both designed to reduce the overhang of unsold new housing.
$500 milion-Included for the Hortie-Heating Efficiency Act which Banking
says it will not pass.
$600 million-Highway spending to reflect the reality that -with the
President's release of funds previously withheld it is simply unrealistic to
expect more than $6.3 billion in outlays.
$500 million--Given the real possibility of a veto, and the normal lapses,
$500 million less than the Committee predicted will actually be spent on
Accelerated Public Works this year.
$800 million-Southeast Asia Military Assistance. Assuming we approve
only $165 million in humanitarian aid.
$100 million-In revenue to be generated by Elk Hills.
$181 million-Tax revenue from the lifting of the caps.
Expenditures in this fiscal year (equal outlays) increase $2.673 billion.
Expenditures decrease and revenue Increases for total $2.931 billion.
Deficit decreases by the difference of $168 million.
AMENDMENT OFFERED BY MR. LATTA AS A SUBSTITUTE FOR THE AMENDIMENT IN THE NATURE OF A SUBSTITUTE OFFERED BY MR. O'NEILL

Mr. LATTA. Mr. Chairman, I offer an amendment as a substitute
for the amendment in the nature of a substitute.
The Clerk read as follows:
Amendment offered by Mr. Latta as a substitute for the amendment in the
nature of a substitute offered by Mr. O'Neill: Strike out all after the resolving
clause in House Concurrent Resolution 218 and insert in lieu thereof the following:
"That the Congress hereby determines and declares pursuant to section 301 (a)
of the Congressional Budget Act of 1974, that for the fiscal year beginning on
July 1, 1975"(1) the recommended level of Federal revenues is $296,400 000,000;
"(2) the appropriate level of total new budget authority is $311,900,000,000;
"(3) the appropriate level of total buc,.4et outlays is $350,500,000,000;
"(4) the amount of the deficit in th( budget which is appropriate in the
light of economic conditions and all other relevant factors is $54,100,000,000;
and
"(5) the appropriate level of the public debt is $603,400,000,000, and the
amount by which the temporary statutory limit on such debt should accordingly be increased is $72,400,000,000."

(Mr. LATTA asked and was given permission to revise and extend
his remarks.)
Mr. LATTA. Mr. Chairman, let me say that my amendment differs

considerably from the one just offered by the majority leader. The
amendment of the gentleman from Massachusetts would increase
outlays by $2,763 million in the area of Federal salaries and retirement.
My amendment would reduce outlays. As a matter of fact, it would
reduce the proposed deficit to $54.1 billion.
I think this is a significant amendment. How do we get it? I think
this differs considerably from what the gentleman from Massachusetts
has proposed.
CHANGES IN BUDGET AGGREGATE FIGURES

My amendment would make various changes in the budget aggregate figures contained in House Concurrent Resolution 218. Perhaps

of most significance, it would reduce the proposed deficit from $73.2
billion to $54.1 billion.
Mr. ASHLiY. Mr. Chairman, will the gentleman yield?
Mr. LATrA. I yield to the gentleman from Ohio.
Mr. ASHLEY. Did I understand the gentleman to say it was his
:impression that the substitute amendment of the gentleman from
.MXIassachusetts (Mr. O'Neill) increased outlays by $2 million?
Mr. LAT'rA. That is from the gentleman's own statement.
11r. AsaLEY. I think the statement of tho gentleman from Massachus'etts *as that after recapture from other functional categories
that the outlays would be $368,213 milton, actually less than the
$368,200 million as proposed in the resolution.
Mr. LATTA. Let me say in answer to the gentleman, the gentleman
has apparently some different figures than I have. The figures circulated, I have an item that says, "Summary of O'Neill amendment to
House Concurrent Resolution 218" and it proposes the various
items and then it says that the amendment would remove the entire
cap on Federal pay, retirement, and welfare benefits-which appears
to be in error-increasing the outlay by $2,763 million.
MISTAKE IW DOCUMENT

Mr. ASHLEY. I think there is a mistake in that document. We will
addlrei's ourselves to that in duo course.
Mr. LATTA. I might say, since the gentleman has brought it up, if the
item I have read in the summary is incorrect, the Budget Committee
did not have a 7-percent cap on welfare benefits, as the gentleman from
Massachtsetts has indicated.
In my amendment we would eliminate excessive badly planned and
potentially wasteful public works spending that could aggravate inflation and recession rather than help overcome those problems. It
proposes that Federal employees, including Defense Department
personnel, lead the way in returning fiscal responsibility to the Government and a lowering of the rate of inflation in America by foregoing
any increases in salaiies in the fiscal year 1976. This to me is absolutely
Roperr, since these employees do benefit from having recession-proof
job security generally not possessed by other individuals. They do not
have to be concerned about their jobs tomorrow or next week or tile
week following or whether their paychecks are going to be there or
whether their employer is making any money or losing any money.
They have real job security and their retirement benefits are the best
in the Nation. My amendment would cut back on unbudgeted items,
reduce wasteful spending programs and stretch out programs that can.
be done without harm. It would allow the tax reduction act to expire
at the end of this calendar year 1975.
The amendment attempts to bring about the type of decisionmaking
that we must encourage in this Congress, and accomplish, if the new
budget procedure is to be effective. So, under my amendment, tho
following target figures would be included:
NEW TARGET FIGURES

Revenues, $296.4 billion; budget authority, $371.9 billion; outlays,
$350.5 billion; deficit, $54.1 billion-and I do not even like that figure;
public debt would be $603.4 billion.
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The time of the gentleman from Ohio has expired.
[By unanimous consent, Mr. Latta was allowed to proceed for 5
additional minutes.]
Mr. LATTA. Following are the various areas where reductions and
cuts would be made and are reflected in the new target figures:
The CHAIRMAN.

COMMUNITY AND REGIONAL DEVELOPMENT

Budget authority would be reduced by $5.6 billion, and outlays by
$3.5 billion. Most of this would be in a proposed new emergency public works program that is not budgeted, and it would also affect several
proposed increases over the budget for community grants, community
action and lanning programs. Public works programs are expensive
and ill suites as programs to stimulate the economy in fiscal year 1976.
These unbudgeted funds should be removed from this resolution.
EDUCATION, MANPOWER, AND SOCIAL SERVICES

Here reductions would be made amounting to $4.9 billion budget
authority and $3.5 billion in outlays. This represents proposed funding
over the budget, with adjustments for rejection of proposed rescissmions,
for certain additional educational programs and large amounts not
contemplated in the budget for public service and public works jobs
and training programs. Here, too, the proposed spending for stimulative purposes is clearly excessive and is not appropriate as the means
to combat recession in fiscal year 1976.
HEALTH

In the area of health-and everybody is for good health-reductions
could be made here which amount to $2 billion in budget authority,
$0.92 billion in outlays. This reflects acceptance of the President's
proposal to reduce expenditures by requiring States to pay a larger proportion of the share of medicaid costs, which would result in a reduction in outlays, and various other reductions that represent unbudgeted
items.
NATURAL RESOURCES

Reductions in this area would be to remove from the resolution $1.8
billion in budget authority and $1.5 billion in outlays that are associated with a variety of unbudgeted items pertaining to public works,
parks, land use planning, conservation, and research. I emphasize inudgete items. Attractive as some of these may seem, this is not the
time to add increased spending in these areas when we are facing
massive deficits.
GENERAL SCIENCE, SPACE, AND TECHNOLOGY

Outlays in this category would be reduced by $200 million, which
would be intended to stretch out space activities. This would reduce
the outlay total somewhat below the budget, but that appears appropriate at this time because of the mounting spending deficit. I might
say that this is an area that bewilders me. Even the budget is too
high, and neither the House nor the Senate made any attempt to
reduce it. Certainly, we can take $200 million out of this program
without even blinking an eye.
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coMMERCE AND TRANSPORTATION
Reductions would be $4 billion in budget authority and $4 billion
ia outlays. A significant portion of the cuts would be to remove funds
for unbudgeted Federal aid highway programs, which it appears cannot be effectively utilized; unbudgeted housing proposals and D.C.
Metro System. Also included would be an unbudgeted $720 million
payment to the Postal Service. And it is about time they got on a
paying basis. That is the reason they came up with the Postal Service
in the first place.
Such costs should be assumed by those who use the Postal Service
and for whom the payment would be made, second- and third-class
users.
VETERANS AFFAIRS

In the area of veterans, budget authority and outlays would each
be reduced by $400 million. This would keep compensation and pensions in line With the 7-percent cap on retirement and take out new
program initiatives that are over the budget.
INCOME SECURITY

Budget authority would be reduced by $0.7 billion and outlays by
$1.3 billion. This would reflect elimination of the monthly retirement
test which favors high-income retirees, adoption of a standard deduction for work expenses in the food stain pro ram to increase efficiency,
improve the social security minimum benefit law which was intended
originally as an administrative convenience but has been turned into a
welfare device, and improve the management of the program of aid to
families with dependent children.
The CHAIRMAN. The time of the gentleman from Ohio has expired.
[By unanimous consent, Mr. Latta was allowed to proceed for 3
additional minutes.]
NATIONAL DEFENSE

Mr. LATTA. In the area of defense, there would be some net additions badly needed in both budget authority and outlays over the
amount embraced by the resolution. These represent a cutting back
on reductions proposed in the resolution for several purposes, including reductions associated With funds available for transfer from prior
years and nonreplacement of equipment that is sold, reductions in
the defense stock funds cash balances, reductions in war reserves and
inventory replenishment funds, and reduction adjustments made for
1
inflation and for program growth.
SETTING PROPER COURSE TO FOLLOW

These increases, which would amount to $5 billion in budget authority and $3 billion in outlays, would be offset by reductions of $1.2
billion in budget authority and $1.2 billion in outlays which represent
holding DOD civilian pay and military pay at its present level. In these
days of financial stress and huge Federal deficits, it seems appropriate
to hold the line on Federal salaries. There are instances in the private
sector-and, I might say, in our area of northwestern Ohio-I under-
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stand, where labor and management have voluntarily agreed to maintain wages at present levels. I think they are setting a proper course
for America to follow, or year after year we are going to have increase
after increase and there will be no end to inflation. I believe this example should be followed by the Federal Government.
The net addition in budget authority would therefore be $3.8 billion
and $0.1 billion in outlays.
-

Before I leave defense, just let me say that I have here a rather

colored page from the Washington Star-News of Wednesday, May
15, 1974. Yesterday I alluded to the differences between the Soviet
defense posture and the United States defense posture as of today.
The article I have in my hand is an article written by former Admiral
Zumwalt as he left his command. I just want to read a couple of paragraphs. They scared me. They called it to my attention, and I think
the Members ought to know about it:
Admiral Elmo R. Zumwalt, Jr., Chief of Naval Operations, says he is convinced
that the United States has lost to the Soviet Union its ability to control the world's
sea lanes.
The Admiral offered that assessment In an interview as he prepared to step
down as the naval chief.
The Soviet Union's "capability to deny us the sea lanes, which is their job, is
greater than our capability to keep the sea lanes open which is our Job," he said.
Nor does Zumwalt believe the naval imbalance is ikely to be reversed over the
next five years.

The CHAIRMIAN. The time of the gentleman has again expired.
(By unanimous consent, Mr. Latta was allowed to proceed for 2
additional minutes.)

Mr. Chairman, I read further:

For Zumwalt, his concession that the Soviet Union has achieved potential
control over the sea lanes In a crisis is somewhat a self-fulfilling prophecy and one
that may be designed to influence both the Navy and the Congress when he retires.

Let me just mention what he mentions here, because of a limitation

in time on the budgetary restrictions. I read further:

At a cost of billions of dollars, he also set about rebuilding an aging fleet around
classical concepts of sea power and novel concepts of ships that are still not completely accepted by a postwar generation of admirals who equate supercarriers
with naval supremacy.

Now, get this:

•

Forced to make a budgetary choice between maintaining the fleet and modernizing it, he cut the fleet by 47 percent, from 976 ships to 508, a numerical low.
Even if that led to temporary naval inferiority, he maintains that it was "a very
great risk" he had to take to modernize the fleet.

Let me say that those items describe money. I think that they ought
to start this Congress to thinking that when we are searching for areas
from which to take funds, we should look some place else in addition
to the Defense Establishment of this country because we do not
know when we may have to call on them again.
ALLOWANCES

In conclusion, Mr. Chairman, let me say this on allowances: In this
category budget authority would be reduced by $575 million and outlays by $550 million to reflect savings that would result by retaining
salaries for all other civilian employees also at the present :evels.
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Mr. LEOzOEr. Mr. Chairman, will the gentleman yield?
Mr. LATTA. I yield to the gentleman from California.
Mr. LEGGETr. I would just like to observe, with respect to the
commentary of the gentleman, that everybody talks about the
dwindling American fleet from 900-plus ships we had some years ago
to below 500. If one asks Admiral Moorer, Admiral Zumwalt, or
Admiral Holloway, he will find that there is no program whatsoever
in the U.S. Navy today to build up over 500 ships; over the next 5
years. Of course, the corollary of that is that while they say that the
Soviet Union has the power'to interdict the U.S. power to control
the seas, there is no statement whatsoever that the Soviets have the
power to control the seas. A Soviet interdiction power in no way
compares to an American capability to control the sea lanes.
Mr. ALBERT. Mr. Chairman, I move to strike the requisite number
of words.
(Mr. ALBERT asked and was given permission to revise and extend
his remarks.)
PASSING CONCURRENT RESOLUTION MOST IMPORTANT

Mr. ALBERT. Mr. Chairman, I do not take this time to comment
on the amendments either pending or prospective, but upon what I
think is one of the most necessary actions that this House can take
during this session, and that is to pass a concurrent budget resolution
and to do it in time.
I do not believe that any act, with the possible exception of the
War Powers Act, does more to strengthen the American people'.%
confidence in the Congress as an equal partner in the Government
of the PT.Y
":* States, with the Executive, than the passage of the first
Budget, Control Act to come before the Congress in a long time,
certainly the first important one.
This is a historic moment. Amendments may come and amendments
may go, and we will not achieve full consensus in these areas, but we
should all strongly support the proposition that we must have a
congressional budget. We should not let the President and his Office
of Budget and Management carry out this function without the
participation of the elected representatives of the people.
,Air. Chairman, I must congratulate the distinguished gentleman
.fraw Washington (Mr. Adams), in whose ability and dedication I have
great confidence. I believe that his performance and that of his committee, in bringing this resolution to us today, after months of hard,
complex work, marks his leadership in this Rouse as second to none
in the legislative field. I know the House appreciates the efforts of
the chairman and his committee.
TRIAL RUN

I would like to say again that this first budget resolution for fiscal
1976 is a historic moment and a great opportunity for the House.
This year's resolution waste meant to be a trial-run. In this first use of
the budgetary procedures, the committee did not yet have the full
resources of a Congressional Budget Office rand its preparatory work.

Instead, they had to begin with the President's budget and modify
it in response to the apparent intentions of the legislative committee
and the House.
The Budget Control Act we are now implementing has been far more
comprehensively and carefully fashioned than the limited experiment
which was triedand failed in the 1940's. Its procedures represent the
product of lengthy and serious deliberations over the past 2 years.
As we move to utilize these procedures fully, and gain more experiencewith them, we may find that modifications are necessary and desirable.
But until we have passed this resolution and fully tested our ability
to use these procedures as a means toward responsibly exercising our
power of the purse, we will not know whether such modifications tire
needed. It is, therefore, imperative that this resolution, however
modified, be approved by the House.
SPECIAL NEED TO ACT RESPONSIBLY

In the dire economic situation this Nation now suffers, there is a
special need to act in a responsible fashion. The state of the economy
is by far the most urgent problem facing the Nation and the Congrestoday, and I believe that the majority of the people in this country
are looking to us in the Congress to find a way out of recession and
back into a stable pattern of economic growth. This is our opportunity to assess needs and find the resources necessary to meet them.
It is an opportunity at the same time to set priorities and trade off
our lesser wants for our greater needs.
But, Mr. Chairman, it seems to me that in order to put the stamp
of approval of the 94th Congress on this act, it is necessary that we
send a resolution to the Senate today, or as soon as we reach a final
vote on this particular resolution, or some modification of it, whatever
the consensus of the House may be.
I am not attempting to make a brief for any particular provision or
position. Nevertheless I must assert, as the elected leader of the
House, on behalf of this House and the future of the Nation, that
it is essential that we pass a budget resolution, and that we finish
our procedures within the time contemplated in the act itself. For
only by supporting a budget resolution can we continue development
of the vitally important overall budgetary process in this Congress.
Only by supporting a budget resolution can we reestablish and, in
fact, put on the tracks again the principle that the Congress will be a
responsible partner, exercising its own judgment, as elected representatives of the people, in carrying forward the economic affairs of
the Nation.
rowiu or'TH•
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In a year in which our country is in dire economic circumstances,
we must follow the path directed by' our Cohstitution and exercise
our powers in the most judicious and effective_ manner. Our national
budget, and the budget resolution we are consideiing today are expressions of our mandate to carry out our constitutionally granted power
of the purse.
Mr. ADA.%MS. Mr. Chairman, will the getileman yield?
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Mr. ALBERT. I yield to the distinguished chairman of the committee.
Mr. ADAMS. Mr. Chairman, I want to express my deep appreciation
to our Speaker for the comments the gentleman has made on this
concurrent resolution and for his comments about the committee.
I also wish to state very strongly that it is my feeling, as our
Speaker has so appropriately stated, that this is a very historic
moment for this Mouse, as an institution, to reestablish its power
over the purse strings.
I agree completely with what the Speaker has said, and I too hope
that we will pass the resolution at this time that is before us.
Mr. LATTA. Mr. Chairman, will the gentleman yield?
Mr. ALBERT. I yield to the gentleman from Ohio.
Mr. LATTA. Mr. Chairman, I thank our distinguished Speaker for
yielding to me. I would like to say that I agree completely with the
statement he has made that we have to pass a resolution if we are
ever going to get the House in order.
I might also say that the other body, the Senate, has just passed
their resolution by a vote 69 to 22. I do not like to see the other
body beat us on this, but they have, and they have set the way. So
I think it is up to the House to do its duty.
Mr. MAHON. Mr. Chairman, I move to strike the requisite number
of words.
(Mr. Mahon asked and was given permission to revise and extend
his remarks.)
Mr. MAHON. Mr. Chairman, I was heartened by the words of our
Speaker. I concur in his commendatory remarks about the gentleman
from Washington (Mr. Adams), the chairman of the Committee on
the Budget. f applaud the Committee on the Budget for the efforts
which Members have taken, under severe handicaps, shortage of time,
and other factors, to bring out this budget resolution.
NOT A PERFECT DOCUMENT

I realize that it is controversial; that it is not a perfect document;
but it represents a monumental step forward in my judgment.
Why does it represent a monumental step forward? Because it
places a vehicle at our command by which we can consider in total,
the revenue picture, and the expenditure picture of the Government,
something that has not been done heretofore, by the whole Congress.
I must say also that I have been encouraged that many of those who
have not taken a major part in the discussion of fiscal matters on
some occasions in the past are expressing themselves very firmly and
unequivocally u on this issue of doing something to prevent the
fiscal collapse of this country. And we are threatened with fiscal
collapse-there is no doubt about that-unless we can rectify the
situation.
This budget resolution is one part of the new budget control legislation. In addition the legislation provides for more timely authorizations, which the country needs-the communities, the cities, the
schools. That is a major step forward. It closes the door on backdoor
spending. That is certainly a major step forward, and I applaud it.
I would say to my colleagues that I have prepared some remarks in
considerable detail in regard to the problem before us, and I shall
place those remarks in the Record, when I receive permission to do so.
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NEED WILL TO MAKE IT WORK
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I do not wish to take the time of the House further at the moment,
but I must emphasize that it is urgent that we act affirmatively
today or in the near future and give ourselves a chance to make this
thing work. It will not work without the will to make it work, and we
cannot accomplish the will, of course, by a mere legislative enactment.
(Mr. MAHON asked and was given permission to revise and extend

his remarks.)

Mr. MAHON. I have a more formal and detailed statement which I
would like to include in the Record at this point under permission
granted to revise and extend my remarks.
Mr. Chairman, the resolution before us represents an extraordinary
congressional effort to bring greater control to the Federal budget
process.
PRECIPITATES CONTROVERSY

The resolution has precipitated controversy and has generated
opposition from a number of directions. Many Members seem to feel
that the overall totals for Federal spending are too high while some
feel that they are too low. Others disagree with the priorities contained
in the report to the resolution.
As one Member of Congress, I am distressed with the borrowing
requirements it endorses without a clear picture of how a better
balance is to be achieved and revenues and expenditures brought
into line. In my judgment, we are embarking on a dangerous course.
AN IMPROVED BUDGET PROCESS

That there is controversy and opposition to the resolution is healthy.

The machinery of the new budget control legislation was designed to
provide the discipline of relating revenues to expenditures and estabIishing an appropriate debt level in a comprehensive, deliberate and
conscious manner. It is not an easy task. It is a bitter pill to swallow.
It should be obvious that the past manner in which Congress has
made decisions impacting on the budget has not worked aequately.
The process, through a variety of abuses and undisciplined practices,
has become fragmented and unwieldly. While the new budget control
legislation is not perfect, it includes three basic principles which, in
my opinion, are essential.
First, it provides a vehicle to establish revenue totals and expenditure totals-a central proposition to any budget. Heretofore, there was
no such device. This is what the resolution before us today provides.
Second, it provides for the timely enactment of authorization and
appropriations bills. This has not been done in recent years, and the
management and effectiveness of Federal programs have suffered.
Third, the budget control legislation takes a giant step forward by
closing the backdoor of the Treasury. The fragmentation of spending
decisions has seriously undermined the appropriations process and has
deprived the Congress of the ability to keep the budget and an array
of attractive sounding legislative proposals in proper perspective.

GA2
SOLEMN RESPONSIBILITY

The new budget control legislation has other desirable features and
we have the solemn responsibility to do everything within our power
to make it work. I am dedicated to that objective and wish to commend the members of the Budget Committee in their efforts to focus
attention on our fiscal problems. Some real progress has been made
in specific areas and I am encouraged to believe that more will be
forthcoming.
For the first time in modem congressional history the Congress is
developing a coordinated set of Federal expenditures and revenue
targets that it considers economically desirable for the Nation.
Whether or not this action results in an improved situation will
depend on the actions that follow this resolution. If Congress has the
will to provide adequate revenues and control spending 'it can. But
if it does not, then all the budget resolutions in the world will not get
the job done.
BUDGET TARGETS

As has been pointed out, the resolution proposes revenues of $295
billion, budget authority of $395.6 billion, outlays of $368.2 billion,
a deficit of $73.2 billion, and an increase in the public debt to $624
billion. This is an actual increase in the public debt of $93 billion
over the current debt limit of $531 billion provided for fiscal year
1975. It is $108 billion more than the debt reflected in the daily statement of the Treasury received this morning.
ý#I would emphasize that while the deficit is projected to increase
$73 billion, the actual increase in the public debt will be much higherat least $93 billion. And it is this figure that affects the economy and
that of course must be repaid with interest.
This is a staggering figure and is the largest 1-year increase in the
public debt in U.S. history.
While I plan to make some observations about specific parts of the
report later, I believe that the important part of this resolution concerns the amount of deficit and the increase in the debt.
CENTRAL QUESTION

The central question that must be resolved is whether a debt increase
of $93 billion is necessary for fiscal year 1976 and whether or not such
a debt increase will in the long run heighten our economic problems
by increasing interest rates, raising inflation, and utlimately causing
even greater unemployment.
The report that the Budget Committee has submitted states, and
I quote:
Prevailing evidence indicates [that the $73 billion deficit and $93 billion increase
in the public debt] can be safely financed without a harmful effect on private and
State and municipal credit demands.

The report goes on to state in an even stronger way thatThe Committee is also convinced that the budget deficit is caused by serious

pTroblems in the Nation's economy which would only be aggravated by a

deficit in this fiscal year.
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Many well known, sophisticated economists agree that such a deficit
is necessary and can be financed without causing undue stress in the
financial market.
The scenario that these economists sketch is about as follows:
Large deficit spending will stimulate the economy; unemployment
will drop; and tax revenues will increase so that in future years the
huge deficits will disappear. It is further argued that while all this
happens, private credit needs will remain low until the time comes
when deficit spending greatly diminishes. It is said that during this
period the Federal Reserve will substantially increase the supply of
money, so the high level of debt and the low level of private borrowing. can be financed. None of this will cause any additional inflation
or increase interest rates, it is alleged.
Hopefully, these optimistic events could occur and our economic
problems vanish.
But I think we as Members must realize that the recommendations
of the Budget Committee are those of traditional economic theory
tIhat may not consider some of the basic changes that have taken place
in our economy. No longer can the United States base its economic
productivity on cheap energy. This cause profound change in the
whole structure of industry.The costs of housing and transportation
are quickly rising above tlhe financial ability of many. Food consumes
a larger share of each paycheck. Health care costs are skyrocketing.
CHANGES IN CONSUMPTION AND DEMAND AFFECT ECONOMIC STRUCTURE

*A

Because of these events, basic changes in consumption and demand
are occurring that significantly affect our economic structure.
Additionally, there are alternative theories that would suggest
other approaches to the Nation's economic problems. It woud W.iaid
that the Budget Committee resolution more or less present bminess
as usual.
y Wit
But what could it have done in light of the new pro
ot
which there is no experience? Certainly it could not lo,
the political consequences of proposing a resolution thq' d;=ci y
trims Federal spending in this initial effort. The commit *%*wreý
or less forced to add up all existing Federal programs and continue
their expansion into more and more of the everyday life of each
Ai-.erican citizen. Hopefully, this does not necessarily set a pattern for
the future.
Additionally, the economic situation requires billions and billions
of dollars of expenditures for unemployment, food stamps, and the
numerous other Federal programs that compensate the individual
citizen when he faces economic difficulty.
Earlier I pointed out the optimistic scenario painted by the Budget
Committee report. This is somewhat confusing when 16 of the 26
members of the committee have filed separate views to the report,
which include reservations about such a deficit and debt increase.
THE PESSIMISTIC SCENARIO

There is another scenario-a very pessimistic one-that has been
painted by Some that would result from a $93 billion increase in the
public debt. It is as follows:
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This high level of deficit spending will begin to stimulate the
economy. As economic recovery begins, private demand for credit
will expand. It is suggested that Government borrowing will have
preempted the private market, and as a result, interest rates will
increase, making further recovery more difficult. Economic recovery
will be very slow, and substantial levels of unemployment will continue which will result in continued high deficits beyond fiscal year
1976. This scenario projects that high interest rates will persist and
inflation will also start on-a new round of increases, further adding to
unemployment, large Government deficits, and great social and economic upheaval. It is predicted then that the Congress will respond
by more deficit spending which it has been alleged is the only way it
knows to try to solve economic problems, and our economic difficulty
will only increase. Cries for greater Government control of the economy will arise, and measures will be passed which further stifle
private enterprise and economic productivity, particularly increased
Federal economic planning, similar in many ways to what is already
occurring in Great Britain.
"GOODBYE GREAT BRITAIN$

On Tuesday, an editorial appeared in the Wall Street Journal
entitled "Goodbye, Great Britain." The editorial would no doubt
be considered quite harsh, but it is provocative and worth thoughtful
reading. Yesterday during the general debate on the bill, this editorial
was discussed, but I thought it was so pertinent that I would mention
it again today:
"Steady as She Sinks," proclaims the April 25 cover story of the Economist
the British weekly journal of news and opinion. It is the British economy, of
course, that is sinking. But that's not news. What makes this issue of the Econohiist valuable-it should be bound in leather and made required reading in every
U.S. school of economics-is that it so finely, albeit unwittingly, traces the
ultimate consequences of the welfare-state-manic-Keynesian syndrome.
"Britain's-current contribution to the world is to reveal the ultimate result of
economic and social policies rapidly gaining ascendancy in the United States.
-To wit, the state must fulfill all needs, especially medical care. Income must be
redistribilted, principally through taxes on the returns or from capital. After
all, transfer payments and redistribution stimulate the economy (don't they?).
The inflationary results can be contained by various forms of price control (can't
they?). And if problems arise, the solution lies in finding the magical proper
balance between government spending and taxes.
The British government is now so clearly headed toward a policy of total
confiscation that anyone who has any wealth left is discounting furiously at any
chance to get it out of the country. Mr. Healey wisely halted the importing of gold
coins, which could be rather easily smuggled out, and he's slapped a 25% valueadded tax on jewelry, along with radios, televisions and electrical appliances.
The result of all this is of course to bring investment to a screeching halt by
driving up both available funds and potential returns. The price can only be
still slower economic growth, and still lower living standards for all the British,
rich and poor.
Good-bye, Great Britain. It was nice knowing you. Since we're following down
the same road, perhaps we'll meet again.

This editorial paints a rather grim picture, but a painful examination of our current situation convinces me that such a future is

entirely possible unless this Nation begins to apply a greater measure
of fiscal discipline.
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SPECIFIC CONCERNS

ABOUT

THE

BUDGET

COMMITTEE

RESOLUTION

The Budget Committee has worked extremely hard in a short
period of time to develop this resolution and report. There are some
specific concerns I have, however, about certain parts of the report
and its overall thrust.
UNDERSTATED DEFICIT?

The $73 billion deficit may be understated by several billions of
dollars.
Little allowance is made by the Budg.et Committee for legislative
contingencies. In a report that covers the entire Federal budget it
is entirely likely that final action by the Congress will not be exactly
as recommended by the Budget Committee. Further, the committee
report itself shows that the other committees of the House had
recommended over $30 billion in spending that the Budget Committee did not include.
Actions are already taking place that exceed the Budget Committee's resolution such as tie 8-percent increase in social security
benefits, the work of the congressional committees to provide health
coverage for the unemployed, the NASA authorization bill and
certain other congressional action. Such measures and others in the
wings could add several billion dollars to the deficit.
Additionally, the Budget Committee reports that the increase in
interest would be $581 nmllion; yet the public debt on which interest
must be paid increases by $27.6 billion. Interest on the debt is very
often understated in the budget by large amounts.
ECONOMIC ASSUMPTIONS ALWAYS UNCERTAIN

The Budget Committee report makes a number of economic assumptions that are vital in arriving at its revenue and outlay figures.
These include projections that unemployment will drop to 7.4 percent
by the end of 1976 and that inflation will slow to 6.5 percent. Additionally, GNP in current dollars will grow to $1,685 billion and
personal income to $1,389 billion.
Whether or not these projections will actually occur is, of course,
uncertain at this time. If the assumptions are not correct, and they
may not be, then major changes will occur itt the deficit and debt
increases in the resolution.
THE PROPER ROLE OF THE BUDGET RESOLUTION

The new budget control legislation vested in the Budget Committees of the House and Senate the authority to present concurrent
resolutions establishing aggregate budget totals including revenues,
outlays, new budget authority, surplus or deficit, and debt. The
legislation also provides for the inclusion of estimates for each major
functional category, a feature which is addressed in the report this
year and which will be incorporated in the resolution next year. The
drafters of the legislation recognized the need of the Congress to
focus on macroeconomic considerations and to come forward with a
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plan to provide overall direction. It was also recognized that to be
successful, the existing committee structure-the backbone of the
Congress--must be utilized. While consideration must be given by
the Budget Committees to broad functional categories, it was apparent that it would be impractical, indeed impossible, to undertake
to delve into the details of specific programs. This was a responsibility
carefully left to the committees of jurisdiction. If the new budget
machinery is to be successful, this concept must be strictly adhered
to.
SUCCU•B•E

TO TEMPTATION

I am concerned that the Budget Committee has succumbed in a
few instances to the temptation to deal with subjects in its report
which are not directly related to its primary objectives, and which
are being dealt with by other congressional committees. Examples
of this are on page 34, of the report:
The Committee on the Budget urges favorable congressional action on the
pending budget request for 1975 supplemental funds to initiate the new program
authorized by the National Health Planning and Resource Development Act
(P.L. 93-641), including only transitional financing for programs whose existing
authorization has expired. Further, the Committee urges that the 1975 supplemental funds remain available for obligation through 1976 to assure their
proper utilization.

And on page 32 of the report, it is stated:
The Committee is concerned that available funds are not being used by the
executive branch to raise the public service jobs level as fast as possible in the
remaining months of fiscal year 1975. The Committee's decision on the outlay
estimate for fiscal year 1976 reflects its conclusion that an additional $927 million
of funds available from the Emergency Employment Appropriations Bill of 1975
can be expended in fiscal year 1975 to achieve a 450,000 public service jobs level
by the end of this fiscal year.

And further it is stated:
The Committee intends that this funding include a fiscal year 1976 public
service employment level of 450,000 to 465,000 jobs throughout the year, a 50%
increase over that proposed by the President.

It is certainly appropriate for the committee to have an awareness
of individual spending programs in order to arrive at its recommendations, but the recommendation should be consistent with the broad
macroeconomic and aggregate totals concept of the budget control
legislation. The act did not contemplate another voice for pet projects
and separate advice on the details of administeriam individual
programs.
THE DEFENSE FUNCTIONAL AREA

The Budget Committee stated the request in the fiscal year 1976
budget for budget authority for defense as oiuL of $107.7 billion
instead of $104 billion as reported in the budget submitted by the
President. The Budget Committee recommended authority of $99.7
billion. The Budget Committee estimated requested outlays at $94
billion and recommended $89.7 billion. The Budget Committee report
(lid not indicate outlay adjustments for each item, but it appears that
the outlay reduction reported is too high. Probably the outlay impact
of the reductions in the budget authority reported would be some $2.2
billion rather than $4.3 billion. Thus, the outlay savings associated
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with budget authority reductions may be overstated by some $2
billion.
The -Budget. Committee recommends xeductions oL_$3.2,znillion iw_
budget authority based on a number of itemb such as use of funds
available from prior year accounts, sale of equipment not needing
replacement to foreign governments, adjustment of stock fund cash
balances, reduction in foreign military credit sales, and lower inflation
rates than those contained in the President's budget.
NO

INFLATION FACTOR

The President's budget does provide for an inflation factor iu the
personnel and procurement appropriations of $1.5 billion but does not
provide any inflation factor for the operation and maintenance and
research and development appropriations. If the inflation factor is
too high in the procurement and personnel areas, it is obviously too low
in the operation and maintenance and research and development
areas and would at least balance.
It is understood that the Budget Committee allocates $500 million
of the proposed reduction to reduced cash in stock and industrial
funds. The hearings indicate that because of reductions in funds in
this area in recent years by the Congress, this much money is not
available in excess of requirements for the operation of these funds.
It is understood that the Budget Committee projects a reduction of
-1 billion to be accomplished by the use of funds available from prior
vear accounts and from sales of equipment which does not need replacement to foreign governments. The fiscal year 1976 budget program estimates that total foreign military sales which do not require
replacement to be only $57.7 million which was reflected in the budget
as submitted. With regard to recoupment of prior year account funds,
the effects of inflation have absorbed funds which have been realized
by the reduction or curtailment of programs. There are some free
aisets and recoupments which can be made but the $1 billion estimated
appears to be substantially overstated.
REDUCTION IN SUPPORT OF SOUTH VIETNAM

The Budget. Committee estimates a reduction of $1 billion in budget
authority for support to South Vietnam forces. The present circumstances indicate that the entire budget estimate of $1.3 billion can be
The Budget Committee indicates that a budget reduction in the
amount of $1 billion can be accomplished by the deletion of funds
requested for procurement of war reserve stocks. While it appears
now that war reserve stocks for Asian allies can be deleted, other war
reserve stocks can not. Total reductions might approximate $700
million, probably not $1 billion since $300 mil lion requested in this
area was related to inventory replenishment.
The Budget Committee postulates a reduction of $4 billion accomplished by denying all program growth in the defense budget. Congress
-could adopt such a policy but it appears doubtful that it will do so.
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5-YEAR PROJECTIONS

lesoal-Buget-and--Impoundment-Oontrol,-Act-of-1974------ T-he- o
provides that the report that accompanies the first concurrent resolution of each year shall include:
projections, not limited to the following, for the period of five fiscal years beginning with such fiscal year of the estimated levels of total budget outlays, total
new budget outlays, total new budget authority, the estimated revenues to be
and the estimated surplus or deficit, if any, for each fiscal year in such
period, and the estimated levels of tax expenditures (the tax expenditures budget)
by major functional categories.

<received,

Obviously, because of severe time restraints and the complexity
of the matter, it was not possible to make these calculations this
year. But it is virtually important that this be done and done in a
thorough manner in future years. A real service can be performed in
this area.
The consequences of our current actions will determine much of
the deficit, debt and economic situation with which we will be confronted in future years.
Only by having the 5-year projections that are called for can the
Congress make adequate decisions now.
DEVELOPMENT OF THE REVENUE SIDE OF THE FEDERAL BUDGET

One of the important features of the new budget control legislation
is that it gives Congress the ability for the first time to relate expenditures and revenues in an overall comprehensive manner. It is vitally
important that this be done. I feel, however, that greater attention
has been devoted to the expenditure side of the budget while not
dealing with and developing the revenue side as much as may be
desirable. Certainly each is equally important and I simply feel more
thought and development must be devoted to the difficult questions
of revenue.
IMPLEMENTATION OF THE BUDGET CONTROL LEGISLATION

I want to add a word of caution on how the new budget control
legislation is implemented by the Congress generally. I hope that we
do not succumb to the proposition that armies of staff are required
to make decisions for Members. Adequate and competent staff is
indispensible but there is no substitute for Members doing their
homework, making up their own minds, and enduring the agonies
of arriving at final choices. Budget decisions have always been difficult. They always will be. There will never be enough public dollars
to cover the costs of all desirable and inviting programs.
The Congress must afford itself the resources to meet its responsibilities, but numbers of staff should not be the yardstick of capability.
There is no requirement, or necessity, to undertake to match staffs
with the executive for instance. We must be careful not to spawn
massive staffs and develop competing and conflicting objectives
within the legislative branch. The Congress has the responsibility to
provide legislative direction. We do not have the function of administering programs and we do not need or want mushrooming bureaucracies. We need quality and dedication, not numbers.
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CONCLUSION

•

Mr. Chairman, even though there are many specific areas of concern
that I have about this first resolution and report of the new Committee on the Budget, I believe that Congress vitally needs the new
budget processes created by the congressional budget and control
legislation of 1974.
91I am sure that there will be continuing moments of disagreement
as we proceed with this legislation but with a dedication of will to
bring the budget under control, I am confident that this new legislation has the potential to enable the Congress to perform more adequately its duties.
AMENDMENTS OFFERED BY MR. LANDRUM
Mr. Chairman, I offer a series of amendments.
The Clerk read as follows:
Mr. LANDRUM.

Amendments offered by Mr. LANDRUM: Page 1, line 11, strike out "$395,600,000,000" and insert in lieu thereof "$387,486,000,000".
Page 2 line 2, strike out "$368,200,000,000" and insert in lieu thereof
"$361,012,000,000".
Page 2, line 5, strike out "$73,200,000,000" and insert in lieu thereof
"$66,048,000,000."
Page 2, line 7, strike out "$624,000,000,000" and insert "$616,486,000,000."
Page 2, line 9, strike out "$93,000,000,000" and insert in lieu thereof
"$85,486,000,000".

POINT OF ORDER

Mr. ROUSSELOT. Mr. Chairman, I have a point of order.
The CHAIRMAN. The gentleman will state it.
Mr. ROUSSELOT. Is this an amendment to the substitute offered
by the gentleman from Ohio (Mr. Latta)?
The CHAIRMAN (Mr. Bolling). The Chair understands that it is

perfecting amendment to the original resolution.
Mr. ROUSSELOT. Is it in order, then, at this time?
The CHAIRMAN. It is, the Chair will state.
Mr. ROUSSELOT. Will my amendment to the substitute still be in
order?
The CHAIRMAN. Itwill, at the appropriate time.
Mr. ROUSSELOT. I thank the Chairman.

I would like to announce that I do have an amendment.
Mr. LANXDRUM. Mr. Chairman, I ask unanimous consent that my

amendments be considered en bloc.
The CHAIRMAN. IS there objection to the request of the gentleman

from Georgia?

There was no objection.
(Mr. LANDRUM asked and was given permission to revise and
extend his remarks.)
Mr. LANDRUM. Mr. Chairman, briefly, these figures have been
arrived at with this sort of thinking: The President's budget says
that we must accept a $60 billion deficit. One school of thought,
symbolized primarily by Mr. Meany, says that we can account for
a $64 billion deficit because of unemployment, and that can be
substantiated by statistics, making a $4 billion spread between $60
billion that the administration says it will support and $64 billion
that we can account for by unemployment.
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2CW DYMISIONS MADE

The other body has passed a resolution recommending about a
$67 billion budget deficit, and yesterday I stated in my remarks
that I would offer anl amendment today carrying a 15-percent reduction of the deficit. Overnight and this morning new decisions have
been made and new figures have been reached whereby instead of
using 15 percent of the deficit, my amendment proposes to cut the
deficit by 9.8 percent and proposes a 2-percent decrease in overall
outlay.
What do we do to the various functions with that? Instead of
$10.98 billion, to which I referred yesterday, we come up with a
total budget reduction of $7.188 billion. We take this 9.8-percent
reduction in the deficit and spread it pro rata through all of the.
functions excep)t-get this-except income security.
We do not bother, with this amendment, income security. We
leave that exactly where the committee fixed it. We leave it where
committee set it. If there are those who would want to change what
the committee would do, I would assume it can be reached but I
have not bothered it. I have left income security, I have left revenue
sharing which we cannot change, I have left interest which we cannot
change, and allowances and income distributing receipts all unchanged.
I have taken $981 million out of Defense and that can be accounted
for in what would have gone to Vietnam and now will not be needed.
It will not hurt modernization of the Defense Department and will
not hurt personnel of the Defense Department. We have taken $10
million off the international affairs and $91 million off the $4 billion
budget in science and astronautics. There is no reason why they cannot find a way to take of. $91 million. We have taken off commerce
and transportation, for example, $1,763,000,000, moving on down to
a total reduction of $7,188,000,000.
RECOoNIZES COVUTRY IN TROUBLE

All this amendment asks Members to do is to say to their constituents at home: "I recognize that the country is in trouble. I recognize
that we are fiscally strained. I recognize that a great deal of this needs
to be corrected by additional Federal appropriations in various categories."
But rather than cutting entirely let me show the Members what my
amendment does. The committee on the concurrent resolution increases national defense over 1975 by 5 percent. My amendment
leaves the defense appropriation for 1976 over 1975 at 4 percent, only
a bare 1-percent difference. In general science and space and technology we cut 8 percent. We cut 18 percent from natural resources.
We originally took 16 percent from income security--I mean reduced it, but now we leave it exactly as the committee did.
The CHAIRMAN. The time of the gentleman from Georgia has

expired.
(By unamimous consent, Mr. Landrum was allowed to proceed for
5 additional minutes.)
Mr. LANDRUM. Mr. Chairman, the committee increased income
security by 16 percent. This amendment does not disturb that. It
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leaves Social Security, all the food stamp allowances, and all otherincome security exactly as the committee determined. And that
provides a 16-percent increase over what it had in 1975.
MEETING OF THE MINDS

°

-

We have reduced the deficit from $73 billion to $66 billion in round
figures. The administration says $60 billion. The other body says $67
billion. We say $66 billion. That puts us close enough to have a reasonable meeting of the mind.3 and getting what the Speaker so justifiably seeks here, a concurrent resolution passed and get this milestone
in legislative history established.
This amendment fixes the public debt, temporary debt ceiling at $85
billion instead of $93 billion. We reduce the outlays to $361 billion
instead of $368 billion. We reduce the budget authority from $395
billion to $387 billion. And while these figures are, relatively speaking,
small in comparison to the overall budget, this does provide the
American taxpayer with an opportunity to say: "Wefl, they are
trying."
ýThey have a difficult job in a new field, in a most difficult time in
our history, but they are trying. We will give the folks at home some
encouragement. I believe that our constituents deserve this.
I would like very much personally to see a larger cut, but I recognize
that there are those whose situations at home, whose philosophies
vary somewhat from my own. I have tried to take into account a feeling
and respect for that philosophy and for that need and for the need of
the Nation.
NOT AS HARD-PRESSED AS TAXPAYERS

As I said yesterday in general debate, this country is hard-pressed.
but the reduction of $7 billion in this budget will not make any function of Government any more hard-pressed or as hard-pressed as any
taxpayer in this country. I hope this amendment can be adopted.
Mr. MITCHELL of Maryland. Mr. Chairman, will the gentleman yield
briefly for a question?
Mr. LAXNDRUM. Yes, if I have the time.
Mr. MITCHELL of Maryland. As the gentleman well knows, we in
the Budget Committee have made attempts to hold down spending and
at the same time attempt to stimulate the economy because of the
economic circumstances the Nation faces.
WHAT EFFECT ON STIMULATING ECONOMY

What will be the impact of the gentleman's amendment on the
stimulative features of the budget as is is proposed? What will it
precisely do in terms of stimulating the economy? How much further
reduction of stimulus is implied in the amendment of the gentleman?
NO UNFAVORABLE IMPACT ON REBUILDING JOBS
Mr. LANDRUIM. I would say to the gentleman in all candor and all
the genuine frankness that I can present, I see no way whatever it
can have any unfavorable impact on the rebuilding of jobs. Rather,
I think it w1i have the other effect. I think it will encourage the

employer back home to take into account that he is getting a few
points in tax reduction. It will encourage him to say that the people
in Washington are trying to keep our public expenses down and,
therefore, we are willing to take hold of what credit-we can get -and.
expand our employment. If the gentleman says to me what number
of public jobs will it take away, I do not see it taking away any public
jobs, because frankly that is not the way this country is going to come
out of this recession. It is not going to come out with a handout to
carry out on a one-shot shopping tour to the grocery store. It has to
come out when people re-employ and re-employ on this basis, that
each time we put 1 percent of the unemployed back to work we
generate $16 billion in revenue.
There is no reason why this cannot but help put confidence in people
to put them back to work.
AMENDMENT OFFERED BY MR. ROUSSELOT TO THE AMENDMENT OFFERED
BY MR. LATTA AS A SUBSTITUTE FOR THE AMENDMENT IN THE NATURE
OF A SUBSTITUTE OFFERED BY MR. O'NEILL

Mr. ROUSSELOT. Mr. Chairman, I offer an amendment to the
substitute amendment for the amendment in the nature of a substitute.
The Clerk read as follows:
Amendment offered by Mr. Rousselot to the amendment offered by Mr. Latta
as a substitute for the amendment in the nature of a substitute offered by
Mr. O'Neill: Strike out "$296,400,000,000" and insert in lieu thereof "$299,400,000,000:";
Strike out "$371,900,000,000" and insert in lieu thereof "$300,000,000,000",;
Strike out "$350,500,000,000" and insert in lieu thereof "$299,400,000,000";
Strike out "$54,100,000,000" and insert in lieu thereof "$0";
Strike out "$603,400,000,000" and insert in lieu thereof "$542,400,000,000";
Strike out "$72,400,000,000" and insert in lieu thereof "$11,400,000,000";
Mr. LAGOMARSINO. Mr. Chairman, I make the point of order that

a quorum is not present.

The CHAIR.MAN. The Chair will count. Evidently a quorum is not

present.

The Chair announces that he will vacate proceedings under the
call when a quorum of the committee appears.
Members will record their presence by electronic device.
The call was taken by electronic device.
QUORUM CALL VACATED

The CHAIRMAN. One hundred two Members have appeared. A
quorum of the Committee of the Whole is present. Pursuant to rule
XXIII, clause 2, further proceedings under the call shall be considered
vacated.
The committee will resume its business.
(By unanimous consent, Mr. Rousselot was allowed to proceed for
5 additional minutes.)
Mr. ROUSSELOT. Mr. Chairman, this amendment is basically the
balanced-budget concept which our Budget Control Act of 1974
anticipated. I believe this amendment more nearly conforms to the
purpose stated in the Budget Control Act that we passed last year,
and that is to bring the budget under control.
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In making that statement, I am not being critical of the whole
Budget Committee Act. I support it. I believe we need this goalsetting procedure and that we are, in fact, setting targets for the
futu e-that is, for fiscal year 1976-which begins in July of this year.
The committee in its report has said that we need a deficit of roughly
$73 billion in order to stimulate the economy and improve employment. I wish to quote from the committee report because they say
that this budget target that they are recommending in these five
aggregates would reduce unemployment from 8.7 percent to approximately 7.4 percent. However, my colleagues, we are already almost at
the level of the deficit financing for which the committee calls, in this
fiscal year 1975.
If the Members will look at the deficit estimates that are now pretty
much in place for fiscal year 1975, which ends in June, the chairman
of our Committee on Appropriations says that it is going to be very
close to $60 billion. Our President says it may well be over $60 billion
if Congress keeps overappropriating. That does not include the addon appropriations that have been passed in the last several weeks.
IMPROVED EMPLOYMENT

Ladies and gentlemen, if deficit financing is going to lower unemployment, why has that not occurred under these current deficits?
Improved employment did not occur in the period of 1933 to 1940.
We had deficit financing under Mr. Roosevelt, and by the way, I am
sure he is rolling over in his grave today in looking at the kind of
deficit financing we are now projecting for fiscal year 1976.
Unemployment was not solved in that time frame of the 1930's
until we got into a war. I am sure we do not want to go through
another war to reduce unemployment.
In the current time frame of 1962 to 1970, we had lots of deficit
financing. Was unemployment reduced that much? No. Now in the
current time frame, this year, the chairman of the Budget Committee tells us that we must deal with the real world. Let us deal with
the real world.
We have deficit financing right now at a $60 to $70 billion level, and
has it reduced unemployment? No. Unemployment is at the highest
level it has been in years, and deficit financing has not changed that
figure.
WHAT I31PROIES UNEMPLOYMENT?

What really solves the problem of unemployment? Most people, in
this committee report, acknowledge that the private sector has to
provide most of the real and permanent jobs. That is where jobs
must come from-primarily the private sector. What does a massive
add-on deficit of $73 billion do to the finances of this country?
The new proposed deficit takes it all out of the private market
which normally provides the wherewithal to provide the jobs at all
levels.
In the bankers' report that was submitted by the committee, they
say, "Well, the bankers tell us that, yes, they can live with a $73
billion deficit, but they say that they reserve the right to decide when
they will buy pieces of that debt."
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And when you talk to the bankers, do they say they will buy just
,any piece of that huge deficit, the $73 billion-debt? They say: "When
the interest rates go up." Because they have to protect their portfolios
and tear up 'Government debt instruments when they produce high
interest.
DRYING UP HOUSING MARKET

So, what is this Congress doing with a $73 billion add-on deficit?
You are drying up the housing market, the very market that the
chairman of our Committee on Banking, Currency, and Housing says
we want to improve.
We do not help housing. We do not help manufacturing. We do not
help jobs anywhere. We do not help permanent jobs by constantly
forcing the Treasury in the money market to dry up all that money
that can go to the expectation of real lasting jobs in our economy.
Mr. Chairman, my amendment I predict is a job-creating amendment because it does not force the Federal Treasury to be so massively
in the marketplace, borrowing money, driving up the price of money
by competing in the marketplace in an unwieldy manner.
The Treasury estimates that if the Congress pushes this $73 billion
deficit that this will take 80 percent of the money from the money
market just to finance it. And the Treasury will be participating very
directly in driving up prices and interest rates and the Congress will
not be able to blame it on the President, but it will have occurred by
our direction. We will have accepted the principle of driving up the
price of money in the marketplace, drying up housing, drying up the
financing that goes to new tools that create new jobs.
WHAT ECONOMIC MODELS SHOW

I know that we debated this yesterday. My colleague, the gentleman
from Washington (Mr. Adams), the chairman of our fine committee,
in an answer to my question: What do the economic models show as to
what the elimination of a $73 billion deficit and a balanced budget for
fiscal year 1976 would produce in unemployment? He answered, 15
percent.
I have consulted last night and today with the managers of four
economic models. All of them said that the maximum unemployment
rate-the maximum is about 1.5 percent. That assumes that you have
to deal With some 250 equations in these econometric models, and
that the output varies according to how the operators accept those
combinations. They admit that every time they put these variables
and equations through the computer to get some kind of a projection,
that you have to alter even the final output of those 250 equations
according to the "real world."
BALANCED BUDGET AND UNEMPLOYMENT

And every one of the model managers said that the initial maximum
amn•dint of unemployment-with the balanced budget concept that I
am recommending to the Members in this amendment, could be as
high as 10.5 percent. Only one said 10.5 percent.
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So I consider the argument that it would be 15 percent unemploy'Ment, to be an unfair scare tactic. it will not be a 15-percent maximum,
-iVWVitwob-1O -percent.It-,appeiu .that.4he, chance for..10.5-peroent
would be very slight. And I do not favor 10 percent unemployment.
But I beg to differ with my colleagues on the Budget Committee who
say the only way we can solve the unemployment situation is to run
up a huge deficit and drain the private money market. History shows
that when the Federal Government massively enters the money
market, that heavy entry takes away from the ability of private
enterprise to do the job which it will do if the Congress does not force
the Treasury to compete so aggressively.
Mr. ADAMS. Mr. Chairman, will the gentleman yield?
PSYCHOLOGICAL IMPACT

00

Mr. ROUSSELOT. I will yield to the gentleman in just one moment.
Then when you ask the country's money managers: "Is it not true
that when the Treasury is in the marketplace so aggressively and is
not only competing for the $73 billion to finance this add-on debt,
but also to refinance the present debt, does that not have a psychological impact on the general money market and discourage the private
market from doing anything in the way of expansion? Won't that
action put a real damper on reasonable expectation?"
And they responded that the principle was a correct one. We cannot
put in the computer the psychological impact on the private market.
rhat is not a computerized item. So I say to my colleagues "the real
world" of massive deficits has not created jobs except in very, very
short periods, and even then they are not permanent jobs. They are
not long-range jobs; and they do not do the effective job that we
-claim we are trying to achieve of putting America back to a more
stable, positive economy.
Mr. ADAN IS. Mr. Chairman, will the gentleman yield?
Mr. ROUSSELOT. I will be glad to yield to my colleague, the gentleman from Washington.
Mr. ADA1MS. I thank the gentleman for yielding.
The difference in the 12-percent unemployment rate and the 15percent unemployment rate, between the two models that the gentleman has discussedMr. ROUSSELOT. And I have consulted individuals with two of the
same models the gentleman consulted.
Mr. ADAMIS. [continuing]. Is as a result of the fact that when we
took the gentleman's figures of a $68 billion cut in outlays, we were
required to fire Government employees to make that, and when that
was put through the economic model it resulted in a 15-percent unemployment rate rather than 12 percent, because we did not know what to
do with those people.
BUDGET CUTS AUTOMATICALLY CUT FEDERAL EMPLOYMENT

Mr. ROUSSELOT. Let me respond to that. In any cuts that this
Congress would make in responding to a $300 billion budget expenditure level, the gentleman is assuming that all cut. automatically

cut Federal empiomoment. That is not true.
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Mr. ADAMS. There would be some.
Mr. ROUSSBLOT. There might be some, but that is controlled by this
Congress and - dmtnistrative t-rna
er 'in 'thf various agencies.
Most agencies do not irresponsibly "riff" or cut Federal employees.
Civil Service laws also give Federal employees more than adequate
protection.
The CHAIRMAN. The time of the gentleman has expired.
(By unanimous consent, Mr. Rousselot was allowed to proceed
for 3 additional minutes.)
Mr. ROUSSELOT. For instance, the gentleman-himself and his
Budget Committee-cut the President's budget on defense by a
substantial amount. Did that worry the gentleman about creating
unemployment?

Mr. ADAMS. No.

Mr. ROUSSELOT. Well, I am sure he had to take potential Federal
unemployment into account when he called for such a reduction
in the defense aggregate budget. But what I am saying is that 60
percent of the defense budget is personnel. Nothing in my aggregate
figure contemplates reduction in the defense function.
Mr. ADAMS. Correct.

Mr. ROUSSELOT. Part of the defense budget is weapons system.
Mr. ADAMS. We took the cuts from the President's increases. We
did not go below present levels. We gave a 6-percent increase to the
Department of Defense so we did not have to fire anybody.
MORE MONEY TO TRUE EMPLYMENT
Mr. RouSSELOT. I am going to do even better than the gentleman

and his committee did. In my suggested functional breakdown
figures, I am taking his defense budget of $89 billion, and I am increasing it by a billion, to $90 billion. So I want to assure the gentleman
that I think that more of that money will go to true employmentthe manufacture of weapons systems, the improvement of the military
system and its personnel. There is a $1 billion increase in defense
included in the cuts that I would suggest, I realize that this is only
one person's opinion, but the real decisionmaking on J6 divisional
functions goes to the whole Congress. We are setting five aggregates
here, as the gentleman said yesterday. What I want to do was to answer
what I consider to be the fallacious argument yesterday that my
substitute would automatically result in 15 percent unemployment.
No economic model which charts a $300 billion spending level for the
Federal Government, contemplates in its end product a 15-percent
unemployment figure. But a balanced budget does reduce the terrible
overpresence of the Treasury in the marketplace to dry up all the
private funding that normally goes to housing or other fields of
employment. It would stop, in my judgment, the outflow of capital
from savings and loan associations to the Treasury that normally
would be used to build housing and to start it.
MANY EQUATIONS IN ECONOMIC MODELS

We all remember the many occasions when this country has experienced disintermediation as a result of the tremendous presence
in the marketplace of the Federal Treasury. Therefore, I say to my
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colleague, the gentleman from Washington, that in the worst set of
circumstances the economic models that he consulted-and, again,
everybody can propose different inputs and all Members should
understand that there are 250 equations, in some cases 300 equations
in these economic models-speculative-'that is the worst speculative
situation there is a 10- to 10.5-percent unemployment maximum, and
that assumes that no confidence is reinjected into the economy, when
Congress finally makes a decision to balance the budget and slow
Down deficit financing.
I say the best message that this Congress can give to the whole
world, to our Nation, and to our constituents is that we intend for
once to live within our means. Even this Budget Committee has
said that we cannot have massive deficit financing in 1977. Why do
they say that? Because there is too much competition in the marketplace for the private sector to absorb.
So Mr. Chairman, I believe that this amendment is a reasonable
approach; it is a proper approach. It will not create massive unemploymient on the basis of past and present history, and I urge my colleagues
to support it.
The CHAIRMAN. The time of the gentleman has expired.

(At the request of Mr. Guyer, and by unanimous consent,
Mr. Rousselot was allowed to proceed for 2 additional minutes.)
Mr. GUYER. Mr. Chairman, will the gentleman yield?
Mr. ROUSSELOT. Iyield to the gentleman from Ohio.
Mr. GUYER. Mr. Chairman, I thank the gentleman for yielding.
I have just a couple of basic questions. First of all, the gentleman s
proposal is not like the Bow amendment that would be cutting a
certain amount across the board. Is that correct?
CONGRESSIONAL OVERSIGHT REQUIRED

Mr. ROUSSELOT. It is similar to the Bow amendment but not
exactly the same. My suggestions for cuts are selective but would
require congressional oversight. Frankly, in discussing the functional
areas where I personally would cut, I realize there are real differences
and the whole Congress has to speak to that issue. In a dialog with
the chairman of this committee yesterday, it was made clear that the
resolution only relates to the five aggregate figures. I have tried to
limit the discussion to what I thought was a reasonable level of $300
billion of spending by the Federal Government in 1976.
Mr. GUYER. I notice the gentleman actually has raised the budget
in his defense estimates.
Mr. ROUSSELOT. The defense budget is $1 billion over the committee
recommendation.
Mr. GUYER. Is it the gentleman's thesis that the department heads
should do their own cutting and he would not tell them to cut personnel
or numbers?
Mr. ROUSSELOT. Yes. I do not think we would have to reduce the
personnel below what we have today. There may be cuts in those
areas where we would probably not be spending for what I would
consider to be proper Government expenditures that do not produce
long-range constructive results.
Mr. GUYER. Under the figure of income security the gentleman has
about a $14 billion reduction, if I read this properly.
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Mr. ROUSSELOT. Yes, a $14 billion cut from the committee estimate.
Mr. GUYER. Yes. And tWe social security would be in that category?
CuTrING WELFARE PROGRAMS
Mr. ROUSSELOT. It is. I would not contemplate cutting social
security or its reasonable increases. I am cutting welfare programs.
Seventy of us have welfare bills in that would cut the cheaters out of
welfare. By the way, Governor Brown of California, who is a Democrat, is now doing that even more aggressively than Governor Reagan
did. I think we might apply this in our welfare section of incomesecurity. Seventy of us, both Democrats and Republicans, have
sponsored welfare bills. I think all of this can be objectively supported.
I would recommend $110 billion as a level of expenditure for income,
security and most of that would come out of welfare and food stamps..
The CHAIRMAN. The time of the gentleman from California has
expired.
(On request of Mr. Latta, and by unanimous consent, Mr. Rousselot
was allowed to proceed for 3 additional minutes.)
Mr. LATTA. Mr. Chairman, will the gentleman yield?
Mr. ROUSSELOT. I yield to the gentleman froni Ohio (Mr. Latta).
DOUBTS BALANCED BUDGET POSSIBLE IN FY 1970

Mr. LATTA. Mr. Chairman, I thank the gentleman for yielding.
I, like the gentleman in the well, cherish his objective of a balanced
budget and I would like to 3ee it come to pass. I do not know whether
we can do it this year, I am very doubtful about whether we can do it
in fiscal year 1976.

Mr. ROUSSELOT. I appreciate what the gentleman says. Many people.

in this House believe we cannot do it. We are setting goals and targets.
and we can come back in the fall and change that i! the projections,
are out of line. I believe we should say to the Nation for once that weintend to live within our anticipated revenues.
If we ask the money managers in this country: "Can you manage.
the Federal Government within our $300 billion cash flow now?"
they would say they could, that it is really not that difficult. I thinkwe should work within that kind of framework.
Mr. LATTA. Mr. Chairman, if the geitleman will yield further, the
gentleman
and others have talked about the report of the 13 bankers..
Mr. ROUSSELOT. Yes.
$70 BILLION DEFICIT WILL HAVE NO SERIOUS ADVERSE EFFECTS

Mr. LATTA. I think we probably ought to, key in a little closer on
this because most of the economists and bazkers consulted by the
Budget Committee believe that a fiscal year 1976 budget deficit of
around $70 billion will not have serious adverse effects on either infla-tion or on the Nation's financial markets. There is however considerable concern among these experts about the possibility that large
deficits will continue into fiscal year 1977.
Mr. ROUSSELOT. That is correct.
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Mr. LATTA. The bankers consulted by the Budget Committee were
very clear on this point. I cannot improve on the words of the Budget
Committee report in expressing this concern:
If the stimulus to current economic activity provided by the committee's budget recommendations revives laggniig demand and production in 1976 as expected, this expansion will probably restimulate
private demands for investment funds. Given that result, continued
Federal borrowing at the fiscal year 1976 level could compete with
revived private loan demand and drive interest rates beyond what
many borrowers could afford. Under those circumstances, to avoid
high interest rates would require a further expansion of the money
supply in excess of productive capabilities. This excess supply of
money could lead to higher rates of inflation if the strength of private
demand again rises strongly.
Mr. ROUSSELOT. The gentleman who is the ranking Republican
member on the Budget Committee makes an' excellent point. I mentioned my concern about this quote from the committee's report.
yesterday during general debate on this bill. Many Members in this
discussion will say, "You are going to put us in tile position of competing in the private marketplace for this money. When we buy these
debt securities, we the banks are going to be driving up the prices of the
interest rate in order to make it worthwhile in our portfolio."
WAIT FOR INTEREST RATE TO RISE

So they are going to sit back until the Treasury moves the interest.
rate up.
Mr. MICHEL. Mr. Chairman, will the gentleman yield?
Mr. ROUSSELOT. I yield to the gentleman from Illinois.
Mr. MICHEL. Mr. Chairman, I appreciate the gentleman yieldingand I apologize for the fact that we had the Secretary of Labor before
our committee; but I wanted to take this opportunity to commend
the gentleman for the statement he has made today. There are very
few of us, including the gentleman in the well, who have the kind of
voting record over the years, with the gentleman from Illinois, that we
can come here in good conscience and with a straight face and support
the kind of proposition the gentleman faces, because on a day-to-day
basis we have been taking the heat. I applaud the gentleman.
The CHAIRMAN. The time of the gentleman fromn California has
expired.
(At the request of Mr. Latta and by unanimous consent, Mr. Rous-.
selot was allowed to proceed for an additional 2 minutes.)
Mr. DEVINE. Mr. Chairman, will the gentleman yield?
Mr. ROUSSELOT. I yield to my colleague, the gentleman from
Ohio, and also thank my colleague from Illinois (Mr. Michel) for
his thoughts. Mr. Michel labors daily on the Appropriations Committee to keep the budget in balance.
LIKELIHOOD OF SUCCESS NOT TOO GOOD

Mr. DEVINE. Mr. Chairman, I, too, commend the gentleman in
the well for having the courage to introduce an amendment of this
nature, calling for a balanced budget, recognizing we must live in

860
the real world, as the gentleman full well knows. The likelihood of
the success is not too good, as the gentleman also recognizes; but

as the gentleman from Illinois just said, there are some of us here
in this body that have voted in such a manner over the years that
would completely justify this approach. I intend to continue that.
I was interested in the comment of the distinguished entleman
from Ohio that this was similar to the amendment offered to cut 5
percent across the board. This is something that should be considered.
I have talked about this in my district and it should be received very
well. They would favor the creating of a 10-percent cut across the
board on the Federal level. That includes the gentleman's salary, my
salary, every Federal salary, the President, and across the line, every
department of the Government, cut it 10 percent and let the Secretary
of the department decide where to cut the fat.
Mr. ROUSSELOT. Mr. Chairman, that is what Governor Brown
of California is attempting to do. He is a Democrat. He has refused
to send many of his administrative people here to beg for more
money from the Federal Government. I thank the gentleman from
Ohio for his correct observation.
Mr. KEMP. Mr. Chairman, will the gentleman yield?
Mr. ROUSSELOT. I yield to the gentleman from New York.
Mr. KExP. Mr. Chairman, I appreciate the gentleman yielding.
CAMPAIGN TO CUT 25 PERCENT ACROSS THE BOARD

May I point out to the gent!.man in the well, whose leadership
is appreciated, as well as the gentleman from Ohio, that in 1932
Franklin Delano Roosevelt ran for President of the United States
on a campaign to cut 25 percent across the board.
I want to rise in support of this anti-inflation amendment. It is a
target. It is a goal. If we could balance our fiscal theories, we would
have more monetary soundness and we could deregulate these wasteful fiscal policies.
(Mr. KEMiP asked and was given permission to revise and extend
his remarks.)
The CHAIRMAN. The time of the gentleman from California has
again expired.
(At the request of Mr. Latta and by unanimous consent, Mr. Rousselot was allowed to proceed for 1 additional minute.)
Mr. ROUSSELOT. Mr. Chairman, I appreciate the gentleman's
comments. I know the gentleman from New York has put in the
Record and the hopper a job-creating bill. This bill contemplates
the Government stimulating jobs and creating lasting jobs in the
private sector and to get the Government off the back of the private
sector so it can produce those jobs. His legislation is a positive alternative to the massive deficit financing boondoggles which suck up
what money is left in the private market and a major portion of the
capital that could be uses to produce jobs in manufacturing plants
and in the housing industry and other areas.
I know the gentleman from New York has spent a great deal of
time on this issue and can justify and account for a balanced budget
of $300 billion.
Mr. GUYER. Mr. Chairman, will the gentelman yield?

$6•1
Mr. ROUSSELOT. I yield to the gentleman from Ohio.

Mr. GUYER. Mr. Chairman, if I remember correctly, the first
national debt was a simple one of modest proportions.
1976 NATIONAL DEBT 76,000 TIES FIRST NATIONAL DEBT

The projects that were made for the end of 1976 now would bring
the national debt to in excess of $600 billion, which would amount Wo
.76,000 times the first national debt. I do not think that is the spirit
of '76 we want for our birthday.
Mr. ROUSSELOT. I thank the gentleman for his comment.
Again, I wish to emphasize that this amendment would not only
produce a balance-the-budget concept for a national goal, but also,
in my opinion, is a stimulus for jobs in the private economy so that
there will be permanent jobs.
Mr. PERKINS. Mr. Chairman, I am going to support this budget
resolhticn, but I want the record to note that it does not have funds to,
cover the additional vitally needed nutrition effort which we passed
on Monday.
Those funds are: $125 million for the 5-cent amendment in support
of the paying lunch program; $180 million for the mandated reduced
price program; and $150 million for the WIC expansion.
Mr. Chairman, I believe we can wait until after the Senate acts, and
then provide the needed funds in the second budget resolution.
NO ROO

FOR REC=LNSNES8

I also want to say that there is no room for any recklessness as we
work on this legislation-we only have so many dollars that can be
spent, and they must be spent more wisely and more judiciously than
they have ever been spent before.
We must take care of our needs that build for the future-education,
jobs, the security of our older people, the security that helps hold the
fabric of the country together.
I am confident that we have the wisdom and the judgment and the
will to do that.
Black lung benefits are also inadquate and I am hopeful that these
funds will be added in the next resolution.
AMENDMENT OFFERED BY MR. REUSS TO THE AMENDMENT IN THE
NATURE OF A SUBSTITUTE OFFERED BY MR. ONEiLL

Mr. REuSS. Mr. Chairman, I offer an amendment to the amendment in the nature of a substitute.
The Clerk read as follows:
Amendment offered by Mr. Reuss to the amendment in the nature of a 3ubsti-

tute offered by Mr. O'N4 eil: Paragraph (1), strike "$295,181,000,000" and insert
in lieu thereof "$298,181,000,000".
Paragraph (4), strike "$73,032,000,000" and insert in lieu thereof "$70,032,000,000".
Paragraph (5), strike "$622,900,000,000" and insert in lieu thereof "$619,900,0000000 , and strike "$91,900,000,000" and insert in lieu thereof "$88,900,000,000'.
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(Mr. REUSS asked and was given permission to revise and extend
his remarks.)

Mr. REUSS. Mr. Chairman, I offer an amendment to plug tax

loopholes and thus raise the aggregate Federal revenues target for
fiscal 1976 b, $3 billion-a very modest increase and well within the
capacity of this Congress this session. The revenue gain, while not
great, could stand us in good stead later this year-to finance jobcreating programs to pay for cost overruns on unexpected increases
in uncontrollable outlays-interest on the national debt, perhaps?or simply to reduce the deficit if economic recovery gets under way
faster, than predicted.
Where could $3 billion worth of loopholes for immediate plugging
be found? I could give a whole list of candidates-tax provisions which
are not only expensive and unfair, but actually distort the economy at
a moment when we can least afford it. Their yield adds up to more than
double $3 billion. On my list are:
f

DOMESTIC INTERNATIONAL SALES CORPORATION (DISC)

DISC's are allowed to defer U.S. taxes on half their export earnings.
But when the goods exported is in short supply at home-as scrap
metal, fertilizer, baling wire, feed grains were only last summer-the
DISC tax break contributes to domestic inflation and bottlenecks.
Repealing DISC would pick up $1.3 billion a year.
MINIMUM TAX

This tax on loophole income, nominally 10 percent, is itself so full
of loopholes that its effective rate is only 4 percent. Restoring the
minimum tax to something like a 10-percent effective rate could pick
up $500 million a year.
GASOLINE TAXES

Taxpayers who itemize deductions, normally in middle- and upperincome brackets, are permitted to (deductState taxes on gasoline used
for nonbusiness driving. In these times of severe oil shortages, this
provision encourages nonessential consumption of gasoline. Removing
the deduction would raise $850 million a year.
FOREIGN-SOURCE INCOME

The Ways and Means Committee tax bill last year would have
repealed a handful of tax breaks for Western Hemisphere trade corporations, corporations in less developed countries, and certain U.S.
citizens living and earning abroad. Insofar as these provisions do
anything other than cost the Government money, they encourage
the export of valuable U.S. capital and knowhow. Persisting in this
reform this year would gain $200 million for the Treasury.
STATE AND LOCAL BONDS

Holders of qualifying State and local bonds-mostly people in the
W0-percent-and-up tax brackets, or financial institutions-accept
lower-than-market interest rates in exchange for tax exemption on
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the interest. This loophole restricts the bond market to a few purchasers and produces an annual revenue loss for tho Federal Government of almost $5 billion-far more than the interest saved by States
and municipalities. Optional federally subsidized taxable bonds would
broaden the dangerously thin market, assist State and local governments, and save the federal Government several hundred million
dollars a year.
PHONY FARM LOSSES

Farm accounting procedures are more liberal than nonfarm business
accounting methods. These rules provide a cozy tax shelter for wealthy
nonfarmers-doctors, lawyers, coupon clippers-who maintain i farm,
or part ownership in one, to manufacture accounting losses used to
offset nonfarm income. These tax farms help run up the cost of land
for the family farmer who has to make a living at farming. Curtailing
farm losses could save $100 million a year.
HOUSING TAX BREAKS

The tax code properly encourages homeownership through the
deduction of mortgage interest and property taxes-at an annual
cost of $12 billion to the Government. But in the process •it gives
extravagant bonanzas, subsidizing not only family homes, but also
luxurious villas by the sea, ski condominiums in the mountains; Newport mansions. One reason why so many real estate investment
trusts-REIT's-and their affiliated banks are in trouble is that these
tax provisions encourage speculation and overbuilding in luxury
vacation housing. Limiting tax deductions to one principal residence
per family could end much of this wasteful diversion of capital. This
reform and setting a ceiling on the deductions, so as to limit the tax
subsidies on the stately pleasure domes of the rich, could raise several

billion dollars without in any way affecting the vast majority of homeowners.
ASSET DEPRECIATION RANGE SYSTEM (ADR)

This system of rapid depreciation allows corporations to write off
certain assets up to 20 percent faster than normal useful lives. Criticized by economists since its inception in 1971 as an imprecise investment incentive contributing to cyclical economic ups and (towns, the
ADR could surely be retired now that a 10-percent Investment Tax
Credit is in place. Repealing ADR entirely would pick up $1.6 billion
for the Treasury; phasing it out for newfy acquired equipment only
would net $400 million.
The list could go on and on.
These loopholes do not contribute a thing to productive activity.
They are wasters of money, purely and simply, not creators of jobs.
Repealing them would benefit not only our impaired Federal revenues. It would also heip the economy.
Some argue that it is too late for tax reform which could be effective
in fiscal 1976. This just is not so. If DISC, for instance, were repealed
as of July 1, 1976, the full revenue impact of $1.3 billion would be
felt this year. Other tax reform.-tightening the minimum tax and
phasing out tax-exempt State and local bonds, to name but two-
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have been serious legislative prospects for at least 2 years. It would
hardly take any taxpayer by unfair surprise to enact them into law
for calendar 1975. And foreign-income provisions, part of last year's
Ways and Means tax bill, are long overdue.
TAX REFORM THIS SPRING

The Ways and Means Committee intends to devote its attention to
tax reform this spring. I applaud their resolve, and hope that farreaching changes will emerge from their deliberations. But the time
for action on tax expenditures is now, while the concurrent resolution
sets clearly before us our budget options. I urge my colleagues to act
on the budget as a whole, tax expenditures as well as direct expenditures. I urge the adoption of my amendment.
Mr. OTTINGER. Mr. Chairman will the gentleman yield?
Mr. REuss. I yield to the gentleman from New York.
Mr. OTTINGER. Mr. Chairman, I would like to endorse wholeheartedly this amendment and the thrust of the gentleman's statements. I think we can and should go a great deal further in achieving
tax reform. I would hope that we would produce a budget in future
years and act upon it which would allow us to close those loopholes
which have been widely recognized as notorious throughout the years.
Indeed, I feel that it is a major fault in this budget that it does not
contemplate and project major tax reform efforts. Prof. Stanley
Surrey, former Assistant Secretary of the Treasury, projects that
additional revenues of at least $40 billion could be raised through
closing loopholes. Our budget should encompass an effort of this
scope and those seeking to reduce the size of the deficit should support it.
I hope that this budget becomes an instrument through which we
can call attention to our hope "tax expenditures," and I congratulate
the gentleman for his very important amendment.
Mr. R~uss. Considering the opportunity for loophole plugging, I
am amazed at my own moderation, and I thank the gentleman.
PARLIAMENTARY INQUIRY
Mr. ADAMS. Mr. Chairman, I have a parliamentary inquiry.
The CHAiRMAN. The gentleman will state it.
Mr. ADAMS. Mr. Chairman, I intend to oppose most of these

amendments, but I need to know the order in which the amendments
will be presented for a vote to the Committee and, therefore, I would
usk the Chairman if he could indicate to me the manner in which we
will approach the vote.
It is my understanding that there is presently pending the O'Neill
umendment in the nature of a substitute to the original text, a Latta
substitute to the O'Neill amendment, a perfecting amendment by
:Mr. Reuss to the O'Neill amendment, a perfecting amendment by
Mr. Rousselot to the Latta substitute, and an amendment to the
orignal text by Mr. Landrum.

ffintend to oppose the Landrum amendment, the Latta substitute,
and the Rousselot amendment, and I would like to know which one
will be first voted on by the body, so that I can address myself to
that one.

.I&The CBAIRMAN. The Chair will respond to the gentleman from
Wahington (Mr. Adams) that the fitst vote will occur on the Landrum
perfecting amendment to the concurrent resolution.
Mr. ADAMS. I thank the Chairman.
Mr. Chairman, I would like to rise in opposition to the Landrum
amendment.
DIFFERING VIEWPOINTS ON AMOUNT O1 DElT

Mr. Chairman, there are a series of amendmentsspending, and it is
obvious that the members of the committee have differing viewpoints
on the amount of deficit which should be established this year, running
all the way from the figure of the gentleman from California (Mr.
Rousselot) that there should be no deficit at all this year, a so-called
zero deficit budget, to the figure of the gentleman from. Georgia
(Mr. Landrum), to that finally of the O'Neill amendment as amended
by the gentleman from Wisconsin (Mr. Reuss) which would establish
approximately a $70 billion deficit, to the original text which had a
$73 billion deficit.
The problem with the Landrum amendment-and I might address
this to my friends on the other side of the aishc-is that the Landrum
amendment actually has the worst of both possible worlds in it, with
all due respect.
Mr. Chairman, I know it is well offered and it is a very rational
amendment, but the problem that it has, from the viewpoint of the
original committee, is that, in order to accomplish what the gentleman
is attemnptng to do, we have to take all the stimulus programs from
the original budget. For example, the projected job increase in the
budget would be reduced by about 450,000 jobs and would raise
the unemployment rate we computed to about 7.7 percent. It would
also have the effect of a loss of about $2.7 billion in revenues because
the gross national product would be down. Thus, realistically the deficit
under the
Mr. LANDRUM. Mr. Chairman, will the gentleman yield?
Mr. ADAMS. In just a moment I will be most happy to yield to the
gentleman, and I want to say to the gentleman that I have great
respect for the amendment.
Mr. LANDRUM. That is all right. We accept that,
Mr. ADAMS. The problem is in the deficit. If we reduce stimulus
programs by this amount, we lose revenues. It is a situation where
the deficit then would be varying between $65 and $69.7 billion if
the stimulus programs are reduced necessarily by the reduction of the
aggregate figures.
Mr. LANDRUM. Mr. Chairman, will the gentleman yield?
Mr. ADAMS. I am most happy to yield to my friend, the gentleman
from Georgia.
Mr. LANDRUM. Mr. Chairman, I thank my chairman, the gentleman
from Washington (Mr. Adams), for yielding.
I have listened to his general statement, very eloquently made.
WHEIW JOBS A=E

OMIG ]MON

I wanted to know whether he can tell the committee, through some
statistics or with some exactitude, just where all of these 450,000 jobs
are going to come from.

Mr. ADvms. Yes.

Mr. LANDRUM. And tell me further, please, bow is a reduction qf 1
percent in national defense, from what the committee proposes,
going to affect this, and how is a reduction of 2 percent going to
amount to 450,000 jobs?
Mr. ADAMS. Those will not.
The categories affected are as follows: The $1,763 million reduction
in Commerceeand Transportation eliminates 40 percent of the committee increases for highways and housing, or about 93,600 jobs.
The $1 billion reduction in community and regional development
function eliminates one-third of the committee's recommendation for
accelerated projects, or about 80,000 jobs.
The $1,256 million reduction in education, manpower, and social
services function would eliminate about one-third of the stimulus in

this functiom, -or approximately 50,000jobs9;--.. .
Mr. LATNDRUM. All on the Federal level, all Federal jobs?
Mr. ADAMS. No, no.
*

..

PRIVATZ SZVrOR STBIULATION

As the gentleman well remembers, we tried to stimulate the private
sector by including the housing bill. Part of this is in the housing bill.
Mr. LANDRUML And the chairman well knows that in that debate it

was argued strenuously that no housing could be built until we had
jobs for people.
How are we going to get a market for housing? How is anyone going
to sell all this housing?
Mr. ADAMS. The basis of the committee's recommendation was
the housing bill passed by the House, which provides both interest
subsidies and other assistance to people purchasing homes.
I might state to the gentleman that we tried to'bring housing at this
time within reach, so that we can get rid of the 400,000 housing overhang of unsold units, and thus create an incentive for the private
sector to build more housing.
I would continue by saying that the $469 million reduction in the
natural resources function eliminates about half of the stimulus provided by the committee, or about 15,000 jobs.
Mr. O'HARA. Mr. Chairman, I move to strike the requisite number
of words.
(Mr. O'HARA asked and was given permission to revise and extend
his remarks.)
Mr. O'IIARA. Mr. Chairman, I would like to have the attention of
the gentleman from Washington, the chairman of the committee.
CONFUSED

I am a little bit. confused here. I see that we are working on a resolution, House Concurrent Resolution 218, that consists of 11 lines on
page 1 and 9 lines on page 2, for a total of 20 lines of resolution. Here
we have a report, and it says that this is a report to accompany House
Concurrent Resolution. 2i8, setting forth, "on .an aggregate basis
only," the congressional budget for the'U.S.. Government for the
fiscal year 1976.
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Mr. ADAM.%S. The gentleman is correct.
Mr. O'HARA. Yet I hear people talking about all kinds of different
things, caps and housing acts. Is that to suggest that all of this matrial with respect to functional categories that is in the committee
report is, in fact, a part of the resolution and will become law?
Mr. ADAMS. No, it is not part of the resolution. It is the basis for
the debate on the floor and is to provide targets for the authorizing
committees and the appropriating committees in terms of what their
S action will produce as it relates to the macroeconomic resolution;
namely, a deficit or surplus for the coming year.
Mr. O'HARA. But the actual resolution is just a macro figure?
Mr. ADAMS. That is correct, and that is all that the amendments
address themselves to.
However, as we cross-walk back during the summer into the various
...-ntithorizing-and-al)prol)riating- eoinmitteest-the-committee ..will-do the

best it can to indicate how the debate indicated that the money should
be spent.
TARGETS NOT BINDING

The legislative history explains the targets, but it is not binding on
the committees, authoAzing or appropriating.
Mr. O'HARA. I thank the Chairman, the gentleman from Washington. With regard to some of these so-called caps, the legal situation, as
I understand it, is that the law as it is.now on the books would call for
comparability increases in Federal pay, cost-of-living increases in
Federal retirement, and cost-of..living increases for social security
beneficiaries. Judging from the answer the 'gentleman from Washington gave me, there is nothing in the resolution that would have the
effect of changing the lawss that require these increases.
Mr. ADAMS. The gentleman from Michigan is correct. Unless the
Congress acts through its authorizing committees the so-called cap
could not take effect, and there is nothing in this resolution that can
change e that.
Mr. LANDRUM. Mr. Chairman, will the gentleman yield?
Mr. O'HARA. I yield to the gentleman from Georgia.
Mr. LANDRUM. &Mr. Chairman, I appreciate the gentleman's
yielding to me, and although this may not have anything to do with
the problem the gentleman from Michigan has brought up, I did ask
the gentleman to yield so that I may respond to something the
gentlefftnfdfrom-Wa-shingtoSijr. Adams, said, at the time that we
were engaging in our colloquy, and at which point the time had expired.
AMENDMENT WOULD CUT PROGRAMS

Mr. Chairman, the gentleman from Washington (Mr. Adams)
indicated that the reduction proposed in my amendment would cut
specific programs. What I asked the gentleman, and what has not
been said here, and what cannot be said here, is that in my amendment
I propose no cuts, no cuts that I propose go to any specific program
or to any specific jobs stimulus program in that function. It is up to
the legislative committees and the authorizing committees and the
function in the budget, and the chairman well knows that.
Mr. ADAMs. The gentleman from Georgia is correct.
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Will the gentleman from Michigan yield further?
Mr. O'HARA. I yield to the gentleman.
Mr. LANDRUM. I thank the gentleman.
Mr. ADAMS. The problem, as we all three are well aware of, is that
the deficit the President himself admits to is $60 billion. We have
reason to believe it is actually higher-around $68 billion. With
unemployment running at over 8 percent, a deficit of the size provided
in the gentleman's amendment simply provides for the existing
programs in the Federal Government and for the payment of unemployment compensation. So what I was replying to the gentleman
was that there is not enough room in the gentleman's figure to provide
any of the stimulus that is necessary.
Mr. LANDRUM. You do not have any money to start with, you
r
ARA. Mr. Chairman, before I continue, I wish to thank the
gentleman from Washington (Mr. Adams) and the gentleman from
Georgia (Mr. Landrum) for assisting in clarifying this matter.
COMMITIMEE MADE A MISTAKE

Mr. Chairman, I am pleased to find that we are not adopting any
of the specific assumptions that the Committee on the Budget may
have made when they adopted the resolution. I do think the Committee on the Budget made a mistake in assuming that the Congress
was going to change the law that required cost-of-living increases in
retirement or social security, and comparability increases in Federal
pay, and I intend to support the amendment offered by the gentleman
from Massachusetts (Mr. O'Neill).
Mr. ARMSTRONG. Mr. Chairman, I move to strike the requisite
number of words.
(Mr. ARMSTRONG asked and was given permission to revise and
extend his remarks.)
Mr. ARMSTRONG. Mr. Chairman, the House owes a debt of gratitude
to our colleague, the gentleman from California (Mr. Rousselot) for
bringing this issue into focus. Over and over in various forums and on
various occasions most of us have spoken approvingly of the idea of
a balanced Federal budget.
WHOLE SYSTEM WOULD TOPPLE

During the debate on this resolution we have heard the reasons
why it is imperative to control Federal spending in order to reduce
• the rate of inflation and to avoid the kind of economic crackup that
would disrupt the social institutions of the Nation and, indeed, topple
our whole system.
So it is not my purpose to dwell on economic considerations but
rather to ask this question: Are we really serious about balancing the
budget? Or is this just a concept intended to confuse our constituents,'
or a sop to those who are uninformed of true facts? Do serious men
who deal with serious issues-people like us who are the insiders,
who come to grips with the problems-really believe in budget balancing, or is this just some kind of myth to be taken seriously only
by dreamers or fools?

" -
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WISDOM AN" COURAGE TO BALANCE BUDGET

•.

I believe we can balance the budget if we have the wisdom and
courage to.do so. The place to start is here and the time is now, because
if we wait until a propitious time, if we wait until we have another
opportunity, if we wait until it is easy, if we wait until there will be
no sacrifice to balancing the budget, that moment will never come, as
anyone who has studied the fiscal history of this country already
knows.
I do not intend to minimize the difficulty of matching income and
spending. These have been discussed at great length. But the real
question is, Do we care enough to try? Is this a possible dream, or
are we just kidding ourselves?
e
. a~ofueiorow• family-lifeyhaya•wy• _e can balance
the family budget. There are a lot of us in business who 1avo-•-db-it•
year after year. There are many members of city councils and members
of boards of county commissioners-some who now serve in the House
of Representatives-all over the country. Those agencies have balanced budgets.
A lot of us came to the House of Representatives from State legislatures. And I remind my colleagues that 38 States of the Union
have constitutional provisions that require a balanced budget, not
just once in awhile, every 5 or 10 years, but every year.
I do not think it is impossible to balance the budget unless we are
willing to admit it is impossible. If we say it is possible, which is all the
pending amendment does, then we are on the road back to iscal
sanity.
I support the amendment and hope it will be adopted.
Mr. ROUSSELOT. Mr. Chairman, will the gentleman yield?
Mr. ARMSTRONG. I yield to the gentleman from California.
Mr. ROUSSELOT. I thank the gentleman for yielding.
CONSTRAINTS ON SPENDING PATTERNS

I appreciate the comments of my colleague, and I think he is correct
in saying that individuals, city governments, and State governments
all have constraints on their spending patterns. They cannot constantly expand their debt, as we do in the Congress. It is true further
that roughly 70 percent of this Congress campaigned last year for
the concept of a balanced budget, and I think it makes sense.
Mr. ARMSTRONG. I thank the gentleman for his comments.
Mlr. MCCOLLISTER. Mr. Chairman, will the gentleman yield?
Mr. ARMSTRONG. I yield to the gentleman from Nebraska.
Mr. MCCOLLISTER. I thank the gentleman for yielding.
I wish to compliment the gentleman on the good sense and the eloquence of the statement he has made, and I wish to associate myself
with his remarks.
Mr. ARMSTRONG. I thank the gentleman for his contribution.
Mr. Chairman, I yield back the remainder of my time.
Mr. SEBELIUS. Mr. Chairman, I appreciate this opportunity to
comment for the Record regarding House Concurrent Resolution 218.
I wish to associate myself with the remarks made yesterday by
my colleagues, the gentlemen from New York (Mr. Kemp), and from
California (Mr. Rousselot). In this regard I wish to make several
brief comments.
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VOTED AGAINST TAX CUT

First, I was one of the few in this body who voted against the tax
cut legislation considered here just a few short weeks ago. I did so
because I believed it to be inflationary and a serious mistake. Yet
when we reduced revenues by some $25 billion. I had hoped serious
considerations would then be given to the obvious need to reduce
Government spending by some reasonable amount during this budget
consideration process.
However, instead of serious consideration given to one of the most
important and historic pieces of legislation to ever come before this
body--our first opportunity to really monitor the budget and set
targets for spending-we are debating a foregone conclusion.
up shop in time for Members to make arrangements for special trips
to witness the Kentucky Derby than the subject at hand. The race
is on to quickly authorize a $72 billion, budget deficit with "add on"
estimates running about another $30 billion. I do not know who the
winner is going to be in the Derby but I know the losers here are
going to be the American people,
O *AY?

TO 8PEND WAY OUT OF INFLATION AND RECESSION

I simply do not see how we can spend our way out of inflation and
recession. As my colleague from New York (Mr. Kemp) pointed out
yesterday, if the recession is caused by inflation and inflation is caused
for the most part by the financing of the Federal deficit, how on Earth
will this budget proposal help the economy?
Although the figure is much lower in my district, I realize we are
experiencing unemployment near 9 percent and I recognize the seriousness of the current recession. The point I would make is that we are
going to make the situation much worse down the road.
The message I get from the businessmen and farmers in my district
is to simply get the Government off their backs and let them do the
job they are capable of doing. The credit necessary to fund this deficit
works at cross purposes with this goal. The money becomes unavailable
to business and it is only through the private sector that we can provide productive jobs and long-term stability.
TO GIVE IS TO TAKE

What the Federal Government gives to folks, it must first
from
folks and what we are doing here today is simply financing atake
gigantic
income transfer program where we take money out of the pocketbooks
of the 85 million working people of this Nation and transfer a lesser
portion of it to others through Government programs. These programs
already involve a cost-benefit ratio that many times is self-defeating
anid they involve future demands upon our children and grandchildren through deficit financing.
We have reached the point where the average American citizen must
give up one-third of his income to his Government, sees the purchasing
power of what is left eroded through Government-fostered inflation,
and faces a situation where he cannot plan his future or that of his
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children because of the lack of any kind of stability in our economy.
I rise in support of the amendment offered by my colleague from
California (Mr. Rousselot) and announce my intention to vote
against this proposed budget reduction.
Mr. BROOXS. Mr. Chairman. I move t(strike the requisite number
of words.
* (Mr. BRooKs asked and was given permission to revise and extend
his remarks.)
NEW PROCESS ELIMIN2ATES GUESSWORK ON BUDGET

Mr. BROOKS. Mr. Chairman, the first concurrent resolution on the

budget is, indeed, a legislative landmark, perhaps not so much for the
represents. This measure enables Congress to act more reasonably
and prudently in the management of the Nation's finances. We no
longer have to act without an awareness of the total fiscal picture.
This resolution and the Budget Control Act under which it was
formulated provides means to stem the tide of Executive erosion of
congressional prerogative. With it the Congress has created and implemented the mechanisms by which we can assert our role in setting
national priorities. We may not all agree with every part of this
resolution or the report that accompanies it, but it is a reasonable
and carefully constructed gage by which the Congress can assess
its actions against the totality of Federal income and expenditures.
Let me add that it seems quite clear to me that the legislative
conunittees and the appropriation committees will determine at all
times the dollar volume.of the amount that will be spent in any of the
priority programs on which we want to vote. The legislative and appropriations committees will make that determination. The Budget
Committee just totals up the committee decisions, and what we do
in legislative committees affects that total. That is what it will make
clear to the Congress. That is all that it will do. The Budget Committee will not make the priority decisions for committees. They are
not so empowered. It is not their job. They do not propose to do'that.
I think that we ought to remember that when we evaluate it. This
prOposal now is not binding. What will be done will be done by the
legislative committee and the Committee on Appropriations and
approved by this Congress on each item, but we should, as the Budget
Committee hopes we will, take cognizance of what effect those individual actions will have on the total budget.
IMPROVEMENTS IN CONGRESSIONAL CAPABILITY

For many years I have been concerned with improvements in congressional capability to deal with our complex budgetary structure.
Since the time I served on the Joint Committee on the Oreanization
of the Congress in 1965 until today, as I serve on the Joint Committee
on Congressional Operations and the House Committee on Government Operations, I have devoted a large part of my efforts toward
strengthening congressional control over budgetary decisions.
Mr. Chairman, the resolution before us today is a significant step
toward doing just that and I would urge its adoption.
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Mr. AvAMs. Mr. Chairman, *ill the gentleman yield?

Mr. 1woous. I am pleased to yield to the distinguished chairman,
the gentleman from Washingt.n (Mr. Adams).
k*
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ADAMS. Mr. Chairman, I thank the distinguished gentleman
from Texas for his statement. I would like to emphasize in this debate,
that we fully fit the budget process within the total institution of
the House, how important it is that the gentleman as chairman of
the Government Operations Committee has started the activity of
requesting each committee to conduct oversight over the programs
within
jurisdiction-fh~rt-l'nr
to determine if there
is waste. i-amg'••
It is also impor- .....
__anits
tUJh-~vt
-mmmttt"
thing on line items and agencies and particular programs basis
because it has been brought to the attention of this committee that
people have expected that the Budget Committee would make final
determinations on individual line items or programs.
As the gentleman has so eloquently stated in his speech, this is
the function of the authorizing and appropriating committees. The
Budget Committee can tell these individual committees whether
their actions will raise or lower the deficit, as was pointed out by the
gentleman from Michigan, with regard to caps on social security or
on military and civilian pay.

TARO=TS TO BE USED AS ARGMEENT

The caps happen to be within the jurisdictipn of the Committee on
Ways and Means and within the jurisdiction of the Committee on
Post Office and Civil Service and those committees must come to the
floor with their recommendations if they wish to have the caps enacted.
The Budget Committee target we are setting now will be used as part
of the argument, when any such bill comes up.
I thank the i entleman for his explanation. I am very pleased he
is here.
Mr. BROOKS. I thank the gentleman fr-om Washington.
Mr. K•piP. Mr. Chairman, I rise in support of both the Landrum
amendment and the Rousselot amendment.
(Mr. KEMP asked and was given permission to revise and extend
his remarks).
Mr. ADAM3S. Mr. Chairman, will the gentleman yrield?
Mr. KE•MP. I yield to the gentleman from Washington.
TIME PEMOD ON AMENDMENT
Mr. ADAMS. Mr. Chairman, is this on the Rousselot amendment
or on the Landrum amendment or on the Latta amendment? The
reason I need to know is if the gentleman is going to juggle one or
the others, I thought we might ask whether we could get a time period
on the Landrum amendment which is the first one up.
Mr. KEMP. I was rising in support of both the Landrum amendment
to cut the deficit and the Rousselot amendment to reduce it to zero
but I will be glad to yield to the gentleman for him to get his uhani-
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mous consent. I understand the gentleman does want some limit on
tke debate.
Mr. ADAMS. Mr. Chairman, I ask unanimous consent that we have
an agreement that the debate on the Landrum amendment and any
amendments, to it--not the Rousselot amendment or others but
the Landrum amendment and amendments to it, which I understand
~ is the first pending amendment-will conclude in 10 minutes.
The CHAIRMAN. Is there objection to the request of the gentleman
from Washington?
PARLIAMENTARY INQUIRY

. .
.
.
-,M r-.
The CHAIRMAN. The gentleman will state the parliamentary

Mn~r.*KEMP. Mr. Chairman, as I understand the request of the

gentleman from Washington (Mr. Adams), that time would niot be
taken out of my time.

The

CHAIRMAN.

The gentleman is recognized for his 5 minutes,

and then there will be 10 minutes beyond that time.
Is there objection to the request of the gentleman from Washington?
There was no objection.
MAJOR PRE

OF DEBATE

Mr. KEMP. Mr. Chairman, I take this time to address what I

consider to be the major premise upon which this debate is taking

place today.
Let me miiy, parenthetically, I think Members on both sides of the
aisle and ont both sides of this issue today have argued logically from
their given premises. The divergence has arisen over the basic premise
upon which this resolution rests and that is the notion that the $73
billion projected deficit will create jobs.
What a preposterous premise; and if it were true, we should double
the deficit. What a mistake to tell the American people that unless
the Government borrows their money and spends it publicly, it
will not be spent or spent as effectively or wisely.
I want to reiterate the point which I made in debate yesterday:
In the last 5 years there have been $150 billion of deficits, yet unemployment has gone from 4.5 percent to 9 percent. If Government
spending creates jobs, why is it that when we have doubled the budget
in the last 5 years and drastically increased the deficits we have more
unemployment today and more than we had since the 1930's? It
took 187 years for the Federal Government to reach a $100 billion
annual budget. It took 9 years to reach a $200 billion annual budget.
And, it took only 3 years to reach a $300 billion budget.
BUDGET DOUBLING EVERY 5 OR 8 YEARS

At the rate we are going we will be doubling the budget about every
5 or 6 years. Deficits do not create jobs. They destroy jobs. Unemployment is climbing.
I rise today specifically in behalf of the amendment offered by the
gentleman from California (Mr. Rousselot) and the amendments

.
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offered by the gentleman from Georgia (Mr. Landrum), and Mr.
Latta of Ohio, all designed to reduce the size of the deficit. Why?
Because for every $10 billion of deficit spending in this country, there
are 500,000 housing units which will not be built and 1 million primary and 2 million related jobs that will not be created because of
Government borrowing.
The great problem in America today is the shortage of investment
capital. Forty-three percent of all private income goes into the public
sector of Government. The public sector is strangling and suffocating
the growth of capital which is the oxygen supply of this country's
economy.
An-artiole-this morning-in the Wall Street Journal shows that S......
earnings in the first quarter of this year have fallen 21 percent. As
profits fall, capital investment falls. As savings are diminished by
Government borrowing, there is not enough money left for mortgages
and the expansion of construction that is so desperately important to
our economy.
JOBS AT STAKE

__

What is at stake is jobs. The question is: How do we create jobs?
It is not through deficit financing. The amendment of the gentleman
from California (Mr. Rousselot) is a chance to put as a target-as a
goal-a balanced budget. It is. something we all believe in, but it is
not enough to be for a balanced budget. We have to do a better job of
quantifying what it means in terms of jobs, a greater standard of
living, greater productivity, a greater supply of energy and a reduction
of poverty.
It. has been identified that we will be short of capital in the next 10
years between $1.5 trillion and $2.1 trillion. Yet, if we had enough
capital to overcome that shortfall, it would represent a 50-percent
reduction of the people now in poverty. That represents 20 to 25
million jobs. That represents about 30 million new housing starts and
about a 75-percent increase in real purchasing dollars-all of which
means a strong and stable increase in the standard of living of the
American people.
The solution is not to run the deficit into unmanageable proportions.
The solution rests in reducing deficits, moving toward a balanced
budget, recognizing that there must be some reform of tax lawswhich right now are biased against savings, biased against capital
investment, biased against the private sector. We must depend upon
ourselves to reach the very desirable goals everyone wants: put
people back to work, start housing, sell automobiles. If anybody is
thinking rebates are going to sell automobiles on a long-term basis,
they are absolutely wrong. If anybody thinks the new housing tax
creilit is going to sell enough new houses, they are wrong. At best, the
tradeoffs here will be a shell game.
What has to be (lone is to create in our tax laws the type of treatment that people logically will say they can expand and grow.
DEFENDING BIG BUSINESS

I do not want people saying, "Well, the trouble with you, Kemp,
you are just defending big business." Such a tactic is fraudulent
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and the plerpetration of a myth on the American worker. 'rile American
working people know if there is not enough capital, if there is not
enough profit, if there is not enough incentive to save and invest
in our country, there is not
enough
years. left to make the country what it
truly should i)e in the next 200
'ilbe CHAIRMAN. Members standing at the, time debate was limited
will be recognized for approximately 50 seconds each.
The Chair recognizes the gentleman from New York (Mr. Ottinger).
(.Mr. O'rTINOGER asked and was given permuiss.ioi to revise and extend

hi, remarks.)

[.Nir. (OrTiXNGER addressed the Comniittee. His remarks will appear
hereafter in the Extensions of Remarks.]
The CHAIRMAN. The Chair recognizes the gentleman from North
Car'olina (Mr. Martin).
(Mh'. MARTIN asked and was given permission to revise and extend
his remarks.)
1111l1) FUNCTIONAL INmCI.•IES TO 15 I11'IRCEN'T OVER FISCAL YEAR 19"75
Mi'. M.An'rTI. ,lr. Chairman, I rise to speak in support of the Latta
amueudnemit, and to point out that his target. of reducing the expected
.deficit to $54.1 billion can very readily 1)e achieved by the simple
ex)pedit'lnt of limiting those func.tional categories in the committee
report to an intreate( of no more than 15 percent over what they were
.in fi-ical year 1975. As shocking its that is, it is very simple to illustrate.
.Mhr. Chairman, the level o outlays proposed in the IHouse Concurrent .Resoluition 218 is high, and in rising to support the amendment

by o tr colleague froin Ohio, 1 wish to suggest how high the level
I'011112 is.
The concurrent resolution prol)oses all increase of 17.5 percent over
the estimates for fiscal 1970,. If we go through, category' by-ategory,
the concsurrent resolution recommends 15 percent or higher increases
in seven major categories; euaergy, resources, ain(l environment; cornInunity development; manpower, education, and welfare; health; income security; commerce and transportation; and general gove'rnmenlit.
"CAPOQN CA-EGORIES OUT o0 OIl)El
I had thought of seeking adoption of an amendment putting a 15

percent t "cap'' on cat eorie$ of out lays, but the distinguished chairman
of the Hlouse Buidget Comimiit tee has• determined that atiS" such specific
limitation would te out of order. If we had such a cap and selected
either 115 percent. of 1975 estimates or the recommendations in the

resolution, whichever would be lower, total recommended outlays
would be $352.128 billion. 'ithat is roughly $16.1 billion below the
(commnlittee's recotlltnenldations in the resolution antd would involve
Ine(t'l a 15 percentlimit op increases. Tihat 15 percent is, as we know,
,consi(erably higher than the interveening increase in the consumer
price increase.

Mv own calculations leading to the idea of a 15-percenit cap and
the desirability of adopting thelower of the capped figure or the House
.Concarrent Re.phlqtipn 218 fAguyre point to a $352 biTlion level of out-
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lays. That is in the same ballpark as the figure-$350.5 billion-in
the Latta amendment and I therefore have no hesitation in supporting
the latter, as a substitute for the higher level of spending proposed
by the committee.
HARD EXPLAINING TO DO

Tire Latta amendment comes close to providing a 15-percent (cop.
In supporting it I know I will have some hard explaining to (1o bawk
]home as to whIy I Supported a 15 per(.ent increase in Federal spending.
But, 1 know I could not go hack home and justify having voted to
refuse to limit Federal spending to a 15 percent increase over last year.
To emil)hasize what capping expenditures would mean, I submit for

the Record the following table of outlays. The figures are in billions
of dollars:
Item

Defense...
International

Technology, science, space .......................
Energy, resources, environment ................
Agriculture.
...........................
Commerce trnsipo tion ......................
Community development .......................
Education, manpower, welfare ...................
Health......................................
Income security ...............................
Veterans .....................................
Law enforcement, Justice .......................
General government ...........................
Revenue shain ...................
Interest ............................
Allowances
.............
Undistributed ollsetting ocolpts .............
.
Total ..................................

1975
estimate

115 percent
of 1975

$85,4.2/6
853

$985,381
067

Committee
resolution Lower

,736 ResolDo.ution.

4 183
4,810
9,412
10,824
.1773
2,039
11: 79
13, 5
4,887
5620
14,714
16,921
.26,486
30,459
106, 702
122, 707
15,466
17, 78
3,026
3,480
2,646
3,043
7,033
8,8
31, 331 .............
... ........
(16,839) .............

4,900
4,599
11,548
1816
19,810
9,498
0,26
30, 702
123 915
17,469
3,363
3,350
7,249
35,000
050
(161,193)

313,445 ..............

368,236

Do.
15 percent cap.
Reslution.
15percent cap.
Do.
Do.
Do.
Do.
Resolution,
Do.
15 percent cap.
Rvsolution.

If we were to accept, the recommendations in House Concurrent
Resolution 218 except to the extent the recommendations exceed 1] 5
percent of estimated 1975 expenditures, that would cut the recomnmendations back to $352.128 billion dollars, reducing spending by
$16.1 billion and the deficit by about that amount. Such a cap would
mean we would allow agencies to increase their spending by 15
percent, but no more. That would be fairly easy to justify back
home, or, at least, a lot easier than to try to justify voting against.
such a cap.
Since the amendment of the gentleman from Ohio would accomplish an effective 15 percent cap, I support it.
The CHAIRMANA. The Chair recognizes the gentleman from California
(Mr. Leggett).
(Mr. Leggett asked and was given permission to revise and extend
his remarks.)
A31ENDIMENT DOES NOT (JO FAR ENOUOGI
TMr. LEOGETT.

Mi'. Chairman, the isstie before its on the Landrum

amendment-which is not a neanderthal amendment at all, I say to my
friend, but a good amendment, although it, does not go far enou ghiif we agree to it, we will have an extra half million unemployed. That
is what our econometric models indicate.

,,
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He take part of the stimuli of the committee, but the committee.
has rejected a lot of the stimuli proposed by the balance of the Congress so that the committee position is already a compromise.
To vote a compromise and risk a possibility of an additional 400,000 or 500,000 unemployed is a risk I do not think we should take. I
think we ought to target toward the 7-percent figure and shy away
from the 8-percent figure. And therefore the Landrum amendment
should be defeated.
0
-

The

CHAIRMIAN.

The Chair recognizes the gentleman from Florida

(Mr. Gibbons).
(Mr. Gibbons asked and was given permission to revise and extend
his remarks.)
Mr. G oBNoss. Mr. Chairman, as all of us know, this is a very
complex matter. 1 have decided to stick with the committee oi thLs.
HAPPY MEDIUM BETWEEN FORCES

The committee bill must be good because on both sides there are
those who say the committee bill is too high, and others who say the
committee bill is too low. The committee tried to strike a h'a1pply
medium between the forces that govern this House. The committee
tried to add enough stimulus to get us out of the recession or neat
depression which we are in now, and tried not to add too much stimulus to take us off into another inflationary spiral.
The stimulus that was added by the committee, and of course,
these are just illustrative matters and not definitive matters, and
must be defined in future legislation, is a relatively short-term stimulus and is needed, 1 l)elieve, to (1o the job.
The CHAIRMAN. hle Chair recognizes the gentleman from California
(Mr. Rousselot).
Mr. RoussELo'r. Mr. Chairman, I have basically made my point
as relates to my own amendment. In all amendmet.s that help
*reduce both the expenditure level and the deficit level, I support,
because it moves tins Congress closer to fiscal responsibility.
The CHAIRMAN. The Chair recognizes the gentleman from North
Carolina (Mr. Broyhill).
(Mr. Broyhill asked and was given permission to revise and extend
his remarks.)
[Mr. BROYHILL further addressed the Committee. His remarks will
appear hereafter in the Extensions of Remarks.]
(By unanimous consent Mr. Wright yielded one-half of his time to
Mr. Landrum and one-half to Mr. Adams.)
(By unanimous consent, Mr. Landrum yielded his time to Mr.
Adams.)
The

CHAIRMAIN.

The Chair recognizes the gentleman from Ohio

(Mr. Latta.)
(Mr. LATTA asked and was given permission to revise and extend
his remarks.)
Mr. LAT'TA. Mr. Chairman, I wish to comment the chairman of
the committee and the members for the work it has (lone, and this
includes the staff. 1 know that this has been a very difficult task.
There are disagreements over the figures, but I think on the overall
objective, everybody is in agreement.

I
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A REALIST ONN BALANCED BUDGET

Mr. Chairman, I would like to say I have proposed an amendment
which would give us a way we can reduce the deficit. As I indicated
when the gentleman from California was speaking, I, for one, would
like to see a balanced budget. But I am also a realist. I know that is
impossible in fiscal 1970. So we have to go for something in between,
and that something in between is the amendment I have proposed.
Mr. ADAMS. Mr. Chairman, I have already stated my position on
*theLandrum amendments. I wouhl ho1) we could move now to vote.
The CHAIRMAN. The question is one the amendments offered by
the gentleman from Georgia (Mr. Landrum).
The question was taken; and on a division (demanded by Mr. Lan-

.(rum) there were-ayes 36, nays 31.

RECORDED VOTE
Mr. ADAMS. Mr. Chairman, I demand a recorded vote.
A recorded vote was ordered.
The vote was taken by electronic device, and there were-ayes
227, noes 180, not voting 25, as follows:
[Roll No. 16s1

AYES--227
Abdnor
Anderson, I11.
Andrews, N.C.
Andrews, N. Dak.
Annunzio
Archer
Armstrong
Ashbrook
Bafalls
Bauman
Beard, Tenn.
Bedell
Bell
Bennett
Bevill
Blester
Bowen

Breaux
Breckinridge
Brinkley
Broomfleld
Brown, Calif.
Brown, Mich.
Brown, Ohio
Brovhill
Bueihanan
BurgenerFla.
Burke,

Burleson, Tex.
Burlison, Mo.
Butler
Byron
Carr
Carter
Casey

Cederberg
Chappeil
Clausen, Don 11.
Clawson, Del.
Cleveland
Cochran
Cohen
Collins, Tex.
Conable
Conlan
Coughlin
Crane
D)'AmouNr.
D)aniel, Dan
Daniel, Robert W., Jr.
Davis

de b Gnrza
l)elaney
Derrick
Derwinski
Downing

]lhimean, Tenn.

dul'ont

I iarly
Edwards, Ala.
Em:merv
1English
I Izrlenborn
E]sel
Eshleman
J'vans, Ind.
Fenwick
Findley
Fi.,h

Fithian
Florio
Flowers

Flynt
Forsvthe
Fouitat'n
Frenzel
Frey
Fuqua
Gnydoi
Ginn
Goldwater
Goodling
Gradison
(;rasslhy
(htyver
I lagedorn
lI111(.y
lHanilton
I lainnierschzindt
I lar-bha
Ilastinigs
II bert
Ilefner

Heinz

I henderson
Illghtower
111 is
l11131Mw
Ilolland

10olt
Howe
Hlubbatd
Ilughe,-s
Ilutchinson
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Hyde
chord
Jacobs
Jarman
Jeifords

Jenrette
Jo'hnson, Colo.
Johnson, Pa.

Jones, Ala.
.

Jones, N.C.

IOIda.
J(tiIs,

Jone%, Tenn.
K:L,,ten

Kelly
Kem)
Ketchurn
HindneKrujesW
],11Fnlice

L],gomarsino

Landrum
Liat ta

levitam
Litton
Llovd, Tenn.
Lonlg, Md.
Lott,
Lujan
McCory
.McClo-key

'McCollister
.icl)onald
Mcl,'wen
McKay
McKinney
Mahon
.Martin

Mathis
.Mazzoll
Ahzi.g
Adzius

Addabtho
Alexander
Aml)ro
Andersim, Calif.

Melcher
Michel
Milford
Miller, Ohio
Mitchell, N.Y.
Montgomery
Moore
Moorhead, Calif.
Mosher
Motti
Murphy, N.Y.
Murt6h
Myers, Ind.
Myers, Pa.
Natcher
Neal
Nichols
O'Brien
Patmmn

Perkins
Pickle
Poage
Pressler
Prayer
Pritchard
Railsback

Randall
Regular
Rhodes
Roiwrt..

Robinson
ROIPSe
IRose
Roush

Rousselot
Runnels
ltuppe
Santini
Sarasin

NOES--18(0
Brodhead
Brooks
Burke, Mnss.
Burton, Johl L.
Burton, Phillip
Ca rnev

Chishlthn

AuCoin
Badillo
BIalddiA
Barrett

Collins, Ill.
Conte
Conyers
Corlman
Cornell
Cotter
Daniels, Dominick V.
D)anielson
])ellums
D)ent
])ickin.on
Dingell
D)odd
Downey

Beard, 11.1.
B1 rgland
Binghrini
BkIzchlard
Blo~uinl

Boland
Bonker
Brademas

Steel or, Wi4,
stehenls

Stuckey
Sulliivan
Symington
T alcott
Taylor, Mo.

'i11alor, N.C.
Teague
Thone
'rreen

V'ander Jagt
Wtaggotner
Wampler

White
Whitehurst
Wilson, Charles, Tex.
Wolff
WVydler
Wylie
Yatron
Young, Alaska
Zeferetti

Satterfield

Ashh'y
A.-Ipin

B]allcliC

Mchneeheli
Schulze
Sebelius
Sharp
Shuster
Sikes
Skubitz
Slack
Smith, Nebr.
Snydcr
Spence
Stanton, J. William
Steed
Steelman
Steiger, Ariz.

Drinan
I )unean, Oreg.
Eckhardt
1,dgar
.dwards, Calif.
Lilberg
I.vans, Colo.
Fascell
Fisher

Flood
Folev
Ford, Mich.
Fraser
Fulton
Oiainto
ii()bomn

Gilman
Green
Gude
11a1l
1lanley
l annuford

8S0
Rlarkin
Harrington
Harris
Hawkins
Hayes, Ind.
]lechler, W. Va.
Heckler, Mass.
Ilelstoski
Hicks
Hloltzman
Hlorton
Howard
Johnson, Calif.
Jordan
Iarth
Kawtenneier

Kazeni
Keys

Koch
Krcbs
Leggett
1,Ah man
Lloyd, Calif.
Lon*q, La.
Mcuormack
Mcl)ado
McFall
Mcllugh
Macdonald
Madden
Maguire
Matsunaga
IMeeds
Metcalfe
Meyner
Mevinsky

Minish
Mink
Mitchell, Md.
Moakley
Moffett
Moorhead, Pa.
Morgan
Moss
Murphy, Ill.
Nedzi
Nix
Nolan
Nowak
Oberstar
Obey

Udall

Patterson, Calif.
Pattison, N. Y.
Pepper

Peivser
Pike
R~euss

Richmond
RI(egle
Rinaldo
Itlsenhoover
Rodlio
Roe
Roncallo
Roonev

Rosenihal

Blaggi

I)igg
Evins, Tenn.

Ford, '1Tenn.
Gonzalez
Hansen

Stokes
St rat.toin
Studds

Patten

NOT VOTING-25
Hays, Ohio
hlungate
Madigan

Burke, Calif.
Clancy

Stark

Th'ornton

O'Neill
Ottinger

Mhikva

Boiling

Molurz
Spellhan
Staggers

O'Hara

Rostenkowski
Roybal
RuSso
13ya1
St Germain

Miller, Calif.
Mineta

Sprbnnes
8cheuer
Schrouder
Seiberling
8iinon
Sisk

M-fills

Mollohan
Price
auillen
R angel
ecs

Traxher

i'llnianl),,rlln.
Van
Vander Veen
'anik
Vigorito
Walsh
Waxinan
Weaver

Whalen
Wilson, Bob
Wilson, Charles H.,.

Calif.

Wirth
Wright
Yates.

Yoing, Cra.

Young, Trex.
Zablocki

Rogvrs
Shiphly
Shrivwr
Stanton,
W~hltten Jalmies V..
Wiggins
Young, Flit.

So
amendments
agreed to.pairs:
Thethe
Clerk
announcedwere
the following
On this vote:
Mr. Prico for, with Mrs. Burke of California against.
Mr. Shilley for, with Mr. Rangel against.
Mr. l,,vins of Tennessee for, with Mr. )iggs against.
Mr. Quillen for with Mr. Mollohanit against.
Mr. Young of Florida for, with Mr. flees against.
The result of the vote was announced as above recorded.
Mr. ADAMS. Mr. Chairman, my understanding is that the amend-.

ment now pending is the Reuss amIendment. which perfects the O'Neilli
amenildnent in the nature of a substitute. Is that correct?
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The CHAIRMAN. That is correct.

Mr.

ADAMS.

Mr. Chairman, on that I ask unanimous consent that

*all debate cease immediately.
The CHAIRMAN. The question is on the unanimous-consent request
.of the gentleman from Washington that all debate on the Reuss
amendment cease now.
Is there objection to the request of the gentleman from Washington?
There was no objection.
The CHAIRMAN. Tihe question is on the amendment offered by the
gentleman from Wisconsin (Mr. Reutss) to the amendment in the
nature of a substitute offered by the gentleman from Massachusetts
(Mr. O'Neill).
The question was taken; and the Chairman announced that the
noess appeared to have it.
RECORDED VOTE
*Mr.REUSS. M•'. Chairman I demand a recorded vote.
A recorded vote was ordered.
The vote was taken by electronic device, and there were-ayes
277, noes 128, not voting 27, as follows:
foUll No. 1609
.Abzug
Adams
Addabbo
Alexander
Ainbro
Anderson, Calif.
Anderson, Ill.
Andrews, N.C.
Andrews, N. Dak.
Annunzlo
Ashley
Aspin
AuCoin
Badillo
Baldus
Barrett
Baucus
Beard, R.I.
Bedell
Bennett
Bergland
Biester
Binghain
Bhanchard
Blouin
Boland
Boiling
Bonker
BrademaA
Brodhead
Brooks
Broomfield
Brown, Calif.
Broyhill
Buchanan
Burke, Fli.

AYES-277
Burke, Mass.
Burlison, Mo.
Burton, John
Burton, Phillip
Byron

Carnoy

Carr
Chappell
Chisholm

Clausen, Don I1.

Clay

Cleveland
Cohen
Collins, Ill.
Conlhn
Conte
Conyers
Corman
Cornell
Cotter
Coughlin
] )'Amnours
Daniels
])o11'nick V..

Danielson
Davis
de la Garza
D)elaney
Delluins
])ent
Derrick
Derwinski
Dingell
Dodd
Downey
Drinan

du Pont
Early
Eckhardt
Edgar
Edwards, Ala.
Edwards, Calif.
Eilberg
Eshleman
Evans, Colo.
E'van
Fasceif Ind.

Fenwick

Findloy
Fish
Fisher
Fithian
Flood
Florio
Flowers
Foley~~ih

Ford, Milch.
Forsytho
Fountain
Fraser
Fulton
Fuqua
Gaydos
Gialmo
Gibbons
Gilman
Gooding

Grassley
Green
Oude
Guyer
Hafl
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Matsunaga
Mazzoll
Melcher
Metcalfo
Meyner
Mezvinsky
Mikva
Miller, Calif.
Mindta
Minish

Hamilton
Ilanley
Hlannaford
Ilarkin
Harrington
Harris
Hawkins
,,ayes, Ind.
.echlor,W. Va.
Heckler, Mass.
Jlefier
Hleinz
Hlelstoski
Henderson
Hicks
hullls
hhinshaw
Hlolland
Hloltzman
IHorton
Howard
Hlowe
HIughes
Jacobs
Jeffords
Jenretto

AMink
Mitchell, Md.
Monkley
Moffett
Moorhead, Pa.
Morgan
Mosher
MosS
%'Iottl
Mutphy, Ill.
NMurphy,, N.Y.
Murtha
Natcher
Neal
Nedzi
Nix
Nolan

Johnson, Calif.

Jones, Alit.
Jones, N.C.
Jordan
Korth
Kast4enmeier
Keys
Koch
Krebs
Krueger
LaFalco
Latta
Leggett
Lehman
Lent
Litton
Lloyd, Calif.
Long, Md.
Lujan
McClory
McCloskey
McCormnack
McDade
MeFall
Mcllugh
McKay
McKinnev
Macdonald
Madden
Maguire
Mann
.Martin

Nowak
Oberstar
Obey
0'llara
O'Neill
Ottliger
Patten
Patterson, Calif.

Pattison, N. Y.
Pepper
Perkins
lP(,yser
Pike
Pres.ler
Preyer
Rhu'dall

Rev.;
Re(gula
lieuss
w

Rhodes
Richmond
Jfiegle
B inaldo
Risenhoover
Rodino
Roe
Roncalio
Rootey
Ro1e
Rosenthal

Roush
Roybal
Rtusso

St Germain
Santini
Sarasin
Sarbanes
Scheuer
Schroeder
Selberling
Sharp
Sikes
Simon
Sisk
Skuhltz
Slack
Smith, Iowa.
Snvder
Solarz
Spellman
Staggers
Stanton
J. Wifliam
Stark
Stokes
Stratton
Studds
Svmington
'laleott,
TIaylor, Mo.

Talhor,
N.C.
1,101hpolliSi
'rhonepf

I

'rraxler
V111 i)ecrlin

Vander Veen
Vanik
Vigorito

Weaver
Whiialen
Wilson,
Charles II.,
Calif.
Wilson,
(',h...

:4,Tex.

Wirth
Wolff
Wvdler

YaItes
Yat ron
Young Ga.
Zabloeki

Zeferetti
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Abdnor
Archer
Armstrong
Ashbrook
Bafalis
Bauman
Beard, Tenn.
Bell
Bevill
Boggs
Bowen
Breaux
Breokinridge
Brinkley
Brown, Mich.
Brown, Ohio
Burleson, Tex.
Butler
Carter
Casey
Cederberg
Clawson, Del
Cochran
Collins, Tex.
Conable
Crane
Daniel, Dan
Daniel, Robert W., Jr.
Devine
Dickinson
-)owning
J)uncan, Oreg.
Duncan, Tenn.
Emery
English
E/rlenborn
Esch
Flynt
Frenzel
Frey
Goldwater
Gradison
liaggi

,.
•..

Burgener
Burke, Calif.
Clancy

Evlns, Tenn.
Ford, Tenn.
Gonzales
Hanson

NOES-128
Hagedorn
Haley
Hammerschmidt
Harsha
Hastings
116bert
Hi ghtower
Holt
I futchinson
Hfyde
Iehord
Jarman
Johnson, Colo.
Johnson, Pa.
Jones, Okla.
JonIes, Tenn.

Kasten

Kazon

Kelly
Kenp
Ketchum
Kindness
],agomarsino
Landrum
Levitas
Lloyd, Tenn.
long, La.
Lott
MeCollbkter
Mc Donald
McEwen
Madigan
"Mahon
Mathis
Michel
Milford
Miller, Ohio
Mitchell, N.Y.
Montgomery
Moore
Moorhead, Calif.
M yer, Ind.
M1yers, Pa.
NOT VOTING-27
Lays, Ohio
Hubbard
Ilungato
Mills
Mollohan

Price

9uillen
angel
Rogers

Nichoig
O'Brien
Passman
Pickle
Poage
Pritchard
Qule
Rallsback
Roberts
Robinson
Rostenkowski
ltousselot
Itunnels
Ruppe
Satterfield
Schneebeli
.Schulze
Sebelius
Shuster
Smith, Nebr.
Ste( d
Steelman
Steiger, Ariz.
Steel~er, Wis.
Steophens
Stuckey
Sullivan
Symnins
Thornton
Treen
Ullman
Vander Jagt
Wagonner
Walsh
Wampler
White
WhltehurAt
Wilson, Bob
Winn
Wright
Young, Alaska
Young, Tex.

Ryan

Shipley

ShrAver
Spence
Stanton, James V.
Toague
Whitten
Wiggins
Young, Fla.

So the amendments to the aniendnient in the nature of a substitute
was agreed to.
The result of the vote was announced as above recorded.
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PARLIAMENTARY INQUIRY

Mr. ADAMS. Mr. Chairman, I have a parliamentary inquiry.
Mr. CHAIRMAN. The gentleman will state it.
Mr. ADAMS. Mr. Chairman, I am inquiring as to the order of voting
-on the presently pending amendments. Is it correct that the next
amendment to be voted on is the Rousselot perfecting amendment to
the Latta substitute?
The CHAIRMAN.

The gentleman is correct.

Mr. ADAMS. Mr. Chairman, on that I would ask unanimous consent
that, all debate on the Rousselot amendment cease in 10 minutes.

rhe CHAIRMAN. Is there objection to the request of the gentleman

from Washington?
There was no objection.

The

CHAIRMAN.

Members standing at the time the unanimous-

-consent. request was made will be recognized for 50 seconds each.
The Chair recognizes the gentleman from Alaska (Mr. Young).
(By unanimous consent, Mr. Young of Alaska yielded his time to
Mr. Symms).
The' CHAIRMAN. The Chair recognizes the gentleman from Idaho
(Mr. Symms).
(Mr. Symms asked and was given permission to revise and extend
]i'S remarks).
Mr. SyhiMis. Mr. Chairman, 2 plus 2 is 4, not 22.
TIRUTHI IN LABELING; TRUTH IN MATlIEMATICS

The Rousselot amendment seeks to bring back not only truth in
labeling, but truth in mathematics. I would urge the Members to vote
for the Rousselot amendment.
Mr. Chairman, there is only one or two places we can get this
money. We have already covered it here quite extensively in the debate
yesterday and the debate earlier today. The gentleman from New
York (Mr. Kemp), the gentleman from California (Mr. Rousselot),
and the gentleman from Colorado (Mr. Armstrong), and others have
point ,3d this out very well. We are going to borrow the money from the
private capital markets and dry up jobs. If we have a $100 billion
-deficit or a $7 billion deficit or whatever, we are going to print the
money. We in the Congress are the group of people that have the
ability to take paper, a perfectly good commodity, and ink, another
good commodity, and slap the ink on the paper and make it worthless.
-Thisis exactly what has been happening, the erosion of the value of
the dollar, as it goes down, down, and down. Now is the time to stop
inflation. Inflation is simply the expansion from within. Inflation of
the money supply is coming from deficit spending, and it is leading this
country to increased joblessness and a slowdown of the economy, and
.on and on and on.
HONESTY IN GOVERNMENT
Now is the opportunity for those Members here today to record that
'they would at least like to have a goal of honesty in Government and
that two plus two equals four in arithmetic and a balanced budget.
Tho CHAIRMAN. The Chair recognizes the gentleman from Maryland
(Mr. Bauman).
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(Mr. Bauman asked and was given permission to revise and extends
hisMr.
remarks.)
BAUMAN. Mr. Chairman, I rise in support of the substitute'
offered by the gentleman from California (Mr. Rousselot) which would
give this country a balanced budget. I commend him for his initiative.
in this matter. In this time of recession he recognizes that it is more
essential than ever that we put the Nation's fiscal house in order. That
his
amendment
Will such
accomplish. A balanced budget and budget
deficits
have become
political footballs I think it. appropriate to
look at what a balanced budget would mean for the people of the
United States. While a balanced budget will not be a cure-all for our
economic and social problems, it would bring direct benefits which we
should examine objectively before we reject the idea as being simply
another political slogan.
FUNDS TO PRIVATE SECTOR MORE STIMULATING

The first benefit of a balanced budget would be the release of $58.5
billion-or $69.6 billion or $73.2 billion-for use by the private,
productive sector of the economy. The availability of funds to the
private sector would be far more effective in terms of stimulating the
economy than a similar amount in a government deficit. A government
deficit might be used to create a few make-work jobs, it might hire a
few more government employees.
But a similar amount of money released to the private sector could
purchase tools of production essential to the creation of permanent,
productive jobs-jobs which contribute to the strength of the economy.
That is the road to a genuine economic recovery.
The second major benefit of a balanced budget will also be felt in the
capital markets, but in a slightly different way. There will be an
immediate reduction in the upward pressure on interest rates which the
financing of a large government deficit always brings in its wake. This
will mean that private borrowers-from the corporation seeking to.
expand, to the homeowner seeking a loan for improvements or repairs,
to the worker seeking to make a major purchase-will have to pay
less for the use of the money needed for expansion and productivity.
PEOPLE UNDERSTAND ABOUT DEFICITS

The lesson has been slow to sink in with most politicians, but by
now most of the people of the United States understand quite well that
the old sophistry about deficits-that they (o not matter because
"we owe it to ourselves"-just is not true. We owe it to very specific
people, to purchasers of Government bonds and notes, and we are
paying billions of dollars annually in interest because of this debt.
Mr. Chairman, the most important benefit of a balanced budget is
the clean signal it will give to the American people that their Government is starting to get serious about fighting inflation. Budget deficits
incease inflationary pressures. With the Government going into the
money markets to finance the deficit, the pressure becomes well-nigh
irresistible for the Federal Reserve to increase the money supply.
Without an increase in tle money supply, there will be little for
private borrowers after the"Feds get their share.

i~inflmm.m.m.~
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Some people still recognize that this Federal finance structure
depends for its existence on some wealth in the private sector to be
taxed. Without that productive base, all our bud get projections and
deficits and talk of priorities are simply moot.
TURNING DOLLAR INTO PLAY MONEY
When we increase the money supply without a corresponding
increase in real productivity we are turning the dollar into play money.
We reduce the purchasing ower of each dollar in circulation in tie
economy. We thus reduce tie real income of each one of our citizens,
working a nearly intolerable hardship on citizens living on a fixed
income, particularly the elderly.
Anybody who believes that a new round of deficit spending will not
bring on a new round of inflation is simply not living in the real world.
An inflationary psychology has already gripped this country.. This
means a disinclination to save or to invest, in the realistic beflef that
the value of savings will be worth less. But without savings and
investment we cannot hope to build a foundation for a genuine
economic recovery on this country. We may have a short period of
artificial boom, but the next step is a plunge into a deeper recession.
NEW RECESSION CAN'T BE AVOIDED
A new recession? I do not see how it can be avoided. Last Friday's
Wall Street Journal carried an excellent article by James P. Ganion,
based on a survey, of leading academic, business forecasters, executives,
and other analysts. The overwhelming consensus was that the current
recession had its roots firmly in the previous years of inflation. The
inflation distorted statistics, making forecasts ddifficult. It eroded the
purchasing power of consumers.i It bred a buy-and-stockpile Psychology among businessmen, leading to the bloated inventories which
have swelled the unemployMent lines. And it brought an overreaction
from the Federal Reserve, leading to the "tight money" policy which
has made the recessionary pressures that much more extensi•0e.
We must ask why, in the midst of a recession which most experts
ngree was brought on by inflation, do we approve a budget with the
most massive l)eacetime deficits in history? Do we start a new round
of inflation which is almost certain to lead to a deeper recession in the
near future? I think not. I think the time has come for us to step back
and understand the way things work in the real world. Such an
understanding should lead to a vote for a balanced budget, the first
step in putting our own house in order and beginning to build a new,
productive, stable economy for the people of the United States.
OPPORTUNITY FOR CONGRESS TO BE IIELD ACCOUNTABLE
NMr. Chairman, our new budget procedure offers us an opportunity
to see the budget in its entirety, in a context which makes it possible
for us to assess its impact on people and be held accountable to them
for what we do. The people will be watching how we vote on this
issue. They will be taking note of whether we wish to plunge the
United States into a new round of deficits and inflation, or whether
we want to make a commitment to a new era of stable productivity.
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The people are aware that nearly 40 percent of their income is now
taken from them by government at all levels. They are aware that
new deficits mean "the destruction of the purchasing power of the
income they have left over after government takes its bite. They are
also aware that they are the ones who must pay for our mistakes.
Mr. Chairman, the benefits of a balanced budget are clear. A
balanced budget means more money available to the productive
forces in the American economy. A balanced budget means more

reasonable interest rates for those who want to build for the future.

It means the beginning of the end to the inflation which has wracked
and buffeted our people for so many years. A balanced budget will
allow our people once again to plan for the future with some assurance
that the future will hold brighter days. A balanced budget means
returning more economic (lecisionmakling power to the people rather

than gathering it into the hands of the Federal Government.
PIEOI'LE WOULD TIKE TO CARE FOR TIE31SELVES

The road back to stability and productivity will be a long and hard
one, with uncertainties which we can only guess at today. But restraint
spending means increased freedom of action and new options and
opportunities for the people of this country. The American people
had enough of the Government trying to take care of them. I think

most of the people would like to try taking (are of themselves for
awhile.
A vote for a balanced budget is the first, step toward giving tile
peoplee those opportunities. Mr. Chairman, I urge a yes vote on the
tousselot substitute. Trhe l)eople are watching.

The CHAIR.A-N\. The Chair recognizes the gentleman from California
(M.1r. Leggett).
(Mr. Leggett asked and was given permission to revise and extend
his remarks.)
Mr. LEGGETT. Mr. Chairman, I rise in opposition to the Rousselot
amendment.
CUT 3UST Co01B FROM DEFENSE
It sounds good, but it cuts $73 billion out of the spending. We only
have $93 billion of what we call controllable spending, and $63 billion
is in defense. Therefore, if we want to cut defense by two-thirds, in
spite of what they say, that is the only place where the reduction can
come from.

Mr. Chairman, I think the amendment is Ilooverism all over again.
It is going to result in 11.8 percent unemployed. In spite of the fact
that, 1 support a balanced budget, we cannot do it this way.
The CHAIR.MAN. The Chair recognizes the gentleman from South
Dakota (Mr. Pressler).
(Mr. Pressler asked and was given permission to revise and extend

his remarks.)
[Mr. Pressler addressed the Committee. His remarks will appear
hereafter in the Extensions of Remarks.]
The CHAIR.MA--N. The Chair recognizes the gentleman from Texas

(Mr. Wright).
(Mr. Wright asked and was given permission to revise and extend
his remarks.)
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Mr. WRIGHT. Mr. Chairman, I applaud my friend, the gentleman
from California (Mr. Rousselot) for wanting a balanced budget. All of
us want a balanced budget. All of us should work in that direction.
There are two reasons, however, why it is impossible under the
present situation to achieve that desirable goal by the gentleman's
amendment.
MUCH OF BUDGET FROzWN

The first reason is that mentioned by the gentleman from California
(Mr. Leggett). A very great deal of the budget is frozen, like social
security payments and interest on the debt, and riot subject to reduction. The controllable items, subject to congressional appropriations,
come to only about $100 billion. If we were to try to cut $73 billion
out of that, then we would have to cut three-quarters of every expenditure from hero on in. Obviously that is a wholly unrealistic
expectation.
in the second place, the overpowering reason for the deficit is the
recession itself-the fact that we have almost 9 million unemployed.
It is a well-established rule of thumb that each pecentage point of
unemployment exerts an adverse impact upon the budget of about $1&
billion.
If we had 4Y2 percent unemployment instead of 0 percent, we would
be showing a budget surplus. The only realistic wav to work toward a
balanced budget today is to do it in terms of getting this Nation out
of the recession and putting Americans back to work, and reducing
this highly unacceptable level of unemployment so that those people
can be put in a position where they will be paying taxes again.
The CHAIRMAN.
Kemp). The Chair recognizes the gentleman from New
York (Mr.
(Mr. KEMP asked and was given permission to revise and extend
his remarks.)
of this amendment a,
Chairman, I rise in support
Mr. KEMP.o Mr.
a principle
oh like,
ietpitotvr
a rincIpl of iclrsosliiv
fiscal responsibility. I would
to point out very
briefly that the balanced budget amendment is a target, a goal. A
huge deficit does not create jobs, it destroys jobs.
As I pointed out for the last 2 days, we have spent $150 billion of
deficit in the last 5 years, and unemployment has (doubled(. Why0?
Because deficits destroy jobs, capital, investment savings, all of the
things that this country needs today to (create jobs, to build houses,
•and raise the productivity of the United States.
AMERICA RUNNING ShORT OF CAiTAL

'America iq running short of capital because of deficit spending and
inflation, and what is at stake is the job of each and every American.
Also what is at stake is the pensions of each and every American
because for each $10 billion of deficit there is a 1.5-percent increase in
inflation. I ask for a vote against inflation and for jobs.
The CHAIRMAN. The Chair recognizes the gentleman from California (Mr. Rousselot).
Mr. DU PONT. Mr. Chairman, will the gentleman yield?
Mr. ROUSSELOT. I yield to the gentleman from Delaware.
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(Mr. DU PONT asked and was given permission to revise and extend
his remarks.)
Mr. DU PONT. Mr. Chairman, I will not be able to support the
budget bill today unless substantial changes are made in it. The proposed first concurrent resolution on the budget (H. Con. Res. 218), is
disappointing to me. I thought that we were going to sue this new
procedure as a means to overcome our previous propensities in regard
to deficit spending. This has not proven to be the case and I am
unable to agree to a measure which approves a minimum Federal
deficit of $73.2 billion. This is an unacceptable target level for Federal
indebtedness.
PAST IS PROLOG

Approval of such a level of deficit financing becomes even more
irresponsible wvhen you take into account the fact that the budgets of
the various House committees exceed this figure by thirty to forty
billion additional dollars. So far in this session the House has shown no
inclination to decrease the funding requests of the committees, nor
has it supported Presidential efforts toward fiscal responsibility
through rescissions-. If the past is prolog, and I believe it is in this case,
then we are really giving our stamp of approval to a budget deficit of
close to $100 billion. Let us not pretend that we are unaware of this
possibility.
The worst part of this excessive zeal in spending the taxpayers'
.dollars, dollars which do( not even have, is that it is supposedly
.addressed to curing the economic ills of our society. Much of it is in
fact nothing more than an effort, to use our present recessionary
problems to promote spending which would otherwise be unacceptable
to the public.
CONZERTED INTO A IIYBRID

A simple one shot tax relief bill was converted into a hybrid of
-change(d tax structures and special interest concessions. An "emergency" farm bill which was hurriedly passed was inflationary to the
consumer, increased Federal spending, and l)ut the farmer back on the
Federal dole. An "emergency" middle-income housing relief bill was
passed adding even more to the burden of taxpayer obligations via an
ex ensive program benefiting only a small percentage of our population.
I recognize that with current economic conditions our people need
our help, and that to help them we must face an unpleasant fact of a
large deficit. But, we cannot responsibly ignore the inflationary dangers
of our actions. We have an obligation to reduce our spending to the
possible level consistent with overcoming the recessionary difficulties
which we are ex)eriencing. Therefore, I would much prefer a resolution
which cuts the committee's proposals by $10 to $12 billion. I also feel
very strongly that after we agree to a figure, the House must hold the
individual committees to the amounts set forth in House Concurrent
Resolution 218.
RESULTS O'F SPENDING MAGNITUDE

And, what will be the ultimate result of approving spending of this
.magnitude? Well first, the Federal Government is going to go into the
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private market and borrow to finance the deficit. That is what happened last year when interest rates went through the ceiling because
6f the huge demand of the Treasury to finance the deficit. The rates
which have started down are, in my judgment, going to go right back
up with a $100 billion deficit, and the pressure on Dr. Burns to print
more money is going to be unbearable. If he prints the money to cover
the*deficit what will happen? Inflation will skyrocket after recent
S

easing.

I find it ironic that the committee report concedes that we cannot
run a deficit of this magnitude in 1977. My question to the committee
members who support these unconscionable amounts of debt is, how
do they propose to turn off the spending spigot? Every program develops its own constituency and bureaucratic momentum. Our collective ability to stand up to these pressures can best be judged by the
infinitestimal number of programs we have voted to cut back or discontinue.
WILL ADVERSELY AFFECT CONSUMER CONFIDENCE

I do not know if this House is going to give its approval to a $70

billion-plus deficit or not. I do know that if it does we will adverselaffect consumer confidence. The people understand better than we do

that continuing (town the road- of large Government spending is
harmful to their interests.
will, in the long run, (1o far more harm than good.
This resolution it.
I cannot vote for
(Mr. ROuSSELOT asked and was given permission to revise and
extend his remarks.)
Mr. ROUSSEIOT. Mr. Chairman, my colleague, the gentleman from
California (Mr. Leggett) has tried to imply that it would be dangerous
not to have a $73 billion deficit.
I say that that is upside-down thinking.
A $73 billion deficit? We now have $60 billion deficit, and 8.5percent unemployment.
This alone ought to make it clear that deficits do not help employ-

ment, they many times destroy employment.

DEFICITS DESTROY EM3PLOY31ENT OPPORTUNITIES

Those Members who were here yesterday when we discussed this

issue know that that is true; that huge Federal deficits destroy employment opportunities and the creation of jobs. If we want to help
employment, then we should put the money back in the private sector
not take it out. We cannot really do that by deficit financing, because
the deficit financing required for the $73 billion will badly erode the
creation of jobs; it will destroy the housing market, it will destroy
mass transportation. it will destroy municipal financing. Almost 80
percent of the money market is going to be taken up by the $73 billion
add-on deficit and the refinancing of the present debt of almost $500
billion.
The spending under this amendment will be at $300 billion level.
That ir adequate enough to finance what we need to do.
The CHAIRMAN. The Chair recognizes the gentleman from Washington (Mr. Adams) to close the debate.
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AMENDMENT WOULD SUBSTANTIALLY INCIIEASE UNEMPLOYMENT

.

Mr. ADAMS. Mr. Chairman, I hope that we can move immediately
to a vote. The Committee opposes this amendment because it would
result in a substantial increase in unemployment in all likelihood
involving millions of people. I hope that the amendment will be
rejected.
rThe CHAIRMAN. The question is on the amendment offered by the
gentleman from California (Mr. Rousselot), to the amendment offered
by the gentleman from Ohio (Mr. Latta), as a substitute for the
amendment in the nature of a substitute offered by the gentleman from
Massachusetts (Mr. O'Neill).
The question was taken.
RECORDED) VOTE

Mr. ROUSSELOT. Mr. Chairman, I demand a recorded vote.
A recorded vote was ordered.
The vote was taken by electronic device, and there were-ayes 94,
noes 311, not voting 27, as follows:
[Roll No. 1701

Abdnor
Andrews,
N. I)ak.
Archer
Armstrong
Ashbrook
Bafalis
Bauman
Beard, Tenn.
Bennett
Bevill
Brinkley
Broomfield
Brown, Ohio
Burgener
Burke, Fla.
Byron
Chappell
Clausen,
Don H.
Clawson, Del
Cochran
Collins, Tex.
Conlan
Crane
Daniel, Dan
Daniel, Robert
W., Jr.
de la Garza
Derwinski
Devino
Dickinson

Duncan, Tenn.

AYES-94
Edwards, Ala.
English
Eshleman
Findley
Flynt
Frey
Ginn
Goldwater
Goodling
Grassley
Guyer
lHagedorn
Haley
Hammerschmidt
Hiarsha
Ilinshaw
Hiolt
Hutchinson
Hyde
Ichord
Jarman
Johnson, Colo.
Johnson, Pa.
Ka.ten
Kelly
Kemp

Ketchum
Kindness
Lagomarsino
Latta
Lott
McCollister

McDonald
Mathis
Michel
Miller, Ohio
Montgomery
Moore
Moorhead,
Calif.
Pressler
Randall
Robinson
Rousselot
Runnels
Satterfield
Sebelius
Skubitz
Smith, Nebr.
Snyder
Spence
Steelman
Steiger, Ariz.
Stuckey
Symms
Talcott
Taylor, Mo.
Thone
Treen
Vander Jagt
Wampler
Wilson, Bob
Winn
Wylie
Young, Alaska
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Abzug
Adams
Addabbo
Alexander
Ambro
Anderson, Calif.
Anderson, Ill.
Andrews, N.C.
Annunzlo
Ashley
Aspin
AuCoin
Badillo
Baldus
Barrett
Baucus
Beard, R.I.
Bedell
Bell
Bergland
Biester
Bingham
Blanchard
Blouin
Boggs
Boland
Boiling
Bonker
Bowen
Brademas
Breaux
Breckinridge
Brodhead
Brooks
Brown, Calif.
Brown, Mich.
Broyhill
Buchanan
Burke, Mass.
Burleson, Tex.
Burlison, Mo.
Burton, John L.
Burton, Phillip
Butler

Carney

Carr
Carter
Casey
Cederberg
Chisholm
Clay
Cleveland
Cohen
Collins, Ill.
Conable
Conte
Conyers
Corman
Cornell
Cotter
Coughlin
D'Amours
Daniels, Dominick V.
Danielson
Davis

NOES--11
Delaney
Dellums
Dent
Derrick
Dingell
Dodd
Downey
Downing
Drinan
Duncan, Oreg.
du Pont
Early
Eckhardt
Edgar
Edwards, Calif.
Eilberg
Emery
Erlenborn
Esch
Evans, Colo.
Evans, Ind.
Fasoell
Fenwick
Fish
Fisher
Fithian
Flood
Florio
Flowers
Foley
Ford, Mich.
Forsythe
Fountain
Fraser
Frenzel
Fulton
Fuqua
Gaydos
Giaimo
Gibbons
Gilman
Gradison
Green
Gude
Hall
Hamilton
Hanley
Hannaford
Harkin
Harrington
Harris
Hastings
Hawkins
Hayes, Ind.
H1bert
Hlechler, W. Va.
Heckler, Mass.
Hefner
Heinz
Helstoski
Henderson
Hicks
Hightower
Hillik
Holland

Holtzman
Horton
Howard
Howe
Hubbard
Hughes
Jacobs
Jeffords
Jenrette
Johnson, Calif.
Jones, Ala.
Jones, N.C.
Jones, Okla.
Jones, Tenn.
Jordan
Karth
Kastenmeier
Kazen
Keys
Koch
Krebs
Krueger
LaFalce
Landrum
Leggett
Lehman
Lent
Levitas
Litton
Lloyd, Calif.
Lloyd, Tenn.
Long, La.
Md.
Long,
Mc
Clory
McCloskey
MeCormack
McDade
McEwen
McFall
Mclugh
McKay
McKinney
Macdonald
Madden
Madigan
Maguire
Mahon
Mann
Martin
Matsunaga
Mazzoli
Meeds
Melcher
Metcalfe
Meyner
Mezvinsky
Mlkva
Milford
Miller, Calif.
Mineta
Minish
Mink
Mitchell, Md.
Mitchell, N.Y.
Moakley
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Moffett
Moorhead, Pa.
Mlorgan
Mosher
Moss
Mottl
Murphy, Ill.
Murphy, N.Y.
Murtha
Myers, Pa.
•,

Neal
Nedzi
Nichols
Nix
Nolan
Nowak
Oberstar
Obey
O'Brien
O'Ilara
O'Neill
Ottinger
Passman
Patinan
Patten
Patterson, Calif.
Pattison, N.Y.
Pepper
Perkins
Peyser
Pickle
Pike
Poage
Preyer
Pritchard
Quick
Railsback
Rees

Regula
Reuss
Richmond
Riegle
Rinaldo
Risenhoover
Roberts
Rodino
Roe
Rooney
Rose
Rosenthal
Rostenkowski
Roush
Roybal
Ruppe
Russo
Ryan
St Germain
Santini
Sarasin
Sarbanes
Scheuer
Schncebeli
Schroeder
Schulze
Seiberling
Sharp
Shuster
Sikes
Simon
Sisk
Slack
Smith, Iowa
Solarz
Spellman
Staggers
Stanton, J. William
Stark

Biaggi
Burke, Calif
Clancy
l)iggs
Evins, Tenn.
Ford, Tenn.
G,onzales
Hansen
I-ays, Ohio

NOT VOTING-27
Ilungate
Lujan
Mills
Mollohan
Myers, Ind.
Price
Quillen
Rangel
Rhodes

Natcher

Steed
Steiger, Wis.
Stephens
Stokes
Stratton
Studds
Sullivan
Symington
Taylor, N.C.
Teague
Thompson
Thornton
Traxler
Tsongas
Udall
Ullman
Van Deerlin
Vander Veen
Vanik
Vigorito
Waggonner
Walsh
Waxman
Weaver
Whalen
White
Whitehurst
Wilson, Charles, Tex.
Wirth
Wolff
Wright
Wydler
Yates
Yatron
Young, Ga.
Young, Tex.
Zablocki
Zeferetti

Rogers
Roncalio
Shipley
Shriver
Stanton, James V.
Whitten
Wiggins
Wilson, Charles H., Calif.
Young, Fla.

So the amendment to the substitute amendment for the amnendment in the nature of a substitute was rejected.
The clerk announced the following pairs:
On this vote:
Mr.
Mr.
Mr.
Mr.
Mr.

Clancy for, with Mr. Price against.
Hansen for, with Mr. Shipley against.
Lujan for, with Mr. Mollohan against.
Quillen for with Mr. James V. Stanton against.
Young of Florida for, with Mr. Diggs against.

The result of the vote was announced as albove recorded.

52-059-75-

58

894
PARLIAMENTARY

INQUIRY

Mr. ADAMS. Mr. Chairman, a parliamentary inquiry.
The CHAIRMAN. The gentleman
Mr. ADAMS. Mr. Chairman, as

will state it.
I understand it, there is presently
pending the original resolution as amended by the amendment offered
by the gentleman from Georgia (Mr. Landrum); the amendment in the
nature of a substitute offered byr the gentleman from Massachusetts
(Mr. O'Neill), as amended by the amendment offered by the gentleman from Wisconsin (Mr. Reuss); and the substitute amendment
offered by the gentleman from Ohio (Mr. Latta).
My inquiry is: Is the Latta substitute amendment presently pending for vote?
The CHAIRMIAN. The Latta substitute amendment is presently
pending.
Mr. ADAMS. Mr. Chairman, I ask unanimous coinsent that we vote
now on the Latta substitute amendment.
The CHAIRMAN. Is there objection to the request of the gentleman
from Washington?
There was no objection.
PARLIAMENTARY INQUIRY

Mr. LATTA. Mr. Chairman, a parliamentary inquiry.
The CHAIRMAN. The gentleman will state it.

Mr. LATTA. Mr. Chairman, is this the amendment that reduces the
projected deficit to $54.1 billion?
The CHAIRM,1,AN. The question is on the amendment offered by the
gentleman from Ohio (Mr. Latta) as a substitute for the amendment
in the nature of a substitute offered by the gentleman from Massachusetts (Mr. O'Neill).
The question was taken; and the Chairman announced that the
"noes" appeared to have it.
RECORDED VOTE

Mr. LATTA. Mr. Chairman, I demand a recorded vote.

A recorded vote was ordered.
The vote was taken by electronic device, and there were-ayes 159,
noes 248, not voting 25, as follows:
[Roll No. 1711

AYES-159
Abdnor
Anderson, I11.
Andrews, N.C.
Andrews, N. Dak.
Archer
Armstrong
Ashbrook
Bafalis
Bauman
Beard, Tenn.
Bell
Bennett

Bevill
Blouin
Breaux
Brinkley
Broomfield
Brown, Mich.
Brown, Ohio
Broyhill
Buchanan
Burgener
Burke, Fla.
Burleson, Tex.

Butler
Byron
Carr
Carter
Cederberg
Chappell
Clausen, Don I.
Clawson, Del
Cleveland
Cochran
Collins, Tex.
Conable
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Conlan
Crane
Daniel, Dan
Daniel, Robert W. Jr.
de la (Uarza
Derwinski
Devine
Dickinson
Downing
Duncan, Tenn.
du Pont
Early
Edwards, Ala.
Emery
English
Erlenborn
Evans, Ind.
Fenwick
Findley
Fish
Fithian
Flynt
Fountain
Frenzel
Frey
Ginn
Goldwater
Goodling
Grassley
Guyer
Hagedorn
Haley
Harkin
Harsha
Hastings
Heckler, Mass.
Henderson
Hillis
Hinshaw
Holt
Hubbard
Abzug
Adams
Addabbo
Alexander
Ambro
Anderson, CaliL
Annunzio
Ashley
Aspin
AuCoin
Badillo
Baldus
Barrett
Baucus
Beard, R.I.
Bedell
Bergland
Biester
Bingham
Blanchard
Boggs
Boland
Boiling

Hutchinson
Hyde
Ichord
Jacobs
Jarman
Jeffords
Johnson. Colo

Jones, N•C.

Jones, Okla.
Kasten
Kelly
Kemp
Ketchurn
Kindn(.es
Lagomarsino
Latta
Lent
Levitas
Long, Md.
Lott
Lujan
McClory
McCloskey
McCollister
McDonald
MeEwen
Madigan
Mann
Martin
Mathis
Michel
Miller, Ohio
Montgomery
Moore
Moorhead, Calif.
Myers, Ind.
Myers, Pa.
Natcher
Nichols
Passman
Poage
NOES-248
Bonker
Bowen
Brademas
Breckinridge
Brodhead
Brooks
Brown, Calif.
Burke, Mass.
Burlison, Mo.
Burton, John L.
Burton, Phillip
Carney
Casey
Chisholm
Clay
Cohen
Collins, Ill.
Conte
Conyers
Corman
Cornell
Cotter
Coughlin

Pritchard
Quie
Railsback
Randall
Regula
Rinaldo
Robinson
Rousselot
Runnels
Ruppe
Santini
Sarasin
Satterfield
Schneebeli
Schulze
Sebellus
Shuster
Sikes
Skubitz
Smith, Nebr.
Snyder
Spence
Stanton, J. William
Steiger, Ariz.
Steiger, Wis.
Stuckey
Taylor, Mo.
Taylor, N.C.
Thone
Trcen
Vander Jagt
Waggoner
Wampler
Whitehursi,
Wilson, Bob
Winn
Wydler
Wylie
Youiig, Alaska
D'Amours
Daniels, Dominick V.
Danielson
Davis
Delaney
Dellums
Dent
Derrick
Dingell
Dodd
Downey
Drinan
Duncan, Oreg;
Eckhardt
Edgar
Edwards, Calif.
Eilberg
Esch
Eshleman
Evans, Colo.
Fascell
Fisher
Flood
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Florio
Flowers
Foley
Ford, Mich.
Forsythe
Fraser
Fulton
Fuqua
Gaydos
Giaimo
Gibbons
Gilman
Green
Gude
Hall
Hamilton
Hammerschmidt
Hanley
Hannaford
IHarrington
Harris
Ifawkins
Hayes, Ind.
wIdbert
Hechler, W. Va.
Hefner
Heinz
Ilelstoski
Hicks
Ifightower
Holland
Holtzman
Horton
Howard
irowe
Hughes
Jenrette
Johnson, Calif.
Jones, Ala.
Jones, Tenn.
Jordan
Karth
Kastenmeier
Kazen
Keys
Koch
Krebs
Krueger
LaFalce
Landrum
Leggett
Lehman
Litton
Lloyd, Calif.
Lloyd, Tenn.
Long, La.
McCorinack,
MeDade
McFall
McHlugh

McKay
McKinney
Macdonald
Madden
Maguire
Mahon
Matsunaga
Mazzoli
Meeds
Melcher
Metcalfe
Meyner
Mezvinsky
Mikva
Milford
Miller, Calif.
Mineta
Minish
Mink
Mitchell, Md.
Mitchell, N.Y.
Moakley
Moffett
Moorhead, Pa.
Morgan
Mosher
Moss
Mottl
Murphy, Ill.
Murphy, N.Y.
Murtha
Neal
Nedzi
Nix
Nolan
Nowak
Oberstar
Obey
O'Brien
O'Hlara
O'Neill
Ottinger
Patman
Patten
Patterson, Calif.
Pattison, N.Y.
Pepper
Perkins
Peyser
Pickle
Pike
Pressler
Preyer
Rees
Reuss
Richmond
Riegle
Risenhoover
Roberts
Rodino

Roe
Roncalio
Rooney
Rose
Rosenthal
Rostenkowski
Roush
Roybal
Russo
Ryan
St Germain
Sarbanes
Scheuer
Schroeder
Sciberling
Sharp
Simon
Sisk
Slack
Smith, Iowa
Solarz
Spellman
Staggers
Stark
Steed
Steelman
Stephens
Stokes
Stratton
Studds
Sullivan
Symington
Teague
Thompson
Thornton
Traxler
Tsongas
Udall
Ullman
Van Deerlin
Vander Veen
Vanik
Vigorito
Walsh
Waxman
Weaver
Whalen
White
Wilson, Charles H.,
Calif.
Wilson, Charles, Tex.
Wirth
Wolff
Wright
Yates
Yatron
Young, Ga.
Young Tex.
Zablochi
Zeferetti
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Biaggi
Burke, Calif.
Clancy
Diggs
Evins, Tenn.
Ford, Tenn.
Gonzalez
Gradison

NOT VOTING-25
Hansen
Hays, Ohio
Hungate
Johnson, Pa.
Mills
Mollohan
Price
Wuillen
angel

Rhodes
Rogers
Shipley
Shriver
Stanton, James V.
Whitten
Wiggins
Young, Fla.

So the amendment offered as a substitute for the amendment in the
nature of a substitute was rejected:
The Clerk announced the following pairs:
On this vote:
Mr. Quillen for with Mr. Price against.
Mr. Johnson oi Pennsylvania for, with Mr. Shipley against.
Mr. Hansen for with Mrs. Burke of California against.
Mr. Young of Florida for, with Mr. Biaggi against.
Mr. Clancy for, with Mr. Diggs against.

The result of the vote was announced as above recorded.
PARLIAMENTARY INQUIRY

Mr. ADAMS. Mr. Chairman, a parliamentary inquiry.
The CHAIRMAN. The gentleman will state his parliamentary inquiry.
Mr. ADAMS. Mr. Chairman, my parliamentary inquiry is this: It
is my understanding that at this point there remains pending the
amendment offered by the gentleman from Massachnsetts (Mr.
O'Neill) in the nature of a substitute for the original resolution as the
oriinal resolution has been performed by the Landrum amendment.
The CHAIRMAN (Mr. Boiling). That is correct.
Mr. ADAMS. Therefore an amendment is in order to the O'Nd'll
amendment in the nature of a substitute. And if a Member takes that
amendment, then I would like to ask unanimous consent for a limita-

•

tion of time on the O'Neill amendment in the nature of a substitute.
I am informed there is an amendment to the remaining sections, and
there are two sections that can be amended to the O'Neill amendment
in the nature of a substitute.
So if I request a limitation of time for the O'Neill amendment in the
nature of a substitute and all amendments thereto, can that time be
divided between the amendment that may be proposed to the remaining sections of the O'Neill amendment in the nature of a substitute
that can be amended, and those who wish to speak on them?
The CHAIRMAN. That can be done by unanimous consent.
Mr. WRIGHT. Mr. Chairman, I move to strike the last word.
(M-_ Wright asked and was given permission to revise and extend
his remarks.)
Mr. WRIGHT. Mr. Chairman, I rise not to plead with regard to any
particular amendment but to plead for the resolution on final passage.
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BOLD STEP FORWARD

Last year Congress took a bold step forward. In the Budget and
Impoundment Control Act, we firmly reasserted the most fundamental
of our constitutional powers, one which had both withered and atrophied through our own disuse, and been encroached upon by executive
abuse.
In a brave and historic assault upon executive usurpation, we foreswore the comfortable convenience of legislative indolence and
proudly proclaimed our readiness to reassume the rightful role of the
people's elected representatives by establishing a coordinated congressional budget.
GIVE EXPERIMENT A CIIA\ .

TO WORK

Today, as we approach a final vote, I piead with the Members not to
retreat from that position. I do not ask any Member to violate his
conscience nor to vote in any other way than his best judgment dictates on any amendment. Nor do I find fault with the way any Member
has voted on any amendment. These were matters of individual
conviction. I do ask every Member to give this brave and ambitious
experiment a chance to work.
I (1o ask every Member, once the House has worked its will through
the process of amendments, to support this resolution on final passage
in order that we may carry ou tthe statutory responsibility which we
in Congress gave to ourselves, and fulfill our collective promise to
the public.
Far more important than any figure in this resolution, or in any
amendment, is the precedent that we set today for the future.
No budget resolution, considering the complexities of the Government and the infinitely varied convictions of our diverse membership, could precisely express the wishes of every Member. Perhaps
none could be pleasing in its entirety to any Member. Whatever
spending level we ultimately wind up with here, some will think it is
too high; and some will think it is too low.
' But whatever our'ind-Hcual reservations may be, I ask every
Member to compare this budget, which in the final analysis will
represent the composite consensus of our collective thinking, with no
congressional budget at all.
I ask every Member to contemplate the dismal spectacle of a
Congress unable to agree and unwilling to act, upon so basic a responsibility as this. Consider the effect of such a failure upon the confidence
of the public to whom we promised bold and resolute action.
NIHILISTIC AND INCONSISTENT WITH CANDOR

Word has come to me of Members who are perfectly willing to vote
piecemeal, one by one, upon appropriations which in aggregate
exceed the spending levels herein contemplated, but who prefer to
cover their eyes and refuse to acknowledge the composite results of
their actions. Such an attitude would be nihilistic and wholly inconsistent with the candor to which the public is entitled.

899
Shall we return to the haphazard ways of the past, treating the
budget in ostensibly unrelated fragments at odd moments throughout
the year-building" our house one room at a time as though each
had no connection with the others? Shall each of us content himself
merely to back his own pet projects, send out his own press releases,
and disclaim any personal responsibility for the end results?
ONLY AVAILABLE TOOL FOR RECAPTURING CONGRESSIONAL CONTROL
OVER SPENDING PRIORITIES

Surely we have a higher responsibility than that, both individually
and as an institution. The only available alternative is the resolution
presently before us. Imperfect instrument that it is, it is our only
available tool for recapturing some orderly congressional control over
national spending priorities.
When the House has worked its will, regardless of the outcome of
any amendment, I shall support the resolution and I urge my colleagues
to do the same.
Mr. PHILLIP BURTON. Mr. Chairman, will the gentleman yield?
Mr. WRIGHT. I yield to
Mr. PHILLIP BURTON. I

the gentleman from California.

thank the gentleman for yielding.
I would like to commend the gentleman in the well. If any of us
have reservations about this product, they will most properly be
expressed at the end of the process. But if this House and this Congress are going to learn how to walk through this process on this
preliminary run, only under those circumstances are we going to be
able to adequately and responsibly in the next session know how best
to work our will. So it is my personal intention, whether or not this
product comes out of the House with a budget in balance or a budget
out of balance by x dollars, to support sending this bill to conference,
to support letting this process unfold, so all of us, conservatives and
liberals alike, can observe it while it works, see where, if at all, there
are deficiencies, so that in the next session we can go on and precisely
work our will.
MOST IRRESPONSIBLE

In my view, it would be most irresponsible to deny us collectively
this experience. If at the end of the road the deficit is too large or
too small, we at that juncture then can express ourselves, but at this
stage of the game I think the advice of the gentleman from Texas
should be heeded by one and all.
Mr. WRIGHT. I thank the gentleman for his comments.
Mr. ALBERT. Mr. Chairman, will the gentleman yield?
Mr. WRIGHT. I yield to our distinguished Speaker.
Mr. ALBERT. I thank the gentleman for yielding.
I, of course, concur in what the gentleman has said. I made a
similar speech earlier in the day when there were not many here.
I think this will be the most historic day up to now we will have had
this year if we really mean what we say when we say that we are
going to exercise the legislative duties of this body in this House and
not pass them, as they have been passed in the past, back to the
administration. We need our own Budget Office. We need this experi-

S
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mental run. It is going to break down now if we do not pass this
concurrent resolution in the form that the consensus of the House
prescribes it after today.
Mr. WRIGHT. The Speaker and the gentleman from California
both have said with greater eloquence than I can command exactly
what I would have said, and I urge that all of us follow their suggested
course of action.
Mr. SHUSTER. Mr. Chairman, I move to strike the requisite number
of words.
(Mr. SHUSTER asked and was given permission to revise and extend
his remarks.)
BALANCED BUDGET EXCEPT IN GRAVE NATIONAL EMERGENCIES

Mr. SHUSTER. Mr. Chairman, I rise to associate myself with those

Members who have pleaded eloquently in favor of a budget control
procedure and a fiscal policy of a balanced budget. I believe we
must reduce annual deficits over the next 3 years to bring about a
balanced budget by fiscal 1979 and continue with balanced budgets
except in grave national emergencies. By moving toward a balanced
budget in an orderly fashion we can free up capitalfor critically needed
private sector investment to increase productivity, create jobs,
control inflation, and raise the real standard of living of the American
people.
Because of my deep conviction in the importance of achieving a
balanced budget, it was with great reluctance earlier today that I
voted against the amendment supporting a balanced budget, for
fiscal 1976. I did so, Mr. Chairman, because I believe it would be
irresponsible to go from a $73 billion deficit to zero deficit in 1 year.
Such a wild swing in fiscal policy would seriously injure our economy.
Indeed, past wild swings in fiscal policy have contributed to our
present problem. We need sound and orderly long-term fiscal policy.
We cannot undo overnight the policies of the past decade. I urge this
House to reduce this coming year's deficit from $73 billion down to
$25 billion and achieve a balanced budget by 1979.
AMENI)MENT OFFERED BY MS. HOLTZMAN TO THE AMENDMENT IN THE
NATURE OF A SUBSTITUTE OFFERED BY MR. O'NEILL

.Ms. HOLTZMAN. Mr. Chairman, I offer an amendment to the amendment in the nature of a substitute.
The Clerk read as follows:
Amendment offered by Ms. Holtzman to the amendment in the nature of a
substitute offered by Mr. O'Neill: in paragrapIi (2), strike out "$395,938,000,000"
and insert in lieu thereof "$393,358 000 000.2
,
In paragraph (3), strike out "1368,213,000,000 and insert in lieu thereof
"$367,128,000,000."

The CHAIRMAN. The gentlewoman is recognized for 5 minutes in
support of her amendment.

(Ms. HOLATZMAN asked and was given permission to revise and
extend her. ,-marks.)
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PARLIAMENTARY INQUIRY

Mr. ADAMS. Mr. Chairman, a parliamentary inquiry. Mr. Chairman,
as I understand it the gentlewoman has been recognized and is
entitled to 5 minutes in support of her amendment. I am inquiring
whether it is in order for me at this point to ask unanimous consent
that all debate on the O'Neill substitute and all amendments thereto
cease in 10 minutes.
Mr. WAGGONNER. Mr. Chairman, I would reserve the right to object
if that request is made. I think it would -be more proper to consider
that request when we have some idea of what the amendment is we
are being asked to consider, and I respectfully ask the gentleman to
withhold such a request until we have had explained to us the amendinent and its purpose.
Mr. ADAMS. Mr. Chairman, I will withhold my request.
Ms. HOLTZMAN. Mr. Chairman, I hope I will not consume the 5
minutes.
The thrust of my amendment is to cut $1.1 billion in outlays from
the national defense function, and $2.5 billion in budgetary authority.
The reason I offer this amendment is because the President's
budget requests an expenditure level for defense that would amount
to spending 48.5 percent of our general revenues on defense. I think
that spending 48.5 percent of general revenues-that is, total Federal
tax revenues less taxes for the special trust funds-on defense in peacetime is much too high a proportion of our tax dollars. I think all of us
acknowledge that it is important to begin to cut waste from tAis
budget as from other budgets.
DEFENSE BUDGET WILL INCREASE

Even under the committee's amendment, however, the defense
budget will increase in actual dollars by about $4 billion from where
it was last year. It is one of the few areas in the entire Federal budget
to get new program money.
My amendment would cut $1.1 billion in outlays from areas that
would not necessarily involve strategic programs. I would suggest to
this committee that if we look at the increase in recruiting costssuch as public relations and advertisement costs-which are not necessary'ow for the volunteer Army, costs for graduate education for
military personnel, costs for operation and maintenance which are
increased in this budget, or costs for support personnel, we could
easily come to a reduction of $1.1 billion.
Under the rules governing this resolution, I cannot earmark the
specific programs to be cut.I am saying, however, that there are programs that are not strategic programs and not connected to the real
defense needs of this country that could be cut. I think it is important
to send a signal now to the Department of Defense that it must
tighten its belt and start cutting fat.
QUESTIONS OF NATIONAL PRIORITIES

The questions raised in this budget resolution are the questions of
national priorities. Higher levels of defense expenditure must be
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supported by higher taxes, larger deficits, or reductions in other
programs. Do we really want an extra billion dollars in the deficit,
do we really want to impose another billion dollars in tax burden
on our economy, do we really want to cut $1 billion from education
or health programs? It is the choice my amendment addresses.
Mr. CHARLES WILSON of Texas. Mr. Chairman, will the gentlewoman yield?
Ms. HOLTZMIAN. I yield to the gentleman from Texas.
Mr. CHARLES WILSON of Texas. Mr. Chairman, it is my understanding the gentlewoman from New York would like to cut $1.1 billion
out of the defense budget but she does not say where it should be cut.
Ms. HOLTZMAN. I am not permitted to say precisely where the cuts
should be made, but I am suggesting to this committee that there are
cuts that could be made that are not in strategic programs.
Y'7ND NEEDED TO RECRUIT VOLUNTARY ARMY
Mr. CHARLES WILSON of Texas. I for one never have been an
advocate of the volunteer Army. I prefer the draft; but if we have the
volunteer force, we have to have the necessary funds to recruit them.
Mls. HOLTZMAN. Ordinarily one would agree with the gentleman,

but at this time until it is oversubscribed, there really is no need to
advertise for recruits when there is already a waiting list.
Mr. CHARLES WILSON of Texas. Certainly we have to get recruits

from the proper mental group, group one andMs. HOLTZMAN. I decline to yield any further. I could not make such

an amendment.
Mr. LATTA. Mr. Chairman, will the gentlewoman yield?
Ms. HOLTZMAN. I will be happy to yield to my friend, the gentleman
from Ohio; but I would like to respond by saying that under this rule
I could not specify where in the defense budget these cuts should come
from; but I am suggesting that in an $89 billion budget which occupies
close to 48 percent of the general tax revenues, there is room for cutting waste which does not affect our military strength. I think it is
important to start making these cuts at this time.

I yield to the gentleman from Ohio (Mr. Latta).
MAr. LATTA. Mr. Chairman, I want to make certain what we are
about to vote on. The concurrent resolution as now before us reduces
the President's budget and budget authority for Defense by $7,922
million and outlays by $4.291 billion. The amendment of the gentlewoman would further reduce that by $2,580 million and the outlays
by $1,085 million; is that correct?
Ms. HOLTZMAN. Exactly.
Mr. HARRIS. Mr. Chairman, will the gentlewoman yield?
Ms. HOLTZMAN. I yield to the gentleman from Virginia.
(Mr. HARRIS asked and was given permission to revise and extend
his remarks.)
VOTE TO REMOVE CAPS

Mr. HARRIS. Mr. Chairman, today, I will vote for the O'Neill
amendment to House Concurrent Resolution 218 to remove the 7-

percent limit on cost-of-living increases in social security and Federal
retirement programs and the 5-percent ceiling on Federal and military
pay. It would be deplorable for this Congress to single out and penalize

903
our
elderly
andareournot
civil
the economic ills of our country.
These
groups
theservants
cause offor
inflation
and recession; we cannot
make them the victims.
A recent poll sponsored by the National Council on Aging concluded
that 97 percent of the American people believe that social security
payments should automatically increase with rises in the cost of
iving. According to this poll:
There is no indication that the public supports an arbitrary limitation on this
increase.

Similarly, the study reveals that 81 percent of the public agrees that
Jhe Federal Government has the responsibility to use general tax
revenues to help support older people.
But, I want to make it clear that I oppose any ceilings-not because
it is popular or because it is what the public wants--but because I
believe we cannot artificially take money away from those people who
need it the most.
Here are a few facts:
OLDER AMERICAN STATISTICS

Almost 25 percent of all Americans 65 years old and over live in
poverty and on fixed incomes. Only one in five had enough taxable
income to be required to pay Federal income taxes last year. The
median income of older citizens is approximately half of that for
younger citizens-$5,487 a year compared with $11,861. Half of those
over 65-over 10 million persons-have no other income but social
security benefits or supplementary security income. For example, in
my district a recent survey of Alexandria's elderly showed that the
average annual income for persons 65 and older is under $3,600. And
these senior citizens spend more than 50 percent of their total monthly
income for housing. Nearly 1 in every 4 of our elderly live on less than
$200 per month--in an area where the cost of living is in the top 10
of the country.
HEALTH CARE

Older Americans, who are 10 percent of the general population,
account for 28 percent of all personal health care expenditures. They
see physicians 50 percent more often and have twice as many hospitalizations lasting twice as long as (1o younger people. Eighty-six percent
of our senior citizens have a chronic condition, (disease, or other
impairment.
HOUSING

Housing is also a problem for the elderly. Low income, social
isolation, and rising property taxes have led to a large increase in the
need for low-cost housing for the elderly. In areas like northern Virginia, the recent condominium conversion craze has taken its toll particularly on our elderly: As old apartment buildings are converted,
frequently on short notice, older residents cannot afford to buy the
unit they are renting.
TRANSPORTATION

Accessible, inexpensive transportation is crucial for senior citizens.
Only about 47 percent of older Americans are licensed drivers, and
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Tescalating fuel costs have forced many of them to sharply curtail their
driving. ihis is one reason why I am working actively to improve our
mass transit system in the Washington metropolitan area. Lack of
adequate transportation is an obstacle to obtaining basic necessities
and services, to socialization, and eventually is a barrier to one's
mental growth and health.
I believe the American public expects the Congress to provide for
our elderly. The $2.7 billion that the President wants to take away
from our retirees and Federal employees is false economy. Not only
are we acting humanely by eliminating the ceilings, we are, in effect,
putting money back into the economy by putting money in people's
pockets. It would be unconscionable for this Congress to so unfairly
punish our senior citizens, people who, through many years of work,
deserve a respectable and secure retirement.
The CHAIRMAN. The question is on the amendment offered by the
gentlewoman from New York (Ms. Holtzman) to the amendment in
the nature of a substitute offered by the gentleman from Massachusetts

(Mr. O'Neill).
1IOLTZMALN AMENDMENT RFJE('TEI)

The amendment was rejected.
Mr. ADAMS. Mr. Chairman, I would like to ask unanimous consent
that all debate on the amendment in the nature of a substitute offered
by the gentleman from Massachusetts (Mr. O'Neill) and all amendments thereto close in 10 minutes.
The CHAIRMAN. IS there objection to the request of the gentleman

from Washington?
There was no objection.
The CHAIRMAN. Members standing at the time the request was

made will be recognized for approximately 40 seconds each.
The Chair recognizes the gentleman from Delaware (Mr. du Pont).
(Mr. DU PONT asked and was given permission to revise and extend

his remarks.)
Mr. DU PONT. Mr. Chairman, I would like to ask a question of the
chairman of the committee, if I may.
PROPOSED IREIUCTION IN INTERNATIONAL AFFAIRS BUDGET

I notice that the committee has proposed to reduce the international
affairs budget proposed by the President from $12 billion to roughly
$4 billion. [ would ask the gentleman where the $22 billion request
for military aid to Israel fits within that budget?
Mr. ADAMS. Mr. Chairman, if the gentleman will yield, we did not
consider that amount. We 'based that on the bill that was passed
for fiscal year 1975, which was not passed until February of this year,
anti left it up to the committee as to how it wanted to allocate it.
The CHAIRMAN. The Chair recognizes the gentleman from Michigan
(Mr. Conyers).
(Mr. CONYERS asked and was given permission to revise and extend
his remarks.)
DECISION TO VOTE "NO" ON RESOLUTION NOT AFFECTED

Mr. CONYERS. Mr. Chairman, although it is unclear what the
O'Neill substitute accomplishes, I have been advised by committee
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staff that the 450,000 jobs wiped out by the Landrum amendment
would be restored if the pending amendment is agreed to. That is well
and good, and I shall vote in the affirmative if only for that reason.
But even if this substitute succeeds, it in no way affects my decision
to vote against this resolution on final passage.
Some have urged a "yes" vote claiming that this resolution merely
sets a base, or a target, or goals that would not preclude this body
from subsequently voting additional job-creating legislation if it was
our will to do so. Others say a "no" vote would indicate this Congress
to be anti-budgetary and would prove that we are fiscally irresponsible.
A ranking member of the committee described this as a "dry run" and
implied that we are in effect giving a vote of confidence to'the establishment of the committee itself rather than to aggregate figures in
the resolution. It is not fair he says to expect the committee to have
come forth with a perfect piece of work; they started late and were
short of time, and labored under the understandable problems that
a new committee is confronted with, we should be patient and wait
until next year to demand perfection. I have been told more than
once in the cloakroom that if this resolution failed, it would bring
about the dissolution of the Budget Committee, a thought repugnant
to even a moderately conscientous member. Another school of thought
has it that if the resolution goes down and the committee does not
dissolve, then it will return with a resolution that does even more
violence to the objectives of creating more jobs in -this battered
economy that needs so much help. And finally, the old saw that never
fails fo make the rounds was trotted out: Liberals who vote with
conservatives no matter what their reason are unwittingly aiding the
cause of their opponents.
OBJECTS ON M10RAL AND ECONOMIC GROUNDS

But none of these reasons, nor all of them together, are persuasive.
What does it all mean if at the end of the fiscal year this budget
would ordain a national rate of unemployment of 7.4 percent when at
this very moment it is 8.7 percent and in the city of Detroit, Mich.,
it is 24 percent? It means that we are being asked to go on record
ratifying a plan that contemplates 13 million Americans and their
families suffering the humiliation and personal defeat that goes along
with not being able to support oneself, and this I refuse to do on two
grounds. One is moral and the other is economic.
In the first, place, it is unconscionable to deliberately consign this
.many people to joblessness. In the second place, I categorically refute
the nonsense that it is not possible to construct an economic system
that will employ all who need jobs without wreaking fiscal havoc. The
fact of the matter is that many reputable economists assert that this
resolution cannot bring about economic recovery as long as it countenances a continuing rate of high unemployment. The reason the same
nostrums are repeated ad infinitum is that there has not been a serious
search for new solutions to old problems. In short, the will to end
joblessness in this country has evidenced itself in the halls of Congress.
NOTHING LESS TIIAN TRAVESTY

What has been per etrated here is nothing less than a travesty upon
the budget process, for the fixation upon the deficit has obscured the
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simplest of truths: That the budget shapes the economy, and the
economy exists to fulfill the needs of the people.
The CHAIRMAN. The Chair recognizes the gentleman from Massachusetts (Mr. Burke).
(By unanimous consent, Mr. Burke of Massachusetts yielded his
time to Mr. O'Neill.)
The CHAIRMAN. The Chair recognizes the gentleman from California (Mr. Lagomarsino).
(Mr. LA(O.TARSINO asked and was given permission to revise and
extend his remarks.)
Mr. LAGO.MARSINO. Mr. Chairman, while we may not be able to
achieve a balanced budget, it is a goal to which we should aspire.
Like many other Members, I went home last year and bragged about
the budget reform bill we had passed in the 93d Congress. I told my
constituents that henceforth, the Congress intended to become a full
partner in the budgetmaking process. No longer would we vote for
programs blindly, oblivious of their effect on the year-end deficit.
Instead, we would set our goals at the outset, let the people know
just where we were headed.
CHICKENS HAVE COME HOME TO ROOST

Well, Mr. Chairman, we are now seeing the proof of that rhetoric.
The chickens have come home to roost. We have seen the enemy,
and they are us. And what we see is almost unbelievable: money.going
out at the rate of almost a billion dollars a day. Revenues coming in
at the rate of $808 million. A daily deficit of $175 million.
Mr. Chairman, if I was playing poker and faced those kinds of
totals, I would throw in my hand. You can preach all you want about
"stimulation," and "owing it to ourselves," and all those other clever
phrases. But the fact of t he matter is, if this blueprint is adopted, we
are going to be spending $5 for every $4 we take in, every day for
every person in the United States. And Mr. Chairman, you cannot
supl)ort a hundred dollar a day habit on 80 bucks. Not for long,
before the loan sharks eat you up.
The CHAIRMAN. The Chair recognizes the gentleman from Florida
(Mr. Pe upper .
(Mr. PEPPER asked and was given permission to revise and extend
his remarks.)
(By unanimous consent, Mr. Pepper yielded his time to Mr. O'Neill.)
The CHAIRMAN. The Chair recognizes the gentleman from Virginia
(Mr. Butler).
(Mr. BUALER asked and was given permission to revise and extend
his remarks.)
NO ECONOMIC EXPERT

X1[r. BUTLER. Mr. Chairman, I am unalterably opposed to the
recommendation of the Budget Committee that the Congress approve
a Federal deficit of $73.2 billion. I am by no means an expert in the
field of economics, but it does not take an expert to recognize the
principles of fiscal sanity. I know that this Congress cannot continue
to spend taxpayer dollars at the reckless pace of the past 4 months
without refueling the fires of inflation. Our economy has only recently
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shown some indication of an upward trend, but the action we are
taking today in approving this resolution will put us back on the path
to economic crisis.
Commonsense dictates that a deficit of more than $73 billion will
dry up private sector funds to the extent that interest rates will rise
a•)preciably; economic recovery cannot survive under these conditions.
Even the President's own budget request, with projected deficits of
$51.9 billion, indicated a less conservative approach than my own, and
I viewed it with real reservations.
The committee estimates that a deficit of $73.2 billion will require a
corresponding combined temporary and permanent debt ceiling of
$624 billion, which is an increase of $93 billion in just 1 year's time.
I simply do not believe that increased borrowing of this magnitude is
tolerable.
LEGISLATIVE RECORD

A check of my record indicates that on June 13, 1973, I voted for
H.R. 8410, which extended through November 30, 1973, the temporary ceiling on the public debt at $465 billion; on November 7,
1973, I voted for H.R. 11104, raising the temporary ceiling on the
public debt to $475.7 billion, and extending it through June 30,
1974; on May 23, 1974, I voted for H.R. 14832, a temporary increase
in the public debt ceiling to $495 billion through March 31, 1975;
and on February 5, 1975, Ivoted for H.R. 2634, temporarily increasing
the public debt ceiling to $531 billion through June 30, 1975. However,
this is to state that I will not vote for the increases necessitated by this
legislation.
In the past, I have voted reluctantly for various resolutions increasing the national debt limit despite serious reservations on my
I)art as to the inflationary impact this action would have. I did so
because I believed that once the Congress had approved legislation
necessitating the increased debt, in good conscience we should take
the necessary action to provide for the financing of this debt.
I was also influenced in the past by the fact that these resolutions
were often before us at the 11th hour-so late that prompt action was
necessary to permit the Government to meet its obligations, particularly with respect to such matters as the financing of the Government
payroll and the issuance of social security checks.
ADVOCATES OF GOVERNMENT SPENDING OPPOSE DEBT CEILING INCREASES

I have always been uneasy about these votes as I have not generally
supported the measures requiring the debt increases. Further, I have
noted that among my colleagues, the most ardent advocates of increased Government spending have consistently reversed their position
by opposing, debt ceiling increases.
For the 7 lrst time, tfe newly enacted Budget and Impoundment
Control Act gives the opportunity to review budget priorities and
approve the size of the Federal deficit in advance. Those of us who
supported this legislation in the last Congress did so in good faith;
we believed it provided a responsible means of controlling excessive
Government spending. By providing for the orderly consideration
of authorization and appropriation measures, we hoped to eliminate
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unanticipated, late-in-the-year increases in the size of the Federal
budget.
Now, however, the Budget Committee recommends that we be gin
the fiscal year by endorsing a record budget deficit with the full
realization that later events and legislation may bring the deficit
close to the $100 billion mark. The committee asks us to approve the
extension of many of the provisions of so-called emergency legislation
such as the 1975 Tax Reduction Act through fiscal 1977.
EASIER TO ENACT THAN TO REPEAL LEGISLATION

It is far easier to enact legislation than to repeal it, and we can
easily predict that continuation of emergency measures will maintain
the Federal budget at record levels, even if economic recovery is
partially achieved. Accordingly, I can neither support the recommendations of the Budget Committee nor will I support increase on
the debt limit necessitate.
The CHAIRMAN. The Chair recognizes the gentleman from North
Carolina (Mr. Martin).
(Mr. MARTIN asked and was given permission to revise and extend
his remarks.)
Mr. MARTIN. Mr. Chairman, we have worked very long and have
achieved very little. I want to suggest that it is preposterous for us
to suggest that a concurrent resolution targeting a fiscal deficit of $70
billion has any pretense of legislative responsibility. I think it is
devious to pretend that this resolution will create jobs other than in a
very hypothetical way.
lrUhe HAIRMAN. The Chair recognizes the gentleman from Wisconsin (Mr. Reuss).
(Mr. REuss asked and was given permission to revise and extend
his remarks.)
A31END31ENT REDUCES DEFICIT AND DEBT

Mr. REuss. Mr. Chairman, the combined effect of the O'Neill
amendment in the nature of a substitute and the Reuss amendment,
which passed by a vote of 277 to 128, is to do two things. First, it reduces the budget deficit of the resolution before us by $3 billion, and
the debt accordingly. Second, it keeps faith with our old folks who
have been promised an adequate social security increase. It is thus
both fiscally responsible and responsive in buman terms. I hope it
passes.
The CHAIRMAN. The Chair recognizes the gentleman from South
Dakota (Mr. Abdnor).

(Mr. ABDNOR asked and was given permission to revise and extend
his remarks.)
Mr. ABDNOR. Mr. Chairman, in our consideration of the first con-

current budget resolution, the House is supposedly involved in a stepby-step procedure to get the upper hand on the Federal budget and
the national debt by controlling spending and setting priorities. Our
responsibilities in this regard are set out in the Congressional Budget
Act of 1974. With the resolution submitted by the Budget Committee,
the good intentions of the act are being sacrificed to political expedience. Frankly, this resolution can only worsen the problems it was
designed to solve.
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CAMPAIGNED FOR BALANCED BUDGET

The Congress-most of whose Members-campaigned last fall for a
balanced budget-is seriously considering a $100 billion deficit. Even
a year ago such a l)roposal would have been incredible. Many see a
$73 billion deficit as unavoidable, and this is too high.* Because of
what we have done previously we cannot avoid a $50 billion deficit,
and as far as I am concerned this, too, is irresponsible.
jThe budget resolution simply ignores the question of a reliable
energy program which is essential to our long-range economic health.
The resolution also ignores history, and the sorry experience our
Government has had with programs it designed to stimulate the
economy. These temporary programs became l)ermanent,, and are a
large part of the problem we are having to contend with today. In
the area of domestic assistance alone I can cite program after program
where costs have increased 15 to 25 percent each and every year for
the past decade: Pollution control and abatement $200 million to $3
billion for 31 percent annual growth; food stamps $100 million to
$3.86 billion or 44 percent annual growth; health care services $1.2
billion to $24.1 billion for 35 percent annual growth; manpower and
related social services $1.36 billion to $7.28 billion or 18 l)ercent annual
growth. These programs may have many benefits, but they have to
be paid for. When we start talking about cuts, it is always somebody
else's program we want to cut, not our own. As a result wve keel) them
all, and add to them.
We are trying to deal with inflation and recession at the same time.
We are also building the future economic health of our Nation. With
the budget resolution presented, I can only see the financial carnage
of runaway prices, lost jobs, and lost p)roduction.
RESOLUTION NEEDS REVISION

This budget resolution has to have some drastic revision if we are
going to exercise the kind of budget control we must have. As far as
am concerned a $100 billion deficit is no control at all.
We have been hearing many figures in this debate. They vary widely
for the same function-the same deficit, the same date of economic
recovery, the same level of employment and even the desirable
amount of economic stimulus. Where does consensus lie? What is
right? Whose figures do we believe? What do we need to foster
recovery and move toward the long-range goal of economic stability
relatively free of inflation and the burdens on productivity for those
who need jobs?
The solutions go far beyond what we do here on this resolution and
to some degree are outside our reach as mere representatives of the
people. There are some things we can do, and there are some things
we cannot and should not do. This we must recognize and stop
deceiving ourselves and the people of this Nation.
CANNOT AFFECT WORLDWIDE ECONOMIC SITUATION

We cannot, for instance, affect to any large degree the worldwide
economic situation which has helped put us where we are today. We
cannot, by mere words and votes, appreciably affect the deep psychological forebodings of economic trouble and mistrust the people
52-059-75-59
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have. To sonic degree, the less we say and do, the more the components
of recovery give rise to encouragement of positive thinking regarding
our future economic well-being.
Above all that we cannot and should not do, and I stress this: We
cannot turn this Nation around by spending money we do not have
on the scale envisioned by this resolution.
I do not want to be alarming-this does nothing but turn peo ple off
and worsen the situation as well as lessen our chances of being able to
rationally solve the few problems we can. As I see it, the major issue
facing us here is the size of the deficit as it relates to stimuli in an
economic recession. Too much leads to another devastating round
of inflation greater in degree than our recent past experience. Too
little lengthens the period of desired recovery.
Our actions must fall somewhere between these two undesirable
potentials. Along this spectrum between too much and too little
there appears to be less long-range harm to our economy on the end
where our deficit does not exceed $50 billion in fiscal year 1976. Any
deficit above $50 billion, indeed, creates an atmosphere of severe
drain and crowding in the total volume of available credit in the
market for the consumer and business as the Government goes in to
finance the deficit.
OFF-BUDGET ITEMS TO INCREASE DEFICIT

The resolution before us says directly we will have a deficit or need
a deficit of $73.2 billion in fiscal year 1976 and implies it will be
increased with another $20 billion by the off-budget items. We come
to a score of $93.2 billion. What will the business and consumer
components demand of the credit market in fiscal year 1976? If we can
depend to some degree upon the demands of the recent past and add
to it an estimated demand in order to recover by the end of June
1976, we see a business figure- of at least $117. billion and a consumer
demand of by no less than $3 billion. Minimum total from all parts,
and I mean minimum especially so in the consumer and business end,
is $213.2 billion for fiscal year 1976.
The business sector demanded and received $80 billion in fiscal year
1975, over $37 billion below fiscal year 1974. If they are expected to
increase productivity to any degree in fiscal year 1976 they are going
to need more, considerably more than the total of the two, $117
billion. Consumers only demanded approximately $3 billion in fiscal
year 1975 from the credit market to purchase their goods and services.
They are going to need considerably more in fiscal year 1976 in order
to play their role in recovery. We cannot appreciably predict exact
amounts both business and consumers will go to the credit market
for funds, but a simple look at what they have done in the past clearly
indicates what will be necessary if indeed their role in recovery is
actualized. In fact, the latest estimate on demand from these two
components appears to fall around the $200 billion mark.
STRAIN ON CREDrr IN FY 1970

When you join the $200 billion from business and consumers with
the outer limits of a $100 billion Government deficit obvious strain
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on the available credit for fiscal year 1976 is apparent. This strain
must be avoided and the potential recognized. When we get estimates
that there will be from $220 to $275 billion in available credit and we
have an estimated maximum demand for approximately $300 billion,
someone is going to get crowded out. It appears obvious to me that
restraint is in order today on the size of the 1976 deficit, as well as for
fiscal
year 1977. I would hope we all could clearly recognize this vital
... forS
prudence.
Why
gamble with the economy? Why do we have to embark on a
course of outer limit expenditures? We all seem to agree that a
stimulus is in order, but reason must at some point come into play.
I cannot support a deficit of $73.2 billion with another $20 billion
in off-budget demands. The strain will be too much. Recovery will
certainly not occur and inflation will be back for a longer, more
horrendous duration and magnitude.
Mr. SPENCE. Mr. Chairman, will the gentleman yield?
Mr. ABDNOR. I yield to the gentleman from South Carolina.

(Mr. Spence asked and was given permission to revise and extend
his remarks.)
Mr. SPENCE. Mr. Chairman, I rise in opposition to the adoption

of this budget recommendation.
VOTED TO BRING SPENDING UNDER CONTROL

I simply want to remind my colleagues that when we voted to set
up a Budget Committee, I for one, did so on the understanding that
our goal in doing so was to assist in bringing Federal spending under
control. Many more drastic measures for accomplishingthat end were
before Congress, but advocates of the legislation which established a
new Budget Committee in each body of Congress made strong arguments that the primary reason for the growing Federal deficits and
the inability to control Federal spending was that Congress had no
mechanism for making total budget decisions. It was argued that
authorizations and appropriations were considered on a piecemeal
basis and at no point did Congress have the opportunity to make a
decision on the budget as a whole. "If we can provide a means whereby
Congress can render a judgment on overall budget levels," said the
advocates of the legislation, "we will be able to make rational decisions and will not need more rigorous limitations."
I will be frank with my colleagues and say that I never believed
that rhetoric. Everyone was talking about the need for budget control, but I was not convinced we were willing to do anything about it.
Nevertheless, I was willing to try the Budget Committee route and
see whether it would help.
Without any reflection upon my colleagues who sit on the Budget
Committee, I think we can all now see that we have not accomplished
a remedy.
DEFICIT SPENDING LIES ON DOORSTEP OF CONGRESS

If we have succeeded in anything, it is in establishing where the
blame for deficit Federal spending lies. It lies squarely on the doorstep
of Congress.
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I was frankly amazed at the size of the deficit recommended by the
President's budget. But yesterday the Senate approved a budget
recommendation which proposes a deficit $7.2 billion greater than the
$60 billion recommended by the President and now we are discussing
a recommendation for a deficit of $6 billion more than that proposed
by the Senate or more than $13 billion above the exorbitant level
contained in the President's budget.
It is all well and good for Members to suggest that such a deficit is
necessary to stimulate a sagging economy, but I would just remind
my profligate friends who seem to have such short memories for history, that it was a pattern of deficit Federal spending which put us in
the economic situation we face today-it was a pattern of deficit
Federal spending which fueled the inflation that has ravaged our
economy over the past 8 years or more-and a continued ballooning
of deficit spending, as this resolution endorses, is not going to resolve
the problem. No amount of economic sophistry can convince reasonable men that you solve a fiscal crisis by practicing an escalation of
the same policy which created the problem. It makes just as much
sense to say that, since speed causes the vast majority of highway
deaths, we should increase the speed limits in order to reduce the
death rate as it does to say, as many now contend, that we must have
bigger deficits to stabilize an economy rendered instable by deficit
spending.
NEGATUE VOTES REVERSED

My friends, I think it is of key importance to note that, as I understand the situation, we would not have this resolution before us if two
members of the committee had not reversed their negative vote merely
to insure that Congress did have a budget resolution to debate. To
me, that is more than adequate evidence, given the content of the
resolution itself, that we cannot and must not adopt the resolution as
reported. If this body will truly deal with the budget problem by
amending the legislation to eliminate the deficit or, at least, to substantially reduce it, we will be taking a giant step toward assuring
that our new procedure amounts to something. If, however, we adopt
this resolution-or anything remotely resembling it in terms of the
size of the budget deficit it endorses-we will be demonstrating that
there is only one way left whereby Federal spending can be brought
under control.
CONSTITUTIONAL AMENDMENT

Since I doubt our resolve to take the necessary action to alter this
resolution, I want, simply for the Record, to suggest once again that
what we really need is a constitutional amendment mandating a
balanced Federal budget. I have been joined by over 30 cosponsors
in introducing such an amendment embodied in House Joint Resolutions 318 and 319, and an identical proposal has been introduced in the
Senate by Senator Curtis and several of his colleagues.
My proposal contains a self-implementing mechanism which automatically insures a balanced budget by the end of the fiscal year. If
Congress appropriates more money than can be covered by expected
revenues, my amendment will require that we either find a way to
produce more revenue, or we cut back on some unnecessary spending.
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I have proposed a constitutional amendment because it is obvious
that statutory restraints alone have no meaningful impact on Congress.
The debt ceiling and the current budget recommendation procedure
both demonstrate conclusively that a mere statute can be too easily
amended, evaded, or simply ignored by the Congress. The body that
enacted it can easily change it or repeal it.
I should point out that my proposal does include a method by which
the requirement for a balanced budget can be suspended in the event
of a formal declaration of war by Congress or a national emergency,
as formally declared by a three-fourths vote of Congress.
WHIPPED TO PIECES IN TIHE WINDS OF POLITICAL EXPEDIENCY

The budget deficit proposed in the resolution we are currently
considering is the highest ever for a peacetime budget. The national
debt grows larger by the day. I have said before and I repeat now,
"We can only resolve our serious economic problems by undertaking
a firm commitment to fiscal responsibility and by securing that commitment to the rock of the Constitution so that it will not be whipped to
pieces in the winds of political expediency."
I am convinced thaf Congress will never resist the pressure to
engage in deficit spending until a balanced budget is mandated in the
Federal Constitution the same as it is in many of our State constitutions. With the stiff alternatives of higher taxes or reduced spending,
the pressure on Congress squeezes us into the weak fault of deficit
spending. Until that fault is blocked completely, no hard decision as
between increasing revenues and reducing spending will ever be made.
If by mandating a balanced budget, we narrow the alternatives to two,
it is clear from past, practice and from the facts of political life that
the easier choice will then I to reduce Federal spending.
CHALLENGE TO PROVE WRONG

I challenge my colleagues to prove me wrong right here on the floor of
the House today, by cutting baek the deficit recommendation in the
resolution to a level that will balance the budget. Nothing would give
me greater pleasure than to have to eat that kind of crow.
The CHAIRMAN. The Chair recognizes the gentleman from California
(Mr. Leggett).
(By unanimous consent, Mr. Leggett yielded his time to Mr.
ONeill.)
The CHAIRM•AN. The Chair recognizes the gentleman from Maryland
(Mr. Bauman).
(Mr. BAUMAN asked and was given permission to revise and extend
his remarks.)
Mr. BAUMAN. Mr. Chairman, we have repeatedly heard Members
arise and discuss elaborate amendments which they allege pertain to
Federal pay increase ceilings, aid to the elderly, "caps" on social
security increases and the like.
I do not know what kind of a fantasyland the floor of the House
has become but no such amendments are or have been before the House.
The O'Neill substitute has had great claims made in its behalf as to
how it will shift spending from one program to another. All of this is
absolutely incorrect.
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The reason can be found in the response the Chair made to a
parliamentary inquiry I made yesterday. On page H3462 of the proceedings of the House you can read a clear statement from the presiding officer that no amendments are in order except the very limited
changes which may be offered to aggregate sums contained in the
concurrent resolution; namely, sums for total Federal revenue,
total budget authority, total outlays, thi national deficit and the
national debt. Anything else a Member may say when offering his
amendment to change such sums is his own wishful thinking and little
else. The gentleman from Michigan (Mr. O'Hara) pointed this out
in his remarks earlier today.
PROCESS BANKRUPT

It is truly a measure of the unreality of this entire budget process
that grown men and women stand before the House and delude themselves into thinking that we are accomplishing something that cannot
and has not been done. In this resolution we do nothing more than
set target budgetary levels, and we make no policy or specific spending
decisions. Policy questions will have to be left to future action by
the Congress, and if what we have seen here today is any indicator,
the taxpayers of this Nation will be just about as bankrupt as is this
so-called budget reform process.
The CHAIRMAN. 'iihe Chair recognizes the gentleman from Georgia
(Mr. Landrum).
Mr. LANDRUM. Mr. Chairman, the O'Neill substitute to the pending
resolution as amended by the Reuss amendment increases the deficit
over what is in the pending substitute by $4 billion. In effect, the
O'Neill substitute will now, by the Reuss amendment, direct the
Committee on Ways and Means to close loopholes, to raise taxes.
Here are some of the areas in which taxes could be raised if the
Committee on Ways and Means studied this: It could be the deductibility of mortgage interest on owner-occupied homes, the deductibility of taxes on social security.
TIhe CHAIRMAN. The Chair recognizes the gentleman from Ohio
(Mr. L,,atta).

(Mr. LATTA asked and was given permission to revise and extend
his remarks.)
WORST AMENDMENT OFFERED

Mr. LATTA. Mr. Chairman, notwithstanding my deep affection
and admiration for the majority leader, I must oppose this amendment. I think it is probably one of the worst amendments that has
been offered. If this amendment is agreed to, I might have to vote
against the concurrent resolution.
Mr. Chairman, I yield the balance of my time to the gentleman
from Georgia (Mr. Landrum).
The CHAIRMAN. The Chair recognizes the gentleman from Georgia
(Mr. LANDRUM).

Mr. LANDRUM. Mr. Chairman, there are many other categories,
such as the withdrawal of objection to municipal bonds, and other
such things, that the committee could study.
The CHAIRMAN. The Chair recognizes the gentleman from Massachusetts (Mr. O'Neill).
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(Mr. O'NEILL asked and was given permission to revise and
extend his remarks.)
(By unanimous consent, Mr. Adams yielded his time to Mr.
O'Neill.)
Mr. O'NEILL. Mr. Chairman, we have had very interesting and
full debate this afternoon. We heard thle gentleman from California
(Mr. Rousselot) offer an amendment which would have brought
us back to the days of McKinley.

FROM 31C KINLEY TO 11OOVER
We had the gentleman from Ohio (Mr. Latta) offer an amendment.
I believe in my 20 years of friendship with the gentleman from Ohio
(Mr. Latta) I have seen him improve from espousing the cause
of McKinley up to the era of Hoover. The amendment that was
offered by the gentleman from Ohio (Mr. Latta) would have brought
us to the days of Mr. Hoover.
So we would have gone from McKinley in one amendment to
Hoover in the next one.
NIXON AND FORD

The Landrum amendment is the next one. The Landrum amendment
brings us to the philosophy of Nixon and Ford. The budget is an
expression of a philosophy and we have seen the Nixon administration,
for the last 6 years, with its billions and billions and billions of deficits.
The Members have seen us go into a depression; the Members have
seen inflation.
What does the amendment as offered by the gentleman from Georgia
(Mr. Landrum) do? It keeps the status quo. The gentleman wants u.s
to follow practically along with the same budget Mr. Ford has been
asking for all the time. The gentleman wants to go along with unemployment, unemployment, unemployment.
May I say with regard to the amendment offered by the gentleman
from Georgia (Mr. Landrum), if my amendment fails, the gentleman's
amendment does take effect.
CAPS RE31OVED

T.

What the O'Neill amendment does is this: It takes off the cap3.
In other words, the resolution provides a recommendation that of
Federal employees pay be pegged at 5 percent and that unemployment compensation, social security, and benefits for retirees, including
military retirees, be pegged at 7 percent. My amendment takes these
ceilings off. As we know, those under social security and Federal
employees will be entitled to an 8.6 percent pay raise in July. However,
the Landrum amendment rolls it back to a 5 percent pay raise for
Federal employees and the 7 percent for retirement benefits. In other
words, the Landrum amendment takes it exactly as in the resolution.
Mr. LANDRUM. Mr. Chairman, will the gentleman yield on that
point?
Mr. O'NEILL. I will be happy to yield to the gentleman from
Georgia.
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Mr. LANDRUM. Mr. Chairman, certainly the gentleman spoke
inaccurately about what the pending resolution by the gentleman
from Georgia does. He is not reading the language accurately as to
what my amendment does or does not.
The gentleman is saying that it takes off the caps completely. Tihe
Landruin amendment does not touch the caps. It leaves the caps as
the Committee on the Budget recomnmen(le(l.
Mr. O'NEILL. I (10 not yield to the gentleman further. That is
exactly righitMr. LANDRUM. Wait a minute, please.
Mlr. O'NEILL. Mr. Chairman, I do not yield to the gentleman any
further.
Mr. LANDRUM. The gentleman said that the Landrum amendment
takes it, away.
Mr. O'NEILL. Mr. Chairman, my amendment will clean up the
inequity of the resolution. It would'have reduced the social security
benefits from 8.6 to 7 percent. XMy amendment takes the cap off.
GOOD AMENDMENT

As far as the amendment proposed by the gentleman from Wisconsin
(Mr. Reuss) is concerned, it is a good amendment.
M[r. Chairman, I urge that my amendment be adopted.
Mr. GOLDWATER. Mr. Chairnman, there was a time when Members
of the House of Representatives could offer some hope to the beleaguered American taxpayer that the Congress was really interested
in his plight and would quickly and intelligently move to help him.
There were many Members of 'the Congress that pointed to the 1974
Budget Impoundment and Control Act as a clear signal that the
Congress had begun to respond.
Well, Mr. Chairman, if House Concurrent Resolution 218 is any
indication-and I believe it is-of what the taxpayer can expect
in the way of immediate help in fiscal matters from this Congress
they had better hold on to their wallets real hard.
3MISSES POINT

House Concurrent Resolution 218 recommends a Federal budgetary
deficit of almost $74 billion and a so-called temporary increase in
the public debt limit of some $93 billion. This report accompanying
the resolution says inflation and unemployment are the crises most
threatening our Nation. TVhe report and the resolution simply miss
the point. The fact is that Federal (deficit spending is the basic cause
of our current economic plight. 'This resolution, by proposing to
add an additional $74 billion in deficits, is pouring gasoline on a fire
that is burning steadily out of control. This so-called product of
congressional budgetary reform will aggravate the very problems it
is claiming to be able to cure.
Regarding the provision to increase the national debt by $93 billion,
this Joint Budget Committee report makes the assertion that deficits
are all right under the circumstances. Thlat is a very interesting claim
and possibly it is one that we should take seriously. If deficits are

OK, why not quit playing word games with these debt limit increases,
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stop calling them temporary, and not only permanently increase
the debt but also remove alny limits. It is obvious why the committee
has not recommended such a course because it knows full well that
such a policy would cause immediate and utter financial collapse.
And yet, this same committee is seriously calling on this Congress
to adcdi to an already staggering debt sum-$624 billion with the
proposed increase-and to (1o it in the name of fiscal intelligence and
soundness. It is a sham and a folly.
NOT BASED ON SOUND ACTIONS

Thi:i resolution, Mr. Chairman, is not based on sound fiscal policies
and actions. While it is true that we cannot correct all the economic
ills that plague our country, this first budget resolution is certainly
the place to begin, and the simple fact is that the Joint Committee
on the Budget has failed to effect any budgetary reform outside of
regaining some congressional control over the impioundment process.
What this Congress should be doing is calling for i bialaned budget,
permitting only the most necessary and limited increase in the national
debt, and admitting that congressionally sponsored deficit spending
iF, the basic cause of inflation, unemploynent, and the economic
injury being endured by our elderly and others on fixed incomes.
Mr. ANNUNZIO. Mr. Chlairman, while I amniI supportrt of the princil)le
of the resolution before us today, I am concerned that we are increasing our budget deficits faster than our ability to repay.
House Concurrent Resolution 218 calls for a budget deficit of
$73.2 billion for fiscal year 1976. This is far too much for the already
overburdened taxpayers to absorb. Let me make it clear that my
criticism of the resolution's deficitt in no way indicates support for
President Ford's budget deficit which he projects to be $51.9 billionboth figures are too high.
Just as a housewife cannot continue to pay for this week's groceries
by borrowing against next week's paycheck, we as a country cannot
continually borrow against future earnings to finance on an unrestricted basis the, country's current operations-. The national debt
continues to grow and, in fact, under the proposal contained in House
Concurrent Resolution 218 it will cost us $20 billion on an aggregate
basis to finance the interest on the debt.
PEOPLE GOING TO PAY TIHE BILLS

Mr. Chairman, time and time again the American people have
expressed their sentiment that Government spending be reduced.
The American people realize that they are the ones who are going to
pay the bills for the programs which we establish in the Congress.
Many of these programs are extremely beneficial and should be
increased. For instance, we need expan(led public service employment, just as we need to create jobs wherever possible. However,
spending is not the answer to the economic ills of our Nation. Some
programs must be cut.
Every time we spend a deficit dollar we not only saddle the taxpayer
with a dollar's worth of debt, we also add the interest that must be
paid to a lender to borrow that dollar.
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RESORT TO PRINTING PRESS MONEY

The more the Government borrows, the higher the cost of borrowing becomes since there are only a certain number of dollars available
unless we resort to "printing press money." But that simply creates
more inflation and in the long run also drives up interest rates. Thus,
when the Government borrows large sums of money it is competing
with the private needs of our economy, particularly home mortgages.
This competition for a limited amount of dollars means that everyone
has to pay more for the money. I am certain that this is not what the
Budget Committee is seeking to accomplish.
The answer must be to reduce Government spending immediately
and as a long-range goal reduce the public debt substantially.
'ro accomplish the reductions, I feel that we must have a general
reduction in the authorized spending level of the resolution. The
unfortunate part of this is that two-thirds of the deficit is composed
of expenditures over which we have no control, such as interest on
the national debt and social security commitments. However, there
remains $106 billion in expenditures over which we do have control.
We can and should make reductions in these expenditures, not by
slashing programs in a haphazard manner, but through a concerted
effort to bring about meaningful savings.
CONSOLIDATION OF GOVERNMENT

One such approach is a consolidation of Government. We have far
too many Government agencies-many of which have overlapping
jurisdiction. It is my suggestion that the committees of the Congress
as well as the executive branch review every agency, department,
bureau, division, section, and branch of the Federal Government to
determine if meaningful cost-cutting consolidations can be achieved.
These consolidations would not mean the loss of current jobs, but
rather that there would be an attrition through retirements.
As it is with many things, the most difficult part of cutting costs is
the first step or cutting the first dollar. Today we have an opportunity
to take the first step. While I am not suggesting that we should not
support House Concurrent Resolution 218, I am suggesting that we
commit the House to a program of reducing the unnecessary Government expenditures and that we charge the Budget Committee with
such a goal.
Mr. Chairman, we do not have an unlimited supply of money
just as we found that we did not have an unlimited supply of oil.
We waited too long to act on the oil situation. I only hope that we
will not make the same mistake in the money matter.
LANDMARK DOCUMENT

Mr. MILFORD. Mr. Chairman, the first concurrent resolution on
the budget will be a landmark document in American economic and
financial history. On the eve of our Nation's bicentennial observance,
the Congress for the first time is being requested to vote upon a
resolution which sets forth major targets for the Federal Budget and
the Public Debt in the fiscal year ahead. This is a grave and critical
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responsibility for the Congress. After decades of divided responsibility
between the Congress and the executive branch regarding fiscal
matters, the opportunity is now at hand for much closer coordination
in the conduct of our Nation's fiscal affairs.
At a time when Federal spending, the deficit, and the public debt
are growing at unprecedented rates, the Congress must look ahead
and must be ever conscious of the effects of its decisions today upon
the ability of the American people in the next century to enjoy the
fruits of economic progress that have been our heritage from our
Nation's first two hundred years of existence.
It has become abundantly clear in recent years that the seemingly
unlimited frontiers that confronted our forebears indeed have isappeared. Our geographical boundaries were ierced decades ago,
whereas today we have to face the hard, cold fact that there are
serious limits to the availability of our natural resources. There is
no more dramatic or compelling evidence than the case of energyespecially the oil and gas that has played so vital a role in the economic development of my home State of Texas.
HIGHEST STANDARD OF LIVING

For a long period of years our Nation has grown and l)rospered
through the marvels of technology and industrial development that
have made our citizens more productive with the application of cheap)
and abundant energy. The gains in human productivity made possible
by this technology and energy have enabled us to enjoy the highest
standards of living ever known to mankind. They have nourished our
expectations to the point where many ef us-indeed too many of ushave found it only to easi- to turn to the Federal Government to see
that our desires are satisfied.
The cost of Federal programs created in response to such aspirations
has mushroomed at an alarming rate, and efforts to just slow down the
trend thus far have proved futile. I invite the attention of my colleagues to the targets of the Resolution under consideration which
point to a deficit of $73 billion in fiscal year 1976 with the result that
the public debt would increase to $624 billion. Some observers contend
that the deficit target will not be achieved and that the figure might be
as high as $100 billion. We can admit that price inflation has l)layeed a
major role in the mushrooming of Federal fiscal totals, but it bears
noting that it took over 150 years to accumulate deficits leading to the
first $100 billion mark in the debt. World War II saw the second $100
billion mark passed in 1944. Thereafter it took 18 years to reach $300
billion, and 8 more years to reach $400 billion by 1970. The debt is now
over $500 billion, so that we added the last $100 billion in only 5 years.
Now, with the target before us at $624 billion at the end of fiscal year
1976, we are looking at debt creation that has no historical l)recedent.
DEBT AND SPENDING IN RELATION TO GNP

I am fully aware of the point that the debt and the level of Federal
spending should be considered in light of their relationship to the size
of the economy or gross national product. But I would submit to my
colleagues that the very rapidity of the growth-under the powerful
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thrust of inflation-is a. cause of genuine concern. It is thus gratifying
that the Committee on the Budget has seen fit to include in the
resolution before us the caveat which states:
While a substantial deficit in fiscal year 1976 is both unavoidable and necessary,
a comparable deficit in a resurgent economy could spur inflationary pressures.
Therefore, in fiscal year 1977 it may be necessary to moderate Federal spending in
order to avoid an overexpansion of the money supply or a return of higher interest
rates brought about by increased private and public credit demands.

It is my view that the fires of inflation have not burned themselves
out. They have been dampened, but they are still smoldering-ready
to blaze into critical dimensions if new fuel is l)olired on. Therefore, I
would esl)eciallv emphasize to my colleagues in the Congress that the
challenge is still ahead of us. It wIll be our responsibility to see that our
fiscal actions do not feed the fires of inflation, but instead foster the
stable economic climate upon which the real growth and progress of our
Nation-and thus the standard of living of our l)eol)le-must (lep)en(d.
LIMITATIONS ON RESOURCES

Against, the background of limitations on our resources, therefore,
the Congress will have to be concerned to an increasing degreee with the
priorities that will be required to assure that Government sl)ending
will not be a process of satisfying every asl)iration of pressure Yroups
and their constituents, but rather one of preserving an economic
climate by which sound and stable economic growth can be nourishe(l.
The Congress will clearly have to sort out those demands upon our
Treasury which will contribute to the greatest degreee to our national
growth and give them highest priority, and to reject those which ma1y
dilute our national substance through inflation and other phenomena
and which thereby may sap our strength both domnestically and internationally. It is distrIessing to hear the often stated charge that the
Congress has been irresponsible, prone to spend and spend without
full al)preciation of the economic consequences. We have the oi)l)ortunity in this congressional budget process to respond to that charge,
and I hope that we shall-with courage and determination.
DIFFICULTIES IN MAKING FORECASTS POINTED YP

I have not sought in my remarks to evaluate the specific targets we
are considering in this resolution. The extensive hearings and deliberations of the House and Senate Committees, with all their expert
testimony and analysis, point up the difficulties of making forecasts
and projections in a complicated economic climate, but I would again
emphasize that the sheer size of the spending and the deficit, compared
with levels of even recent years, disturb me greatlly-especially if we
should fail to bring them tinder control in the years ahead.
In presenting the resolution for our consideration, the committee
report emphasized, as one of the two critically important aspects of
our current economic and budgetary situation, thatThe largest single cause of the deficit is the recession itself, coupled with the tax
reductions that both the President and the Congress have agreed are essential to
stimulate economic growth. If the unemployment rate could be reduced to 4.2
percent during all of fiscal year 1976, the budget would be substantially balanced.
Consequently, our overriding need, both in humanitarian and economic terms, is
to put people back on the employment rolls as quickly as possible.
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There can be no disputing that "the largest single cause of the
deficit is the recession itself." The decline in business activity and
cessation of economic growth have eroded the base of Federal revenues. The rationale for a heavy budget deficit and concomitant growth
in the debt rests in the stimulus expected to be provided to the economy which hopefully will strengthen the revenue base.
It. is my view that although the cause of the deficit may be the
recession itself, we should be especially mindful that the cause of the
recession is the critical, double-digit'inflation that has plagued our
economy in the recent past.
INFLATION AS POWERFUL AS MILITARY M1IGlIT

One of the most important challenges to this body is to develop a
clear understanding of inflation and what it does to economic, social,
and political institutions and processes. History records in case after
case the destruction that inflation has wrought to the economies and
governments of nations. Indeed, inflation has been employed as a
weapon that sometimes has proven as powerful as military might. At
this critical juncture in tile Far East, one may inquire as to the role
inflation may have played in what, appears to be an impending collapse
of South Vietnam, where price indexes have increased 600 to 700 percent since 1968 and the cost of living as more than doubled within the
last 2 years.
The Congress recently enacted tax rebates and reductions. This
action may be viewed, in a sense, as a return to the people, especially
to the lower income groups, of, the insidious tax they are now paying
through inflation. rhe tax reductions as of tile moment provide some
relief from the high cost of living resulting from tile inflation, but any
benefits can and will be eroded if inflation is not arrested. It is thus
reassuring to me that the Committee on the Budget has taken note
of tile danger of inflation beyond fiscal year 1976.
DEPARTED FROM PAST PATTERiN

It is my hope that as the congressional budget process moves forward and the initial targets are followed by more definitive budgetary
policy actions, that proper weight will be given to the destruction
already caused by inflation and to its inherent dangers for the years
ahead. Although I am not an economist, I am impressed by the argument that our recent experience has departed widely from the pattern
of past business cycles, which usually had self-correcting forces built

into them.
Perhaps the most visible signs of the recession in recent months
can be observed in the automobile and housing industries. Although
the high cost of energy has been a factor, there can be no disputing
the fact that inflation has priced too many potential purchasers of
new homes and automobiles out of the market. The result has been
widespread unemployment and loss of incomes, with ripple effects
across a broader spectrum of business and industry. In less dramatic
dimensions, the same imbalances and distortions created by the inflation have seeped into many lines of business, some of which can
adjust fairly quickly while others see little likelihood of working out
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of their problems any time soon. The uneven effects of inflation
across the broad spectrum of economic activities and the social
structure are a phenomenon of today's environment that usually
have not attended past business-cycle recessions. It is therefore
incumbent upon the Members of the Congress to be guided by the
knowledge that serious inflation destroys jobs, incomes and sales,
and that these effects are translated directly to the revenues and
budget performance of the Federal Government.
SAVINGS AND INVESTMENT FUNDAMENTAL INGREDIENTS FOP, GROWTH

Difficult as the current environment may be, we should look ahead
with confidence and resolution in the knowledge that a responsible
Congress, embarking upon this history-making mission, can and will
provide a fiscal foundation upon which economic growth and progress
will be nourished. As we put to rest the forces of inflation, the fundamental ingredients for growth-savings and investments-will be
restored to proper balance. Our people and the business community
will have confidence that the long-range integrity of their savings
will be preserved, and that capital thereby will become available to
finance both critical national needs-such as energy, raw materials,
transportation, and industrial capacity-as well as homes and other
elements that are a part of the better life. These needs cannot be
supplied by tapping tile public purse. They have to be resolved by the
productivity of our citizens that is nourished by a free society that
recognizes the indispensability of savings and investment.
Mr. HANNAFORD. Mr. Chairman, I rise in support of this amendment to lift the ceiling of 7 percent on social security benefits and the
ceiling of 5 percent for Federal employees' salaries.
LEGAL AND MORAL REASONS

While I commend the outstanding work done by the very able
Chairman Brock Adams and his committee for providing this muchneeded congressional initiative in the budgetary process, and while I
am pleased that the committee saw fit to reject the earlier administration proposal for a 5-percent ceiling, I firmly believe that we must
now remove altogether these arbitrary caps for two reasons: legal and
moral.
Last year Congress committed the Government to a cost-of-living
increase to Federal retirees under Public Law 93-233, the Social
Security Amendments of 1974; and earlier had enacted the Federal
Pay Comparability Act of 1971 which states the intent of Congress
that pay for Federal employees should be reasonably comparable to
the private sector.
I share the view that Congress does have an obligation to the
retirees who have paid taxes and made other contributions to retirement funds. Therefore, I agree with the present law thF these benefits
need to be constantly readjusted with the cost of living in order that
benefits have some reasonable relationship to their contributions.
For the Government now to impose inadequate ceilings could be
considered not only a breach of promise, but a violation of law.

WELL BELOW POVERTY LEVEL

However, and more importantly, this harsh action is a violation of
conscience. Surely, we should not be squabbling over the means of
providing a decent standard of living for the elderly on social security.
Jhe average retired worker in December 1974 was receiving only $188
per month, well below the poverty level.
I would hope that it is not necessary to paint a picture of the plight
of many of our elderly on fixed incomes trying to make ends meet
during these inflationar.v times.
Mr. Chairman, I fully support efforts to reduce our enormous
Federal budget. However, I believe this cannot be done by this
means which violates both law and conscience.
Let us hope that part of the reforms of this new budgetary procedure
is a redirection of our resources to reflect our concern toward people
oriented programs.
HISTORIC DEBATE

Mr. GILMAN. Mr. Chairman, yesterday the House began debate
on the first budget resolution reported by our new House Budget
Committee. We are now engaged in a historic, precedent-setting
debate that will shape the future parameters of our budgetary process.
House Concurrent Resolution 218 is the first concurrent resolution
on the budget submitted by the House Budget Committee under the
1974 Budget Impoundment and Control Act.

The Budget Impoundment and Control Act created a new framework for congressional decisionmaking on spending and fiscal policy.
Specifically, a statutory timetable was developed to organize the
authorization and appropriation process. The act also created House
and Senate Budget Committees in order to monitor the budget
and to set targets for individual spending decisions with the support
of a new Congressional Budget Office. Finally, the 1974 act directs the
House and Senate Budget Committees to consider the President's
budget, formulate alternative budgetary priorities for congressional
consideration and to coordinate spending actions taken by other

committees.
I join my colleagues in commending the hard work and painstaking
efforts of the Budget Committee, its chairman, and staff, even though
I believe, along with many of my colleagues, that the size of the
estimated budget deficit-$73.2 billion-should be a dire warning to
all of us that our economy is running rampant and unless we apply
reasonable restraints, we will be heading for fiscal disaster.
OPPOSE ACROSS-TIIE-BOARD BUDGETARY CUTS

While I oppose across-the-board budgetary cuts, I do support the
views of those Members who urge upon us greater budgetary restraint.

The proposed $73.2 billion deficit is excessively high, especially when
we consider that this figure would increase the aggregate public debt
to $624 billion at the end of fiscal year 1976. Such a deficit estimate is

scarcely compatible with the idea of fiscal discipline even in a recession
economy.
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Accordingly, I urge my colleagues, in considering this legislation, to
vote for target levels that will insure that the fundamental purpose of
the 1974 Budget Impoundment and Control Act is lived up tonamely, increasing congressional responsibility in controlling the
budgetary process.
Mr. MCULORY. Mr. Chairman, in considering my vote on final
passage of this measure (H. Con. Res. 218), the legislative budget for
1976, it is my position that we are not exercising our newly acquired
authority in a responsible manner-by approving a budget deficit of
more than about $54 billion. The earlier remarks of our colleague from
Texas (Mr. Wright) are very persuasive. I agree with the principle he
has enunciated. However, I question that we are exercising our
budgetary authority responsibly when we give our approval to Federal
spending which totals more than $360 billion, and a deficit of more
than $70 million. I do not agree that I am forced to vote "aye" on
final passage of whatever the resolution contains. I feel it is far more
responsible to vote "no."
IMPORTANT STEP

Mr. NEAL. Mr. Chairman, I want to add my support to House

Concurrent Resolution 218. I do so not because I am satisfied with
all its provisions, but because I think it is an important step in the
right direction. It is, however, no more than the toddling first step of
an infant idea. Until the idea is tried and develops more muscle, we
can never be sure whether it will stand or fall.
There are few Members of this body who do not recognize the need
for restraint in the management of this Nation's fiscal affairs. We are,
individually, rather expert at pointing our finger at causes, and sometimes have been slow to discover cures. As a new Member who camaigned vigorously for fiscal responsibility in Government, I, too,
ave some personal ideas as to who is responsible, and to what extent,
for our present condition. Inflation is not altogether the result of
deficit spending, as many of my colleagues insist. There has been,
over the past 6 years, a colossal mismanagement of our monetary
policy-by the Federal Reserve-and an appalling abuse of economic
power by major corporations which are capable of controlling or
manipulating markets.
CO''GRESS' POWER TO CONTROL ECONOM31Y ANTIQUATED

The idea that Congress has absolute power to control the economy
is as antiquated as many of the arguments I have heard propounded
here yesterday and today. To declare that a balanced budget is
possible for fiscal year 1976 is to apply an ancient cure to a new
disease. For the first time in our history, we face the two-headed
dragon of inflation and recession at the same time. Slings and arrows
are inadequate. We need a new weapon-new ideas. We have one
weapon, the Budget Control Act. We axe beginning to use it, as the
Budget Committee demonstrates in the resolution now before us.
It is astonishing to me, Mr. Chairman, that the need for a Budget
Control Act was not recognized until just 2 years before this Nation's
bicentennial. In retrospect, it should have been an early order of
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business of the first Congress. The fiscal picture is a mosaic which we
have for too long viewed one panel at a time. No wonder we have
tried to fit the right pieces into the wrong places. We have tried,
really, to control a monstrosity without providing ourselves the
means of doing it.
The resolution now before uq represents a good start at a new
beginning. It gives us the means of responsible control of fiscalpolicy.
It does not however provide equal control of monetary policy, or of
the monopolistic practices of some industry and much labor. We must
first get our fiscal house in order, then compel or persuade the Federal
Reserve to exercise the same wisdom in its operations. We must enact
meaningful tax reform and insist on strict enforcement of antitrust
laws to bring those factors into harmony with the new idea of congressional control of the budget. We must reform our welfare system, our
regulatory agencies, our foreign policy, our energy policy and be
willing to take a fresh look at every aspect of our public policy for
waste, mismanagement, inefficiency and improper direction. Then
and only then will we have a healthy, stable economy.
DEFICIT LESS THAN CONGRESSIONAL COMMITTEE AGGREGATES

What we have in the resolution is a targeted deficit of $70.032
billion. In better times, such a deficit would be unthinkable. But it is
$26.8 billion less than the ag•regate projections of the various congressional committees. The President's budget, on the other hand, creates
almost the same deficits but gives us a dehumanized proposal which
deals with figures, not with the needs of people. America is not a
conglomeration of smokestacks and artillery pieces. It is a nation of
people. The first are important only as they benefit the second..
So now, in this time of great need, we must provide the stimuli
necessary to get Americans working again. When Americans are back
at lost jobs, or recalled from furlough, and working full weeks, we
must move swiftly toward the laudable goal of a balanced budget. I
believe it will be possible under provisions of the Budget Control Act.
beginning toward economic stability,
I believe we have here a good
which is the only condition under which a balanced budget is possible.
I commend the Budget Committee and urge adoption of this resolution.
INFLATION SLOWED

Mr. GRADISON. Mr. Chairman, the proposed deficit of $73.2
billion, which has been recommended by the House Budget Committee,

is simply too big. There is too great a danger that .this deficit could

cause a renewed surge of inflation which would be extremely damaging

to the economy at this critical time. Inflation has slowed down sharply
in recent months and this has led to a general expectation that recovery
from recession will begin soon. In fact, some signs, such as consumer

spending, indicate that the recovery may already be getting under
way. The best step that Congress can take now to encourage recovery
is to implement a reasonable budget policy that will allow the recovery
to proceed without renewed inflation.
In the report accompanying their recommendation for a $73.2
billion deficit, the House Budget Committee went to great lengths
52-659-75-60
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to say that this deficit would not be inflationary. Despite these
attempts to downplay the dangers of the deficit, the fact remains that
a deficit of this magnitude would have dangerous consequences.
First, it would result in too much of the available credit supply
being used by the Federal Government and not enough capital
being available for private borrowers. The House Budget Committee
estimates that total Federal borrowing of $96 billion will be required
to finance the proposed deficit in fiscal year 1976. When the Federal
Government starts borrowing these huge sums, it means that many
private borrowers will have to do without capital needed for investment. This private investment is essential if we are to provide productive jobs !or millions of unemployed workers and new workers.
Second, an excessive deficit would mean that pressures will grow
to expand the money supply at an excessive rate. This in turn means
more inflation.
Third, an excessive deficit this year will make it that much harder
to control spending in future fiscal years. The Budget Committee
report notes that Federal deficits are bigger problems when they
occur in good years than in recession years. But the report fails to
recognize how hard it is to cut back on spending once it gets started.
Experience shows that it will be difficult or impossible to reverse the
momentum for more spending if we have a $73 billion deficit for
fiscal 1976. Thus we will be laying the groundwork for excessive
deficits in fiscal year 1977 and beyond.
MORE HARM THAN CURE

The new spending programs recommended by the Budget Committee include a number of proposals which, while ostensibly aimed
at fighting recession, would actually do more to increase inflationary
pressures than to help cure the recession. The major one of these
ill-conceived programs is a massive $7 billion public works program.
The problem with trying to fight recession by spending on public
works is one of timing. Many of the projects would not even get
started until recovery is well underway and the spending on these
projects continues long after the recession has passed. The public
-works spending proposals should be cut back sharply because of this
timing problem.
TAX CUT TO STIMULATE ECONOMY

The proper way to stimulate the economy is a tax cut to put
money quickly in the hands of consumers. We have already taken
this step and there are now signs that the tax cut is beginning to
have its intended effect. It would be counterproductive now to embark
on a massive public works program.
Those who are arguing for a $73 billion deficit or some higher
figure keep telling us that we need this deficit to cure the recession.
We should not forget that this recession is in large part due to the
runaway inflation of 1973 and 1974 which caused distortions to build
up in the economy. Unless we succeed in keeping inflation under
control, there is no way that we can have a full economic recovery.
The worst thing we could do at this point would be to try to cure the
recession all at once by rapidly increasing Federal spending.
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In order to create the conditions necessary for a sustained economic
recovery we should have a budget deficit at least $10 billion below
the $73.2 billion figure proposed by the Budget Committee. Already
the estimated budget deficit for fiscal year 1976 has gone from the
$51.9 billion which the President proposed in January to $60 billion
as of the President's March 29 address. We cannot afford a further
escalation of this figure to $73 billion. Instead, we should immediately
enact a spending ceiling no higher than $358 billion and a deficit
ceiling no higher than $63 billion and then adhere strictly to these
limits.
If we take these steps and thereby demonstrate the necessary fiscal
responsibility, all the indications are that we will have a solid economic
recovery. If on the other hand, we try to overstimulate the economy,
we are going to get ourselves right back into the same inflationary
mess that is at. the root of our current problems.
ADVERSE EFFECTS

Mr. MORGAN. Mr. Chairman, I would like to take this opportunity
to express to the House my concern over the potentially adverse
effect of House Concurrent Resolution 218 on the legislative responsibilities of the Committee on International Relations.
In the course of setting targets for the major functional areas in
the budget as reflected in the committee report, the Budget Committee
approved reductions in several programs under the Foreign Assistance
Act. These cuts total $1,635,000,000 or nearly 50 percent of the
executive branch request for budget authority in the programs affected.
In my judgment, this action on the part of the Budget Committee
is premature and represents an infringement on the jurisdiction of the
Committee on International Relations for the following reasons.
WITIIOUT VIEWS OF AUTHORIZING COMMITTEES

...

First, the Budget Committee's proposed cuts in foreign assistance
were made without reference to the views of authorizing committee
and without the benefit of expert testimony on the areas affected.
. In its March 15,- 1975, report to the Budget Committee, the Committee on International Relations stated that it had not received
-the executive branch presentation on the fiscal 1976 budget requests
for foreign assistance programs. Without such information, our
committee's report concluded that appropriate recommendations on
authorization and outlay levels could not be made at that time.
In spite of the fact that the executive branch presentations were not
yet available, and in spite of the fact that the authorizing committee
had not yet conducted hearings on fiscal 1976 foreign assistance
legislation, the Budget Committee proceeded to adopt reductions in
four specific foreign aid programs during the markup of House Concurrent Resolution 218.
I Second, the Budget Committee's cuts asreflected in the aggregate
budget authority proposed House Concurrent Resolution 218 could
have a prejudicial effect on the outcome of fiscal 1976 foreign assistance
authorizing legislation.
Third, I am concerned that these cuts, having been adopted without
benefit of the views of the authorizing committee, could set an un-

fortunate precedent for succeeding fiscal years. Since the congressional
budget process next year will involve the establishment of mandatory
budget ceilings on a functional basis as well as an aggregate basis,
on
such a precedent. could dvinvish, the proper role of the Committee
I .
Relations.
International
Fourth, by using the fiscal 1975 Foreign Assistance Appropriations
Act, wia model in adopting a cut in bilateral development assistance
programs, the Budget Committee failed to take into account several
important factors affecting the fiscal 1976 situation which did not
apply to the fiscal 1975 program.
LETTER ON CUTS IN FOREIGN ASSISTANCE

These factors were set forth in detail, in a letter which I sent on
April 29, 1975, to the distinguished chairman of the Budget Committee, the Honorable Brock Adams. The letter, which was cosigned
by 22 members of the Committee on International Relations, requests
that the Budget Committee take appropriate action to rescind the
effect on the budget resolution of the proposed cuts in foreign
assistance.
Mr. Chairman, if such action is not taken, I believe a precedent will
have been set which could impair the proper role of the Committee on
International Relations in shaping poliy in a vital area of our Nation's
foreign affairs.
The letter follows:
COMMITTEE ON INTERNATIONAL

RELATIONS,

Washingion, D.C., April 29, 1975.

Hon. BROCK ADAMS,
Chairman, Committee on the Budget,
U.S. House of Representatives, Waington, D.C.

DEAR MR. CHAIRMAN: The purpose of this letter is to bring to your attention
the concern of the Committee onInternational Relations regarding certain
aspects of the House Budget Committee's formulation of H. Con. Res. 218, setting
forth, on an aggregate basis only, the congressional budget for the U.S. Government for fiscal year 1976.
It is our understanding that, in the course of setting targets for the.major
functional areas in the budget as reflected in the committee report, the Budget
Committee approved cuts in four specific foreign assistance programs: Bilateeal
Development Assistance; Indochina Postwar construction; Grant Military
Assistance; and Foreign Military Credit Sales. These cuts total $1,635,000,000 or
nearly 50 percent of the President's request for budget authority in the programs
affected.
We ftlieve that these reductions raise several serious issues with respect to the
jurisdit•.'ional responsibilities of the Committee on International Relations in the
formulation of legislation authorizing United States foreign assistance programs.
1. According to the report accompanying H. Con. Res. 218, the proposed cuts
were based largely on spending levels adopted in the Foreign Assistance Appropriations Act for fiscal year 1976. No reference is made to the authorization legislation for the same fiscal year.
We are concerned that these cuts, having been adopted without the benefit of
the views of the authorizing committee, could have an adverse impact both in the
short term and in succeeding fiscal years.
First, the adoption of the reductions as reflected in H. Con. Res. 218 may have a
prejudicial effect on the outcome of fiscal year 1976 authorizing legislation.
Second, in view of the fact that the congressional budget process next year will
involve the establishment of mandatory budget ceilings both on an aggregate
basis and on a functional basis, we are concerned that the cuts in foreign assistance
programs embodied in H. Con. Res. 218 could set a precedent for subsequent fisce
years which could diminish the proper role of the Committee on International
Relations.

2. By using the fiscal year 1975 Foreign Assist'mce Appropriations Act as a
model in adopting cuts in worldwide Bilateral Development' Assistance and in
economic aid to countries in Indochina, the Budget Committee failed to take into
account several important factors.
First, the Foreign Assistance Act of 1974 prohibits the use of scheduled 'loan
receipts in development assistance programs after July 1, 1975. As reSi•tlt, the
Budget Committee's cut in this area would be $151.9gmillion larger than the reduction resulting from the Appropriations Act for fiscal year 1975. Second, the cut recommended by your Committee is inconsistent with the new
mandate for development assistance programs adopted. by the Congress -in*the
Foreign Assistance Act of 1973. That mandate recognizes that the only workable
solution to the current imbalance between world food production and the needs of
the earth's inhabitants lies in increased food production in the developing countries
and in reduced rates of population growth. As a result of this mandate, development assistance programs have been restructured to concentrate on helping the
poorest majority to realize these goals. A $400 million cut in fiscal year 1976 would
seriously
impede the U.S. contribution to that effort.
. Third, the
$550 million reduction in economic assistance to Indochina countries
fails to take into account the recent tragic developments in the area which may
reqlurn increased sums for refugee and humanitarian distance for fiscal year 1976.
o. Finally, the recommended reductions in MAP and FMS programs, if
adopted, would require radical alterations in United States security assistance
programs.
The Committee on International Relations has been conducting an in-depth
review of U.S. military assistance, training, and credit and cash sales programs.
The study is designed to develop information which will assist the Committee
and Congress as a whole in determining the future course of such programs. Until
such information is available, congressional consideration of the recommended
cuts in MAP and FMS programs could have a negative effect on U.S. foreign
policy and security interests abroad.
Specifically, in the case of MAP, the $425 million cut would fall below the
President's request by more than 50% and result in the smallest military assistance
program in over thirty years. Such a cut would either eliminate or severely reduce
assistance planned for Jordan, Korea, Lebanon, Greece, Turkey, Thailand,
Philippines, Indonesia, and Ethiopia, several of which have played an important
role in the external security position of the United States.
With respect to FMS, the $260 million cut would reduce the fiscal year 1976
program to $300 million. Such a reduction would destroy most of the flexibility
in the credit sales programs since it would severely reduce direct credit loans and
loans made on concessional terms. Moreover, if Congress should decide to rel:.azse
Israel from the liability of repaying the U.S. for $100 million worth of defense
articles and services financed through FMS, and reduce FMS accordingly as it
did in fiscal year 1975, only $200 million would remain to support the entire
program.
. In sum, we believe that the action of the Budget Committee in reducing the
Executive requests by nearly one-half is premature and represents an infringement
on the jurisdiction of the Committee on International Relations.
Therefore, when H. Con. Res. 218 is considered on the House floor, we res ectfully request that the Budget Committee take appropriate action to rescind the
effect on the resolution of the proposed reductions in foreign assistance. This
course of action would give 'the Committee on International Relations an opportunity to act on relevant authorization legislation. The results of such legislation
could then contribute to the Budget Committee's consideration of the second
concurrent resolution on the budget.
Thank you for your consideration.
THOMAs E. MORGAN,
Sincerely yours,
Chairman.
COSIGNERR
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Donald M. Fraser.

980
H01. Benjamin S. Rosenthal,

Ho:. Lester L. Wolff.
lion. Gus Yatron.

Heo. Roy A. Taylor.
Hon. Leo J. Ryan.
Hon.' Charles Wilson.

eoil. Donald W. Riegle, Jr.
'Hon. Cardiss Collins.

Hon.
Hon.
Hon.
Hon.
Hon.
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Hon. Benjamin A. Gilman.
Hon. Tennyson Guyer.
Mr. FRENZEL. Mr. Chairman, today we are concluding the first of
what will hopefully be annual debate and decisions on Federal spending activities and their effect on the Nation's economy. The results of
this debate will not affect, as is usually the case, one small segment of
society but will instead set fundamental policy on Federal spending
patterns.
NO POPULA.RITY PRIZES

One of the primary differences between this debate and other discussions on spending is the breadth of this subject area. It has no
single built-in constituency; no one-issue interest groups pushing for
their causes. No popularity prizes will be awarded to those who support or oppose the committee's approach to increased deficit spending.
We are talking abstracts, not specifics. This bill is essentially a musical
mood piece which will set the tone for our financial conduct and congressional responsibility in years to come.
For several months last session this Congress labored to produce an
effective system for budget control and oversight. We have constructed
a delicate instrument-one which can easily be thrown out of tune.
We have required that the committee submit to us for this year a
bill simply stating revenues, budget authority outlay figures, deficit
:and total debt limitation. Though the job will be much tougher in
future years when we require outlay figures in specific functional
categories, the committee has done an excellent job of putting to-gether this prelude.
The committee has performed yeoman service for which it deserves
high praise, but, to my mind, this first of two required budget resolutions is, in simplest terms, not a responsible treatment of the
Nation's budget. A deficit of $73.2 billion, bringing our total public
debt to $624 billion, is simply overloading our economy and its
citizens with greater debt than necessary.
HISTORY OF FEDERAL SPENDING

Before referring to the specifics of this fiscal exercise, I think we
need to look briefly at our recent Federal spending history. In the
past 10 years, with the advent of the Great Society period in congressional spending behavior and an intense concern with providing
personal services through Government programs, we have seen the
public debt soar into uncharted heights. General domestic assistance
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programs
haveforskyrocketed
by $80 billion.
This represents
of
18 percent
income supplements,
14 percent
for social increases
security,
17 percent for employ-e retirement, 18 percent for manpower and
social services, 10 percent for education programs, 35 percent for
medicare and medicaid, 44 percent for food stamps, all on aor annual
rate of growth. Those are staggering annual increases. The aggregate
of these yearly increases, outlays up 26 percent, is simply outrageous.
I mention these figures in light of the differing perspectives which
many Members seem to have of the task before us.
The Budget Control Act was designed to enable the Congress to
participate more effectively in the total fiscal picture; to provide
guidance to our individual authorizing committees and to provide a
new method of determining spending and taxation policies. Historically, our method of handling the budget can most kindly be described
as "piecemeal." Appropriation bills, authorizing legislation and revenue measures are passed "willy-nilly" while nary an attempt is made
in the legislative branch to approach these macroeconomic decisions
logically or coherently. My view is that we now have the opportunity
finally to bring our burgeoning budget under control and more effectively to direct funding priorities to areas of need.
PEOPLE DESERVE MORE THAN SHAKY FOUNDATIONS

However, it seems that the committee has dropped the first half
of this proposition and is concerned solely with directing greater
funds to policy areas, largely in general domestic assistance programs,
which it considers badly needed. The committee report, though not
the hard and fast listing which we will see in future years, reflects
this committee emphasis. We did not require, nor did we really expect, a solid fiscal foundation from the committee, but the people deserve more than the shaky foundations of House Concurrent Resolution 218.
After the passage of the Tax Reduction Act, the administration
proposed a budget, which would produce a deficit of $60 billion. The
hue and cry raised over that figure outside this body was enormous.
I also thought that even that figure was too high, but at least it included some basic and sensible budgetary assumptions which we seem
to have neglected in House Concurrent Resolution 218. Some of these
assumptions were a 5-percent across-the-board ceiling on cost-ofliving increases for Federal pay scales and other Government programs and a moratorium on any substantial new Federal spending
programs with the exception of energy. Prior to today's discussion
this body has already rejected or revised upward a number of the
legislative initiatives submitted to fulfill the goals stated above. Some
of the congressional acts include rejection of the food stamp price
increase; rejection of the President's energy programs; failure to
ratify numerous budgetary rescissions and deferrals submitted,
passage of a tax reduction act which provided excessive, wasteful
and unnecessary spending; and the passage of other programs drafted
and promoted as "emergency" unemployment reducers and economic
stimulants.
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PROBLEM LIES WITH AUTHORIZING COMITFTES

However, it is not fair to blame the committee for the problems
caused- by this entire body. In fact, it-is not fair to blame the entire
committee for the bill, since House Concurrent Resolution 218 was
passed by a 13 to 10 final margin. The heart of the problem is still
the authorizing committees. While the budget authority recommended
by the committee does exceed the President's adjusted request by
$2.5 billion, it is also $42.4 billion below the total estimates of the
other committees.
The committee also tried to be responsive on the outlays end. The
committee outlay recommendation is $8.6 billion above the administration request, but it is $30.2 billion below the requests of the other
committees. Obviously, budget control will not be effective until the
spending al)petites of authorizing committees are curbed.
There are problems with the bill which need more specific treatment. The most obvious areas are the effects of the deficit upon our
economy as a whole, the growth of the public debt and the effectiveness of the proposed expenditures as economic stimulants.
Earlier in this discussion, the distinguished gentleman from Texas
(Mr. Wright) has made a most interesting presentation on financing.
There is another point of view. One of the most disturbing aspects
of our present budget situation is the impact of a growing deficit on
our capital markets. In recent weeks we have witnessed increased
concern in the markets over the possibility of massive "crowding out,"
as it has been termed, of private borrowing by the hungry Federal
money monster.
SHORTFALL IN CAPITAL

A March 13 editorial in the Wall Street Journal took the position
that there will be a $35 billion shortfall in available capital. Since
the Federal Government is practically guaranteed of meeting its
needs, that seems to indicate that the private borrowers, especially
the smaller ones and those with less-than-perfect bond ratings, will
got the short end of the stick.
The Budget Committee report, unfortunately, seems to gloss over
this problem of financing the deficit with a one-page appendix, which
cites a February study by an economist in the Treasury's Office of
Debt Analysis. This study indicates that in fiscal year 1976, we
will not sufer from a shortfall of funds because of the sharp drop in
demand for private borrowings. That sharp drop in demand is partially
the result of crowding out. It would appear that in order for us to
be spared from "crowding out," we will have to pray for continued
recession and private borrowing. Even if we achieve thiis great victory
of avoiding crowding out this year or next year, what can we expect
of an economy that has delayed or abandoned its attempts to raise
capital essential for increased capacity, greater productivity and even
simple recovery?
WOULD LIKE TO BELIEVE ECONOMISTS; BUT

I would like to believe the economists who say we have nothing to
fear other than some short term or technical occurrences of "crowding
out." But the capital markets do not function according to theory
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or econometric models; they are strongly influenced by emotion and
psychology. Right now the market is beginning to get very scared.
It is not scared because Secretary Simon is sounding a stern warning,
a warning which some people have labeled irresponsible. They are
scared because they do not believe that Congress will obey its own laws.
. Since the highly-touted Office of Debt Analysis study was made,
Congress has passed billions of dollars, of unbudgeted, or off-budget,
programs. Since the Wall Street Journal editorial predicted that
there might be $10 billion of foreign investment coming in to help
us meet our capital needs, we have heard from some of the oil-richI
nations that maybe they will not be investing as much as we had
anticipated. The result is simply to draw us closer to an extreme
case of nerves in capital markets.
PREE•MPTIVE STRIKE

This week, only days before the Treasury is to offer $600 million
oi additional debt instruments, several corporations and a Canadian
provincial government staged what could only be termed a preemptive
strike on the capital markets. Obviously, their needs are so great that
to delay their offering would risk hardship. However, there are obviously others, both companies and State and local governments, who will
be forced to put off sale of debt. They have already been crowded
out because of the growing risk that they will not be able to sell all
or part of their offerings. How can you count the shortfall of those who
decide not to go into the market? It is an imprecise science. Maybe
we can live with the Budget Committee's $73.2 billion deficit this year.
Maybe we cannot. But, the best thing that this House could do to
prevent not only the true crowding out problem, but also the problems
caused by the psychology that anticipates it, is to reduce the outrageous deficit contemplated, or even mandated, by this resolution.
Confusing figures, charts, and graphs have been presented here
today to justify the enormous deficit and to allay fears of crowding
out. Those figures included all debt and do not mean much about
our credit markets. What is important is the ratio of Government,
State, local and Federal borrowing to private bond sales. That
ratio will be about 4 to 1 for the next year. The Federal money
monster will force some private long-term borrowing needs to be
postponed or abandoned and some to be converted to short-term
loans. This in turn will crowd out other short-term borrowers and
delay recovery from the recession.
NOT ONE-TIME PHENOMENON

Crowding out is not an abrupt, one-time phenomenon. It is a process
which for some borrowers is occurring already. The larger our deficit,
the more the crowding out process is accelerated, and the more our
economic recovery is delayed.
The most obvious example of "wasteful" programs suggested in the
committee report, and compensated for in the bill, are the public
works expenditures. The committee suggests a dumbfounding $5
billion figure for budget authorities and $3 b;llion in outlays for an
entirely unbudgeted accelerated public works program. I think that
the utility of this program is best described by the minority views
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filed concerning the 1972 public works impact program which was
billed to the Congress as a method for providing immediate employment opportunities:
It took nine months from the passage of that legislation to get the last project
aproved, 17 months to get the last project under construction and at 22 months
after,4 he approval of the Act, only 121 of the 203 projects had been completed.

That nauseous history alone speaks volumes about the inability of

public works programs to stimulate the economy quickly.
Besides the financing problem, the result of this overwhelming
deficit target, which is least acknowledged by the committee report, is
inflation. It seems to me the committee made little attempt to set any
spending priorities. It did reduce a few committee, requests, but, in the
main, accepted too much of what the authorizing committees wanted
to spend. Those committees must have wanted to spend very badly to
fashion $1 billion per day spending package. Inflation is beginning to
subside, but I believe this inflationary budget will heat it up again.
CONCEALS SPENDING

Another disturbing feature of the budget resolution is that it conceals spending in three areas. First there are the "off-budget items."
The administration says these will amount to around $12 billion in the
coming fiscal year, but, based on congressional action thus far, the
amount will probably be closer to $20 billion. The second concealed
item is spending over the President's budget which either or both
Houses have already approved. The third concealed item lies in the
intentions of our committees and our Congress to spend more than is
in this budget resolution. Each committee is attempting to cure the
recession singlehanded and is inventing all manner of obscure programs
to do so. Our profligate Congress will not be able to resist very many of
these wild spending proposals.
OVERESTIMATED GNP

Also concealed in this budget report is what, in my judgment, is an
overestimate of gross national product and overestimate of revenues.
The final concealment, and perhaps the worst of all, is the fact that
much of the spending that we do in the name of social progress or
recession fighting never gets to its target. The spending is lapped up by
the administrative costs of government at all levels, and thus almost
every program we pass becomes a little PWA for Government employees.
Another point that is not made often enough is that the programs
we institute today, even the worst of them, somehow go on forever.
Almost none of our programs can ever be cut back; no matter how
silly and wasteful they are. We are creating, in this unreasonably
expansionary budget, a series of ongoing and accelerating cost items
which we cannot and will not control.
There have been a large number of amendments to this budget
resolution, some practical and some symbolic.
IMPOSSIBLE DREAMX

I voted for the Landrum amendment which was intended to reduce
spending and the deficit by some $7 billion. I applauded the symbolic
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virtues of the Rousselot amendment to balance the budget, but I had
to vote
against it, because it has become an .impossible, dream in this
fiscal
year.
I voted against the Reuss amendment which was just. piece of fluff
designed to pretend that the deficit is not as bad as we all know it is.
It was a joke with no specifics. The last time this Hodse followed the
gentleman from Wisconsin's advice on tax reform, the depletion
.'

allowance was extended for 15 years.

I voted for the Latta amendment to cut spending and the deficit by
$19 billion. I voted against the O'Neill amendment because its principal effect would be to negate the Landrum amendment and. therefore
raise the deficit.
In general, I support the amendment to reduce the anticipated
deficit and oppose those which are designed to raise it, or to cloak
the deficit in various disguises. I shall still oppose the resolution as a
surrender to fiscal irresponsibility.
I believe the committee has done good work. Despite my objections
and the obvious overspending it validates, the process has prevented
even a worse spending binge. Nevertheless, the bill is simply too
expensive, too loosely drawn, and too shortsighted to be used as a
foundation for the future.
VOTE TO RECOMMIT

I believe in the process and desire to improve it. However, I must
oppose it. I cannot support a deficit of this magnitude. I shall also
vote to recommit the resolution, because I really believe the committee
can do better.
Mrs. HOLT. Mr. Chairman, I ask you to recall the Budget Reform
Act we passed last year. It was designed to give us a budgeting procedure that would evoke a certain amount of discipline in our spending.
A year later, we now have before us the first test of our will to implement the reform, and we find that the House Committee on the Budget
has sent us a billowing balloon of extravagance that is a mockery of
reform. I recognize the horrendous job the committee faced and the
good intentions that motivated them.
Remember how we talked about budget reform enabling Congress
to exercise its constitutional responsibility for the budget in a prudent
manner? We have before us today a document that is so grossly
irresponsible that many of us must vote against it.
SHOWS NO RESTRAINT

At a time when the people of our country have been forced to trim
their household budgets to cope with the double-barreled assault of
inflation and taxation, the Congress shows no restraint in spending
their dollars. Instead, the liberal majority of this Congress proposes
to add to their burdens.
The concept of budget reform was to have Congress discipline
itself by imposing a spending ceiling, and then, perhaps miraculously,
become motivated to hold appropriations under that ceiling. What
we have before us today makes a mockery of the whole procedure by
establishing a ludicrously high ceiling, which is bad enough-but even
that towering figure falls short of the spending plans in the pipeline of
this Congress.

The chairman of the House Committee on the Budget described
this resolution as establishing "a revenue target of $295 billion, an
outlay target of $368.2 billion, and a deficit target of $73.2' billion for
fiscal year 1976."
Can anybody seriously describe that as budgeting? Where is the
effort at restraint? Where is the effort to reduce Federal spending to
the essentials? Where is the effort to limit spending to income?
BALANCED BUDGET IMPOSSIBLE DURING RECESSION

It is perfectly understandable that a balanced budget may be
impossible to achieve in a recession, when revenues are down and
more families need help, but a reasonable person would expect at
least an attempt to hold spending near the level of revenues. That
attempt has not been made.
This resolution with its estimate of a $73 billion deficit is a blueprint
for the future destruction of the American economy and the free
enterprise system.
The $73 billion is a cosmetic figure having little relationship to
reality. The actual deficit is likely to go to $80 billion or higher. It
means the Federal Government w-ill be borrowing that much money,
depriving private industry of the capital necessary to expand production and provide jobs.
Our economy is on the threshold of beginning to recover from the
recession, but the huge Government raid on capital could strangle the
recovery within a year or two. In the next fiscal year, government at
all levels will be borrowing as much as 80 percent of the, capital
available in the Nation.
COMPETITION DANGEROUS

Intense competition between Government and private industry in
the capital markets will send interest rates shooting upward again,
crippling the private sector of the economy.
ThVe fiscal policies embodied in this budget resolution will have the
inevitable consequence of a new round of hyperinflation followed by a
worse recession. It is possible to envision a future scenario of desperation, in which a Federal Government panicked by public desperation
will assume total control of the economic wreckage it had created.
I will not be a party to that dismal chain of events. I must vote
aganist this budget resolution with the hope that a majority of the
House will also reject it and permit the able members of the committee to produce a more disciplined goal.
Mr. BRADEMAS. Mr. Chairman, I rise today in support of the
amendment to House Concurrent Resolution 218 offered by the
distinguished majority leader, the gentleman from Massachusetts (Mr.
O'Neill), which seeks to maintain for the coming fiscal year the full
8-percent increase in social security benefits which is scheduled to go
into effect automatically on July 1.
Mr. Chairman, in January, over 150 Members of the House cosponsored a resolution of which the majority leader, the distinguished
chairman of the Subcommittee on Social Security of the Committee on
Ways and Means, the gentleman from Massachusetts (Mr. Burke),
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and I were the initial sponsors, to maintain the automatic benefit
increase.
The resolution was prompted by President Ford's call of only a
5-percent increase this year in social security payments.
Mr. Chairman, approximately 30 million Americans now receive
social security benefits. Over 22 million of these persons are elderly, 5
million are dependent children, and 2 million are disabled people.
FIXED INCOMES HIT HARDEST

While almost'every American has felt the rampant ri"se in the cost
of basic commodities, such as food, fuel,' transportation and housing,
no group has borne this burden more than the elderly living on fixed
incomes.
In 1972, Congress anticipated the need to protect social security
recipients against rising prices when it passed a bill which automatically increases these benefits according to the rise in the cost-ofliving index.
That law was approved in the House by the overwhelming bipartisan
margin of 302 to 35.
Mr. Chairman, figures released last month show that the cost-ofliving index has risen by 8 percent. Because Congress did not vote any
increase in social security benefits last year, payments under that
program are now scheduled to increase by 8 percent on July 1.
While I applaud the work of the Committee on the Budget and
acknowledge difficulties under which it has labored to arrive at the
budget package it has reported, I feel equally strongly that we must
continue to protect the elderly who depend so heavily for their support
on their regular social security checks.
The Budget Committee has recommended a 7-percent ceiling. But I
would point out that since January, the estimated increase in payments has been lowered from 8.7 percent to only 8 percent.
Mr. Chairman, I would also note what the 8-percent increase would
mean in average monthly payments.
An individual social security beneficiary now receives about $184
per month. With the 8-percent increase this monthly average for a
single person would rise to $200.
This is an average monthly increase of only $16.
BENEFITS WOULD RISE

And benefits for elderly couples would rise from about $314 per
month to $341, an increase of only $27 per month.
I believe that this is the least we in Congress can do for the elderly
who live on these minimal fixed incomes.
Mr. Chairman, I would mention, as well, that this would mean an
increase in annual benefits for an elderly couple from $3,768 to only
$4,092.
- While one in seven Americans is now partially or completely dependent on social security payments, I think we should all be aware
of the fact that over half of the 22 million elderly receiving these
pensions rely on them for over half their income.
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And even more important, one in five of these older persons-between 4 and 5 million people-receive over 90 percent of their income
from their monthly social security checks.
Mr. Chairman, our best estimates show that the elderly with
incomes below $4,000, such as those who depend exclusively on social
security, spend a third of their income on food alone. With inflation
in the cost of food up over 12 percent in 1974, I believe'we can see how
desperately these elderly need the full increase which is to go into
effect in July.
COULD SPELL DISASTER

I feel that even a slight reduction in benefits may well spell disaster
for millions of older persons.
Mr. Chairman, confronted with this situation, I hope that the Members will vote for this amendment and permit the social security benefit
increase to go into effect as scheduled.
Mr. LEVITAS. Mr. Chairman, the budget of the United States is the
basic document in this country for setting national priorities and fiscal
policy for our entire economy. Therefore, the debate we are engaged
in today may be one of the most-if not the most-important during
the 94th Congress.
For a long time the American people have felt that there was something badly wrong with the entire Federal spending and budgeting
process. Year after year the taxpayers saw their taxes going up and
deficits constantly rising. There was a growing concern that Federal
spending and deficits were getting wildly out of hand, And, they were
right.
It took from 1789 until 1964 for this country to reach its first $100
billion budget. Yet, it took only another 10 years-1974-for the
Federal Government to triple that and give us our first $300 million
budget. At the same time, the national debt has been skyrocketed
unti we have reached the pint that by June of this year our aggregate
national debt will exceed one-half trillion dollars-over $500 billion.
Now, in 1975, we are given a budget proposal by the administration
that reaches $350 billion for 1 year and an administration recommended
deficit for 1 year alone in excess of $50 billion. The Budget Committee
now recommends a budget of $395 billion and deficit in one year alone
of $73 billion while others in Congress are even talking about proposing
deficits of as much as $100 billion. One's mind reels.
PUBLIC WORRIED OVER DEBT

A deficit is a debt. Somebody is going to have to pay it back some
day. Congress better get worried about that. The public is.
Among the reasons we have gotten into this state of affairs include
a failure of Congress and the administration to provide sufficient
revenues to cover expenditures, a failure to exercise restraint in establishing new and continuing programs and increasing funding levels for

existing programs, and the ease with which it is to placate voters by
spending other people's money instead of not spending money.
There is another factor that contributes to the deficit in remarkable
ways. That is unemployment. For every 1-percent increase in unem-

O)lment we have approximately a $16 billion increase in the Federal
deficit. At that rate we have a $60 billion deficit from unemployment
this year even without regard to excess Federal spending. In fact,
except for this unemployment-recession deficit. I could have advocated
and voted for a balanced budget this year. Now if we adopt a reasonable budget this year, the day of balanced budget and full employment
are close at hand.
MUST AVOID RUNAWAY INFLATION

Therefore, we have to do something about getting Americans back
to work both for human reasons and also to fight the increasing
Federal deficits. Congress is taking action to do this, and it must.
But in the process, we must avoid fiscal irresponsibility and the threat
of runaway inflation.
Finally, the process itself.
By that I mean a process of appropriation that has operated independent of preset limits of how much can be spent. For years
Congress has created programs and passed appropriation bills without regard for the total impact of those actions until the end of the
year-when that occurs we find that there has been incurred again a
great deficit that has to be funded by borrowing and increasing the
national debt. It was a system of putting the "fiscal-horse" before the
"responsibility-cart."
It is incredible to realize that, until the Budget Control Act of
1974 and this budget resolution, Congress, as it went along spending
money and incurring debt, had no idea at all just how much money
it was spending or how much debt it was incurring. No wonder we have
such an economic mess in our country today.
BUDGET rIOITIES wITmN SPENDING LIMI

Finally Congress caught up with public concern and responded to
public demand by passing the Congressional Budget Act of 1974
in an effort to establish some control in advance over this expenditurebudget deficit relationship. By establishing this new budget procedure,
it was hoped that limits on spending would be based on anticipated
revenues, an assessment of the economy, and a judgment about the
needs of the economy as impacted by Federal spending and borrowing. It was hoped that once this new budget process was followed,
and limits were set, the Congress could then establish its spending
priorities within those limits. This would put the "horse and cart",
of fiscal responsibility back in the right order.
Therefore, it is monumentally and historically important for this
Congress to make that new budget process work. Without it, Congress
will have confessed that it is incapable of exercising control over the
Federal purse strings.
But at the same time, we cannot make a farce out of the new budget
system by setting limits which are not really limitations but are rather
so irresponsible as to provide no restraint, no requirement for evaluatand increasing
the size
no impact
controlling
priorities
ing
growth
of the and
Federal
budget on
deficits.
Therefore,
we should
not vote
for a budget resolution unless it has been properly developed and has a
meaningful control written in its terms.

Here is House Concurrent Resolution 218, the first budget control
resolution. We have seen our Committee work hard and prodigiously,
We have seen and heard the proponents of House Concurrent Resolution 218 bravely tackle the hardest of all Federal Government problems.
I commend them for their efforts. Their explanations and descriptions
of this legislation are among the most brilliant I have heard in the
Congress.
FAILS TO MEASURE UP

But, regrettably, the end product of that work, House Concurrent
Resolution 218, fails to measure up to the test required of an acceptable
budget resolution. The spending level is too high in light of the anticipated *evenues, and accordingly the proposed deficit of $73 billion
is clearly beyond a responsible limit-the pro posed fiscal year 1976
debt alone would exceed the total annual Federal expenditures for 1955.
While a $73 billion deficit may be able to be financed this year without inflationary inipact or "crowding out" of private sector borrowing-which is tue case according to all available economic criteria from
both conservatives and liberals alike-the same cannot be said for
the following year. Unless something is done to reduce the deficit,
the eventual impact will be to bring about an inflation of serious
proportions.
I am disturbed that so much of the Budget Committee's effort seems
directed at or discusses the various programs being considered by
different committees in Congress. The Budget Committee is not a
programing or authorizing committee. Its role should have been to
make overall fiscal judgments based on revenues, the economy, et
cetera, and then set, limits. It is the duty of the Congress to allocate
within those limits among the priorities decided upon by the Congress
but always staying within those limits of spending and debt set by the
budget resoluttion..
RECESSION-INFLATION SOLUTION LIES IN SAME PLACE

The solution to recession and inflation lies in the same place. It lies
in expanding our productivity and increasing the gross national product. That would provide jobs and it also would provide more goods and
services on the market so that inflation would be avoided. This is
where our priorities must be focused. Those programs which will
stimulate a private sector expansion of the GNP should have our attention and our priority for the Federal budget in order to work our way
out of the economic plight we are in.
We are told by some that merely by spending more tax money we
can reverse the economic downward trend. But that is not true. Whatever may be the merit of theoretical arguments about Keynesian
economic theories, the fact is that experience has proved that Keynesian economics have not worked. The practice of those theories have
led us to many of the problems we find today in our economy.

wsic

nT GNP WILL TAKE UP SLACK

We need to stimulate the economy in productive ways. This the
Congress will do and has done. It provided new jobs and economic
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stimulation through the investment credit, the tax reduction bill, and
incentives for the construction and homebuilding industries, among
others. These efforts will fight unemployment--a human and economic
blight-but will not fan the fires of inflation because the gross national
product will increase to accommodate the additional money in the
economy.
Therefore, I would hope that this House will adopt an amendment
which reduces the amount of proposed level of budget authority and
substantially reduces the amount of the proposed deficit. If the House
fails to do that, then I would hope-as painful as it may be-for this
body to defeat the bill and let the Budget Committee have another
opportunity to come up with a fiscally responsible budget resolution
Mr. FISHER. Mr. Chairman, as a new Member of this House, but,
one who for several years supported passage of the Congressional
Budget and Impoundment Control Act pf 1974 4nd the process which
t has set in motion, I am'pleased to'vote "for the substitute presented
-by Mr. O'Neill as amended by Mr. Reuss. This is the year of the dry
run for the new process by which the Congress can, if it will, organize
more effectively its work on the President's budget.

l

HOUSE TAKES HOLD OF THE BUDGET

The House has begun to take hold of the budget in a responsible and
constructive way. Our Budget Committee presented a concurrent
resolution setting out estimates of the principal aggregates: Revenues,
budget authority, outlays, deficit, and public debt. The dry-run exercise
has not been as smooth as one hopes it Will become next year and thereafter. But it is a start. Already it has served to focus our attention,
confine the debate, and show its promise for providing more detailed,
well-thought-out guidelines for making the Federal Government
budget serve the economic and social purposes of the Nation.
I am glad this infant has survived today's test, although by a narrow
mare.
Tre chief alteration in the committee's recommendation was to
remove the ceilings or caps on cost-of-living increases in retirement
benefits for social security and other retired persons and on salary
increases for Federal employees. To penalize older persons and Government employees, as compared to others in the population, would
ctve been unfair in the extreme.
Furthermore, recently passed laws would have been disregardedlaws which specified benefit and salary changes in line with changes
Aft~

in food prices, rents, medical costs, and other elements in the Consumer

Price Index. Wisely, our action today reinforces the so-called comparability adjustment in Federal salaries to keep theirs in line with
changes in similar private employment.
DEFICIT CAN BE JUSTIFIED

In a larger sense, the argument today came down to approving, as a
guideline only, a $73 billion deficit for the fiscal year 1976 compared
to one about 10 percent less. I wish the revenue estimates could have
been higher, the outlays less, and the deficit smaller, but with the
country still suffering acutely from widespread economic recession,
the somewhat larger deficit can be justified. If the resulting increase
52-659--75-61

in incomes and spending capacity bf our 'people is put promptly to
work, we have a good chance of overcomkig the recession and putting
the unemployed back to work that'iiýuch sooner, thereby saving a gooa
deal more than the slightly larger deficit:
But advocacy of this concurrent resolution must be accompanied by
a determination to eliminate the deficit, and even run a surplus, once
the economy has recovered from its slump.. Any other course would
invite a resumption of inflationary increases m costs and prices and an
irresponsible rise in the national debt.
I trust this innovative, pathbreaking effort culminating in today's
narrow vote of approval will help to make next year's effort deeper
and probing. To realize the full potential of the new congressional
budget process will require no less.
NEE

FOR LID ON FEDERAL SPENDING

Mr. DON H. CLAUSEN. Mr. Chairman, the objective of reestablishing
a greater congressional role in budgetmaking procedures is desirable
and necessary and the need to put a lid on Federal spending is recognized by all of us.
This does not mean, however, that the bill before us-just because
it is called the budget resolution-is going to do thi job. I do not think
it will and I do not think we can afford to accept the provisions it
contains even though it has no binding impact on the congressional
committees, the Congress, or the executive branch.
One of our colleagues yesterday called the bill a "dry run." And that
is exactly what it is.
Even so, the spending policies it endorses are a threat to the economic stability we are seeking to attain and maintain.
We have already heard during this debate that a Federal deficit of
over $70 billion Will force the Federal Government alone to borrow
more money next year than was borrowed by all governments, all
businesses and all individuals last year.
What is that going to mean to all the families who hope to buy a
home next year or to the builders who wish to build then? Where are
they going to be able to borrow the money?
One thing is for sure-they are notgoing to be able to compete
with the Federal Government in the lending market.
UNBENDING STATUTORY SPENDING CEILING

Quite frankly, in my judgment, the only way we are going to be able
to assert congressional jurisdiction and gain a greater say over the
Federal budget is to develop an unbending statutory spending ceiling
that will be binding and that will effectively establish a limit on spendmluch a limit would force all areas of the budget to bear their share.
The purpose of such a bill would be to establish budget aggregates and
set down a clear national economic policy. It would not be a means to
consider individual items or issues which should be addressed separately by the committees with specific jurisdiction.
In my opinion, this resolution endorses excessive spending which
will trigger another round of inflation. A responsible fiscal and mone-
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tary policy which holds the line on spending is the only way we are
going to restore this Nation to a healthy economic path.
Endorsing further deficit spending under the guise of budget control
is skirting our responsibilities and avoiding the need to face the 'problem head on.
I urge my colleagues to defeat this measure so that we may begin
work on an answer to the real issue before us, placing a lid on spending
and moving toward revitalizing and stabilizing our economy.
CONCERNED OVER LACK OF URGENCY AND UNDERSTANDING

Mr. BROWN of Ohio. Mr. Chairman, due to obligations as the ranking
minority member of the House Subcommittee on Energy and Power,
which has been meeting in markup all day for the past 3 weeks on
the Energy Conservation and Oil Policy Act of 1975, I have not been
able to participate as fully as I would have liked during the consideration of House Concurrent Resolution 218. As the ranking Republican
on the Joint Economic Committee, I do not want to let the opportunity
pass, however, without voicing my strong feelings on this most important resolution. I am concerned over the apparent lack of urgency and
lack of understanding with which this budget proposal is being considered. Members are being asked today to state that it is their
desire to spend our way to the biggest deficit in U.S. history, bigger
than the largest deficit of World War II era and bigger by far than
any of the inflated deficits of the last decade.
MORF' (OW1TEUNG REASONS

But I have sounder, more compelling reasons to oppose a deficit
of this magnitude. We should not be scared off simply by big numbers.
But in this case, we have had enough concrete warning about the
ability of our country to absorb such a deficit thht I want to make the
record straight on this score.
My arguments will run along three lines: First, I do not believe the
money markets can absorb a deficit of this magnitude. Second, if the
Government accommodates this level of spending by "monetizing"
the deficit, we run the very real risk of 'a new round of inflation, thus
setting this country off on a boom-and-bust roller coaster that could
last until the end of the century. Third, the experience of the other
House with its Budget Committee resolution should be instructive
to us in adopting a more conservative outlook on the resolution at
hand today.
CHOKING OFF RECOVERY

A great deal has been said about the "crowding out" of private
borrowers from the money markets which could take place if the
Federal Government required vast amounts of borrowed money to
support its operations. The argument has been misstated to lead some
people to believe that deserving borrowers would simply find no money
at all. In fact, the argument is more sophisticated than that and
deserves greater attention as a result, As a technical matter, for
example, borrowers are crowded out of the market in the best of times.
This is because the price of money is simply too high for the kinds of
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activities for which it is being borrowed. Some firms would find it
uneconomical even to borrow at 5 percent if they knew that this would
impair their financial ability. Therefore, the crowding out argument
does not say that money will dry up completely; it is simply that
Federal Government demands on the marketplace will force interest
rates up to the point where many firms will stop borrowing and others
will be forced to curtail borrowing severely, thus choking off the
recovery in its incipient stages. This scenario would also very likely
force many otherwise sound firms out of business, firms which could
have survived had their debt burden been somewhat less. The incalcuable cost to the country, in terms of lost jobs and production, is
what my colleagues must consider when voting for this $73.2 billion
budget deficit.
Let me put the figures in somewhat better prespective. Writing in
February of this year, for example, the chief economist of the major
New York investment house of Salamon Bros., Henry Kaufman,
stated that the huge budget deficit of the Federal Government will
pose difficult challenges later on this year and could threaten the
corporate balance sheet restructuring. Dr. Kaufman is one of those
who share the crowding out theory, a view that is also shared by such
leading financial market figures as Beryl Sprinkle of the Harris Trust
Co., Allen Meltzer, chairman of the Shadow Open Market Commission,
and Carl Brunner of the University of Rochester.
CROWDINGO OUT" THEORY BASED ON LESSER DEFICIT

While there are bound to be prominent economists who think
differently about this subject, I should point out that most of the
opinion on the subject was written when the administration was
proposing a budget deficit on the order of $52 billion. We are considerin[ a deficit of almost half again that amount, and I cannot help
but think that these money market managers I have mentioned
above would only hold to their views more strongly in the face of a
$73 billion deficit.
If the opinion of the experts were not enough, the actual experience
of many corporations attempting to borrow in today's market should
be sufficient. A Wall Street Journal article of April 3, 1975, for example,
states quite openly. that "the corporate bond market may be on the
verge of collapse," citing as a reason the fact of
the vast sums of money that the U.S. Treasury will have to raise, thus causing a
shortage of cash for other issues.

The article goes on to point out that in this actual case of crowding
out, those affected have been not only the less-credit-worthy corporationri, but also those with "prime-grade industrial obligations."
The fear of massive Government borrowing, causing even more
postponement, is such-at the present time-that even the prospect
of a Treasury refinancing or new issue is enough to send borrowers
storming into the market, inducing what some bond dealers term to be
a credit panic. I refer specifically to a Wall Street Journal article of
April 28, 1975, which I would like, at this point, to place in the
Record. [See p. 427.]
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STOCKPILING OF FUNDS

The Wall Street Journal article points out that nervous borrowers
will storm into the market in an attempt not only to preempt others
forced out by future Treasury borrowing, but also to stockpile funds
for fear that renewed inflation will push interest rates higher. And
herein lies one of the points of my second argument. For the truth is
that we run a terrible risk of reigniting a new round of inflation if we
vote this horrendous $73 billion budget deficit into being.
I speak not simply as a fiscal conservative, but as one who does not
like to see his country go backward and undo the very fragile progress
that has been made since the late 1960's in trying to bring a firmly
intrenched inflation tinder control.
Renewed inflation can come about in two ways. Excessive demands
on the credit market could force interest rates up to a point where
prices simply have to follow, in order to keep pace with towering debt
structures. Ur, alternatively, the Federal Reserve, whose responsibility 1
it is to see that Treasury borrowing demands are accommodated,
could be forced to "monetize" the debt, thus increasing the money
supply at such a rate that inflation would be the inevitable result. I
might point out to my colleagues that, according to the report of the
Senate Budget Committee, a 10-percent rate of growth in the money
supply would be required this year in order to finance the Senate's
recommended budget level, which is $6 billion less than ours. Such a
year-to-year money supply growth rate would be a record, surpassing
even the large growth rates of the World War II period.
GROWTH RATE HIGH

Now let us juxtapose that number beside the Federal Reserve's
own money growth target rate-M 1 -- of between 5 and 7% percent

for the year starting March 1975. Dr. Burns notes that this growth
rate is high by historical standards and "could not be maintained
indefinitely without running a serious risk of releasing new inflationary
pressures." And yet the Budget Committee wants us to endorse,
implicitly, a growth rate of 10 percent, which is surely the best
way I know of getting ourselves into trouble. I commend to my
colleagues this statement of Dr. Burns, made on Thursday before the
Senate Committee on Banking, Housing, and Urban Affairs, in
which he not only described the menace of inflation, but also pointed
out how the. current recessionary period is the direct and inevitable
result of the inflation which preceded.
Thus, I appeal not only to the fiscal conservatives in warning
about high budget deficits, with their attendant inflationary consequences; I also appeal to those who think they are doing the best
for the country by inflating it to the bursting point through massive
deficits.
MORE RADICAL BODY

As a final argument, I would like to stress that the House of Representatives has become the more radical body of the Congress through
its consideration of a $73.2 billion budget deficit. In the other body,
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only this week, an amendment to rise the deficit, in effect, to $71
billion was roundly defeated by nimor than a 2-to-1 margin. I do not
believe that we should use the budget as a political pawn to garner
barg4
chips as we approach the Senate, in conference. Rather,
we Shou vote out the lest, wisest, most equitable level of spending
we know how, and that surely must be less tha4 the $73.2 billion
presently under consideration and even less, in my view, than the
$67.2 billion deficit implicit in the Senate resolution.
KEEPS FArTH 'WTH COMMITMENT
Mr. PEPPER. Mr. Chairman, I rise in support of the O'Neill substitute. Stated in simple terms this is what the O'Neill substitute
would do. It would simply keep faith with the commitment that we
have already made; namely, to give the following raises on account of
the creasee in the cost of living: To social security recipients, 8
percent; to civil and military retirees with the Federal Government, 8
percent; to the beneficiaries of railroad retirement, 8 percent; and to
Federal employees, civil and military, as increased compensation, 8
percent. All of these groups have relied upon the law of the land enacted by the Congress providing that they would receive these benefits
when the cost of living reached the point it has reached. We will be
not only breaking faith with all these millions of people but we will
be changing the law after the right to benefits under the law has
already accrued to all these people.
Conspicuous in their need among the members of these groups are
the elderly people. Twenty-five percent of the elderly are at or below
the poverty level. More than half of the income for nearly all elderly
couples and two-thirds of the income of the elderly who live alone is
derived from social security benefits. In spite of congressional efforts to
improve benefits, the average monthly benefit for the widow of a
worker is $177; for a retired worker $181 ; for a couple $310.
CHOICE BETWEEN COFFEE AND NEWSPAPER

There are many elderly people in my area who do not get enough
to eat and who have to choose between a newspaper and a cup of coffee.
The administration has been steadily reducing the benefits the recipients of social security receive under medicare. I have been told by
responsible doctors that the recipients of medicare today are paying
more for their medical care than they werepaying before medicare
was enacted. Already receiving meager benefits under social security
they have suffered from galloping inflation. While the need is not as
acute among the other classes who would be benefited through the
O'Neill amendment as the need of the elderly, nevertheless that need
is great also. Their savings have been sharply diminished b inflation
or losses. They live upon greatly reduced income, now limitedd to
retirement benefits. They have never really been adequate to meet
the needs of these people so they too have suffered from the high rate
of inflation we have had. The same principle applies to Federal and
military employees whose income has been steadily reduced by
inflation. This 8 percent they and the other groups I have mentioned{
Will receive is far less than the rate of inflation they have suffered.

So I support the O'Neill amendment because the recipients of that
amendment are entitled for us to keep faith with them in the observ.
ance of the laws we have enacted providing for increased benefits for
them if the level of inflation which his been reached should come
about. Second, all of these groups, conspicuously the elderly but the
others as well, deserve this adjustment in the basis of their livelihood
which is the benefits they derive from the Federal Government.
The CHAIRMAN. The question is oh- the amendment in the nature of
a substitute offered by the gentleman from Massachusetts (Mr, O'Neill),
as amended.
The question was taken; and the Chairman announced that the
noes appeared to have it.
RECORDED VOTE

Mr. ADAMS. Mr. Chairman, I demand a recorded vote.
A recorded vote was ordered.
The vote was taken by electronic device, and there were--ayes 234,
noes 171, not voting 27, as follows:
(Roll No. 1721

AYES-234

•'*-

Abzug
Adams
Addabbo
Alexander
Ambro
Anderson, Calif.
Annunzio
Ashley
Aspin
AuCoin
Badillo
Baldus
Barrett
Baucus
Beard, R.I.
Bergland
Bevill
Bingham
Blanchard
Boggs
Boland
Boiling

B onker

Brademas
Breaux
Breckinridge
Brodhead
Brooks
Browr,, Calif.
Burke, Mass.
Burlison, Mo.
Burton, John
Burton, Phillip
Carney
Chisholm
Clay
Cleveland
Collins, Ill.

Conte
Conyers
Corman
Cornell
Cotter
D'Amours
Daniels, Dominick V.
Danielson
Davis
de la Garza
Delaney
Deilums
Dent
Derrick
Diggs
Dingell
Downey
Downing
Drinan
Duncan, Oreg.
Early
Eckhardt
Edgar
Edwards, Ala.
Edwards, Calif.
Eilberg
Evans, Colo.
Evans, Ind.
Evins Tenn.
Fasceil
Fisher
Fithian
Flood
Florio
Ford, Mich.
Fraser
Fulton
Fuqua.

Gaydos
Giaimo
Gibbons
Gilman
Goodling
Grassley
Green
Gude
Haley
Hall
Hamilton
Hanley
Hannaford
Harrington
Harris
Hawkins
Hayes, Ind.
Hechler, W. Va.
Heckler, Mass.
Helstoski
Hicks
Holland
Holtzman
Horton
Howard
Howe
Hubbard
Hughes
Jenrette
Johnson, Calif.
Jones, Ala.
Jordan
Karth
Kastenmeier
Kazen
Keys
Koch
Krebs
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Krueger
Leggett
Lehman
Litton.
Lloyd, Calif.
Long, La.
Long, Md.
McCormack
McFall
Moltugh
Macdonald
Madden
Maguire
Matsunaga
Meeds
Melcher
Metcalfe
Meyner
Mezvinsky
Mikva
Miller, Calif.
Mineta
Minish
Mink
Mitchell, Md.
Moakley
Moffett
Moorhead, Pa.
Morgan
Moss
Mottl
Murphy, Ill.
Murphy, N.Y.
Murtha
Natcher
Neal
Nedzi
Nichols
Nix
Nolan
Abdnor
Anderson, Ill.
Andrews, N.C.
Andrews, N. Dak.
Archer
Armstrong
Ashbrook
Bafalis
Bauman
Beard, Tenn.
Bedell
Bell
Bennett
Biester
BI.juin
Bowen
Brinkley
Broomfield
Brown, Mich.
Brown, Ohio
Broyhill
Buchanan
Burgener

O'Neill
Ottinger
Patman
Patten
Patterson, Calif.
Pattison, N.Y.
Pepper
Perkins
Peyser
Pike
Pressler
Preyer
Randall
Rees
Reuss
Richmond
Riegle
Rinaldo
Risenhoover
Rodino
Roe
Roncalio
Rooney
Rosenthal
Rostenkowski
Roush
Roybal
Russo
Ryan
St Germain
Santini
Sarbanes
Scheuer
Schroeder
Seiberling
Sharp

Simon
Sisk
Slack
Smith, Iowa
Solarz
Spellman
Staggers
Stark
Steed
Stokes
Studds
Sullivan
Symington
Thompson
Traxler
Tsongas
Udall
Ullman
Van Deerlin
Vander Veen
Vanik
Vigorito
Walsh
Waxman
Weaver
Whalen
Whitehurst
Wilson, Bob
Wilson, Charles H., Calif.
Wilson, Charles, Tex.
Wirth
Wolff
Wright
Yates
Yatron
Young, Alaska
Young, Ga.
Young, Tex.
Zablocki
Zeferetti

NOES-171
Burke, Fla.
Burleson, Tex.
Butler
Byron
Carr
Carter
Casey
Cederberg
Chappell
Clausen, Don H,
Clawson, Del
Cochran
Cohen
Collins, Tex.
Conable
Conlan
Coughlin
Crane
Daniel, Dan
Daniel, Robert W., Jr.
Derwinski
Devine
Dickinson

Duncan, Tenn.
du Pont
Emery
English
Erlenborn
Esch
Eshleman
Fenwick
Findley
Fish
Flynt
Foley
Forsythe
Fountain
Frenzel
Frey
Ginn
Goldwater
Gradison
Guyer
Hagedorn
Hammerschmidt
Harkin

Nowak
Oberstar
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Harsha Hastings
I16bert
Hefner
Heinz.
Henderson
*Hightower
Hillis
Hinshaw
Holt
Hutchinson
Hyde
Ichord
Jacobs
Jarman
Jeffords
Johnson, Colo.
Jones, N.C.
Jones, Okla.
Jones, Tenn.
Kasten
Kelly
Kemp
Ketchum
Kindness
LaFalce
Lagomarsino
Landrum
Latta
Lent
Levitas
Lloyd, Tenn.
Lott
Lujan
Biaggi
Burke, Calif.
Clancy
Dodd
Flowers
Ford, Tenn.
Gonzalez
Hansen
Hays, Ohio

McClory
McCloskey
McCollister
McDade
McDonald
MoEwen
McKay
McKinney
Madigan
Mahon
Mann
Martin
Mathis
MazzoU
Michel
Milford
Miller, Ohio
Mitchell, N.Y.
Montgomery
Moore
Moorhead, Calif.
Mosher.
Myers, Ind.
Myers, Pa.
O'Brien
Passman
Pickle
Poage
Pritchard
Quie
Railsback
Regula
Roberts
Robinson

Rousselot
Runnels.
Ruppe
Sarasin
Satterfield
Schneebeli
Schulze
Sebelius
Shuster
Sikes
Skubitz
Smith, Nebr.
Snyder
Spence
Stanton, J. William
Steelman
Steiger, Ariz.
Steiger, Wis.
StephTens"
Stratton
Stuckey
Talcott
Taylor, Mo.
Taylor, N.C.
Thone
Thornton
Treen
Vander Jagt
Waggonner
Wampler
White
Winn
Wydler
Wylie

NOT VOTING-27
Hungate
Johnson, Pa.
Mills
Mollohan
Price Quillen

Rose
Shipley
Shriver
Stanton, James V.
Symmns
Teague

Rangel

Whitten

Rhodes
Rogers

Wiggins
Young, Fla.

So the amendment in the nature of a substitute, as amended, was
agreed to.
AMENDMENT AGREED TO

The result of the vote was announced as above recorded.
The CHAIRMAN. The Chair will entertain a motion from the Chairman of the Committee that the Committee do now rise and report
the concurrent resolution, as amended, to the House.
RECOMMENDS AMENDMENT

Mr. ADAMS. Mr. Chairman, I move that the Committee do now

rise and report the concurrent resolution back to the House with an
amendments with the recommendation that the amendment be
agreed to and that the concurrent resolution, as amended, be agreed to.
The CHAIRMAN. The question is on the motion offered by the gentleman from Washington.
The motion was agreed to.
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Accordingly the Committee rose; and the Speaker having resumed
the chair, Mr. Boiling, Chairman of the Committee of the Whole
House on the State of the Union, reported that that Committee, having
had under consideration the concurrent resolution (H. Con. Res. 218)
setting forth, on an aggregate basis only, the congressional budget
for the U.S. Government for the fiscal year 1976, had directed him to
report the concurrent resolution back to the House with an amendment, with the recommendation that the amendment be agreed to and
that the concurrent resolution, as amended, be agreed to.
The SPEAKER. Under the statute, the previous question is ordered.
The question is on the amendment.
The amendment was agreed to.
The SPEAKER. Pursuant to section 305(a), title III, Public Law
93-344, the question is on the concurrent resolution.
Mr. LATTA. Mr. Speaker, on that I demand the yeas and nays.
The yeas and nays were ordered.
PARLIAMENTARY INQUIRY
Mr. LANDRUM. Mr. Speaker, a parliamentary inquiry.
The SPEAKER. The gentleman will state his parliamentary inquiry,
but the yeas and nays have been ordered.
Mr. LANDRUM. Mr. Speaker, what is the budget deficit now carried
in this resolution we are voting on?
The SPEAKER. The gentleman knows the answer to that. The
gentleman knows that that is not a parliamentary inquiry.
The vote was taken by electronic device, and there were-yeas 200,
nays 196, not voting 36, as follows:

Abzug
Adams
Addabbo
Alexander
Ambro
Andrews, N.C.
Annunzio
Ashley
Aspin
-AuCoin
Baldus
Barrett
Baucus
Beard, R.I.
Bedell
Bergland
Bevill
Bingham
Blanchnrd
Blouin
Boggo
Bofa~nd
Bolling
Bonker

Bowen
Brademas
Breaux

[Roll No. 1781
YEAS-200
Breckinridge
Broadhead
Brooks

Brown, Calif.

Burke, Mass.
Burton, Phillip
Carney
Conte
Corman
Cornell
Cotter
D'Amours
Daniels, Dominick V.
Danielson
de la Garza
Delaney
Dent
Diggs
Dingell
Downey
Drinan
Duncanl Oreg.
Eckhardt
Edgar
Edwards, Calif.

Eilberg
English

Evans, Colo.
Evins, Tenn.
Fascell
Fisher
Fithian
Flood
Florio
Foley
Ford, Mich.
Fraser
Fuqua
Gaydos
Giaimo
Gibbons
Green
Gude
Hall
Hamilton
Hanley
Hannaford
Harkin
Harris
Hayes, Ind.
Heckler, W. Va.
Hefner
Hicks
Hightower

Holland
Holtzman
Howard
Howe
Hubbard
Hughes
Jenrette
Johnson, Calif.
Jones, Ala.
Jones, Okla.
Jones, Tenn.
Jordan
Karth
Kastenmeier
Kazen
Keys
Koch
Krebs
Krueger
Lehman
Litton
Lloyd, Calif.
Long, La.
McCormack
McFall
McHugh
McKav
Macdonald
Madden
Maguire
Mahon
Matsunaga
'Meeds
Melcher
Meyner
Mezvinsky
Mikva
Milford
Miller, Calif.
Mineta
Abdnor
Anderson, Calif.
Anderson, Ill.
Andrews, N. Dak.
Archer
Armstrong
Ashbrook
Badillo
Bafalis
Bauman
Beard, Tenn.
Bell
Bennett
Biester
Brinkley
Broomfield
Brown, Mich.
Brown, Ohio
Broyhill
Buchanan
Burgener
Burke, Fla.
Burleson, Tex.

Minish
Mink
Moakley
Moffett
Moorhead, Pa.
Morgan
Moss
Murphy, Ill.
Murphy, N.Y.
Neal
Nedzi
.Nowak
Oberstar
Obey
O'Hara
O'Neill
Patman
Patterson, Calif.
Pattison, N.Y.
Pepper
Perkins
Pickle
Pike
Preyer
Rees
Reuss
Richmond
Risenhoover
Roberts
Rodino
Roncallo
Rooney
Rosenthal
Rostenkowski
Roush
Roybal
Russo
Ryan
St Germain
Santini
NAYS-196
Burlison, Mo.
Burton, John
Butler
Byron
Carr
Carter
Casey
Cederberg
Chappell
Chisholm
Clausen, Don. H.
Clawson, Del.
Clay
Cleveland
Cochran
Cohen
Collins, Ill.
Collins, Tex.
Conable
Conlan
Conyers

Coughlin
Crane

Sarbanes
Scheuer
Seiberling
Sharp
Simon
Sisk
Slack
Smith, Iowa
Solarz
Spellman
Staggers
Stark
Steed
Studds
Sullivan
Symington
Thompson
Thornton
Traxler
Tsongas
Udall
Ullman
Van Deerlin
Vander Veen
Vanik
Vigorito
Waxman
Weaver
Whalen
White
Wilson, Charles, Tex.
Wirth
Wolff
Wright
Yates
Yatron
Young, Tex.
Zablocki
Zeferetti

Daniel, Dan
Daniel, Robert W., Jr.
Davis
Dellums
Derrick
Derwinski
Devine
Dickinson
Downing
Duncan, Tenn.
du Pont
Early
Edwards, Ala.
Emery
Erlenborn
Esch
Eshloman
Evans, Ind.
Fenwick
Findley
Fish
Flynt
Forsythe

652
Fountain
Frenzel
Frey
Gilman
Ginn
Goldwater
Goodling'
Gradison
Grassley
Guyer
Hagedorn
Haley
Hammerschmidt
Harrington
Harsha
Hastings
Hdbert
Heckler, Mass.
Heinz
Helstoski
Henderson
Hillis
Hinshaw
Holt
Horton
Hutchinson
Hyde
Ichord
Jacobs
Jarman
Jeffords
Johnson Colo.
Jones, N.C.
Kasten
Kelly
Kemp
Ketchum
Kindness
LaFalce
Lagomarsino
Landrum
Latta
Lent

Biaggi
Burke, Calif.
Clancy
Dodd
Flowers
Ford, Tenn.
Fulton
Gonzalez
Hansen
Hawkins
Hays, Ohio
Hungate

Levitas
Lloyd, Tenn.
Long, Md.
Lott
Lujan
McClory
. McCloskey
McCollister
McDade
McDonald
McEwen
McKinney
Madigan
Mann
Martin
Mathis
Mazzoli
Metcalfe
Michel
Miller. Ohio
Mitchell, Md.
Mitchell, N.Y.
Montgomery
Moore
Moorhead, Calif.
Mottl
Myers, Ind.
Myers, Pa.
Natcher
Nichols
Nolan
Ottinger
Passman
Patten
Poage
Pressler
Pritchard
Quie
Railsback
Randall
Regula
Riegle
Rinaldo
NOT VOTING-36
Johnson, Pa.
Leggett
Mills
Mollohan
Mosher
Murtha
Nix
O'Brien
Peyser
Price
Quillen
Rangel

Robinson
Roe
Rose
Rousselot
Runnels
Ruppe
Sarasin
Satterfield
Schneebeli
Schroeder
Schulze
Sebelius
Shuster
Sikes
Skubitz
Smith, Nebr.
Snyder
Spence
Stanton, J. Wi am
Steelman
Steiger, Ariz.
Steiger, Wis.
Stephens
Stokes
Stratton
Stuckey
Taylor, Mo.
Taylor, N.C.
Thone
Treen
Vander Jagt
Waggonner
Walsh
Wampler
Whitehurst
Wilson, Bob
Wilson, Charles H.,
Calif.
Winn
Wydler
Wylie
Young, Alaska

Rhodes
Rogers
Shipley
Shriver
Stanton, James V.
Symms
Talcott
Teague
Whitten
Wiggins
Young, Fla.
Young, Ga.

So the concurrent resolution was agreed to.
AMENDMENT AGREED TO

The Clerk announced the following pairs:
On this vote:
Mr. Teague for, with Mr. Rhodes against.
Mr. Shipley for, with Mr. Johnson of Pennsylvania against.
Mr. Price for, with Mr. Quillen against.
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Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.

Peyser for, with Mr. Symms against.
Rangel for, with Mr. Talcott against.
Biaggi for, with Mr. Young of Florida against.
Dodd for, with Mr. Clancy against.
Mollohan for, with Mr. Hansen against.
Fulton for, with Mr. O'Brien against.
James V. Stanton for, with Mr. Wiggins against.

Until further notice:
Mr. Whitten with Mr. Hawkins.
Mr. Gonzalez with Mr. Flowers.
Mr. Hays of Ohio with Mr. Ford of Tennessee.
Mr. Hungate with Mrs. Burke of California.
Mr. Leggett with Mr. Murtha.
Mr. Rogers with Mr. Nix.
Mr. Mills with Mr. Shriver.
Mr. Mosher with Mr. Young of Georgia.

The result of the vote was announced as above recorded.

HOUSE, TUESDAY, MAY 6, 1975
[From the Congressional Record]

p. H3698
APPOINTMENT OF CONFEREES ON CONCURRENT RESOLUTION ON THE
BUDGET-HousE CONCURRENT RESOLUTION 218
Mr. ADAMS. Mr. Speaker, pursuant to clause 1 of rule XX and by
direction of the Committee on the Budget, I move to take from the
Speaker's table the concurrent resolution on the budget, House
Concurrent Resolution 218, with a Senate amendment thereto,
disagree to the Senate amendment, and request a conference with the
Senate.
The SPEAKER. The question is on the motion offered by the gentleman from Washington (Mr. Adams).
The motion was agreed to.
The SPEAKFR. The Chair appoints the following conferees: Me~srs.
Adams, Wri,. .t, Ashley, Giaimo, Smith of Iowa, O'Hara, Gibbons,
Mitchell of Maryland, Derrick, Latta, Broyhill, Hastings, and
Conable.
(954)

HOUSE, TUESDAY, MAY 18, 1975
[From the Congressional Record]

pp. H3968-H3969
STATEMENT OF CHAIRMAN BROCK ADAMS ON CONFERENCE ON THE
BUDGET

The SPEAKER pro tempore. Under a previous order of the House,
the gentleman from Washington (Mr. Adams) is recognized for 15
minutes.
Mr. AbAMS. Mr. Speaker, I am taking this time to inform Members
of the House about several printing errors that appeared in the conference report'and joint explanatory statement on House Concurrent
Resolution 218 that was published in the Record of May 9, 1975, on
pages H3888 through H3890.
First, I want to point out that although the conference report as
printed in the Record is correct, a printing error appears in the printed
document. In subparagraph (5), which deals with the public debt,
the amount should read "$617,600,000,000," instead of "$617,000'000'000."
In both the printed document and the Congressional Record
versions of the joint explhunatory statement, the following corrections
should be made:
In the paragraph dealing with the deficit, the number in the last
line should read "$68.82 billion"instead of "$68.8 billion."
Under the heading "Niational Defense," the word "billion" should
appear in the third paragraph after "$100.7" and "$90.7." Under the
same heading, in subparagraph (b) the words "South Vietnam and
Cambodia" should appear in place of the words "Southeast Asia."
,Under the heading "International Affairs," after the second
paragraph, the following paragraph should be inserted:
The Conference substitute assumes $4.9 billion in budget authority and $4.9
billion in outlays.

Under the head'g "General Science, Space and Technology,"
the numbers in the first paragraph should read "$4.708" instead of
"$4.7", and "$4.599" instead of "$4.6".
Under the heading "Education, Manpower and Social Services,"
the last sentence of the last paragraph should read as follows:
"The conferees reached their decision with regard to public service employment in this function, which involves a reduction in the House estimate, in view
of the job-creating effect of the $0.6 billion assumed in function 400 for rail
assistance.

Under the heading "Law Enforcement and Justice," the numbers
in the first paragraph should read "$3.291" instead of "$3.3", and
(955)
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and "$3.363" instead of "$3.4". The last paragraph under the same
heading should read as follows:
The C ference agreed to the House figures, rounded to the nearest tenth of
a .billion collars.

Under the heading "General Government," the number representing outlays sh6uld.ibe '"$3.5 billion"' i!steid 6t "$3.4 billion".
Under the heading "Revenue Sharing and General Purpose Fiscal
Assistance," the figures in the fist paragraph should read "$7.305"

instead of "$7.3", and "$7.249"' instead 1.11$70.2".

In the printed document version of the joint explanatory statement, under the heading "Interest,", outlays are incorrectly printed
as "$1.5 billion" instead of the correct figure, which is $35.0 billioii".
Furthermore, -in both the printed document'and, the -Congressional
Record version, under this same heading, the following sentence
at the end of the third paragraph was inadvertently omitted:
If interest payments are lower due to change in the economy, the conferees

agreed, up to $100 million in outlays could be made available for education,
manpower and social services, and for community and regional development,
to be divided equally between the twe functions.

Finally,' under the heading "Undistributed Offsetting Receipts,"
the numbers in the first paragraph should be "-'$16.193" instead
of "-$16.2", in both instances. In addition, the second paragraph
should read as follows:
"The Senate amendment assumes -$16.2 billion in each case."
I am including the following table comparing the President's
.budget totals with the House. and Senate Resolutions and the final
conference result.

COMPARISON OF BUDGET TOTALS, MAY 13,1975
[in billions of dollars!

1974 actual

Revenues............
Budget

authority ....

Olas...............
Deficit................
Public debt.............

i

9

28. 4
3.5
486.2

1975
President's
budget
estimate

1976
President's
budget as H. Con. Res.
submitted
218

2.o
2718
39

313.4
34.7
538.5

349.371
51.851
596.427

M

i213
70.032
619.900'

S. Con. Res.L
32,

i8.6

1365.0
61.2
617.6

Final
conference

35

367.000
,6.820
617.600

4
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HOUSE COMMITTEE ON THE BUDGET-BUDGET AUTHORITY, MAY 13,1975

.-

P@,Presdent's
budget as H.Con.
_ubmitted Res. 2189

Funct

,.,

S. Con.
Res. 32

•

Final
Presiconferdent's
once budget is d. Con.
action submitted Res, 218

050 National defense ..........
107, 700 100,456 101,000 100,700
150 International affairs ..............
12,627
4,677
6,000
4,900
250 General science, space, and tech.
noloy ........ .............. " 4,69C
4,706
4,700
4,700
300 Natural resourcps, environment,
and energy.--.. ..............
14,105
13,400
13,800
350 Agriculture ....... ............... 12,226
4,273 4,273 4,300 4,300
400 Commerce and transportation-.....
6,602 13,976
9,500
11,300
450 Community and regional d,/olopment ..........................
5,164 10, 814
6,000 11,000
500 Education, manpower, and social
services .......-...............
13,686 19,010 20,700 190,000
550 Health ..........................
41,022 33,112 32,600 33,100
600 Income security ...........-......
135,339 141,327 138,5GO 140,900
700 Veterans benefits and services.... 16,163
17,998
17,600
18,000
750 Law enforcement and Justice ......
3,169
3,291
3,300
3,300
800 General government ..............
3,335
3,300
3,300
3,300
850 Revenue sharing and general purpose fiscal assistance ...........
7,305
7,305
7,300
7,300
900 Interest .........................
34,419 35, 000 35,300 35,000
Allowances ......................
8,235
1,735
1,300
1,400
950 Undistributed offsetting receipts.. -20,193 -16,193 -16,200 -16,200
Total .....................

385,848

395,894

388,600

Conference compared to-

395,800

-7, 000
-7,727

244
223

S. Con
Ru. 3i
-00

-_,

?O

14

-8

a

1,574
27
4,698

-305

400

324

1,800

5,836

186

5,000

5,314
2,078
5,561
1,837
131
-35

-10
-12
427
2
9
0

-:,700
500
2,400
400
0
0

-5
581
-6,925
3,993

-5
0
-335
-7

0
-300
100
0

9,952

-94

7,200

27

0

HOUSE COMMITTEE ON THE BUDGET-OUTLAYS, MAY 13, 1975
JIn millions of dollars
Conference compared toPresident's
budget as
submitted

Function

H.Con.
Res. 218

S. Con.
Res. 32

Final
Presiconferdent's
once budget as H.Con.
action submitted Res. 218

050 National defense .................
94,027 90,195 91,200 90,700
150 International affairs ..............
6,294
4,950
4,900
4,900
250 General science, space, and technolog ........
........
4,581
4,599
4,600
4,600
300 Natural resources, environment,
and energy ....................
10,028
11,546 11,700
11,600
350 Agriculture ......................
1,816
1,816
2,000
1,800
400 Commerce and transportation ...... 13, 723 18,460 16,600
17,500
450 Community and regional development ........................
5,920
8,998
6,600
8,650
500 Education, manpower, and social
services ..............
14,623 20, 426
19,400
19,850
550 Health.................
28,050 30,702 31,000
30,700
600 Income security .................. 118,724 124,859 126,100 125, 300
700 Veterans benefits and services .....
15, 592 17,469 16,900
17,500
750 Law enforcement and justice ......
3,288
3,363
3,400
3,400
800 General government ..............
3,180
3,350
3,200
3,300
850 Revenue sharing and general purposa fiscal assistance ...........
2,749
7,249
7,200
7,200
900 InteresL ........................
34,419 35,000 35,300 35,000
Allowances ......................
8,050
1,460
1,100
1,200
950 Undistributed offsetting receipts... -20,193 -16,193 -16,200 -16,200
Total .....................

C,,

52-059--75-602

349,371

368,249

365,000

367,000

S. Con.
les. 32

:3,327
1,394

505
-50

-500
0

19

1

0

1,572
-16
3,777

54
-16
-960

-100
-200
900

2,730

-348

2,050

5,227
2,650
6,576
1,908
112
120

-576
-2
441
31
37
-50

450
-300
-800
600
0
100

-49
0
-260
-7

0
-300
100
0

-49
581
-6,850
3,993
17,629

-1,249

2,000

HOUSE, WEDNESDAY, MAY 14, 1975
[From the Congressional Record]

pp. H3995-H4004
CONFERENCE REPORT ON HoUSE CONCURRZNT RESOLUTION. 218,
FIRST CONCURRENT RESOLUTION O'N THE BUDGET-FISCAL YEAR"

1976
Mr. ADAMS. Mr. Speaker, I call up the conference report on the
House concurrent, resolution (H. Con. Res. 218) setting Worth, on an
aggregate basis only, the congressional budget for the U.S. Government for the fiscal year 1976.
Tne Clerk read the title of the concurrent resolution.
The SPEAKER. The Clerk will read the conference report..
The Clerk read as follows:
(For conference report and statement, see proceedings of the House
of May 9, 1975.)
(Mr. ADAMS asked and was given permission to revise and extend
his remarks.)
Mr. ADAMS. Mr. Speaker, I yield myself 3 minutes.
Mr. Speaker, I rise in strong support of the conference report on the
first budget resolution. The report is a reasonable compromise between the positions of the House and the Senate and, in my opinion,
should be adopted by the House.
The conferees agreed to the following targets for the principal budget aggregates contained in the resolution:
OUTLAYS

$367 billion, which was $2 billion above the Senate position and
$1.2 billion below the House position;
BUDGET AUTHORITY

$395.8 billion, $7.2 billion above the Senate position and approximately $100 million below the House position;
DEFICIT

$68.82 billion, $1.6 billion above the Senate position and $1.2:
billion below the House position; and
REVENUES

$298.18 billion, approximately $400 million above the Senate
position and the same as the House position.
Mr. Speaker, the revenue target is based on a series of assumptions
by the conferees: First, that the major provisions of the Tax Reduction
Act of 1975 will be extended to the end of the fiscal year, which will
lower revenues by about $4.4 billion; second, that approximately
$1 billion in revenues will be realized in fiscal year 1976 through enactment of tax reform legislation, rather than the $3 billion contemplated
in the House-passed resolution; and, third,* that an additional $2
billion in revenues will be raised in fiscal year 1976 in view of the
Treasury's recent tax collection experience.
(958)

959
As a result of these major decisions by the conferees, the resolution
establishes a level of $617.6 billion for the public debt, equal to the
Senate position and $2.3 billion below the House position.
ESTIMATES ESTABLISHED

The conferees also established budget authority and autlay estimates for each of the major functional categories of the budget. These
estimates serve to explain how the conferees arrived at the principal
budget aggregates contained in the resolution. Page 9 of the conference report contains a table setting forth the amounts agreed to by the
conferees for each functional category.
I would like to bring to the House's attention the conferees' de.
cisions on three major subjects before the conference:
First. President Ford's proposed 5 percent cap on increases in
Federal pay, retirement, and other benefit costs. The Senate
resolution did not include funds to permit payment of full costof-living increases in pay, retirement, and other benefit programs.
The House resolution included the full amounts needed to make
these payments. The conferees accepted the House position on
all proposed caps.
Second. Economic stimulus. The House resolution included
funding for approximately 1,700,000 jobs in fiscal year 1976.
The conferees also provided for considerable economic stimulus-a
total of 1,664,500 jobs over and above the President's budget
submission. As my colleagues know, the Senate resolution did
not have nearly so strong an economic stimulus thrust. The
conferees went much more than halfway in meeting House
concerns that the economy be given a substantial boost. Thus,
the conference accepted the Senate proposal for stimulating
employment through railroad rehabilitatiou projects, and agreed
upon a public service employment level of 385,000 for fiscal year
1976.
Third. Additional emplopnent-generating public works programs. The House resolution contained $5 billion in budget
authority and $2.5 billion in outlays for a new accelerated public
works program, the Emergency Local Public Works Capital
Development and Investment Act. The Senate resolution (lid
not contain funds for any similar program. The conferees agreed
to retain $5 billion in budget authority and $2.1 billion in outlays
for additional economic stimulus to be provided either through
an accelerated pamblic works program of the type being considered
in the House, or through some other appropriate stim ulative
program, such as emergency financial aid to States and localities,
that the Congress may ultimately enact.
Adoption of this resolution will complete the first important phaSo
of the new budget process. In my opinion, the Congress performance
should be highly commended, and I want to thank all Members of
the House, regardless of their views on individual spending matters
for fully supporting the new budget process.
FAIR CO•PROUISF,

Mr. Speaker, I believe that this represents a fair compromise
between the positions of the two Houses. Yesterday I placed in the
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Record at pages H3968 and H3969 a table which compares the
figures of 1974, the President's budget estimate of 1975, the President's
budget estimate as submitted for 1976, the House position, the
Senate position, and the final conference position. There is also
included the figures indicating the budget authority, recommended
in general terms but not as part of the conference report itself, for
each of the functional categories, and below that a report on each
of the outlay figures. I hope my colleagues in the House will vote to
accept the conference report.
I say to m colleagues, as I did at the time that the resolution
was passed, Y think this represents a very important step as far
as the Congress is concerned in attempting 'to reestablish in aplptopriate form our constitutional responsibilities to have control over
Spending and, in particular, control over general fiscal policy of the
United States.
Mr. LATrrA. Mr. Speaker, I yield myself 5-minutes.
(Mr. LATTA asked and was given permission to revise and extend

his remarks-)- ...

SERIOUS MISTAKE TO CONCUR

Mr. LATTA, Mr. Speaker, I believe it would be a serious mistake
to concur in the budget and deficit figures that are contained in
House- Concurrent Resolution 218 and am therefore constrained to
speak in opposition to this conference report.
In setting the deficit for fiscal year 1976 at $68.8 billion the conferees have reduced the deficit somewhat from the amount as passed
by the House originally but it is still excessive.
The conferees completed action on House Concurrent Resolution
218 on May 9. Following are the five aggregate figures arrived at, as
compared with the original House and Senate figures:
Iln billions of dollars
House

Senate

Conference

Outlays
..........................................
368.21
Budget authority------------------------------------395.93
Deficit ...........................................................
70.03
Revenue .........................................................
298.18
Debt ............................................................
619.90

365.00
388. 60
67.20
297.80
617.60

367.00
395.80
68.82
298.18
617.60

'What makes the figures in this resolution all the more frightening
is the prospect that the deficit could well go much higher than that,
up to $100 billion range, if Congress continues approving spending
legislation as in the past.
The Federal borrowing needed to support a deficit of that magnitude
would push interest rates up and crowd out private borrowing needed
to operate businesses, keep industry humming, and create Jobs. Such
spending would set off another round of aggravated inflation which in
turn would inevitably bring on recession. it is not a pleasant prospect.
RESOLUTION QUESTIONABLE

The resolution is questionable for other reasons. It proposes too
much and the wrong kind of stimulative spending for public works
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and public service jobs. Our experiences in the past have demonstrated
over and over again that public works programs place heavy burdens
on the Federal budget and do not really stimulate the economy on a
short-range basis. Their impact is later when the need for stimulus
has passed, and then serve to aggravate inflation. Publicservice jobs
tend to simply transfer to the Federal Government costs that should
be borne by other levels of governments. In spite of such drawbacks,
the resolution earmarks billions for such purposes.

The conference report on House Concurrent Resolution 218 embraces other numerous unbudgeted items. Many of these items might
well have merit at another time but that time is not now when one
considers the magnitude of our budgetary problems.
It is regrettable that the conferees did not accept the so-called cap
on salaries. Even though the cap on salaries and retirement was
removed by the House-and I believe that was a serious mistakethe cap on salaries was included in the Senate figures. The conference
action had the effect of removing it. Given the job security of Federal
personnel and their relative wage levels, I believe this is a -very
legitimate place to hold the line on runaway Federal spending and to
set an example for the private sector.
On the other hand, suggestions made to effect savings have been
rejected. Proposals were made to improve the administration of
various benefit programs and otherwise eliminate undue spending,
amounting to over a billion dollars in fiscal year 1976. They were
rejected outright.
GLIMM

OF HOPE

Mr. Speaker, it is for reasons such as I have discussed here that
causes me to sound the call once again for some fiscal discipline on the
part of the Congress. My "no" vote on the conference report islto give
a glimmer of hope that we can make meaningful strides toward achieving the fiscal discipline which is so badly needed.
Mr. ADAMS. Mr. Speaker, I yield 5 minutes to the gentleman from
Michigan (Mr. O'Hara).
(Mr. O'Hara asked and was given permission to revise and extend
I
his remarks.)
Mr. O'HARA. Mr. Speaker, I rise in support of the conference report.
Mr. Speaker, I think the conference report represents a number of
improvements over the Senate bill. In most aspects the House resolution was followed in this conference report, so I believe all those who
supported the House resolution at the time it was before the House
could in good conscience support the conference report now before us.
CLARIFICATION

I would like to try to clarify some of the matters that were taken
up during the conference which are not fully amplified by the conference report.
I would like to have the attention of the gentleman from Washington
(Mr. Adams), the chairman of the committee, with respect to these
matters.
Mr. Speaker, on page 6 of the conference report under function 500,
"Education, manpower, and social services," the conference report
indicates that the House resolution assumed outlays of $20.4 billion
and the Senate amendment assumed outlays of $19.4 billion, for a,
$1 billion difference.
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Then the conference report points' out that the conferees agi'eed
to outlays of $19.86 billion in-this function. These figures assume that
all programs in'this futinction can be funded it least 'at the fiscal year
1975 funding level, 'that regular ongoing programs be increased, and
that the number of public service einployment jobs also be increased.
Then the conference report says..
The conferees' reached their decision with regard to public service employment
in this function, which involves a reduction in'the House estimate,' in 'view of
the job-creating effect of the $0.6 billion assumed infunction 400 for rail assistance.
Now, that is my understanding, that those two were intermingled
in the decision of the conference; is that correct?
Mr. ADAMS. Mr. Speaker, the gentleman is correct. Those two
were intermingled at the time of the conference, but they' both involved job-creating functions and public-service-type jobs.
Mr. O'HAAA. Right, and we did not have the $600 million of rail
assistance in the House resolution.
.. , Ap•s,'. We:dd not. That was a Senate provision.
Mr. O'HARA. It was my understa-ndIing that when the €-omproinis•
proposal was offered 'to settle the difference in function 500, it was
agreed by the conference that to the extent the $600 million for rail
assistance, that had not been in the House resolution, were not used
for that purpose, rail assistance, the amount to be used for public
service employment under function 500 could be correspondingly
increased. Is that the understanding of the gentleman?
Mr. ADAMS. That is correct.

Mr. O'HARA. I thank the gentleman for assisting and clarifying
that.
Mr. Speaker, Iwould like to direct the chairman's attention to one

other provision of the conference report, function 900, "Interest,"
on page 8 of the statement of the managers. The third paragraph of
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that statement says:
The Conference substitute provides $35.0 billion in budget authority and outlays, the same as the House estimate and $0.3 billion lower than the Senate estimate. If interest payments are lower due to changes in the economy, the conferees
agreed, up to $100 million in outlays could be made available for education,
manpower and social services, and for community and regional development,
to be divided equally between the two functions.
Mr. ADAMS. That is correct. We have been told recently that the
Treasury has underestimated revenues by about $7.5 billion. If such
underestimates continue, the result will be 'to reduce the size of the
national debt and the interest required to be paid. If less interest need
paid, 'the amount of the reduction can be used for these other
purposes.
The SPEAKER. The time ofh6 gentleman has expired.
Mr. ADAMS. Mr.: Speaker, I yield the gentleman 2 additional
minutes.
INTEREST RATES LESS THAN ESTIMATED

Mr. O'HARA. Mr. Speaker, then it was simply because the increased
revenues, decreased debt, and smaller interest costs were not finalized
at the time the resolution went to conference that we do not make the
appropriate change in the actual conference report; but I nevertheless
understand that our interest costs will probably not be as high in the
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,onoming fiscal year as wa's our original estimate, because of the changes
in the estimates of revenues and debt.
Mr. ADAMS. That is correct. Therp is a possibility that a• much.as
$300 to $400 million' less in intereqf might be needed because of, increased revenues likely to be' received in 1975 and 1976.
Mr. O'HARA. I thank the chairman, and I consider that the provision with respect'td the $100 million'of interest and what will be. done
if we do make that saving to be an importantprovision.
Mr. Speaker, I' support the conference report. It provides Substantially the same amount of economic stimulation tand of job creation as
did the House resolution. That, of course, is inadequate, but it is
more than the Senate resolution provided. I think it is a good conference report, given the point at which we started, and I support the
-adoption of the report.
Mr. LATirA. Mr. Speaker, I yield 2 minutes to t1.e gentleman from
North Carolina (Mr. Broyhill).
.. (Mr. .BROYHILL asked and was, giei per4ision to revise and
extend his remarks.)
Mr. BROYmLIL. 'Mr. Speaker, I have serious reservations about the
conference report on House Concurrent Resolution 218' that "isbefore
the 'House dt this time. Furthermore, I believe all Members of the
House of Representatives should be equally concerned.
'

'

POTENTIAL FOR" MORE 8PENDINO

As it was reported from conference, the resolution places a stamp of
approval on a fiscal year 1976 deficit totaling $68.8 billion, a sum
which far exceeds the deficit for any-one fiscal year in our Nation's
entire history. Beyond that, it is not just the deficit figure as'such that
is cause for deep concern. Equally significant is its potential impact
as- giving a go-ahead signal for a variety of spending programs being
acted on or under consideration in the Congress.
Actually, the resolution could in fact represent a meaningful
.achievement if the fiscal year 1976 deficit could be held at the level
no higher than contained in House Concurrent Resolution 218, even
though that is still too high,! but from the flow of budgetbusting
legislation going through the House, unfortunately that seems unlikely. I refer to such items as the multibillion-dollar so-called emergency employment appropriation bill, the education appropriation
till, and the lunch program bill, and others under active consideration.
All of these increase spending far beyond present.levels.
CONGRESSIONAL COOPERATION NEEDED

If the budget control process 'is to be effective in holding down
spending and averting inflation and recession, full cooperation by the
Congress in exercising needed fiscal discipline is absolutely essential.
If that is not done even the best of intentions in passi spending
programs would backfire, because with worsening inflation and
recession the people will, be in a far worse situation than without the
legislation enacted supposedly for their benefit.
In the minority views on House Concurrent Resolution 218, page
85, a table prepared by OMB appears, outlining where the fiscal year

1976 Federal deficit could be headed, taking into consideration the
tax-cut legislation and various spending proposals
Vpending
before the
Congress. At the time the report was fied it was estimated that the
new congressional spending proposals could add" an additional $30
billion to the estimated fiscal year 1976 deficit, briingi it up over
$100 billion. That table has since been updated and the projection
now
is for new spending proposals to potentially reach approximately
an additional $32 billion, which could put the deficit threat well over
$100 billion. I am including as part of my remarks a copy of the chart
for the information of the membership of the House:
[In billions of dollars)
Latest

Previos

estimates

estimates

The current estimate (with tax bill as written) ..............................
60.0
If Congress rejects President's holddown legislation-add .......................
1.0
If*
Inte stabill
ofe
becosepermanent--dd... .... ......
.............
- .0
New congressional spending proposals ...............................
32.0
Potential deficit threat ..............................................
1•.0
New congresskioal spending opoosals:
Antirecaeslon grants to State and local governments ..............
5,0
Broadened unemployment compensation benefits..........................
1.8
Additional publicservie Jobs ...........................................
'12.0
Iincreased public works projects for State and local governments ..................
'1.5
(eosustained) ........ . .............. ...............................................
(T•Is item removed)
....................................................
lew housing subsidies
.........................................
1.1

60.0
12.0
5.0
30. 0
100.0

What will be the budget deficit?

Increased urban mass transit and highway projects...................

Health insurance subsidies for the unemployed ................................
Increased school feeding and related programs .................................
Increased veterans benefits ................................
Additional small business loans.....................................
Other increasesin a wide variety of spending programs ...........

1.2

1.0
2. 3
1.3
.4
4.9

5.0
4.0
3.0
3.0

.2

1.9
1.9
1.8

1.5
1.4
.8
.4
3.2

IS$3,000,000.000
OMB estimate. (1977).

Our ast experiences and the advice we get emphasize that undue
Federal spending will unleash further vicious inflationary spirals
and this in turn will bring about recession. Obviously, we should do
whatever We can to prevent that from occurring,'which would bring
much suffering to our Nation. I believe it is absolutely essential that
we either eliminate or defer spending programs such as are cited by
OMB in every way possible in order to keep our economy. healthy
and productive for the benefit of all our citizens; It is for this reason
-that I must express opposition to the conference report, on House
•Concurrent Resolution 218 and the concept it' seems to represent
that we can spend our way into prosperity. That does not'work and
the sooner that lesson is learned the better.
Mr. LATTA. Mr. Speaker, [yield such time asbe may consume to
the gentleman from California (Mr. Rousselot).
(Mr. R OUSSELOT asked and was given permission to revise and
extend his remarks.)

OPPOSES CONFERENCE REPORT
Mr. RouSS•ELOT. Mr. Speaker, I rise in opposition to the conference
report on House Concurrent Resolution 218, legislation setting forth,
on an aggregate basis only, the congressional budget for the U.S.
'Government for fiscal year 1976.
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PHILOSOPHY

This legislation continues the same economic philosophy that has
causedlour problems in the first- place-increasing Federal spending,
and along with these, increases come larger and more devastate'
Federal deficits that can only be financed by an inflationary growth
in the money supply or increasing Federal borrowing in the private
money markets which crowds out private investors and stunts private
Industry growth. An editorial in the April 29, 1975, Wall Street
Journal clearly points out that we are 161lowing the same road of
economic destkuctift thatha" faied to-miserably for Great Britain'
and that unless this trend can be reversed, we will also be victims
"of the welfare-state-manic-Keynesian syndrome." The full text of
this article follows, and I urge every colleague who is inclined to
support this conference report to read it carefully. [See p. 776.]
Admittedly, the aggregate totals in the conference agreement are
ir compromise between the House and Senate versions, and in that
sense the conference committee did its job. It is now up to usto,reject
this conference agreement with the intention of bringing the budget
into balance, and restoring economic stability.
3?OT CREATING FURANWT JOBN

As Ifargued during the general debate on this resolution and during
the offering of my balanced budget amendment, we are not creating
long-term permanent jobs by financing accelerated public works
programs, giving out tax rebates to individuals in the year after they
were collected, increasing unemployment compensation, expanding
welfare assistance, giving away tax dollars to assist foreign countries,
continuing to pay our farmers not to grow certain crops, and burdening the taxpayers with $35 billion in interest in fiscal year 1976 to
cover the financing of the new debt and the refinancing of old debt.
We can only create long-term permanent jobs by reducing Federal
spending and the Treasury penetration in the private money markets
thereby a&owing economic growth in the private sector and the creation of permanent jobs for the unemployed.
The day of reckoning has come, and Iurge all of you who share
my4belief that we must move the economy in the direction of long.
ternmirecovery to vote with me to defeat this conference report, and to
join with me in supporting a balanced budget for fiscal year 1976.
Mr. LATTA'. Mr. Speaker, I yield 5 minutes to theý gentleman from
Ohiol(Mr. Whalen),
(Mr. WHALEN asked and was given permission to revise and extend
his remarks.)
Mr. WHALzN. Mr. Speaker, I rise in support of the conference
report on House Concurrent Resolution 218.
IMPACT 00 VOLUTION ON THE E(ZONOXY

The size of the Federal deficit-$68,8 billion-in the conference
report on the first concurrent resolution on the budget raises three
important questions-about its impact on the economy.

Alan
First, what impact will the deficit havp upon unemployment? In
an October 7, 1974, speech I referred to unemployment as "Public
Enemy No. 1." Today, the situation has become worse, with the
unemployment rate approac.hi. 9 percent,
Assuming that the GNP will rise at a rate of only 3 percent due to
reduced labor force growth and other. factor? it will take 3 years of
growth at a rate of 7 percent per year tp reduce the GNP gap enough
to lower the rate of unemployment to 5 percent. The Federal deficit of
$68.82 billion contained in the conference report should have a desirable
stimulative effect upon the economy by fueling the growth of the
GNP and reducing unemployment. Indeed, according to the House
Budget Committee, the higher deficit in. the congressional budget is
projected to result in at least 1 percent less unemployment than the
lower deficit in the budget recommended by the administration.
Secopid, will the $68.82 billion deficit aggravate inflation? The
contained in the budget resolution should not aggravate
deficit
inflation, since the immediatemi~paet.o the. 4.jt spendingwill .be
upon tde e ects of the recession, our mere pressing economic problem,
Federal deficit spending, coupled with the increased consumer
purchasing power spurred by the tax rebates and reductions, should
provide the needed fiscal stimulation to combat the recession. In
addition, a policy qf moderate monetary, expan o, on the part of the
Federal Reserve would significantly aid this effort against the recession.
RECESSI01

FJBST CONCERN

Thus, our first concern should be the recession. For the short-run,
the size of Federal deficit financing under the budget resolution is
appropriate for meeting the impact of the recession. The key question
in this regard, which is difficult to answer at this time, is the depth
of the recession. Nevertheless, recovery from the recession is unlikely
to rekindle double-digit inflation until the slack in the economy has
been largely taken up. It is at the time when the recovery is underway
that the problem of inflation must be addressed. Then; as Dr. Francoe
Modigliani of MIT has pointed out, the goal will. be to "prevent the
recovery from overshooting into the 'zone of accelerated inflation."
The First National City Bank, in its May economic letter, expressed
the view that when that time comes the inflation may not be as severe
as others have predicted:
All in' all, therefore there is unlikely to be a rapid return to the inflation-ridden
days of 1973 and 1914. Although the recession's major impact has been jammed
into a relatively brief span it has been of sufficient severity to dissolve the
conditions of excess demuud that sustained double-digit inflation. It is likely to
take more time than is now generally appreciated to restore those conditions.

As we move out of the recession, wewill have to develop an adroit
policy flexible enough*to head off inflationary pressures which might
arise during the upturn. With careful planning, I believe this can be
done. For the immediate future, however, qor attention is more properly focused upon the recession.
Third will the deficit "crowd out" private borrowing? According to
the Andersen-Jordan economic mode, there is a tendency for any
rise in Government spending to be offset by an equivalent decline in
private spending. However, it was the consensus of the banking leaders
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who appeared before the House Budget Committee to testify on the
budget resolution that there should beono major problem through the
rest of the current calendar year of creditworthy borrowers be'ng
As Leonard J.; Santow of Schroder
. . sp•i d 6u't-6f*th`fiiIfdif•il'flfArket9.
u
Capital Corp. observed:
The softness in-the economy and the large. inflows at financial Intermediaries
will mean coai;derable elbow-room in the financial markets.

As Albert Wojnilower of the First Boston Corp. noted, until there
Sis a substantial economic recovery, it is more appropriate to speak of
"substitution" of Federal for private borrowing, rather than_'/crowding out." Federal borrob"ing for the short term will move in to fill the
vacuum created by the sharp drop in private credit demands. As the
recovery begins, private credit demands will pick up and Federal
borrowing requirements will decrease.
=MODERATE

EXPANSION

OF MONEY SUPPLY'

Federal spending, plus the effect of the Tax Reduction Act, should
operate to increase spendable income throughout the economy. If the
Federal Reserve assists the antirecessionary measures through modP
rate expansion of the money supply, there will be no "crowding out"
effect.
Mr. ADAMS. Mr. Speaker, I yield such time as he may consume to
the gentleman from Texas (Mr. Mahon).
(Mr; MAHON asked and was given permission to revise and extend
his remarks.)
Mr. MAHON. Mr. Speaker, I look upon the problem before. us today
to. be. one. of, deciding whether or not we want to adopt a set of principles for handling our fiscal affairs. I do not look upon the vote which
we are about to cast as a vote for economy or as a vote against economy. I look upon it as a vote to establish a system through which
economies and better management could be achieved. I do not say "will
be achieved," but "could be achieved."
We give ourselves a method by which we can better address the
problems which have confronted us for so long in this body. The purpose here is to set in motion a procedure which could bring about more
awareness of our fiscal problems and enable us to acquire more fiscal
discipline. For me to vote against the measure would indicate, to me,
that I was not in favor of trying to establish a system which could, in
the long run, be effective in promoting fiscal discipline, which is so
urgently required.

GREATER DISCIPLINE NEEDED
Mr. Speaker, I would not want my words to be interpreted as favoring the full content of the measure before us. I am not in favor of
some of the provisions or figures that are included. We will work
on the figures-between now and September and thereafter. But I want
to preserve my position as saying that, in my view, greater discipline
is certainly needed than is provided in. the conference report today.
But it is a step in the right direction because it is a step toward the
adoption of a set of principles. Much more must be done, but at least
we can now, if we adopt this conference report, have the mechanism
for moving in the direction of greater discipline.

mr. MAi.ý
4LBSRT.
Sp'akr, will -te gentleman yi.0?0
qr. IMr.,
wllhappy
to yield.to'the distinguished Speaker,
(Mr. ATpEUT asked aud was given
permission

tO revise and extend

his remarks.)'
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Mr. ALBERT.

Mr. Speaker, I desire to associate myself with the

main thrust of. the gentleman's argument. I consider this one of the
mostimportant'votes -ihat.this House will take, this year. We must
continue this process, which will give us an opportunity, eventually,
to have our own budget and to assume our own responsibilities over
the purse strings of 'the country under the Constitution.
To defeat this conference report, in my opinion, would set back the
to bring this process
trying
work that
good
•
" has been done toward
into being.
.ie
aas
c moment or tie Congress and
for the pe6plb of the Udited States we representJ We nowhave before
us the conference report on the first budget resolution-a measure
which signifies in no sn*ll way the willingness of the House to reassert
its responsibility for the taxing and spending policies of the Federal
Government.
.Since the founding of the Republic the Congress, and especially
the House, has hatd special responsibility placed upon it by the Constitution for the 'ormulation of sound financial policies for the Nation.
Too often iii recent years, however, the Congress has failed to meet
its responsibilities for overseeing the finances of the Nation. We had
not provided ourselves with access to the technical resources necessary -to oversee the large and complex budget of a modern industrial
society. We had failed to create a structure which would provide for
orderly budgeting. And, most important, we seemed to lack the will
to reconcile overall spending and taxing policies.
FISCAL PROGRAM OF THE DEMOCRATIC PARTY

•-

Two of these problems have now-been remedied. We have established
the Congressional Budget Office to provide us with the technical expertise we need. And we have established a committee structure to help
set budget priorities. Under the chairmanship of BROcK ADAMS, the
House Budget Committee, working with its counterpart in the. Senate,
has done an outstanding job and has produced a budget
which certainly can be supported as the fiscal program of the Democratic Party.
So, we have dealt with two of our important problems, obtaining
expertise -and creating a structure through.which, the Congress can
work its will upon overall spending and taxing. Now, in the vote we
are about'to take, we face the final and most difficult problemsummoning the will to reassert our prerogatives and our responsibilities for theoNation's budget, reaffirming that we, the-elected
Representatives of the people,ý will no longer abdicate our responsibilities in this most difficult and important of areas to the executive
branch.

<

The conference report on the budget resolution now before us
the
Member
Cannot
please
eVeronsible.
serious
1 detail.
yengh•
and But
product in
of every
It ofis this
theChamber
is resin
resution
deliberations. It represents a carefully fashlotied and comprehensive
approach to setting the Nation's priorities. It has the confidence of
the people of this Nation, who are looking to the Congress 'to find a
way out of the current recession and back into a pattern of stable
economic growth. And, most important, this resolution represents a
broad consensus-a consensus worthy of our support-concerning
how this Government should conduct its financial affairs over the.
coming year.
ONLY MEANS AVAILABLE.

In short, the House must support this first budget resolution. Fol;
not only is the resolution worthy of our support, but also it is the only
.......
. by..wbiCh...w•t• tlhe constitutiqnal prerogatives of
this body to fashion taxing and spending policy. Only t io'ugli our
support of this resolution will we provide the Congress With'an opportunimty to fulfill its proper role in conducting the financial affairs of
our Ration. I urge all Members of the House to support the resolution,
Mr. MAHON. Mr. Speaker, I want to thank the distinguished
Speaker for his statement, and I want to repeat that, I think it is
urgently necessary that we adopt the conference report, and I believe
we will.
Mr. LATTA. Mr. Speaker, I yield 1 minute to the gentlepnan from.
Illinois (Mr. Findley).
(Mr. FINDLEY asked and was given permission to revise and extend
his remarks.)
Mr. FINDLEY. Mr. Speaker, I want to take this opportunity to
congratulate the chairman of the House Budget Committee for
providing the leadership which has brought us to this point. Although
e projected deficit is deplorable I concur with many of the remarks
of the chairman of the House Appropriations Committee, and I
consider this process very vital. I think it is a historic moment we
have today.
PREVIOUS PROCEDUEE FAILED

I am sure other Members will remember that several Congresses
ago in the House rules there was established a procedure under which
the Congress was supposed to establish a budget for the Federal
Government. This procedure was never completed. On two occasions
it got to conference committee, but the House and Senate conferees,
never agreed on &report. The procedure failed.
Mr. Speaker, I think it is much to the credit of the chairman of
the House Committee on the Budget that this process has now
nearly been completed.
Mr. ADAMS. Mr. Speaker, I thank the gentleman for his very kindL
comment.
Mr.-Speaker, I now yield 5 minutes to the gentleman from Maryland
(Mr. Mitchell).
(Mr. MITCHELL of Maryland asked and was given permission to

revise and extend his remarks.)
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Mr. MITCgiLL. of Maryland.' Mr. Speake*, when the House considered the budget resolution, I voted against passage of the budget
resolution. .'That vote won the ire of some ofray colleagues. I received some gentle rebukes, and I received some very harsh rebukes
for my having voted against the budget resolution.
LACKING STIMULUS

I voted against it primarily because I thought it was deficient in
economic sti'mlus, th& stimulus needed °tb deal with the dramatic
rates of unemployment that characterize my district and many other
congressional districts. My mejor concern was with the extent to
which we could provide economic stimulus, thereby creating 'jobs.
Fortunately, Iwas assigned as one of the conferees on tis bill. I
stayed and watched the Members work so very hard. I observed the
&•vandtake between our position' of preserving the economic stimulus as it was and the Senate's opposite position in that area.
I am very happy to report that, as the Members know, the bulk
of what we had in for economic stimulus is in the matter before us.
Therefore, despite the fact that I think that there is not enough
stimulus, I recognize that we have preserved what there was; and
I am very happy to be able to support this resolution.
It seems to me that those of us who are concerned about the inadequacies of economic stimulus, the deficiencies, the lack of sufficient
stimulus, ought to bear in mind that if we lose out on this conference
report, we face the danger of coming up with another kind of package
which may well reduce the economic stimulus and thus reduce the
possibility of creating jobs.
ESTABLISHING NATIONAL PRIORITIES

I am very happy to support the conference report. I think the
Budget Committee concept that has been started is an important one.
I am not acting so much in terms of the 'rientation of some of my
colleagues. I am oriented in terms of this budget process finally being
used to establish national priorities in this country.
Mr. Speaker, for the reasons that I have laid out before the House,
I urge the support of thd conference report and the adoption of House
Concurrent Resolution 218.
- Mr. LATTA. Mr. Speaker, I have no further requests for time.
'Mr. ADAMS. Mr. Speaker, I yield such time as he may consume -to
the gentleman from California (Mr, Leggett).,
(Mr. LEGGETT asked and was given permission to revise and extend
his remarks.)
' Mr. LEGGETT. Mr. Speaker, I want to congratulate the conference
committee on the job that they have done. They have come back
with a budget that provides for a $10 billion stimulus and perhaps
jobs for 1.6 million American workers.

Mr. Speaker, I think everybody should have very strong second
thoughts about voting against this resolution. There is a lesser deficit
than we had in the original resolution before the committee, and I
think that we all ought to now set forth the position of the House, and
perhaps at a later time we can consult on a medium 'sition with the
President.

1Ls,r.-:-,
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WORTHY OF APPROVAL
Mr. Speaker, the conference committee has offered us a resolution
that is worthy of our approval today. Through the process of reasoning,
the House had proposed aggre ate totals built on assumptions that
would offer adequate funding for important programs and assist in
recovery of the economy. I am convinced that the resolutiondeveloped
in conference preserves the means to reach these goals. I commend to
you both the process whereby the first concurrent resolution was
developed and the substance of that resolution.
In fiscal year 1976 a total of 1,655,000 jobs will result from the
expenditure of $10.6 billion in stimulation to the economy. This is
help we need now to reduce the unemployment rate, a rate that has
been climbing 'upward month by month. As a member of the House
Budget Committee, I know that we have provided for stimulus to
highway' and housing construction, improvements to the environment, accelerated'public works and public service jobs. The American
people are looking to us to provide mechanisms and the initial impetus
to allay this country's faltering economy.
CLOSE TO REC0L[ENDATION

OF PRESIDENT

In passing House Concurrent Resolution 218, the House had approved a budget deficit of $70.032 billion. There were those of us
who were and are seriously concerned about the size of, the deficit.
The resolution on which we vote today has reduced this deficit 'to
$68.8 billion, a level that when accurate revenue assumptions are
made, is very close to that recommended by the President. I believe
our resolution contain&'m6re ieali'tic premises b ad on more current
and better information. I am well aware of the dangers of a large
deficit, as are my fellow House Budget Committee members. Let me
assure you that the need for the deficit was carefully weighed both by
the House and in conference; the deficit figure is no higher than it
must be to help turn this economy around. We will not let the deficit
figure get out of controI-we now have process to insure control. I
urge that each of us support it with an affirmative vote today. I am
asking that we support the establishment of a benchmark to help us
make better decisions in the coming months.
Mr. ADAMS. Mr. Speaker, I yield 4 minutes to the gentleman fr m
Georgia (Mr. Landrum).
(Mr. Landrum asked and was given permission to revise and
extend his remarks.)
Mr. LANDRUM. Mr. Speaker, I wish I could support this conference report. I wish that I could have supported the resolution
originally brought to the House from the committee. I believe that
I stated clearly*my reasons for not supporting the concurrent resolution
when we debated it earlier this month.
The conference report brings to the House the proposition of voting
for a budget outlay of $367 billion. It assumes budget authority for
$395 billion, setting up a deficit of-$68.82 billiiD, 1 and estimates and
assumes thative are going to get. revenue in the amount of $298.18
billion. It assumes an increase in the debt ceiling to $617.8 billion.
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TOO 3ANY ASStWTON8 AND ESTIMATES

The big trouble with this conference report, Mr. Speaker, as was a
House originally,
big trouble in the concurrent resolution passed by the
estimates.
is that it is full of assumptions and ill-considered
Let me direct attention to one assumption that is about as ridiculous
as I can think of having a responsible legislative bod act upon. This
conference report accepts the instructions in the House copcurrent
resolution to the Committee on Ways and Means to close loopholes
and raise revenue in the amount of $3 billion.
Well, it is true that the conference report reduces that $3 billion to
$1 billion, but nevertheless left in the instruction to the Committee
on Ways and Means to close loopholes to raise that $1 billion in
revenue. And it assumes, with this $68 billion, that we do that, that we
collect, we levy and collect new taxes in the sum of $1 billion. If we
do not, then the deficit can go to the amount called for in the original
House concurrent resolution; $73 billion. When you add to that the
off-budget outlays, you go immediately to $84 billion. And if the
assumptions are just slightly off about employment, unemployment,
and the recovery of the economy, then you will have to inevitably
add another $14 billion or $15 billion, and you end up with $106
billion deficit.
Let us get back to this instruction to the Committee on Ways and
Means. fhirty-seven members of the Committee on Ways and
Means, fine, able people-at least 36 of them-and we are telling
them to get busy and close loopholes.
Whose loopholes? What loopholes?
flTUW~ON HOME MOR•TAGES

Look in the budget, look in our revenue laws and you i'ill find one
loophole, or what some designate as loophole, interest on home
mortgages. Do you want to deny the homeowner this benefit? Another
thing that could be taken out is contributions to private colleges.
Another is contributions to religious organizations. Whose loopholes
are you closing, Mr. Reuss? What is your pet loophole? Do you want
to tax municipal bonds? Where would you direct that we go to raise
this billion dollars? And if you could go, how would you get 37 members
of the Committee on Ways and Means to agree with you?
What we are called upon to do here today is to approve a conference
report that says this House of Representatives is in favor of spending
$68 billion more than we are going to collect, and perhaps several
billion dollars more than that if the assumptions in the report do not
come to reality.
So the Members are going to have to go home and say to their
consitituents, "I voted to charge you, your children and your grandchildren with additional deficits for spending money to provide
services and facilities that we would like to have, but that we can live
without."
TELL HERE WHAT'S TOLD THR

It is time we told the people from up here what we tell them at home
when we asked them to send us here. I told them I would work for
and vote for a sensible, stable budget and try to stay within the
revel *es obtainable, and that is what I am trying to do.
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The SPEAKER. The time of the gentleman has expired.
Mr. ADABMS. Mr. Speaker, I yield I additional minute to the gentle-

man from Georgia.

Mr. LANDRUM. I thank the gentleman.
Mr. GIATMO. Mr. Speaker, will the gentleman yield?
Mr. LANDRU.. I yield to the gentleman from Connecticut.
Mr. GIAIMO. I thank the gentleman for yielding.
Will not the gentleman agree that what we on this Budget Committee are doing here today is not voting a deficit of $68 billion, but
rather the committee is recognizing that Congress in its actions in
this fiscal year will have to vote deficits in that amount? We are
recognizing what Congress is going to vote; the Budget Committee
is not setting it. The gentleman knows that.
SEMANTICS OR RHETORIC

Mr. LANDRUM. I will say to my dear friend I think what we are
talking about here is a matter of semantics or rhetoric, purely so,
and anyone knows that there is no other way for it to be interpreted.
Anyone knows that there is no other way to evaluate it. I can atppreciate what the gentleman says. Of course, it is a fact that wbtare in
a bind, but we are in a bind because we have been spending beyond
our means. Let us stop some of these expenditures. Let us give the
taxpayers of this country some relief.
Mr. ADAM S. Mr. Speaker, I yield 1 minute to the gentleman from
Ohio (Mr. Vanik).

(Mr. VANIK asked and was given permission to revise and extend
his remarks.)
Mr. VANIK. Mi'. Speaker, as a member of the Ways and Means
Conmnittee, I am particularly concerned with the action of the
conference with respect to raising additional revenues by $1 billion
through enactment of tax reform legislation.
TAX REFORM HEARINGS

Chairman Ullman of our committee has announced a schedule
of tax reform hearings beginning early next month. The extended
schedule of hearings will not permit committee markup action untfl
the week before the August recess. It is highly unlikely that House
action can be completed this year with final action deferred until
sometime next yeor.
Under these circumstances, the only way the Ways andi Means
Committee can produce an additional $1 billion in revenues in fiscal
1976 is to make such revenue raising legislation a part of the debt
ceiling bill which we will consider next month. I know there is a great.
reluctance to attach tax issues to the debt ceiling-but realistically, I
know of no other way in which we can realistically comply with the.
directive of the Budget Committee to provide an additional billion
dollars in revenues in fiscal 1976.
Mr. ADANFS. Mr. Speaker,
I 4yield sutch time as he mayy1t consume to
Ia~
1
the gentleman from ConnecticuIlt (Mr. Giaimo).

(Mir. OtI.V•1o asked and was given permission to revise and extend
his remarks.)
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COMPLEXITY AND DIFFICULTY OF TASK

Mr. GIAIMO. Mr. Speaker, it is with a feeling of temerity that I
rise in support of the conference report. To one who has dwelt for
any length of time with the great debates in the House over national
budgetary policy, tie complexity and difficulty of the task of formulating a resolution of that policy come home with compelling force.
The subjects of the national debt and the size of the deficit may appear
(old-fashionedin times of national peril, but in the long run what
we do on these matters will vitally affect and limit tile actions of
those who will come after us.
In helping to hammer out the figures in this resolution, first in
committee, then on the floor of the Hlouse, and finally in conference
with the other body, I have done my best to keel) a clear perspective
on the l)rincipal issue confronting us today. Simply, it is recession
coupled with inflation. In attacking one, we cannot lit the same
moment ignore the other. Given these two conflicting but far from
mutually exclusive problems, solutions which attempt to attack both
will doubtlessly not satisfy those who believe one merits more attention
than the other.
In this body today there are those who believe that the deficit
ahigh deficit imay
targeled in this resolution is too high, and that it
mean more inflation. I, as a matter of fact, believe this. On the other
hand, there are those who say spend more here, there, or everywhere
and get people back to wcrk. Who in good conscience wouldi want
our people unemployed, leading unproductive lives?
LIBERAL AND CONSEIiIVATIVE FISCAL BEIF1 TEWS

The point of view from which I have endeavored to evaluate our
national economic policy encompasses both liberal and conservative
fiscal beliefs. Let us face the facts bead on: The recession has brought
about large Federal expenditures and loss of badly needed tax revenues. Therein lies most of the deficit. But, large deficits kindle
inflation and it is imperative that we draw the line somewhere.
Tihe conferees have, I believe, struck a middle ground from which
Conggress, at last, can gage its future act ions. We have tried to provide
sufficient budgetary stimulus, in the form of expenditures for jobs,
without committing ourselves irrevo(,ablv iii the future to built-in
e.penditures. We have also, after careful review of the inflationary
trend and an assessment of the private sector in terms of money

supply and interest rates, tried, to see how far we could reasonably
go without crowding out the private sector and starting a new wave
of inflation. In my opinion, we found a balance that provides reasonable targets andt still reflects the basic commitments of both the
House and the Senate. These targets are both realistic and prudent.
1 urge adoption of the conference report.
Mr. ADAMS. Mr. Speaker, I yield such time as she may consume to
the gentlewoman from New York (Ms. Holtzman).
(Ms. HOLTZMAN asked and was given permission to revise and
extend her remarks.)
RESERVATIOXS

Ms. HOLTZMAN. M'r. Speaker, in reluctantly supj)orting the conference rel)ort on the first joint resolution on the budget., I (10 not
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wish to indicate complete approval of it. Among my reservations
about this congressional budget are the following:
First. It allows an inflationary $4.5 billion increase in defense
spending;
Second. It does not, reflect a careful scrutiny of the miilitary
Budget, nor any study of intelligence spending;
Third. It does not contain adequate stimulus for the economy,
accepting instead an unemployment rate in excess of 7 percent
for fiscal year 1976;
Fourth. It provides only minimal assistance to State and local
governments in dire financial straits because of the recession; and
Fifth. It contains an unnecessarily high deficit because the
Budget Committees did not make "and because they were so
newiv created could not make a substantial effort to close tax
loopfioles and eliminate wasteful spending.
IMPROVEMENT oven PRn.SMENT'S
1

UDOET

Nonetheless, I am supporting this resolution because it. is a substantial improvement over the President's budget, and because it
represents Congress' first attempt to exercise unified control over
Federal revenues and expenditures.
Tie President's budget called for greatly increased defense
spending-tto $94 billion, $3.3 billion higher than this resolutionwhile starving vital programs to meet human needs and combat the
recession. It sought to take away from elderly and disabled Americans
their legally mandated and (lesjperately needed cost-of-living increases.
It anticipated an unemployment rate close to 8 percent for fiscal
1976. It sought cuts in health care, education, aid to the elderly,
and in fact, in every category of Federal expenditure except energy
andi defense. The c('nference 'report makes significant improvements
in each of these areas.
Most importantly, the Congress has shown, in this resolution,
its intention to assert its constitutional power over the Federal
budget. The Federal budget determines the allocation of economic
activity between the public and privlte sectors. The budget also
(lescri!;es the choices of which pubhc lJrograms are supportedI and
how well thev are to be funded. It, is here that the( questions of
national priorities are most squarely faced.
oppon'ru,'ITY TO TACKLE ISSUES

Control over the Federal budget, therefore, gives the Congress
the o)pportunity to tackle such issues as tile cost. to America of it
unoi('o1cionablyl high infant mortality rate, of lost. productive capacity
through debiliitating hunger and a too high rate of illiteracy, of our
decaving urban centers and deteriorating mass transit 'systems.
Prepa'ring a budget also reqluires that we look into the waste and
inefficiencies proluceld bl, counterproductive Government regulation
and tax incentives.
As a member of the House Budget. Committee, I criticized its failure
to undertake the comprehensive review of national priorities that I
believed was necessary and was its responsibility. I have reservations
about this resolution" because it does not reflect such a review. I
support the resolution, however, because I believe that it is a first
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ste---an essential first step but a wobbly one-toward the redirecting
of Federal expenditures, by the Congress, toward this country's basic
human needs.
Mr. ADAMS. Mr. Speaker, I yield 1 minute to the gentleman from
Michigan (Mr. Conyers).
(Mr. CONYERs asked and was given permission to revise and extend
his remarks.)

NOT HYPNOTIZED BY DEFICIT FIGUIW
Mr. CoNYERs. Mr. Chairman, I made known my opposition to the

House budget resolution when it passed through the Chamber 2 weeks
ago. I was 1 of 19 Members who voted against that resolution not
because we were hypnotized by a deficit figure but because the budget
really did not reflect any kind of policy that this Government ought
to engage in or any objectives that ought to logically flow from the
budget. It did not seek to remedy in more than a perfunctory way the
tremendous economic crisis engulfing this country. Specifically, it did
not attempt to reduce to any meaningful extent the depression level
of unemployment which exists in many parts of the country and which
is growing worse daily.
Rather, the preoccupation of so many members was with the
deficit as if that were the measuring stick by which to develop a
budget. In this, I think they were seriously in error.
INTANGIBLE NOTION OF A DEFICIT

I strongly oppose the present conference report for different reasons
than the gentleman from Georgia, and I think it is time that many
of us who represent areas where unemployment and ravaged cities
are creating more and more of a problem realize that we cannot go
back to our constituents talking about some intangible notion of a
deficit when the fact of the matter is that we are not creating a fullproduction economy; we are not stimulating employment; and we are
not adding to the gross national product.
As has been previously acknowledged, the necessity of a deficit
stems from the (d-eteriorated economy in the first place, not from reckless Government spending. If unem ployment stood at 4 percent, the
President's budget would have exhibited a $12 billion surplus rather
than a $51.9 billion deficit, and likewise the congressional budget
would also have demonstrated a sizeable surplus.
But the House's budget resolution was aimed at a 7.4 percent
unemployment rate by the end of fiscal 1976; that was the most
optimistic forecast that the authors of the resolution could venture.
'iine and again Members of the House were told in discussions with
the chairman and staff of the Budget Committee that 7.4 percent was
the lowest rate of unemployment we could realistically expect, to
achieve; and we were warned that if the present policies do not work,
which I believe they will not, the rate will probably be somewhat
higher.
CONFERENCE REPORT WORSE THAN RESOLUTION

I find that tdie present conference report embodies all the deficiencies
of the original House budget resolution and is in fact wo•se than the
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resolution narrowly passed the House. Instead of putting money into
people and jobs, which it would seem conscience should dictate in this
depressed time, we are pouring more money into that bottomless sieve
at the Defense Department. The conferees added an additionid half
billion dollars to the already bloated level of defense spending when
instead they should have been looking for ways to channel more
money into the civilian sector of the economy, where the bendflts
wouldhave been real rather than imagined.
As Prof. Seymour Melman of Columbia University has so ably
pointed out, the excess billions of dollars that are routinely being
pumped into lavish and unnecessary defense spending programs are
depriving the productive, civilian economy of needed investment
capital, technological resources, and research and development capital.
The $1,500 billion that the United States has put into creating p
sustained military economy is equal to 63 percent of the total money
value of everything that is manmade on the surface of the United
States. The permanent war economy, in which the Federal Government
more
than the
halfdecay
its taxfrom
revenue
to pay
for past,
present,
and
within
of the
country's
relative
futureuses
wars,
causes
production capabilities, resulting in the loss of millions of jobs.
5

RMULION NEW JOBS

If the Federal Government had spent the $39.7 billion which it had
proposed to spend at the end of the Vietnam hostilities for fiscal year
1972-from the vantage point of 1969-in the areas of education
man power, social services, health, and related programs, we would
surely have created 5 million new jobs and there would have been a
multiplier effect of considerable magnitude. If that money had been
spent as proposed, the economy would not now be in the seriously
deteriorated condition it is in. But the money continued to be poured
into the Defense Department for more unnecessary hardware and
overkill capabilities.

2.

At the time we debated the House budget resolution the official
rate of unemployment was 8.7 percent. Now it is 8.9 percent. What
did the conferees do in the area of education, manpower, and social
services? They cut the outlay figure for this functional category from
$20.4 billion to $19.8 billion $600 million was cut from needed programs for people and $500 million wasudded to defense at a time when
uncounted millions of people, somewlre between 20 and 25 million,

are in real need of jobs and when our national military strength is
unquestionable, when we have enough strategic nuclear warheads to
obliterate the 219 largest Soviet cities 36 times over.
ARoUMNUT

NOT PUSUASIVE

I have heard all the arguments about how fiscally irresponsible the

Congress would be if it did not approve its own budget resolution
after creating the mechanism to establish its own budget committees
and to reassert its constitutionally delegated authority over revenues
and expenditures. I find none of those arguments to be even remotely
persuasive in leading me to cast a vote for this sadly misguided effort.
I cannot vote simply to approve the process without regard to the
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roduct. It would be better in my opinion for the Congress to have no
udget at all than for it to have a budget which will seriously hamper
our efforts to enact the types of legislation necessary to pull the
country out of the depression.
I find that I have no choice but to oppose the conference report.
Mr. LATTA. Mr. Speaker, I yield 1 minute to the gentleman from
Michigan (Mr. Cederberg).
Mr. CEDERBERG. Mr. Speaker, I have been interested in the colloquies that have been going on here today. It would appear that
everyone seems to think there is something binding about this resolution. As a matter of fact I think we ought to realize this is a dry run.
Nobody I know of in discussing it with many people believes that we
are going to live within a $68 billion deficit. As I see what is happening
in various committees, we are going to have $80 billion-plus deficit.
That does not sound like budget control to me.
NO NEED FOR EXCITEMENT
Members can vote any way they want to on this. If it makes one
feel good that he is voting against it because the budget is too high or
the deficit is too high or if one wants to vote against it because it is
not high enough, this is the time to do it because this is a dry run.
Next year we will get down to real action but I see no reason to get
very excited about this or take too much time on it.
Mr. CONYERS. Mr. Speaker, will the gentleman yield?
Mr. CEDER•ERO. I yield to the gentleman from Michigan
(Mr. Conyers).
Mr. CONTERS. Mr. Speaker, does not this reflect, even though it
is not binding, the position a Member would take on this on a $94
billion deficit?
Mr. CEDEnRERG.

It has not yet. It may not in the future. I do not

know what committee the gentleman if from, but has his authorizing
committee paid any attention to this? I do not think it has. I have
not seen any authorizing committee that has paid any attention to it.
I do not think many members of authorizing committees know what
is in here as it pertains to their committee. We have here a practice
excercise. It was good for the Budget Committee to go through it and
get the feel of it this year, so everybody can do what he wants to do.
Mr. WRImGHT. Mr. Speaker, will the gentleman yield?
Mr. CEDERBERG. I yield to the gentleman from Texas.
CAREFUL TO KEEP WITHIN BUDGET FIGURES
Mr. WRIGHT.

The Armed Services Committee only this past week

did report out an authorization bill which they were careful and

assiduous to keep within the budget figures.
Mr. CEDERDEEG. Oh, that was going to happen any way even if we
did not have this.
Mr. MIKVA. Mr. Speaker, I rise today to reaffirm my support of
the new confessional budget procedures. Today, by voting on House
Concurrent Resolution 218, the budget resolution conference report,
Congress has taken another important step toward once again becoming an equal partner in establishing national priorities.

'J

'

I
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There was little doubt that in recent years Congress had been losing
its authority over the Federal budget. Legislators were using the same
procedures to examine recent budgets that they had used since 1921.
but in 1921, the Federal budget was $5 billion, not the more than
$300 billion of the several last years.
InEACTED

ON PIECEMEAL BASIS

Until the budget reform legislation, Congress has simply not had
the staff to give an exhaustive, cohesive analysis of a $300 billion
budget. Consequently. in the past, Congress reacted to the President's budget requests on a piecemeal basis, adding or subtracting
amounts for various programs. 'he grand total was never really looked
at until action was taken on all of the pieces.
That process was hardly a model of rationality. The reforms were
meant to change that-really to bring a commonsense approach to
how the people s money will be spent. The reforms were designed to
make Congress work within its own budgetary limits.
But the budget reforms were not conceived as a panacea. They
were not intended to automatically end budget deficits, nor to magically solve the disagreements about national priorities. The age-old
questions of where andl how to spend-whether for defense, or education or highways, or energy development, or health-will be decided
by debate and discussion among the people and their representatives.
In short, the reforms were designed to make the budgetmaking
process more rational, to make Congress more accountable. And that
has begun to happen during the early stages of the now procedures.
There has been more public debate about priorities an l about how
allocations should be made to stay within the limits of the budget
resolution. And there will be more debate.
Mr. Speaker, the new budget procedures, an important part of which
we are testing today, will begin to allow Congress to demonstrate
to the people th at it can operate efficiently and effectively. In the past,
Congress has too often been passive in allowing the executive branch
to take the full initiative on the budget. And even when Congress did
react, it did so in a haphazard, piecemeal way.
CLOSER TO BALANCE OF POWER

By voting on the first budget resolution today, Congress has moved a
step closer toward achieving greater fiscal responsibility and; in the
process, restoring the criticalbalance of power between the legislative
and executive branches.
Mr. ASHBROOK. Mr. Speaker, I urge the defeat of the conference
report to House Concurrent Resolution 218, the first concurrent
resolution on the budget.
This resolution is a blueprint for national disaster. I do not think
that I am exaggerating when I say that the proposed $68.8 billion
Federal deficit threatens the very foundations of our economy.
.For years I have warned my colleague- that there must be soine
limit on Government spending. I have urged time and time ag4j;
that we should consider the long-range consequences of our a~etior' s.
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The Congress, however, has enacted new spending program after
new spending program without regard to cost. It has ignored the fact
that one day all the irresponsible spending programs would have to
be paid for.
RECKLESSNESS

3
CATCHES Mtr

Our recklessness has finally caught up with us. Today we are burdened with inflation, unemployment, and high interest rates. We are
suffering the worst recession since the Great Depression of the 1930's.
Why-has this happened? Where does the blame lie? Our economic
problems stem from Government overspending. They have been priniarily caused by the large budget deficit%which liberal politicians
have embraced in order to finance a host of new Federal programs.
For years the Government has been spending far more than it has
been taking in. To finance the deficits, the Government has been
borrowing on a massive scale. In fact, Federal borrowing is dominating
the capital market. Approximately $0.60 out of every $1 being borrowed today is by the Federal sector.
The impact on the economy is devastating. As Government borrowing increases private borrowers are crowded out of the market.
Interest costs soar. Money for business expansions and house mortgages
dries up.
Since people either cannot get or cannot afford mortgages, the housing industry slumps. People in the construction trades as well as those
working in industries that make the necessary materials are thrown
out of work.
Since businesses are unable to secure adequate capital, job-producing
plant expansion grinds to a halt. New enterprises never get off the
ground. It becomes increasingly difficult to finance inventories. The
economy plunges into recession.
You would think that the liberals in Congress would have learned
something from this disastrous episode. Unfortunately, however,
that does not seem to be the case.
REFUSES TO ACKNOWLEDGE CAUSE

In fact, the majority of the House Budget Committee refuses to
acknowledge that the massive Federal deficits have been responsible
for the recession. In their upside down world, it is the recession that is
causing the deficits. The Budget Committee's report (No. 94-145)
flatly states:
Budget deficit increases that are occurring in fiRcal years 1975 and 1076 are not

the products of profligate Federal spending but of deteriorating econoinio
conditions.

The facts, however point strongly against the committee's views.
Look at the record. Only once in the last 15 years has the Federal
budget shown even a small surplus. Since fiscal year 1969 alone there
has been a $171.9 billion increase in the Federal debt.
According to the advocates of deficit spending, such large "economystimulatinmg outlays should have brought us prosperity. I seriously
doubt whether anyone would contend that this has happened.
Unfortunately, however, many Members still cling to the liberal
economic myths of the past. After the Congress has spent us into
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-the recession it is now proposed that the Congress spend us out of
the recession.
"More stimulus is needed," cry the liberal spenders. The Budget
Committee calls for even more public service jobs, accelerated spending
for public works projects and additional housing construction. Only
by massive deficit spending, we are told, can prosperity be restored
to the United States.
ROAD TO CHAOS AND RUIN

Mr. Speaker, this is not the answer to our economic troubles.
This is just a rehash of the same liberal economic views that we have
heard for 40 years. They were wrong then and they are wrong today.
Now is simply not the time to add billions of dollars to our Federal
deficit. This is the road to fiscal chaos and economic ruin.
The real answer-rthe only answer-is for the Congress to cut
Government spending and to start balancing the budget. Until
Government begins to live within its means our society 2ill continue
to be plagued by inflation, unemployment, and high interest rates.
That is why Tsupported two important amendments during the
consideration of this legislation.
First, I voted for the Rousselot amendment which would have
given our Nation a balanced budget. Reckless deficit spending has
created the current economic mess. Another large dose of deficit
spending can only bring more inflation, more unemployment, and
higher interest rates.
HOUR GROWING LATE

The hour is growing late. It is time to put our own house in order.
It is time to put a lid on Government spending. The Rousselot amendment, which was defeated by a vote of 311 to 94, would have been a
major step toward a more productive and stable economy.
I also voted for the Latta amendment which would have reduced
the budget deficit to $54.1 billion. Even this lower figure is much,
much too high.
I supported the amendment, however, because it would have
brought our Nation almost $20 billion closer to fiscal responsibility.
Unfortunately, the big spenders in Congress prevailed again on this
vote by a margin of 248 to 159.
I cannot support the reckless and irresponsible Federal spending
that is called for in House Concurrent Resolution 218. For the sake
of our Nation I urge the defeat of this conference report.
Mr. FRENZEL. Mr. Speaker, we are indebted to the Conference
Committee for reducing the target deficit to a figure slightly under
the House version. Nevertheless, the frightening fact remains that
we are in this resolution, certifying a target budget deficit of nearly
$70 billion.
SPENDING WILL EXCEED TARGET

That target is bad enough, but what is more frightening is that
we have already passed bills, and will surely pass other legislation,
which call for spending over this target both in budget items and in
off-budget items. The scariest aspect of this resolution is that our
spending will, in fact, undoubtedly exceed our target.
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. The process by which this resolution comes to us has been a helpful
-one. Even though I am terribly disappointed in the large deficits
accepted, or almost mandated, by the resolution, I am pleased that
we have gone through the process. The system obviously has failed
to impose spending discipline on us, but no one expected miracles
to change bad habits of long standing. The main advantage of the
process, so far, has been to spotlight attention on those bad habits.
I shall oppose the resolution.
Mrs. MINK. Mr. Speaker, I rise to urge my colleagues to vote in
favor of passage of the conference report on House Concurrent
Resolution 218.
The conferees have clearly recognized the importance of the
economic stimulus which this budget resolution provides. As was
our intent in establishing the budget authority and outlay figures
which we did in our original presentation to this House late last
month, the current measure reflects the urgent need to take the
unemployed out of the unemployment lines and put them back on
production lines. The increase in public service employment which
this budget resolution encourages has the effect of halting Governnient expenditures for unemployment benefits while increasing tax
revenues from reactivated employees, increasing productivity, and
shoring up consumer confidence.
EXPECTED TAX REFORMS

Members of the conference have agreed with many of the economic
assumptions made by the House Budget Committee. These reflect
congressional sentiment that there be no ceiling on Federal civilian
.and military pay or retirement cost-of-living increases, and further,
that provisions of the Tax Reduction Act of 1975 be extended until
the end of fiscal year 1976. On the matter of revenues, there is an
estimated $1 billion increase through expected tax reforms.
Further, the levels of economic stimulus and job-creating programs
are equal to those which the House approved, and funds are included
in the conference draft for the Speaker's accelerated public works
program. In addition, the draft recognizes the need to extend both
emergency benefits for the insured unemployed and provide special
unemployment insurance for the uninsured unemployed.
All funds for military assistance to Southeast Asia have been
eliminated from the target levels for budget authority and outlays,
while anticipated funding for humanitarian assistance for Indochina
refugees has been included.
The administration's proposal to reduce the eligibility period for
veteran's readjustment benefits has been rejected, and this is also
reflected in the resolution we have before us today.
CO14PASSIONATE CONCERN FOR CITIZENS

I believe it is evident from the manner in which the congressional
budget committees have approached their task to implement the
Budget and Impoundment Control Act that Congress can effectively
monitor and determine fiscal policy for this Nation in a cohesive way,
and with compassionate concern for the citizen. Our task has been
vastly complicated by the economic disaster which confronted us in
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the early months of this year. But in spite of that, and the necessity
to accept the large budget deficit which even the administration's
program put forth we have been able to present a comprehensive
plan for action, and for the most effective use of the tax dollar that is
possible and practical.
I strongly urge the Congress to support these initiatives and to
join in this immensely important process at this critical time.
Mr. OTTINGER. Mr. Speaker, I oppose the conference report on the
budget for the same reasons I opposed the House budget resolution,
but with even greater force because the conference report is worse.
It does even less to attack the problems of unemployment and
economic recession in the country. It does even loss to reorder our
national priorities.
The conference report adds a contemplated half billion dollars in
military spending to a budget which already contemplated a 9percent rise in constant dollars, while it reduces the amount contemplated for spending in job-producing programs in the vital areas of
transportation, community development and manpower, education,
and social services by more than $1.7 billion.
FAILS TO ADDRESS REAL PROBLEMS

The product of the conference, therefore even more than the House
budget resolution, fails to address the reai problems of economic decline in the country and fails to shift the focus of the budget debate
from one of concentration of reduced spending in the vain hope that
by debate from one of concentration on reduced, to one which would
focus on putting the country back on its feet again and obtaining
full employment.
Mr. ADAMS. Mr. Speaker, I have no further requests for time.
The SPEAKER. Without objection, the previous question is ordered
on the conferences report.
There was no objection.
The SPEAKER. The question is on the conference report.
The question was taken; and the Speaker announced that the ayes
appeared to have it.
Mr. BAUMAN. Mr. Speaker, I object to the vote on the ground that
a quorum is not present and make the point of order that a quorum
is not present.
The SPEAKER. Evidently a quorum is not present.

The Sergeant at Arms will notify absent Members.
'The vote was taken by electronic device, and there were-yeas 230,
nays 193, not voting 10, as follows:
[Roll No. 205]

YEAS-230
Abzug
Adams
Addabo
Alexander
Ambro

Aspin
AuCoin
Baldus
Baucus
Beard, R.I.

Ashley

Biaggi

Anderson, Calif.
Andrews, N.C.
Annunzio

Bedell
Bergland
Bevill

Bingham
Blanchard
Blouin
Boggs
Bo-nd
!',

Boiling
Bonker
Brademas

Breaux
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lHanley,

Breckinridge
Brooks
Brown, Calif.
Burke, Mass,
Burton, Phillip
Carney
Chisholm
Conte
Corman
Cornell
Cotter
DI'Amours
Daniels, Dominick V.
Danielson
Davis
de la Garza
Delaney
Dent
Derrick
Diggs
Dingell
Dodd
Downey
Drinan
Duncan Oreg.
Eckhardt
Edgar
Edwards, Calif.
Ellberg
English
Evans, Colo.
Evins, Tenn.
Fascell
Fisher
Fithian
Flood
Florio
Flowers
Foley,
Fountain
Fraser
Fulton
Fuqua
Gaydos
Giaimo
Gibbons
Gonzalez
Green
Gude
Hall
Hamilton
Hannaford.
Harkin
Harris
flays Ohio
Hechler, W.Va.
Hefner
Henderson
Hicks
Hlghtower
Holland
Holtzman
Howard
Howe
Hubbard
Hughes
Hungate

Ichord
Jenrette
Johnson, Calif.
Jones, Ala.
Jones, N.C.
Jones, Okla.
Jones, Tenn.
Jordan
Karth
Kastenmeler
Kazen
Keys
Koch
Krebs
Krueger
Leggett
Lehman
Litton
Lloyd, Calif.
Long La.
Macdonald
Madden
Maguire
Mahon
Mann
Matsunaga
Mazzoll
McCormack
McDade
McFall
Mclugh
McKay
Meeds
Melcher
Meyner
Mez'insky
Mikva
Miller, Calif.
Mills
Minets
Minish
Mink
Mitchell, Md.
Moakley
Moffett
Moorhead, Pa.
Morgan
Moss
Murphy, Ill.
Murphy, N.Y.
Neal
Nedil
Nix
Oberstar
Ob
O'1ara
O'Neill
Passman
Patman, Tex.
Patten, N.J.
Patterson, Calif.
Pattison, N.Y.
Pepp.er
Perkns
Peyser
Pickle
Pike
Preyer

Price
Rees
Reuss
Richmond
Risenhoover
Rodino
Roe
Rogers
Rond•Mio
Rooney
Rose
Rosenthal
Rostenkowski
Roush
Roybal
Russo
Ryan
Santini
Sarbanoe
Scheuer
Seiberling
Sharp
Shi ploy
Simon
Sisk
Slack
Smith, Iowa
Solars
Spellman
St Germain
Staggers
Stanton, James V.
Stark
Steed
Stokes
Stratton
Studds
Sullivan
Symington
aylor, N.C
Teague
Thompson
Thornton
Traxler
Tson gas
*UdalL
Ullman
Van Deerlin
Vander Veen
Vanik
Vigorito
Waxinan
Weaver
Whalen
White
Whitten
Wilson, Charles 71.,!Calif.
Wilson, Charles, Tex.
Wirth
Wolff
Wright
Yates
Yatron
Young, Ga.
Young Tex.
Zablocki
Zeferetti

9%5
Abdnor
Anderson, Ill.
Andrews, N. Dak.
Archer
Armstrong
Ashbrook
Badillo
Bafalls
Bauman
Beard, Tenn.
Bell
Bennett
Biester
Bowen
Brinkley
Brodhead
Broomfileld
Brown, Mich.
Brown, Ohio
Broyhill
Buchanan
Burgener
Burke, Calif.
Burke, Fla.
Burleson, Tex.
Burlison, Mo.
Burton, John
Butler
Byron
Carr
Carter
Casey
Cederberg
Chappell
Clancy
Clausen, Don H.
Clawson, Del
Clay
Cleveland
Cochran
Cohen
Collins, Ill.
Collins, Tex.
Conable
Conlan
Conver;
Coughlin
Crane
Daniel,IDan
Daniel, Robert W., Jr.
Delluhns
DerwinskI
Devine
Dickinson
])owning
Dunean, Tenn.
du Pont
Early
Edwards, Ala.
Emery
Erlenborn
E40h
Eshleman
Evans, Ind.
1'enwick

NAYS-193
Findley
Fish
Flynt
Ford, Tenn.
Forsythe
Frenzel
Frey
Gilman
Ginn
Goldwater
Goodling
Gradison
*Grassley
Guyer
HIagedorn
Hammerschmidt
Hanson
Harrlngton
Harsha
Hastings
Hawkins
Heckler, Mas.
Heinz
Helstoski
1[illis
Holt
Horton
Hutchinson
Hyde
Jacobs
Jarman
Jeffords
Johnson, Colo.
Johnson, Pa.
Kasten
Kelly
Kemp
Ketchum
Kindness
LaFalce
Lagomarsino
Landrum
Latta
Lent
Levitas
Lloyd, Tenn.
Loing, Md.
Lott
Ltujan
Madi gan
Martin
Mathis
McClory
McClozkey
McCollister
McDonald
McEwen
Mclinney
Michel
Miller, Ohio
Mitchell, N.Y.
Montgomery
Moore
Moorhead, Calif.

Mosher
Mottl
Murtha
Myers, Ind.
Myers, Pa.
Natcher
Nichols
Nolan
O'Brien
Ottinger
Pottls
Poage
Pressler
Pritchard
quie
,uillen
Rallsback
Randall
Rangel
Regular
Rhodes
Riegle
Rinaldo
Roberts
Robinson
Rousselot
Runnels
ihippe
Sarasin
Satterfield
Schneebeli
Schroeder
Schulzo
Sebelius
Shriver
Shuster
Sikes
Skubitz
Smith, Nebr.
Snyder
Spenco
Stanton, J. William
Steelman
Steiger, Ariz.
Steiger, Wis.
Stephens
Stuckey
Svrnms;
'ITalcot
Taylor,t Me,.
'rhonle

'rreen
Vander Jngt
Waggoner
Walsih
Wamnpler
Whitehurst
Wiggn
Wlson, Bob
Winn
Wylie
"Young, Alaka
Young, Fli.

M

I
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Barrett
Ford, Mich.
Ind.
Hayes,
H6bert

NOT VOTING-10
Hinshaw
Metcalfe
Milford
Mollohan

Nowak
Wydler

So the conference report was agreed to.
CONFERENCE REPORT AGREED TO

The Clerk announced the following pairs:
On this vote:
Mr. Hayes of Indiana for, with Mr. II6bert against.
Until further notice:
Mr. Barrett with Mr. Mollohan.
Mr. Nowak with Mr. Milford.
The result of the vote was announced as above recorded.
A motion to reconsider was laid on the table.
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